29TH ALASKA STATE LEG SLATURE
FOURTH SPECI AL SESSI ON
CONFERENCE COW TTEE ON HB 256 and HB 257
May 30, 2016
9:19 p. m

9:19:18 PM

CALL TO ORDER

Chair Kelly called the Conference Committee neeting on HB
256 and HB 257 to order at 9:19 p.m

VEMBERS PRESENT:

Senat e:

Senator Pete Kelly, Chair
Senat or Anna MacKi nnon
Senat or Lyman Hof f man

House:

Representative Mark Neuman, Vice-Chair
Representative Steve Thonpson
Representative Les Gara

VEMBERS ABSENT

None

ALSO PRESENT:

David Teal, Director, Legislative Finance Division; fiscal
analysts with the Ofice of Managenent and Budget and
Legislative Finance Dvision;, and aides to commttee
menbers and ot her nenbers of the Legislature.

SUMVARY

HB 256 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

CCS HB 256 was REPORTED out of committee with a
"do pass" recommendati on.

HB 257 APPROP: MENTAL HEALTH BUDGET

CCS HB 257 was REPORTED out of committee with a
"do pass" reconmendati on.
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DEPARTMENTS:
FI SH & GAME
HEALTH & SOCI AL SERVI CES
TRANSPORTATI ON & PUBLI C FACI LI TI ES
UNI VERSI TY OF ALASKA
FUND CAPI TALI ZATI ON
FY16 SUPPLEMENTALS
LANGUACGE
FI SCAL NOTES
EXECUTI VE BRANCH W DE UNALLOCATED APPROPRI ATI ONS

#HB256
#HB257

CS FOR HOUSE BILL NO. 256(FIN)

"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain pr ogr ans; capitalizing funds; anendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl emental appropriations; and providing for an
effective date.”

SENATE CS FOR CS FOR HOUSE BI LL NO. 256(FIN)

"An Act nmeking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans; capitali zing f unds; anmendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl enmental appropriations; and providing for an
effective date.”

and

CS FOR HOUSE BILL NO. 257(FIN)

"An Act nmeking appropriations for the operating and
capital expenses of t he state's i ntegrated
conpr ehensi ve nment al heal th pr ogram maki ng
suppl emental appropriations; and providing for an
effective date."

SENATE CS FOR CS FOR HOUSE BILL NO. 257(FIN)

"An Act nmeking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
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conprehensive nental health program and providing for
an effective date."

9:20: 09 PM

Chair Kelly communicated that the conmttee would take up
itenms in HB 256 and HB 257, based on the nption sheets
distributed to nenbers earlier in the day, dated My 30,
2016 (copy on file), for the follow ng departnents:

Fish & Gane

Heal th & Soci al Services

Transportation & Public Facilities

University of Al aska

Fund Capitalization

FY16 Suppl enental s

Language

Fi scal Notes

Executive Branch-w de Unal | ocated Appropriations

9:20: 44 PM

DEPARTMENT OF FI SH and GAME:

Vice-Chair Neuman MOVED to RESCIND the notion on adopting
ltem 8.

There being NO OBJECTION, it was so ordered. Item 8 was
back before the commttee for consideration.

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomrendation
on the following itemfor the Departnent of Fish and Gane's
budget :

ltem 8 House
There being NO OBJECTION, it was so ordered. The action
reclosed all conferencable itens in the Departnent of Fish
& Gane’ s budget.

9:21:17 PM

DEPARTMENT OF HEALTH AND SOCI AL SERVI CES

Vi ce-Chair Neuman MOVED to RESCIND the notions on adopting
Iltem 9 and Item 19.
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There being NO OBJECTION, it was so ordered. Item 9 and
ltem 19 were back before the conmttee for consideration.

9:21:36 PM
AT EASE

9:22: 03 PM
RECONVENED

Vi ce- Chair Neurman MOVED to ADOPT the Chair's reconmendation
on the followng items for the Departnment of Health and
Soci al Service's budget:

ltem 9 House
[tem 19 House

There being NO OBJECTION, it was so ordered. The action
reclosed all conferencable itens in the Departnment of
Heal th & Social Services' budget.

