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113 Lakeshore Drive
PO Box 8
Pateros, WA  98846

August 15, 2007

Honorary Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.
Washington, D.C. 20426

RE: Wells Hydroelectric Project No 2149-131
Comments on the Douglas PUD Study Plan

Dear Secretary Bose:

On behalf of the City of Pateros (“the City”), we submit the 
following comments on Douglas County PUD’s (“Douglas PUD”) 
Proposed Study Plan dated May 2007.  

BACKGROUND

In our letter dated February 28, 2007 (and supplemented on 
April 2, 2007), the City requested that the Douglas PUD conduct 
the following studies:

1. Socio-Economic Impacts.  The City made a formal request 
for a study of the socio-economic impacts of the Wells Project on 
Okanogan County and the cities of Pateros, Brewster and 
Bridgeport, all of which are located within the Project boundary.

2. Operation and Maintenance of Recreation Facilities.  
The City requested Douglas PUD to conduct a study of the specific 
costs for operation and maintenance of city parks.

3. Visitor Information Center.  The City requested that 
Douglas PUD study the feasibility of a regional Visitor 
Information Center.

In its May 2007 Proposed Study Plan submission, Douglas PUD 
has indicated that it believes “none of these study requests are 
appropriate for study during the ILP study period.”  See p. 14.  
The City respectfully disagrees with Douglas PUD for the reasons 
set forth below.

Phone:  509.923.2571
Fax:  509.923.2971

E-mail:   
pateros@nwi.net
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I. Comments on Douglas PUD’s Denial of Study Request for Socio-
Economic Study

The City was very clear as to the nature of the requested 
study of the socio-economic impacts of the Wells Dam project on 
the surrounding cities, specifically identifying the following
issues for review:

• Identify, describe and document factors that influence 
regional and local economics, including health care, 
agriculture, schools and other public entities, industry 
and tourism.

• Identify the socio-economic impacts of the Wells Project 
on Okanogan County and the cities of Pateros, Brewster 
and Bridgeport. 

• Identify future growth opportunities and estimate the 
impact of Project operations on these resources.

• Specifically identify the socio-economic impacts 
resulting from the City of Pateros’ relocation and 
displacement when Wells Dam was originally built in 1962 
and the continuing effects of said relocation and 
displacement.

As will be discussed below, despite Douglas PUD’s 
resistance, a socio-economic study is required under the laws and 
regulations governing the relicensing of Wells Dam.

A. The FPA and NEPA both require FERC to consider socio-
economic impacts of continued operation of a hydroelectric 
project.

Before granting a licensee a new license to operate a 
federal hydroelectric project, FERC must comply with the mandates 
of the Federal Power Act (“FPA”) and the National Environmental 
Policy Act (“NEPA”).  Both statutes required the socioeconomic 
study requested by the City of Pateros.

First, the FPA gives FERC broad guidelines to apply in its 
hydroelectric-licensing decisions: 

In deciding whether to issue any license … for any 
project, the Commission, in addition to the power and 
development purposes for which licenses are issued, 
shall give equal consideration to the purposes of 
energy conservation, the protection, mitigation of 
damage to, and enhancement of, fish and wildlife 
(including related spawning grounds and habitat), the 
protection of recreational opportunities, and the 
preservation of other aspects of environmental quality.
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16 U.S.C. § 797(e). 

The FPA also provides: 

The project adopted … shall be such as in the judgment 
of the Commission will be best adapted to a 
comprehensive plan for improving or developing a 
waterway … for the use or benefit of interstate or 
foreign commerce, for the improvement and utilization 
of water-power development, for the adequate 
protection, mitigation, and enhancement of fish and 
wildlife (including related spawning grounds and 
habitat), and for other beneficial public uses [.]

Id. § 803(a)(1). 

