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In t r o d u c e d : 2/16/76
R e fe r re d : F inance

IN THE S ENATE BY CHANCE

SENATE B I L L  NO. 6 55 

IN THE LEG ISL A T U R E  OF THE STATE OF ALA3KA 

NINTH LEGIS L A T U R E  - S ECO ND SESS ION 

A BILL

F o r  an Act entitled: "An Act a l l owing  a deduc tion for federal income taxes

paid on income from A laska sources; and providin g for
•  '  '•  *  ■ . ' * • ' * .  * •

»• 9  1 „  ■* -  r

an effective date."

BE IT E N A C T E D  BY THE L E GISLATURE OF THE ST ATE OF ALASKA:

* S e c t i o n  x. AS *13*20.031 is a m ended  by a dding a new subsection to read:

(h) In computing the tax u n d e r  this chapter, the taxpayer is e n­

titled to deduct from the adjuste d gross income the amount of federal 

income tax paid in the last taxable year on income from Alaska sources. 

This amount is to be adjusted for refunds received, and additional taxes 

a s s essed after April 15 of that year.

* Sec. 2. This Act takes effect January 1, 1978.
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Introduced: 2/16/76
Referred: Finance

IN THE SENATE BY CHANCE

SENATE BILL NO. 655 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act allowing a deduction for federal income taxes

paid on income from Alaska sources; and providing for 

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS il3.20.031 is amended by adding a new subsection to read:

(h) In computing the tax under this chapter, the taxpayer is e n­

titled to deduct from the adjusted gross income the amount of federal 

income tax paid in the last taxable year on income from Alaska sources, 

inis amount is to be adjusted for refunds received, and additional taxes 

assessed after April 15 of that year.

# Sec. 2. Th.L: Act takes effect January 1, 1978.
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I n t r o d u c e d :  2 / 1 6 / 7 6

R e f e r r e d :  F i n a n c e

IN THE SENATE BY CHANCE

SENATE BILL NO. 655 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act allowing a deduction for federal income taxes

paid on income from Alaska sources; and providing for 

an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS ^3.20.031 is amended by adding a new subsection to read:

(h) In computing the tax under this chapter, the taxpayer is e n­

titled to deduct from the adjusted gross income the amount of federal

income tax paid in the last taxable year on income from Alaska sources.

This amount is to be adjusted for refunds received, and additional taxes 

assessed after April 15 of that year.

* Sec. 2. This Act takes effect January 1, 1978.
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I I E I M H T M E X T  O F  R E V E N U E

O FF IC E  O F  THE COMMISSIONER j  PO U C H  S  -  JUNEAU 9 9 B II

F e b r u a r y  2 3 ,  1 9 7 6

T h e  H o n o r a b l e  B i l l  R a y  

C h a i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  B u i l d i n g  

J u n e a u ,  A l a s k a

R e :  S e n a t e  B i l l  N o . 6 5 5

D e a r  S e n a t o r  R a y :

S e n a t e  B i l l  N o . 6 5 5 ,  a n  A c t  a l l o w i n g  a  d e d u c t i o n  f o r  f e d e r a l  i n c o m e  t a x e s  

p a i d  o n  i n c o m e  f r o m  A l a s k a  s o u r c e s  w a s  i n t r o d u c e d  i t .  t h e  S e n a t e  o n  F e b r u a r y  

1 6 ,  1 9 7 6  a n d  w a s  r e f e r r e d  t o  t h e  S e n a t e  F i n a n c e  C o m m i t t e e .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e ,  I  am e n c l o s i n g  a  

F i s c a l  N o t e  a n d  a c c o m p a n y i n g  m em orandum  p r e p a r e d  b y  M r .  G a r y  L .  J e n k i n s ,  

D i r e c t o r ,  A u d i t  D i v i s i o n ,  D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  e f f e c t  o n  

i n c o m e  t a x  r e v e n u e s .

I f  y o u  o r  a n y  m e m b e r s  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  h a v e  a n y  q u e s t i o n s  

o n  t h e  m a t e r i a l  s u b m i t t e d ,  p l e a s e  t e l e p h o n e  t h e  w r i t e r  a t  4 6 5 - 2 3 9 7  a n d  I  

w i l l  c o n t a c t  M r .  J e n k i n s  f o r  f u r t h e r  m a t e r i a l  o r  t e s t i m o n y  a t  a  h e a r i n g .