9:22:33 PM

DEPARTMENT OF TRANSPORTATI ON AND PUBLI C FACI LI TI ES

Vi ce-Chair Neuman MOVED to RESCIND the notions on adopting
ltem 19 and Item 20.

There being NO OBJECTION, it was so ordered. Item 19 and
ltem 20 were back before the conmttee for consideration

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomrendation
on the following itens for the Departnment of Transportation
and Public Facilities' budget:

ltem 19 House for both notions
ltem 20 House

There being NO OBJECTION, it was so ordered. The action
reclosed all conferencable itenms in the Departnent of
Transportation & Public Facilities' budget.

9:23: 14 PM

UNI VERSI TY OF ALASKA

Vi ce-Chair Neunan MOVED to RESCIND the notion on adopting
ltem 10.
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There being NO OBJECTION, it was so ordered. Item 10 was
back before the conmttee for consideration.

Vice-Chair Neunan MOVED to ADOPT the Chair's recomrendation
on the followwing item for the University of Alaska's
budget :

[tem 10 Senat e

There being NO OBJECTION, it was so ordered. The action
reclosed all conferencable itens in the University of
Al aska’ s budget.

9:23:46 PM
AT EASE

9:24: 07 PM
RECONVENED

FUND CAPI TALI ZATI ON

Vice-Chair Neuman MOVED to RESCIND the notion on adopting
ltem 1.

Representative Gara OBJECTED for discussion. He asked if
the proposed change would restore the K-12 funding to
i nclude the $50 Base Student Allocation (BSA) increase.

JAMES ARMSTRONG, STAFF, SENATOR PETE KELLY answered in the
affirmati ve.

Representative Gara thought the Senate had used a different
source of funds and asked M. Arnstrong for further
expl anation. He wondered if the increase was fully funded
t hrough unrestricted general funds (UGF).

M. Arnstrong relayed that the Senate had adopted the
governor's budget as it was presented, and stated that all
the funds were UG.

Representative Gara W THDREW hi s QJBECTI ON.

There being NO further OBJECTION, it was so ordered. Item 1
was back before the commttee for consideration.
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Vi ce-Chair Neunan MOVED to ADOPT the Chair's reconmmendati on
on the following itemfor Fund Capitalization:

ltem 1 Senat e
Chair Kelly OBJECTED for purposes of explanation.

9:26: 06 PM
AT EASE

9: 26: 46 PM
RECONVENED

Vi ce-Chair Neuman explained that the action appropriated
t he anount necessary to fully fund the education foundation
formul a.

Chair Kelly REMOVED his OBJECTION. There being NO further
OBJECTIQN, it was so ordered. The action reclosed the Fund
Capitalization portion of the budget.

9:27: 07 PM

FY16 SUPPLEMENTALS

Vice-Chair Neuman MOVED to RESCIND the notion on adopting
ltem 1.

There being NO OBJECTION, it was so ordered. Item 1 was
back before the commttee for consideration.

Vice-Chair Neunman MOVED to ADOPT the Chair's recommendati on
on the followwng itemfor FY 16 Suppl enental s:
l[tem 1 House m nus $19 mllion

There being NO OBJECTION, it was so ordered. The action
recl osed the FY 16 Suppl enentals portion of the budget.

9:27:35 PM

LANGUAGE

Vice-Chair Neuman MOVED to RESCIND the notion on adopting
ltem 4.
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There being NO OBJECTION, it was so ordered. Item 4 was
back before the commttee for consideration.

Vi ce-Chair Neunan MOVED to ADOPT the Chair's recommendati on
on the followi ng item for Language:

ltem 4 House

Representative Gara OBJECTED for discussion. He asked M.
Arnstrong if the notion would return the funding for the
cruise ship head tax back to the first seven ports per
stat ute.