These provisions recognize the numerous beneficial public 
uses of the waterways and courts have interpreted them as 
charging FERC with determining the "public interest" by balancing 
power and non-power values. See Udall v. Fed. Power Comm'n, 387 
U.S. 428, 450, 87 S. Ct. 1712, 18 L. Ed. 2d 869 (1967) ("The test 
is whether the project will be in the public interest."); see 
also American Rivers v. FERC, 201 F.3d 1186, 1201 (9th Cir. 1999)
("The [Act] establishes an elaborate regulatory regime which 
charges [FERC] with the responsibility to balance the interests 
of hydropower licenses and other participants in the licensing 
process.")

In Udall, the Supreme Court stated,

The question whether the proponents of a project "will 
be able to use" the power supplied is relevant to the 
issue of the public interest. So too is the regional 
need for the additional power. But the inquiry should 
not stop there. A license under the Act empowers the 
licensee to construct, for its own use and benefit, 
hydroelectric projects utilizing the flow of navigable 
waters and thus, in effect, to appropriate water 
resources from the public domain. The grant of 
authority to the Commission to alienate federal water 
resources does not, of course, turn simply on whether 
the project will be beneficial to the licensee.  Nor 
is the test solely whether the region will be able to 
use the additional power. The test is whether the 
project will be in the public interest.  And that 
determination can be made only after an exploration of 
all issues relevant to the "public interest," including 
future power demand and supply, alternate sources of 
power, the public interest in preserving reaches of 
wild rivers and wilderness areas, the preservation of 
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anadromous fish for commercial and recreational 
purposes, and the protection of wildlife.  

Udall, 387 U.S. 428, 450 (U.S. 1967) (emphasis supplied).

The Electric Consumers Protection Act of 1986 (“ECPA”) 
amended the relicensing provisions of Section 15 of the FPA.  16 
U.S.C. §808.  Subsection 15(a)(2), as amended, provides that any 
“new license issued under this section shall be issued to the 
applicant having the final proposal which the Commission 
determines is best adapted to serve the public interest.”

In interpreting FPA and ECPA, FERC has consistently held 
that socioeconomic impacts must be studied to comply with the
statute’s mandates:

This subsection also specifies that, in making a 
relicensing determination, the Commission must consider 
the requirements of Section 10 of the FPA.  The 
Commission must consider socio-economic impacts in 
making its licensing decisions, since it is required to 
consider all aspects of the public interest under 
Section 10(a)(1) of the FPA.  See Udall v. FPC, 387 
U.S. 428 (1987).

Elkem Metals, 45 FERC ¶61,044, at p. 61,148 (1988) (emphasis 
supplied). See also, Brookside Hydroelectric Co., 67 FERC 
¶61,041, at p. 61,122 (1994) (“the socio-economic impact on the 
area involved, including [the intervenor’s] business, is relevant 
in the Commission’s consideration of the public interest in 
licensing a project.”)  

In addition to the public interest factor of the FPA, the 
relicensing process must also satisfy the environmental review 
requirements of NEPA.  One of the primary purposes of NEPA is to 
estimate the effects of an action on the "human environment." See 
42 U.S.C.A. § 4332(2)(C).  As the implementing regulations 
adopted by the Council on Environmental Quality make clear,
socio-economic impacts must be studied when a project has wide-
ranging effects on the surrounding communities:

"Human Environment" shall be interpreted 
comprehensively to include the natural and physical 
environment and the relationship of people with that 
environment. This means that economic or social effects 
are not intended by themselves to require preparation 
of an environmental impact statement. When an 
environmental impact statement is prepared and economic 
or social and natural or physical environmental effects 
are interrelated, then the environmental impact 
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statement will discuss all of these effects on the 
human environment. 

40 CFR § 1508.14 (emphasis added; internal parenthetical 
omitted). 

This is also true in the relicensing context, as FERC made 
clear in Elkem Metals Company, 45 FERC ¶61,044 (1988):

NEPA’s aims include protection of the quality of life 
for residents in the area of the project.  Agencies 
administering that act accordingly should consider the 
full range of the project’s effects on the affected 
community.

Elkem, at p. 61,048.  

