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SECOND SUBSTI TUTE HOUSE BI LL 1803

Passed Legislature - 2011 Regul ar Sessi on
State of WAshi ngton 62nd Legi sl ature 2011 Regul ar Session

By House Capital Budget (originally sponsored by Representatives
Chandl er, Van De Wage, Blake, Kretz, and Wrnick; by request of
Depart ment of Ecol ogy)

READ FI RST TI ME 02/ 24/ 11.

AN ACT Relating to nodifying the Colunbia river basin managenent
program to prospectively nmaximze investnent tools; anending RCW
90. 90. 010, 90.90.020, and 90.90.040; reenacting and anending RCW
43. 84.092; addi ng new sections to chapter 90.90 RCW and creating a new
section.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW90.90.010 and 2006 ¢ 6 s 2 are each anended to read as
fol | ows:

(1) The Colunbia river basin water supply devel opnent account is
created in the state treasury. The account may receive direct
appropriations fromthe | egislature, receipts of any funds pursuant to
RCW 90. 90. 020 and 90.90.030, or funds from any other sources. The
account is intended to fund projects using tax exenpt bonds.

(2)(a) Expenditures from the Colunbia river basin water supply
devel opnent account may be used to assess, plan, and develop new
storage, inprove or alter operations of existing storage facilities,
i npl enent conservation projects, develop punp exchanges, or any other
actions designed to provide access to new water supplies wthin the
Col unbi a river basin for both instream and out-of-streamuses. Except

p. 1 2SHB 1803. SL
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for the devel opnent of new storage projects and punp exchanges, there
shall be no expenditures fromthis account for water acquisition or
transfers from one water resource inventory area to another w thout
specific legislative authority. For purposes_of this chapter, "punp
exchanges" neans water supply devel opnent projects that exchange water
from one source to_ another or relocate an_existing diversion
downstream wth resulting instream benefit.

(b) Two-thirds of the funds placed in the account shall be used to
support the devel opnent of new storage facilities and punp exchanges;
the remaining one-third shall be used for the other purposes listed in
this section.

(3)(a) Funds may not be expended from this account for the
construction of a new storage facility until the departnent of ecol ogy
eval uates the foll ow ng:

(1) Water uses to be served by the facility;

(1i) The quantity of water necessary to neet those uses;

(iii) The benefits and costs to the state of neeting those uses,
i ncl udi ng short-term and | ong-term econom c, cul tural, and
environmental effects; and

(tv) Alternative neans of supplying water to neet those uses,
i ncluding the costs of those alternatives and an anal ysis of the extent
to which long-term water supply needs can be net wusing these
al ternatives.

(b) The departnent of ecology may rely on studies and information
devel oped through conpliance with other state and federal permt
requi renents and other sources. The departnent shall conpile its
findi ngs and concl usions, and provide a summary of the information it
revi ewed.

(c) Before finalizing its evaluation under the provisions of this
section, the departnment of ecology shall nmake the prelimnary
eval uation available to the public. Public coment nay be nade to the
departnment wwthin thirty days of the date the prelimnary evaluation is
made public.

(4) Net water savings achi eved through conservation neasures funded
by the account shall be placed in trust in proportion to the state
fundi ng provided to i npl enent a project.

(5) Net water savings achieved through conservati on neasures funded
by the account devel oped within the boundaries of the federal Colunbia

2SHB 1803. SL p. 2
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river reclamation project and directed to the Odessa subarea to reduce
the use of groundwater for existing irrigation is exenpt from the
provi si ons of subsection (4) of this section.

(6) The_ departnent of ecology nay enter into_water service
contracts with applicants receiving water fromthe programto recover
all or _a portion of the cost of developing the water supply. Cost s
recovered under water service contracts does not include staff tine
expended by the departnent on_devel oping the water supply. Wth the
applicant's concurrence, the departnent nmy receive_ power revenue
generated by the water supply devel oped by the departnent through water

service_contracts. The departnent nay deny an_application_if_ the
applicant does not enter into a water service contract. Revenue
collected from water service contracts nust be_ deposited into_the
Colunbia river basin water supply revenue recovery account created in
section 3 of this act. The departnent nay adopt rules describing the
net hodology_as_to_ how charges _w |l _ be_ established and direct costs
recovered for water supply developed under the Colunbia river basin
wat er supply program WAter service contracts with federal agencies
under RCW90.42. 150 are not required to be established by rule.