V e r y  t r u l y  y o u r s ,

R .  D .  S t e v e n s o n  

S p e c i a l  A s s i s t a n t

E n c l o s u r e

c c :  T h e  H o n o r a b l e  G e n i e  C h a n c e

S p o n s o r ,  S e n a t e  B i l l  N o . 6 5 5

G a r y  L. J e n k i n s

D i r e c t o r ,  A u d i t  D i v i s i o n

D e p a r t m e n t  of  R e v e n u e
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I. R E QUEST
Bill No. Senate Bill 655_______________ _ _______ ___________________
Title: Deduction for fed. income taxes paid on income from A K sources, ett. date. 
Requested by: R. D. Stevenson D a t e : z-l8-'/b
Return Date Reques t e d :_______ 2-20-76 ______________________
A g e n c y :__________ Revenue Program: Audit

THE LEGISLATURE OF THE STATE OF ALASKA
FISCAL NOTE

Second S ess ion  - N in th  L e g is la t u r e

II. F ISCAL D E T A I L
Budget Request Unit(s) A f f e c t e d : ___________None

A. E X P E N D I T U R E S : (Thousands of dollars)

O BJEC T FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTU AL
*100 COMMODITIES
500 E QUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL
None Non e None None None Non e

B. F U N D I N G : (Thousands of dollars)

G E N ERAL FUND None None None None None N o n e

F E D ERAL FUNDS
OTHER

C. POSITIONS: 

P ERMANENT/TEMPORARY 0 / 0 0 / 0 0 / 0 0 /  0 0 / 0 0 / 0

MAN MONTHS ( P . / T . ) 0 / 0 0 / 0 0 / 0 I O \ o 0 / 0 0 / 0

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 

N/A

IV. ATTACHMENTS

See attached

V. DATE

Original 
c c :

PREPARE

L e g is la t iv e  F inance
Budget and Management /
Prime Sponsor ( F i r s t  L e g is la t o r  Named)

H/S 50



MEMORANDUM State of Alaska

t o r , d . S t e ven son  

A s s i s t a n t  to the C o m m i s s i o n e r  

D ep a r t me nt  of Revenue

F R O M c a r y l . Jen 

Di rector 

A u d i t  Divisi

d a te : February 20, 1976 

FILE NO:
TELEPHONE NO:

SUBJECT: Senate Bill 655

This bill w o u l d  a l l o w  the d e d u c t i o n  of federal income taxes pa i d  on co mp ut i n g  

t a x a b l e income for A l a s k a  purposes. T h e  impact of this legislation w o u l d  be 

rather significant. A n t i c i p a t i n g  that the a v e r a g e  A l a s k a  tax pay er  will h a ve  a 

t ax a b l e income of $12,0 00 and using the FY 76 a n ti ci pa t e d  receipts, the S t ate  

wo ul d e xp er i e n c e  a loss of  individual income tax r e v e n ue  of a p p r o x i m a t e l y  

$•9,500,000. In the C o r p o r a t e  Income Ta x ar ea  w h e r e  the total a n t i c i p a t e d  re­

ceipts is $ 2 6 , 6 70 ,0 0 0  for FY 7 6 , there wou ld be a loss of a p p r o x i m a t e l y  

$1 0, 70 0,0 00 or a total loss of $30,200,000. In 1978 the reve nue  loss should be 

10-20% g re ate r than the a bo v e  and e scalate up in s ubs e q ue nt  years.

This type of legislation w o u l d  in e s s e n c e  c on st i t u t e a m a j o r  cut in the A l a s k a  

tax rate. This a l s o  goes a g ain st the basic p h il os o ph y  of mos t taxation me t h o d s 

w h e r e  a lower level taxing au th or i t y  w o u l d  a l l o w  as a d e d u c t i o n  the taxes paid 

to the next hi ghe r level. In most taxing s itu ati ons , including o u r  c ur r e n t  one, 

this ope r a t es  in the reverse.

If the Le g i s l at ur e  's i nterested in reducing the Ala sk a Income T a x  rate, I w o u l d  

suggest they do it by a di re c t  change in the rates rather than a d d i n g  all kinds 

of special credits or d ed uct ion s to the c ur re n t  lav/.