Accordingly, FERC itself has established that a request for 
renewal of an existing license cannot be evaluated without full 
consideration of the impact on the public interest and human 
environment, which necessarily includes an evaluation of the 
socio-economic effects on the surrounding communities.  The City 
of Pateros has proposed a reasonable set of study criteria that 
would provide FERC with this critical information.  Under FERC’s 
own interpretation of the FPA and FERC, a socio-economic study of 
this nature must be conducted before FERC can issue its 
relicensing decision. 

B. Socio-economic Studies Have Commonly Been Conducted in 
Relicensing Applications, Including the Rocky Reach 
Project Involving the City of Entiat and Chelan PUD.

FERC’s onsite representatives have suggested that the City’s 
request for a study of socio-economic impacts is unprecedented or 
impractical.  However, it should not be surprising given the 
statutory requirements discussed above that such studies are 
commonplace and have been done on a number of other relicensing 
projects, including one virtually “next door” to Wells Dam.  

1. Chelan PUD/City of Entiat/Rocky Reach Dam.

In its April 2nd submission, the City of Pateros made 
repeated references to the socio-economic study that was 
conducted by Chelan PUD on the Rocky Reach relicensing process.  
Rocky Reach Dam is located approximately 50 miles south of Wells 
Dam and is the next dam downstream on the Columbia River.  Like 
the City of Pateros, the City of Entiat was displaced as part of 
the original construction of Rocky Reach Dam in the late 1950’s.  
According to public records, Entiat received compensation for the 
condemnation of its land at the time of construction.  However, 
when the Rocky Reach project came up for relicensing, Chelan PUD 
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agreed to conduct a study of the socio-economic impacts of the 
project.

A comparison of Chelan PUD’s approach to this issue is 
helpful by way of comparison to Douglas PUD’s position.  Section 
1.10 of the Rocky Reach Study Plan (Exhibit A) states:

The need to assess existing socioeconomic resources of 
the area and project operations (low-cost power) on 
those resources was identified by stakeholders during 
the issue identification phase of relicensing the Rocky 
Reach Hydroelectric Project.  The city of Entiat, 
located adjacent to the Columbia River within the Rocky 
Reach Project area, has also requested that the 
socioeconomic study identify potential opportunities 
for expansion of existing markets and potential for 
developing new markets.

Ex. A, p. 3.

Section 2 identifies the Study Goal as follows:

The purpose of the socioeconomic study is to: 1) 
identify, describe and document factors that affect 
Project economics, including long term debt, cost of 
power, and the cost of relicensing; 2) identify, 
describe and document factors that influence regional 
and local economics, including industry, agriculture, 
schools and other public entities, recreation and 
tourism, and estimate the impact of Project operations 
on these resources; and 3) identify the potential for 
expansion of existing markets and the potential for 
developing new markets.

Ex. A., p. 3.

Section 5:  Task List identifies several tasks targeted by 
the working group.  Most notably, the following specific issues 
are addressed:

Task 3 – Identify which facilities or activities are 
directly or indirectly impacted by project operations 
and evaluate them with respect to a number of variables 
such as type of use, environmental conditions, scope of 
services provided, revenues generated, etc.  An 
inventory of relevant facilities and activities will be 
developed including, but not limited to:

-Industry
-Agriculture
-Schools and Other Public Entities
-Recreation
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-Tourism
Task 4 – Identify recreation, tourism and business-
related demands in the Entiat area and define current 
market status and potential market opportunities.

Task 4(a)-  The current status of local economy will be 
defined using following information:

-Population and demographic characteristics
-Income characteristics
-Labor force characteristics
-Employment and unemployment rates
-New construction permits
-Retail sales trends
-Transportation indicators

Task 4(b) – A general overview of the local economy 
will be developed.  The overview will identify, 
describe and document factors that influence private 
and commercial development, agriculture, recreation, 
tourism in the Rocky Reach reservoir and Entiat areas, 
and:

--Gather population projections for analysis of 
potential growth in demand of various recreation 
activities.
--Identify potential impacts of project operation 
on the city of Entiat.
--Document privilege taxes (and others) paid by 
Chelan PUD.
--Examine current allocations of privilege taxes 
by the state to the area of Entiat. (ie:  Entiat 
School District and city of Entiat)
--Assess historical impacts of the Rocky Reach 
Project on the Entiat economy.