M. Arnstrong stated that the House had all the necessary
| anguage to accept the funding. The Senate had not i ncluded
t he | anguage, and were therefore rescinding and taking the
House action so that roughly $15 million would flow in to
the conmunities.

Representative Gara W THDREW his OBJECTI ON. There being NO
further OBJECTION, it was so ordered.

9:28:48 PM
AT EASE

9:29:11 PM
RECONVENED

Vice-Chair Neuman MOVED to ADOPT Item 7, [Amendnent 29-
LS8006\ A. 31 (Wallace, 5/28/16)] to the Language portion of
t he budget.

Vi ce-Chair Neuman explained that the anendnent |[|anguage
appropriated $11.7 mllion of FY 16 funding and $17.9
mllion of FY 17 funding to a variety of appropriations. It
also included intent |anguage that the appropriations
remain in the base operating budget and were not one-tine
i ncrements.

Representative Gara OBJECTED. He asked M. Arnstrong if
everything was in the base, rather than being a one-tine
item [He made note of handwitten changes to the
anmendnent . ]

M. Arnstrong specified that Section A provided that it was

the intent that the funds remain in the base for Section B
and Section Cin the anendnent.
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Representative Gara asked if the $10 mllion appropriation
to the general fund for the University on line 16 had the
effect of putting the $10 mllion in to the base for FY 17
(even though the text specified FY 16 and FY 17).

M. Arnstrong explained that the anmendnent provided $10
mllion in funding for FY 16, so that on June 30 at 11:59
p.m; $10 mllion would be deposited toward the University
of Alaska. Two minutes later, $325 nmillion for operating
costs would be deposited for a total of $335 million for
the University, which matched the governor's budget
request .

Representative Gara asked if the anpunt of funding would be
in the base for FY 17.

M. Arnstrong stated that the legislature could reconmend
what woul d and what would not be in the base each year, and
the governor had the prerogative when he introduced his
budget on Decenber 15.

Representative Gara thought the wording of the amendment
suggested that the funds were in the base for FY 17.

Chair Kelly concurred that the funds were for FY 17.
Representative Gara W THDREW hi s OBJECTI ON

9:32: 03 PM

Representative Gara OBJECTED for discussion. He inquired
about handwitten changes on page 2, which pertained to
one-time K-12 grants in the anount of $4,727, 200.

M. Arnstrong confirmed that the ampbunt was reduced to the
| evel quoted and handwitten on the anmendnent.

Representative Gara about I|ine 6 to Iline 10, which
specified (in handwiting) the return of funds on Pre-K
grants:

$320, 000 for the Best Begi nnings program

$700, 000 for the Parents as Teachers program

$200, 000 for inplenmentation of HB 44 Erin's Law Ch
, SSSLA15

NwWN =
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M. Arnstrong confirmed that the handwitten changes were a
conceptual amendnent which would be finalized by the
| egi sl ative | egal departnent later in the evening and would
be correctly reflected in the final version of the bill.

Chair Kelly asked to let the record reflect that on line 2
of page 2, subsection (b), the sum of $4,727,200 replaced
$5,752,900. He confirmed the additional changes |listed
above. He added that on page 3, line 1; "State Troopers
Det achment s" replaced the words "wildlife troopers.”

M. Arnmstrong stated that the finalized changes would be
corrected and published on BASIS the foll ow ng day.

Representative Gara W THDREW his OBJECTI ON. There being NO
further OBJECTION, it was so ordered. Item 7 [Anendnent 29-
LS8006\ A. 31 (Wl | ace, 5/28/16)] was adopt ed.

9:34:53 PM
AT EASE

9:35:26 PM
RECONVENED

Vice-Chair Neuman MOVED to ADOPT Item 8 [Amendnment 29-
LS8006\ A. 30 (Wal l ace, 5/28/16)] to the Language portion of
t he budget.

Chair Kelly OBJECTED for discussion.