G LJ/b jm

A t t a c h m e n t
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I n t r o d u c e d :  2 / 1 6 / 7 6

R e f e r r e d :  F i n a n c e

IN  THE SENATE BY CHANCE

SENATE B I L L  NO. 6 5 5  

IN  THE LE G IS L A T U R E  OF THE STA TE OF ALASKA 

NINTH LE G IS L A T U R E  -  SECOND S E S S IO N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  a l l o w i n g  a  d e d u c t i o n  f o r  f e d e r a l  i n c o m e  t a x e s

p a i d  o n  i n c o m e  f r o m  A l a s k a  s o u r c e s ;  a n d  p r o v i d i n g  f o r  

a n  e f f e c t i v e  d a t e . "

B E  I T  ENACTED BY THE LE G ISLA T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 1 1 3 . 2 0 . 0 3 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  r e a d :

( h )  I n  c o m p u t i n g  t h e  t a x  u n d e r  t h i s  c h a p t e r ,  t h e  t a x p a y e r  i s  e n ­

t i t l e d  t o  d e d u c t  f r o m  t h e  a d j u s t e d  g r o s s  i n c o m e  t h e  a m o u n t  o f  f e d e r a l  

i n c o m e  t a x  p a i d  i n  t h e  l a s t  t a x a b l e  y e a r  o n  i n c o m e  f r o m  A l a s k a  s o u r c e s .  

T h i s  a m o u n t  i s  t o  b e  a d j u s t e d  f o r  r e f u n d s  r e c e i v e d ,  a n d  a d d i t i o n a l  t a x e s  

a s s e s s e d  a f t e r  A p r i l  1 5  o f  t h a t  y e a r .

* S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  J a n u a r y  1 ,  1 9 7 8 .



•J /

/ JAY S. HAMMOND, GOVERNOR

F e b r u a r y  2 3 ,  1 9 7 6

T h e  H o n o r a b l e  B i l l  R a y  

C h a i r m a n

S e n a t e  F i n a n c e  C o m m i t t e e

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l  B u i l d i n g  

J u n e a u ,  A l a s k a

R e :  Sen* .  J i l l  No . 6 5 5

D e a r  S e n a t o r  R a y :

S e n a t e  B i l l  No. 6 5 5 ,  a n  A c t  a l l o w i n g  a  d e d u c t i o n  f o r  f e d e r a l  i n c o m e  t a x e s  

p a i d  o n  i n c o m e  f r o m  A l a s k a  s o u r c e s  w a s  i n t r o d u c e d  i n  t h e  S e n a t e  o n  F e b r u a r y  

1 6 ,  1 9 7 6  a n d  w a s  r e f e r r e d  t o  t h e  S e n a t e  F i n a n c e  C o m m i t t e e .

F o r  t h e  c o n s i d e r a t i o n  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e ,  I  am e n c l o s i n g  a  

F i s c a l  N o t e  a n d  a c c o m p a n y i n g  m em orandum  p r e p a r e d  b y  M r .  G a r y  L .  J e n k i n s ,  

D i r e c t o r ,  A u d i t  D i v i s i o n ,  D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  e f f e c t  o u  

i n c o m e  t a x  r e v e n u e s .

I f  y o u  o r  a n y  m e m b e r s  o f  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  h a v e  a n y  q u e s t i o n s  

o n . t h e  m a t e r i a l  s u b m i t t e d ,  p l e a s e  t e l e p h o n e  t h e  w r i t e r  a t  4 6 5 - 2 3 9 7  a n d  I  

w i l l  c o n t a c t  M r .  J e n k i n s  f o r  f u r t h e r  m a t e r i a l  o r  t e s t i m o n y  a t  a  h e a r i n g .

V e r y  t r u l y  y o u r s

R .  D .  S t e v e n s o n  

S p e c i a l  A s s i s t a n t

E n c l o s u r e

c c :  T h e  H o n o r a b l e  G e n i e  C h a n c e

S p o n s o r ,  S e n a t e  B i l l  No. 6 5 5

G a r y  L. J e n k i n s

D i r e c t o r ,  A u d i t  D i v i s i o n

D e p a r t m e n t  of  R e v e n u e



I. REQUEST
Bill No. Senate B i l l  655_______________ _ _______ ____________
Title: Deduction for fed, income taxes paid on income trom A K  sources, eft, date. 
Requested by: R. D. Stevenson Date: z-i8-'/b ~
Return Date Requested: 2-20-76 _____________________
A g e n c y :__________ Revenue Program: Audit

.---- T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O P  A L A S K A

F I S C A L  IJOTE

S e c o n d  S e s s i o n  - N i n t h  L e g i s l a t u r e

II. FISCAL DETAIL
Budget Request Unit(s) Affected: None

A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 ' TRAVEL
300 CONTRACTUAL
'100 COMMODITIES
500 EQUIPMENT
600 LAND h STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL
None Hone None None None None