Ex. A, p. 4-5. 

Surprisingly, Douglas PUD did not even mention the Rocky 
Reach socio-economic study in its response to the City of 
Pateros’ request for a similar study on the Wells Project.  
Rather than addressing this obvious precedent, Douglas PUD 
apparently believes that its best argument is to ignore the Rocky 
Reach study and simply claim that such studies are not required 
and/or not worthwhile.

2. SMUD/American River Project

However, the Rocky Reach project is not the only recent 
relicensing project where socio-economic studies were conducted.  
In approximately 2002, the Sacramento Municipal Utility District 
(“Sacramento MUD”) was going through the relicensing process for 
the Upper American River Hydroelectric Project in California, 
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FERC Project No. 2101.  As part of the relicensing, Sacramento 
MUD sought to add the Iowa Hill Pumped Storage Development 
Project to enhance its hydropower assets.  Sacramento MUD then 
conducted a socioeconomic study for the proposed operations.

The Study Plan (Exhibit B) states that its purpose is to:

identify the socioeconomic benefits, costs and other 
socioeconomic impacts of the Project to the region and 
to public services from the construction and operation 
of the Iowa Hill project.  The Study will address those 
benefits and costs that are directly and indirectly 
affected by the project.   

Ex. B. 
3. Appalachian Power Company/Smith Mountain

Another recent example involved the Appalachian Power 
Company’s application for a new license for the Smith Mountain 
Project in Virginia, FERC Project 2210.  In February 2007, the 
Appalachian conducted a socioeconomic study as part of the 
relicensing process,(Exhibit C) stating:

A number of socioeconomic issues have been raised thus 
far by participants in the relicensing process.  
Participants have noted that operation of the project 
and implementation of enhancement measures that may be 
required under a new license may have direct and 
indirect effects on surrounding property values, the 
economy of the region, the fiscal condition of 
surrounding municipalities and counties, and overall 
growth in residential development.  They have commented 
that establishment of the facility created the lakes, 
which in turn created certain recreational and housing 
opportunities, noting that ongoing operations of the 
facility directly affect these opportunities through 
management of lake water levels, access, maintenance, 
and other measures.  The land use, population, fiscal, 
and economic analysis conducted in this study is 
intended to address these issues by providing the basis 
for understanding the project’s effect on the local 
economy and community.  The analysis may help 
relicensing participants identify enhancement measures 
that could address any adverse project effects and help 
ensure that the project continues to contribute to the 
long-term vitality of the region.

Exhibit C, p. iv. 

As these three examples demonstrate, socio-economic studies 
are not only required under the FPA and NEPA, but more and more 
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licensees are voluntarily agreeing to conduct such studies as 
part of the ILP process.  Douglas PUD should follow the lead of 
Chelan PUD, Sacramento MUD and Appalachian Power and do the same
here.  

C. Douglas PUD’s Justifications for Denying the Study Request 
Are Not Valid.

Douglas PUD appears to rely on four primary arguments for 
denying the City’s request for a socio-economic study. However, 
none of these arguments provide a basis for FERC to excuse 
Douglas PUD from conducting this required study.

First, Douglas PUD points out the economic benefits the 
Wells facility has provided to the local economy, including the 
funding and development of parks and recreation facilities and 
low cost electricity.  See Section 3.4.3 of the Douglas PUD Study 
Plan.

With all due respect to Douglas PUD, this response misses 
the point.  The City does not dispute that there have been some
economic (and even social) benefits as a result of the 
construction and operation of the Wells project.  However, 
without question, there have also been a number of significant 
negative impacts to the social and economic health of these 
communities as a result of the operation of the Wells Dam.  As 
was stated in the City’s previous study request, the following 
are just some of the impacts that have already been identified:

• The construction of Wells Dam resulted in the flooding of 
the City of Pateros’ downtown area and displacement of
much of its business, civic and population centers. 