(7) Moneys in the Colunbia river basin water supply devel opnent
account created in this section may be spent only after appropriation.

((6H)) (8) Interest earned by deposits in the account wll be
retained in the account.

NEW SECTION. Sec. 2. A new section is added to chapter 90.90 RCW
to read as foll ows:

(1) The Colunbia river basin taxable bond water supply devel opnment
account is created in the state treasury. All receipts from direct
appropriations from the |egislature, noneys directed to the account
pursuant to RCW 90.90.020 and 90.90.030, or noneys directed to the
account from any other sources nust be deposited in the account.
Moneys in the account may be spent only after appropriation. The
account is intended to fund projects using taxable bonds. Expenditures
fromthe account nay be used only as provided in this section.

(2)(a) Expenditures from the Colunmbia river basin taxable bond
wat er supply devel opnment account may be used to assess, plan, and
devel op new storage, inprove or alter operations of existing storage
facilities, inplenent conservation projects, devel op punp exchanges, or

p. 3 2SHB 1803. SL
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any other actions designed to provide access to new water supplies
within the Colunmbia river basin for both instream and out-of-stream
uses. Except for the devel opnent of new storage projects and punp
exchanges, there nmay be no expenditures from the account for water
acquisition or transfers from one water resource inventory area to
anot her wi thout specific legislative authority. For the purposes of
this section, the term "punp exchanges" nmeans water supply devel opnment
projects that exchange water fromone source to another or relocate an
exi sting diversion downstream with resulting i nstreambenefit.

(b) Two-thirds of the noneys placed in the account nust be used to
support the devel opnent of new storage facilities and punp exchanges;
the remaining one-third of the noneys nust be used for the other
purposes listed in this section.

(3)(a) Funds nmay not be expended from the account for the
construction of a new storage facility until the departnent of ecol ogy
eval uates the foll ow ng:

(1) Water uses to be served by the facility;

(1i) The quantity of water necessary to neet those uses;

(iii) The benefits and costs to the state of neeting those uses,
i ncl udi ng short-term and | ong-term economc, cul tural, and
environmental effects; and

(tv) Alternative neans of supplying water to neet those uses,
i ncluding the costs of those alternatives and an anal ysis of the extent
to which long-term water supply needs can be net wusing these
al ternatives.

(b) The departnent of ecology may rely on studies and infornmation
devel oped through conpliance with other state and federal permt
requi renents and other sources. The departnent shall conpile its
findi ngs and concl usions, and provide a summary of the information it
revi ewed.

(c) Before finalizing its evaluation under the provisions of this
section, the departnment of ecology shall nmake the prelimnary
eval uation available to the public. Public coment nay be nade to the
departnment wwthin thirty days of the date the prelimnary evaluation is
made public.

(4) Net water savings achi eved through conservation neasures funded
by the account shall be placed in trust in proportion to the state
fundi ng provided to i npl enment a project.

2SHB 1803. SL p. 4
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(5) Net water savings achieved through conservati on neasures funded
by the account devel oped within the boundaries of the federal Col unbia
river reclamation project and directed to the Odessa subarea to reduce
the use of groundwater for existing irrigation is exenpt from the
provi si ons of subsection (4) of this section.

(6) The departnment of wecology nmay enter into water service
contracts with applicants receiving water fromthe programto recover
all or a portion of the cost of developing the water supply. Costs
recovered under water service contracts does not include staff tinme
expended by the departnent on devel oping the water supply. Wth the
applicant's concurrence, the departnent nay receive power revenue
generated by the water supply devel oped by the departnent through water
service contracts. The departnment may deny an application if the
applicant does not enter into a water service contract. Revenue
collected from water service contracts nust be deposited into the
Col unbi a river basin water supply revenue recovery account created in
section 3 of this act. The departnent may adopt rul es describing the
met hodol ogy as to how charges will be established and direct costs
recovered for water supply devel oped under the Colunbia river basin
wat er supply program  \Water service contracts with federal agencies
under RCW90. 42. 150 are not required to be established by rule.