B. FUNDING.: (Thousands 

GENERAL FUND

of doll 

None

ars)

None None None None None

FEDERAL FUNDS
OTHER

C. POSITIONS: 

PERMANENT/TEMPORARY 0 / 0 I 0 / 0 1 0 / 0 0 / 0  | 0 / 0 0 / 0

MAN MONTHS (P./T.) 0 / 0 O \ o 1' 0 / 0 0 / 0  j 0 /  0 0 / 0

III. ANALYSIS (See Fiscal Note Preparation Instructic Section III) 

N/A

IV. ATTACHMENTS 

See attached

V. DATE PREPARE

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e
cc: Budget, a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (F i r s t  L e g i s l a t o r  N a m e d )

ll/S SO



MEMORANDUM State of Alaska
T0R. D. St ev e n s o n d a t e : F e b r u a r y -20, 1976

A s s i s t a n t  to the C o m m i s s io ne r  

D e p ar t m e n t  of Revenue f il e  n o :
TELEPHONE NO.-

SUBJECT: Sen at e  Bill 655

Th i s  bill w ou l d  a l l o w  the d ed u c t i o n  of federal income taxes paid on c o m p u t in g  

ta xa b le  income for A l a s ka  purposes. T h e  impact of this legislation w o u l d  be 

ra the r s ign ificant. A nt i ci p a t i n g  that the a v e r a g e  A l a s ka  ta xpa yer  will h a v e  a 

ta x a b le  income of $12,000 and using the FY 76 a n t i c i p a t e d  rec eipts, the S ta t e  

w ou l d  e xp er i e n c e a loss of individual income tax r e v e n u e  of a p p r o x i m a t e l y  

$19»500,000. In the C o r p o r a te  Income T a x  are a  w h e r e  the total a n t i c i p a t e d  r e­

ceipts is $ 26 ,6 7 0 , 0 0 0  for FY 7 6 , there w o u l d  be a loss of a p p r o x i m a t e l y  

•$10,700,000 or a total loss of $ 30, 200,000. In 1978 the revenue loss should be 

10-20% g r e a t e r  than the a bov e and e sca la te  up in sub se qu e n t  years.

This  type of legislation w o u l d in e s s e n c e  c o ns t i t u t e  a m aj o r  cut in the A l a s k a  

tax rate. Thi s  a l s o  goes again st the b as ic p h il o s o p h y  of mo s t  taxation m e t h o d s  

w h e r e  a lower level taxing a u t h or it y  w o u l d  a l lo w  as a de du ct i o n  the taxes paid 

to the next hi g h e r level. In most taxing s i t ua ti on s ,  including o u r  c u r r e n t  o n e  

this o per at es  in the reverse.

If the L e g i sl at ur e  is interested in r edu cin g the A l a s k a  Income T a x  rate, I woul 

sugg est  they do it by a di r e c t cha n g e in the rates rather than a d d i n g  all kinds 

of special c red its  or de duc ti on s  to the c u r r e n t  law.

G LJ / b j m

A t t a c h m e n t

FROMgary l  .
Di rector 

Audi t Divi s i



I • JAYS. HAMMOND. GOVERNOR
i •

OmCE or THE COM M ISSIONER P O U C H  S -  JUNEAU 9 S S IIFebruary 23, 1976
The Honorable B i l l  Ray ChairmanSen ate Finance Committee A la sk a  S ta te  L e g is la tu r e  S ta te  C a p ito l B u ild in g  Ju n e a u , A la sk aRe: Senate B i l l  No. 655Dear Senator Ray:Sen ate B i l l  No. 655, an A ct a llo w in g  a ded u ctio n  fo r  fe d e r a l income ta xe s p aid  on income from A lask a  sources was in tro d u ced  in  the Senate on February 16, 1976 and was re fe rre d  to  the Sen ate Finance Committee.For th e  c o n s id e ra tio n  o f th e  Senate Fin an ce Committee, I  am e n c lo s in g  a F i s c a l  Note and accompanying memorandum prepared by Mr. Gary L . Je n k in s , D ir e c t o r , A u d it D iv is io n , Department o f  Revenue concerning e f f e c t  on income ta x  revenues.I f  you or any members o f  th e  Senate F in an ce Committee have any q u estio n s on th e m a te r ia l su b m itted , p le a se  telephone the w rite r  a t  465-2397 and I  w i l l  c o n ta c t Mr. Je n k in s  f o r  fu rth e r  m a te r ia l or testim ony a t  a h e a r in g .Very tr u ly  y o u rs ,