Vice-Chair Neuman explained that the anendnent was an
attenpt to access the Constitutional Budget Reserve Fund to
bal ance the FY 17 budget. Section A(a) reversed the
constitutionally mandated sweep of general funds into the
CBR at the end of FY 16. Section A(b) provided a CBR draw
to cover appropriations made in the FY 17 Qperating, Mental
Health and Capital budgets. Section A(c) allowed an
additional draw up to $100 mllion to cover supplenental
appropriations for FY 17.

Chair Kelly WTHDREW his OBJECTION. There being NO further
OBJECTION, it was so ordered. Item 8 [Arendnent 29-
LS8006\ A. 30 (\Wal l ace, 5/28/16)] was adopt ed.

9:37: 30 PM
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Vice-Chair Neunan MOVED to ADOPT Item 9 [Anendnent 29-
LS8010\A. 50 (Martin, 5/29/16)] to the Language portion of
t he budget.

Chair Kelly OBJECTED for discussion.

Vi ce-Chair Neuman expl ai ned t hat t he amendnent
reapproriated an amount estimted to be $904 thousand to
the Depart nent of Conmer ce, Community and Econom c

Devel opnent for a grant to the Minicipality of Anchorage
for the Al aska Domestic Violence and Sexual Assault Program
for donestic violence and sexual assaul t of f ender
conpl i ance checks and intervention for FY 17, FY 18, and FY
19.

Chair Kelly REMOVED his OBJECTION. There being NO further
OBJECTIQN, it was so ordered. The action reclosed the
Language portion of the budget.

9: 38: 29 PM

FI SCAL NOTES

Vi ce-Chair Neunan MOVED to RESCIND the notion on adopting
fiscal notes incorporated into HB 256 and HB 257.

Representative Gara OBJECTED for discussion.

9:39:09 PM
AT EASE

9:40: 24 PM
RECONVENED

Representative Gara noted that a nunber of the fiscal notes
had been adopted and thought the conmttee was considering
new fiscal notes for HB 374 and HB 4002, while everything
el se had been previously adopted as-is.

DAVID  TEAL, Dl RECTOR, LEG SLATIVE FINANCE DI VISION
concurred with Representative Gara's statenent.

Representative Gara W THDREW his OBJECTI ON. There being NO

further OBJECTION, it was so ordered. The fiscal notes were
back before the commttee for consideration.
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Vice-Chair Neunan MOVED to ADOPT the docunents with the
following footers: “FY17 Fiscal Note Section to HB 256" as
section 2 of HB 256; and “FY17 Fiscal Note Section to HB
257" as section 2 of HB 257.

Chair Kelly OBJECTED for discussion.

Vi ce- Chair Neuman expl ained that changes to the fiscal note
section included:

1. Addition of the appropriation nmade by HB 374 of $55
mllion Designated General Funds to the Departnment of
Commerce, Community & Econom c Devel opnent, Division
of | nsurance.

2. Addition of the appropriation nmade by HB 4002 of $174
t housand unrestricted gener al f unds to State
Retirement Paynments/PERS State Assistance.

Vice-Chair Neunman <continued that as nentioned in the
previ ous neeti ng:

1. Section 2 nmakes appropriations associated with the
bills listed.

2. 1f a bill listed either fails to pass, its substance
fails to be incorporated in sonme other neasure, or is
vetoed by the governor; the appropriations associated
with that bill are reduced.

Chair Kelly REMOVED his OBJECTION. There being NO further
OBJECTION, it was so ordered.

9:43: 33 PM

EXECUTI VE BRANCH W DE UNALLOCATED APPROPRI ATI ONS

Vice-Chair Neuman MOVED to ADOPT the followng within the
Executive Branch-w de Unall ocated Appropriations portion of
t he budget:

l[tem 1 House
[tem 2 House

Representative Gara OBJECTED for discussion. He thought the
items would resolve that there would not be any executive
branch-w de unal |l ocated cuts, and the previous $100 mllion
unal | ocated cut was no | onger present in the budget.
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Chair Kelly answered in the affirmative.
Representative Gara WTHDREW i s OBJECTI ON

9:44: 21 PM
AT EASE

9:44: 32 PM
RECONVENED

There being NO further OBJECTION, it was so ordered. The
action reclosed the Executive Branch-Wde Unall ocated
Appropriations portion of the budget.