• The continued operation of the Dam will continue to cause 
the loss of area businesses, the loss of revenue 
(property, sales, excise and hotel/motel tax), additional 
cost of providing services, increased maintenance costs of 
new park assets, damage to the City’s civic and social 
fabric, the continued lack of valuable agricultural land 
and warehouse space, the continued loss of different kinds 
of recreation opportunities associated with a free-flowing 
river, and continuing environmental costs.

Douglas PUD does not dispute that these negative impacts 
have occurred, but apparently wants FERC (and the City) to be 
satisfied that the benefits outweigh the impacts without 
conducting any further study of the issue.  This is an 
unreasonable approach that completely disregards the entire 
purpose of the public interest and human environment studies 
required under the FPA and NEPA.  
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Douglas PUD is asking for another 50-year license to 
continue operating the Wells Dam.  For the reasons stated above, 
before FERC can issue a license, it must fully consider the 
impacts of the Wells project on the surrounding communities.  
Just as Douglas PUD cannot ask FERC (or the public) to assume 
that the operation of the dam will not have an adverse impact on 
fish or other wildlife, Douglas PUD cannot simply make the bald-
face assertion that the surrounding communities will be 
positively impacted by the continued operation of the project.  
The only way to determine and quantify these impacts is to 
conduct a socio-economic study.  

Second, Douglas PUD goes on to claim that it is not aware of 
any case where “FERC has required a licensee to provide 
compensation or to develop civic or community facilities for the 
sole purpose of enhancing the economy of a community, or to 
mitigate for lost tax revenues.”    However, in Virginia Electric 
and Power Company, Project No. 2716, 57 FPC 24 (1976), the 
licensee was required to give financial assistance to a rural 
community to mitigate the impact from an influx of construction 
workers upon the community's expenditures for education, law 
enforcement, solid waste disposal, general government costs and 
welfare and other social services.  See also Escondido Mutual 
Water Company, 6 FERC ¶61,189 at 61,1409 (1979) (Stating that the 
Commission can condition licenses pursuant to its statutory 
authority to minimize adverse socio-economic consequences of a 
project.)

In any event, the City of Pateros is not at this point
asking FERC to require an award of compensation as mitigation for 
the project’s negative impacts.  The City is merely requesting 
that Douglas PUD be required to conduct a study of the socio-
economic impacts of the continued operation of the Wells Project 
on the surrounding communities, as is required by law.  

The City of Pateros and Douglas PUD may also eventually 
reach an agreement for the provision of services or funds in 
compensation for project impacts, similar to the one reached
between Entiat and Chelan PUD on the Rocky Reach project.  The 
benefits provided to the City under the agreement would likely be 
tied to recreational-related improvements intended to offset the 
socio-economic impacts caused by continued operation of the Wells 
Dam facility.  

It may be that the information contained in a socio-economic 
study would also be useful in determining the appropriate 
elements of such agreement.  However, the primary purpose of the 
study would be to measure the impacts of continued project 
operations for FERC’s consideration in determining whether the 
license should be renewed.  A socio-economic study is required 
under the FPA and NEPA, regardless of whether FERC would ever 
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require Douglas PUD to provide compensation as part of the 
license renewal, 

Third, Douglas PUD objects to any study of the City’s pre-
1962 conditions, claiming that it is improper to study “pre-
project impacts” at relicensing because such impacts are not 
relevant for comparing the impact of relicensing on today’s 
environment. However, FERC has recently ruled that the past 
environmental effects of a project should be considered:

Under our judicially-approved baseline policy, we use 
the existing environment as a starting point for our 
environmental analysis at relicensing. As a result, we 
do not attempt to re-create or analyze the 
environmental conditions that existed before a project 
was built. This does not mean, however, that we ignore 
past environmental effects. To the contrary, past 
environmental effects are relevant and may be taken 
into account in determining what environmental measures 
may be appropriate for the new license term. Therefore, 
the fact that the project is already constructed does 
not preclude us from considering measures that are 
related to the continuing effects of project operation 
during the term of the new license. 

Public Utility District No. 1 of Pend Oreille County, Washington
(Pend Oreille PUD), 117 F.E.R.C. ¶61,205 (2006) (emphasis 
supplied).