(7) Interest earned by deposits in the account will be retained in
t he account.

NEW SECTION. Sec. 3. A new section is added to chapter 90.90 RCW
to read as foll ows:

(1) The Colunbia river basin water supply revenue recovery account
is created in the state treasury. All  receipts from direct
appropriations from the |egislature, noneys directed to the account
pursuant to RCW 90.90.020 and 90.90.030, revenue from water service
contracts described in this chapter, or noneys directed into the
account from any other sources nust be deposited in the account.
Moneys in the account nmay be spent only after appropriation.
Expenditures from the account may be used only as provided in this
section.

(2)(a) Expenditures from the Colunbia river basin water supply
revenue recovery account may be used to assess, plan, and devel op new
storage, inprove or alter operations of existing storage facilities,

p. 5 2SHB 1803. SL
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i npl enment conservation projects, develop punp exchanges, or any other
actions designed to provide access to new water supplies wthin the
Col unbi a river basin for both instream and out-of-streamuses. Except
for the devel opnent of new storage projects and punp exchanges, there
may be no expenditures from the account for water acquisition or
transfers from one water resource inventory area to another w thout
specific legislative authority. For the purposes of this section, the
term "punp exchanges" neans water supply devel opnment projects that
exchange water from one source to another or relocate an existing
di version downstream w th resulting instreambenefit.

(b) Two-thirds of the noneys placed in the account nust be used to
support the devel opnent of new storage facilities and punp exchanges;
the remaining one-third of the noneys nust be used for the other
purposes listed in this section.

(3)(a) Funds may not be expended from the account for the
construction of a new storage facility until the departnent of ecol ogy
eval uates the foll ow ng:

(1) Water uses to be served by the facility;

(1i) The quantity of water necessary to neet those uses;

(iii) The benefits and costs to the state of neeting those uses,
i ncl udi ng short-term and | ong-term econom c, cul tural, and
envi ronmental effects; and

(tv) Alternative neans of supplying water to neet those uses,
i ncluding the costs of those alternatives and an anal ysis of the extent
to which long-term water supply needs can be net wusing these
al ternatives.

(b) The departnent of ecology may rely on studies and information
devel oped through conpliance with other state and federal permt
requi renents and other sources. The departnment shall conpile its
findings and concl usions, and provide a summary of the information it
revi ewed.

(c) Before finalizing its evaluation under the provisions of this
section, the departnment of ecology shall nmake the prelimnary
eval uation available to the public. Public coment nay be nade to the
departnment wwthin thirty days of the date the prelimnary evaluation is
made publi c.

(4) Net water savings achi eved t hrough conservation neasures funded

2SHB 1803. SL p. 6
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by the account shall be placed in trust in proportion to the state
fundi ng provided to i npl erent a project.

(5) Net water savings achi eved through conservati on neasures funded
by the account devel oped within the boundaries of the federal Col unbia
river reclamation project and directed to the Odessa subarea to reduce
the use of groundwater for existing irrigation is exenpt from the
provi si ons of subsection (4) of this section.

(6) The departnment of wecology nmay enter into water service
contracts with applicants receiving water fromthe programto recover
all or a portion of the cost of developing the water supply. Costs
recovered under water service contracts does not include staff tinme
expended by the departnent on devel oping the water supply. Wth the
applicant's concurrence, the departnent nay receive power revenue
generated by the water supply devel oped by the departnent through water
service contracts. The departnment may deny an application if the
applicant does not enter into a water service contract. Revenue
collected from water service contracts nust be deposited into the
Col unbia river basin water supply revenue recovery account created in
this section. The departnment may adopt rules describing the
met hodol ogy as to how charges will be established and direct costs
recovered for water supply devel oped under the Colunbia river basin
wat er supply program \Water service contracts with federal agencies
under RCW90. 42. 150 are not required to be established by rule.

(7) Interest earned by deposits in the account will be retained in
t he account.