Chair Kelly returned to Item 7 in the Language section for
clarification.

Vice-Chair Neuman restated that Item 7, [Anendnent 29-
LS8006\ A. 31 (Wallace, 5/28/16)] in the Language portion of
t he budget appropriated $11.7 mllion of FY16 funding and
$17.9 mllion of FYl7 funding to a wvariety of
appropriations. It also included intent |anguage that the
appropriations remain in the base operating budget and are
not one-time increnents.

Chair Kelly restated that the notion to adopt Item 7 had
passed.

Chair Kelly expressed thanks to staff.

Representative Gara thanked his staff and the nenbers of
the |l egislature for working together.

Chair Kelly thanked the nmenbers of the commttee.

9:49: 13 PM

Chair Kelly asked M. Teal to discuss an enmail addressed to
commttee staff (authored by M. Teal) wth the subject
"Fi scal /operating budget update" dated 5/26/16 (copy on
file):

As part of our "technical and conform ng" powers, we

intend to nodify the followng estimated anmounts in
the operating bill:
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1. from the ERA to the dividend fund: $1.362
billion (replacing $1.405 billion--no general
fund i npact)

2. from the general fund to the oil and gas tax
credit f und: $30 nmillion (replacing $73.4
mllion--this reduces the FY17 UG budgeted
appropriations by $43.4 nmillion).

No conferee action is required for these changes to
occur, but announcing the wupdated information at a
conference committee neeting would not be a bad idea.

A short fiscal summary is also attached. The FY17
deficit of approximately $3.1 billion would drop to
$1.5 billion if the PFPA is adopted with a 5% payout.

M. Teal specified that the appropriation fromthe earnings
reserve account (ERA) to the dividend fund was changed from
early estimtes to a reduced anount based on the | atest
Per manent Fund projections. He stated that the anmount was
necessary to fulfill the statutory fornmula, and was a
conformng or technical change to reflect the current
estimates. He furthered that the sane adjustnent was nade
to the G- appropriation to the oil and gas tax credit fund;
the fallen oil prices and subsequent spring forecast had
reduced the fornula anount to approximately $30 mllion. As
the email stated, no conferee action was required, and the
new revi sed estimates would appear in the bill.

9:50: 51 PM

Senator MacKi nnon stated that the final budget had been a
difficult decision for all parties, and nore work was
needed. She referred to working with the mnority and
majority in the House and Senate to conplete the budget;

whi ch addressed the need to cut, the need to invest, and
the need to conprom se. She stated that there had been a
bi parti san, bicaneral effort to ensure that state enpl oyees
did not face pink slips the following day. She expressed
appreciation for the conprom se that occurred. She referred
to the renmoval of a $100 mllion wunallocated cut; and
stated that the comrittee did so with bipartisan, bicanera

cooperation. She continued that recurring cost savings were
found in various areas: $30 million from Medicaid, $10
mllion from Departnment of Corrections, $17 nmillion from
power cost equalization reform and $30 mllion from
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comunity revenue sharing. She referred to the previously

mentioned $30 million that would statutorily not be
required in the budget calculation, and hoped for $5
mllion to $15 mllion nore in savings fromthe oil and gas
tax credit bill. She added that the commttee had passed a
bill that created $9 mllion in new revenue. She thanked

the nmenbers for their work. She enphasized that savings
wer e happening due to the reform package of bills that had
been passed and supported by both bodi es.

9:54: 32 PM

Chair Kelly thought that the state should observe
significant savings through Medicaid reform bill and the
crime reformbill. He estinated the savings over the next 5

years could be as much as $479 mllion.