R . D . Stevenson S p e c ia l  A s s is ta n tE n closu rec c : The Honorable Genie ChanceSpon sor, Senate B i l l  No. 655
G a r y  L. J e n k i n s

D i r e c t o r ,  A u d i t  D i v i s i o n

D e p a r t m e n t  o f  R e v e n u e



T H E  L E G I S L A T U R E  O P  T H E  S T A T E  O F  A L A S K A

F I S C A L  N O T E

S e c o n d  S e s s i o n  - N i n t h  L e g i s l a t u r e

I. REQUEST
Bill No. Senate Bill 655 . _______ ____________
Title: Deduction for fed, income taxes paid on income trom AK sources, ett. date. 
Requested by: R. D. Stevenson Date: Z-l8-/b
Return Date Requested: 2-20-75"A g e n c y : ________________Revenue P r o g r a m : A u d it

II. FISCAL DETAIL
Budget Request Unit(s) Affected:__________ None

A. EXPENDITURES:' (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
A 00 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC.

TOTAL
None None None None None None

B. F U N D I N G : (Thousands of dollars)

GENERAL FUND None None None None None None

FEDERAL FUNDS
OTHER

C. POSITIONS:

PERMANENT/TEMPORARY 0 / 0 I 0 / O 0 / 0 0/ 0 1 0 / 0 | 0 / 0

MAN MONTHS ( P./T.) 0 / 0 O o 0 / 0 0/ 0 0 / 0 1 0 / o

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 

N/A

IV. ATTACHMENTS 

See attached

V. DATE

O r i g i n a l : 
c c :

PREPARE

L e g ! s  1 a t i v c  F i n a n c e
Budget, a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First. .eg i s la tor Named)



MEMORANDUM State of Alaska
t o r .  d. S t e v e n s o n  

A s s i s t a n t  to the C o mm i s s i o n e r  

D e p a r t m e n t  of Reve nue

FROM(ja r y l  . Jen

Di rector 

A u d i t  Divisi

d a t e :  February-20, 1976 

FILE NO:
TELEPHONE NO:

SU BJECT: Senate Bill 655

T hi s  bill w o u l d  a l l o w  the d e du c t i o n  of federal inc ome  taxes p a i d  on c o m p u t i n g

t a x a b l e  income f or Alaska purposes. T h e  impact of this legisla '>n w o u l d  be

ra th e r significant. A n t ic ip at i n g  that the a v e r a g e  A l a s k a  ta xp^ /er  will h a v e  a 

t a x a bl e  income of 12,000 and using the FY 76 a n t i c i p a t e d  re ceipts, the S t at e 

w o u l d  e x pe r i e n c e  a loss of  individual income tax  r e v e n u e  of a p p r o x i m a t e l y  

$19, 500 ,00 0. In the  C o rp o r a t e  Income T a x  a r e a  w h e r e  the total a n t i c i p a t e d  re­

ceipts is $ 2 6 , 6 7 0 , 0 0 0  for FY 76, there w o u l d  be a loss of a p p r o x i m a t e l y  

$ 1 0 , 70 0 , 0 0 0  or a total loss of $30,2 00, 000 . In 1978 the r eve nue  loss shou ld be 

10-20% g r e a t e r  than the a b ove  and e s c al at e up in s u b s e q u e n t  years.

Th i s  type  of l egislation w o u l d  in'ess enc e c o n s t i t u t e  a maj'or cut in the A l a s k a  

tax rate. T h i s  a l s o  goes a g a i n s t the b as i c  p h i l o s o p h y  of mo st  tax ation m e t h o d s  

w h e r e  a lower level taxing a ut h o r i t y  w ou ld  a l l o w  as a d e d u c t i o n  the taxes paid

to the nex t h ig he r  level. In most taxing s i t ua t i o n s ,  including o ur  c u r r e n t  one,

this o p e r a t e s  in the reverse.

If the L e gi s l a t u r e  is intere ste d in r edu cin g the A l as k a  Income T a x  rate, I w o u ld  

sugges t they do  it by a di r e c t c h a ng e in the rates rat her  than a d d i n g  all kinds 

of special credit s or de duc ti on s  to the c u r r e n t  law.

GL J/ bj m

A t t a c h m e n t
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