Sec. 4. RCW90.90.020 and 2006 ¢ 6 s 3 are each anended to read as
fol | ows:

(1)(a) Wwater supplies secured through the developnment of new
storage facilities nade possible with funding from the Col unbia river
basin water supply developnent account, the Colunbia_river basin
t axabl e bond water supply devel opnent account, and the Colunbia river
basin_water supply_ revenue_ recovery account shall be allocated as
fol | ows:

(1) Two-thirds of active storage shall be available for
appropriation for out-of-streamuses; and

(1i) One-third of active storage shall be available to augnent
instream fl ows and shall be managed by the departnent of ecol ogy. The

p. 7 2SHB 1803. SL



© 00 N O Ol WDN P

N NN NNMNMNNMNNNRRRRERRRERRERPRPR
0o N O O A WNPEFEP O O OO NOOD O MM WN RO

29
30
31
32
33
34
35
36
37

timng of releases of this water shall be determ ned by the departnent
of ecol ogy, in cooperation with the departnent of fish and wildlife and
fisheries comanagers, to maximze benefits to salnon and steel head
popul ati ons.

(b) Water available for appropriation wunder (a)(i) of this
subsection but not yet appropriated shall be tenporarily available to
augnment instreamflows to the extent that it does not inpair existing
wat er rights.

(2) Water devel oped under the provisions of this section to offset
out -of -stream uses and for instreamflows is deenmed adequate mtigation
for the issuance of newwater rights provided for in subsection (1)(a)
of this section and satisfies all consultation requirenents under state
law rel ated to the i ssuance of new water rights.

(3) The departnent of ecology shall focus its efforts to devel op
wat er supplies for the Colunbia river basin on the foll ow ng needs:

(a) Alternatives to groundwater for agricultural users in the
(Odessa subarea aquifer;

(b) Sources of water supply for pending water right applications;

(c) A new uninterruptible supply of water for the holders of
interruptible water rights on the Colunbia river mainstem that are
subject to instream flows or other mtigation conditions to protect
stream fl ows; and

(d) New nuni ci pal, donestic, industrial, and irrigation water needs
within the Col unbia river basin.

(4) The one-third/two-thirds allocation of water resources between
i nstream and out-of-stream uses established in this section does not
apply to applications for changes or transfers of existing water rights
in the Colunbia river basin.

NEW SECTION. Sec. 5. A new section is added to chapter 90.90 RCW
to read as foll ows:

Two-thirds of the water nade available through reoperation of
Sullivan |ake funded from the Colunbia river basin water supply
devel opnent account created in RCW90.90. 010 nust be used to supply or
of fset out-of-stream uses described in RCW 90.90.020(3) in Dougl as,
Ferry, Lincoln, Okanogan, Pend Oreille, and Stevens counties. At |east
one-half of this quantity nust be mnade available for nunicipal,
donmestic, and industrial uses.

2SHB 1803. SL p. 8
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Sec. 6. RCW90.90.040 and 2006 ¢ 6 s 5 are each anended to read as
fol | ows:

(1) To support the developnent of new water supplies in the
Colunbia river and to protect instreamflow, the departnment of ecol ogy
shall work with all interested parties, including interested county
| egislative authorities and watershed pl anni ng groups((;—adgiacent—+to))
in the Colunbia river basin, and affected tribal governnents, to
devel op a Colunbia river water supply inventory and a |ong-term water
supply and denmand forecast. The inventory mnust include:

(a) A list of conservation projects that have been inplenented
under this chapter and the anount of water conservation they have
achi eved; and

(b) A list of potential water supply and storage projects in the
Col unmbi a river basin, including estinmtes of:

(i) Cost per acre-foot;

(1i) Benefit to fish and other instream needs;

(ti1) Benefit to out-of-stream needs; and

(1v) Environnental and cul tural inpacts.

(2) The departnment of ecology shall conplete the first Colunbia
river water supply inventory by Novenber 15, 2006, and shall update the
inventory annually thereafter.