Senat or Hof f man thought the deficit problem was ongoi ng and
poi nted out that with a $400 mllion reduction, there would
still be a substantial $3.7 billion deficit. He
acknowl edged that there were plans to reduce the deficit,
and hoped that the legislature could address it. He
enphasi zed that there was work to be done, and the major
portion of the deficit would continue even with the action
bei ng taken in the neeting.

Representative Gara thanked Chair Kelly and referred to the
bi partisan Medicaid reform bill and a bipartisan crimnal
reform bill. He enphasized the need for conpromse. He
t hought that the goal of finding $100 mllion in savings to
offset the $100 million unallocated cut "placeholder" had
been achi eved.

9:58: 15 PM

Senator MacKinnon remarked that the budget the commttee
had considered was under the targeted $4.5 billion,
including the capital budget. She stated that the unfunded
portion of the budget that would need to be wi thdrawn from
savings was approximately $3.2 billion. She commented that
despite runors about the l|egislature noving from Juneau,
she would be in Juneau the followng day to work towards
advancing bills to the Senate floor. She was ready to | ook
at the Permanent Fund, and thought it was inportant to take
care of those who provided services for Al askans in need

She enphasized the further budget reductions that would
happen the foll ow ng year.
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Vi ce-Chair Neuman commented that there had been a sizable
goal, which had been acconplished, to achieve a total

budget below $4.5 billion. He referred to Medicaid reform
and crimnal justice reform He noted that he had put
intent |anguage in the budget four years previously to form
the recidivism reduction group, which had fornulated the
basis for crimnal justice reform He wanted to show the
public that there had been legislation proposed and in
place to further reduce the budget. He referred to HB 247

whi ch woul d affect the FY 18 budget, and woul d show further
reductions in the operating budget after addressing tax
credits in Cook Inlet.

Vice-Chair Neuman continued to discuss the work of the
| egi sl ature, pointing out that it had worked on | egislation
pertaining to reform of the Public Enployees' Retirenent
System (PERS) and the Teacher's Retirenent System (TRS). It
was his intent to bring the legislation to the
muni ci palities, and continue the discussion during the
interimand beyond. He thought it had been a "reformyear."”

10: 01: 55 PM

Chair Kelly discussed the tine that was necessary to put
t he budget together, and thought the first budget neeting
the Senate had was in July of the previous year. He
di scussed the Senate Finance Conmmttee's passage of the
budget in March, and thought it had hel ped to provide nore
time to consider Medicaid and crimnal justice reform He
t hought | ogistics demanded that the commttee have tine and
access to the conmttee room in order to have numerous
lengthy neetings necessary to consider the bills. He
referred to the goal of cutting $400 nillion to $500
mllion from the budget. He restated that the budget
reductions would continue into the future, due to the
reformbills.

Representative Thonpson commented on the collaboration
bet ween the Senate and the House. He expressed enjoynent
at having worked wth Senator MacKinnon on the capital
budget. He thanked | egislators and staff.

10: 04: 58 PM

Vice-Chair Neuman MOVED to REPORT CCS HB 256 as anmended out
of commttee wth individual recommendations and the
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authori zation be given to the Legislative Finance Division
and Legislative Legal Services to nmeke any necessary
t echni cal and/or conform ng changes. There being NO
OBJECTION, it was so ordered.

CCS HB 256 was REPORTED out of conmttee with a "do pass”
recomrendat i on.

Vi ce-Chair Neuman MOVED to REPORT CCS HB 257 as anended out
of conmttee wth individual recomrendati ons and the
aut hori zation be given to the Legislative Finance Division
and Legislative Legal Services to nmke any necessary
t echni cal and/or conform ng changes. There being NO
OBJECTION, it was so ordered.

CCS HB 257 was REPORTED out of commttee with a "do pass”
recommendat i on.

Representative Gara recognized Representative Chris Tuck
and Representative Mke Chenault for their work on the
budget .

#
ADJ OURNVENT
10: 06: 08 PM

The neeting was adjourned at 10:06 p. m
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