The City of Pateros has pointed out the dramatic decline in 
population and business activity it experienced upon construction 
of Wells dam, not to seek compensation for the original 
displacement in 1962, but to illustrate the continued impacts the 
Wells Dam project will have on the surrounding communities.  As 
the Pend Oreille PUD case states, information about the project’s 
historical negative impacts is relevant in determining future 
mitigation measures.  Accordingly, the proposed study of the 
socio-economic impacts of the Wells Dam project should therefore 
include information about the City’s pre-1962 population and 
business data.

Fourth, Douglas PUD alleges that “there are numerous 
confounding factors that would render the study subjective and 
irrelevant.”  It may be true that conducting a socio-economic 
study of the Wells Project’s impact would involve some subjective 
elements.  However, as demonstrated above, similar studies have 
been conducted in other hydroelectric relicensing projects, 
including the Rocky Reach study, and have produced information 
that is both reliable and relevant to FERC’s evaluation of the 
public benefit and impact on human environment.  There is no 
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reason why a study of the Wells Dam project would be any 
different.

D. City of Brewster’s Request

In addition to the City of Pateros’ formal request, the City 
of Brewster also submitted a separate request for a similar 
socio-economic study.  While Douglas PUD has characterized 
Brewster’s submission as an “informal” request, we believe it is 
important for FERC to consider that two of the three 
municipalities situated on the Wells Dam reservoir have requested 
that Douglas PUD study the socio-economic impacts of extending 
the Wells Dam license for another 50-year period.

II. Comments On Refusal To Study Operation and Maintenance Of 
The City’s Recreation Facilities.

The City requested Douglas PUD to conduct a study of the 
specific costs for operation and maintenance of city parks.  
Douglas PUD responds as follows:

Studying these costs before measures are identified for 
recreation is not a recommended strategy.  Douglas PUD 
is proposing to first conduct the Recreational Needs 
Analysis and Public Access Study.  Following completion 
of these studies, Douglas PUD will determine which of 
the identified needs are related to ongoing Wells 
Project operations and then develop measures 
appropriate for meeting those needs.  Costs will be 
evaluated at that time.

Douglas PUD Proposed Study Plan, P. 19.

The City is very concerned about the long-term costs of 
operating and maintaining the City’s recreation facilities 
relating to the Wells Dam Project and wants to assure that extent 
of these costs is adequately studied.  The City believes a formal 
study plan conducted as part of the ILP process is the most 
appropriate method of determining these costs.  However, the City 
is willing to accept Douglas PUD’s proposal provided that the 
obligations of Douglas PUD as set forth above are incorporated in 
the revised ILP Study Plan document.

III. Comments On Refusal To Study Visitor Center.

The City requested a study of the feasibility of a regional 
Visitor Information Center.  Douglas PUD responded by proposing 
an alternative methodology:  

Douglas PUD is proposing to first conduct the 
Recreational Needs Analysis during the ILP study 
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period.  After completion of this study, Douglas PUD 
will evaluate the need, demand and project nexus 
related to reopening or relocating the existing Wells 
Visitor Information Center.

Proposed Study Plan, p. 14.

In subsequent discussions with Douglas PUD, the City has 
learned that Douglas PUD staff will recommend that a new Visitor 
Information Center be built at the current Wells Dam Overlook.
Based on this representation, the City does not believe that a 
formal study of this issue is required.  However, in the event 
Douglas PUD does not go forward as indicated, the City requests 
that FERC require a formal study of this issue.

CONCLUSION

For the reasons stated above, we believe that FERC should 
require Douglas PUD to conduct studies of (1) socio-economic 
impacts of the Wells Dam project, (2) the operation and 
maintenance of recreation facilities, and (3) a regional visitor 
center.  We envision the results of these studies as guiding the 
PUD and City of Pateros to enhanced recreational facilities that 
would benefit both entities.

Please let me know if you need any additional information.

Sincerely,

Gail A. Howe 
 

Gail A. Howe, Mayor
City of Pateros

Attachments:
Exhibit A
Exhibit B
Exhibit C
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