(3) The departnent of ecology shall conplete the first Colunbia
river long-termwater supply and demand forecast by Novenber 15, 2006,
and shall update the report every five years thereafter

Sec. 7. RCW43.84.092 and 2010 1st sp.s. ¢ 30 s 20, 2010 1st sp.s.
c 9s7, 2010 ¢c 248 s 6, 2010 ¢ 222 s 5, 2010 c 162 s 6, and 2010 c 145
s 11 are each reenacted and anmended to read as foll ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated wth federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account isS
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash nmanagenent inprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act

p. 9 2SHB 1803. SL
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fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anobunts due to or
fromthe federal governnent pursuant to the cash nmanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enment the provisions of the
cash nmanagenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84. 160, the treasury incone
account may be utilized for the paynent of purchased banking services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynments to financial institutions. Payments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i nconme account except:

(a) The followng accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The aeronautics account, the
aircraft search and rescue account, the budget stabilization account,
the capitol building construction account, the Cedar R ver channel
construction and operation account, the Central WAshi ngton University
capital projects account, the charitable, educational, penal and
reformatory institutions account, the cleanup settlenent account, the
Colunbia river basin water supply devel opnent account, the Colunbia
river basin taxable bond water supply devel opnent account, the Col unbia
river basin_water supply revenue_recovery account, the common schoo
construction fund, the county arterial preservation account, the county
crimnal justice assistance account, the county sales and use tax
equal i zati on account, the deferred conpensati on adm ni strative account,
the deferred conpensation principal account, the departnent of
licensing services account, the departnment of retirenment systens
expense account, the developnental disabilities comrunity trust
account, the drinking water assistance account, the drinking water

2SHB 1803. SL p. 10
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assistance admnistrative account, the drinking water assistance
repaynment account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account, the election account, the energy freedom account, the energy
recovery act account, the essential rail assistance account, The
Evergreen State College capital projects account, the federal forest
revolving account, the ferry bond retirement fund, the freight
congestion relief account, the freight nobility investnent account, the
freight nmobility nmultinodal account, the grade crossing protective
fund, the public health services account, the health system capacity
account, the high capacity transportation account, the state higher
education construction account, the higher education construction
account, the highway bond retirenent fund, the highway infrastructure
account, the highway safety account, the high occupancy toll |anes
operations account, the hospital safety net assessnent fund, the
i ndustrial insurance prem um refund account, the judges' retirenent
account, the judicial retirenent adm nistrative account, the judicial

retirenment principal account, the local |easehold excise tax account,
the | ocal real estate excise tax account, the |ocal sales and use tax
account, the marine resources stewardship trust account, the nedica

aid account, the nobile home park relocation fund, the notor vehicle
fund, the notorcycle safety education account, the nultiagency
permtting team account, the nultinodal transportation account, the
muni ci pal crimnal justice assistance account, the nunicipal sales and
use tax equalization account, the natural resources deposit account,
the oyster reserve l|land account, the pension funding stabilization
account, the perpetual surveill ance and mai nt enance account, the public
enpl oyees' retirenent system plan 1 account, the public enployees’
retirement system conbined plan 2 and plan 3 account, the public
facilities construction | oan revol ving account beginning July 1, 2004,
the public health supplenental account, the public transportation
systens account, the public works assistance account, the Puget Sound
capital construction account, the Puget Sound ferry operations account,
the Puyallup tribal settlenent account, the real estate appraiser
conm ssion account, the recreational vehicle account, the regional
mobi ity grant program account, the resource nmnagenent cost account,
the rural arterial trust account, the rural Washington | oan fund, the
site closure account, the small city pavenent and sidewal k account, the

p. 11 2SHB 1803. SL
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special category C account, the special wldlife account, the state
enpl oyees' insurance account, the state enployees' insurance reserve
account, the state investnent board expense account, the state
i nvestnment board commngled trust fund accounts, the state patrol
hi ghway account, the state route nunmber 520 civil penalties account,
the state route nunber 520 corridor account, the supplenental pension
account, the Tacoma Narrows toll bridge account, the teachers'
retirement system plan 1 account, the teachers' retirement system
conbi ned plan 2 and plan 3 account, the tobacco prevention and control
account, the tobacco settlenent account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation inprovenent board bond retirenent account, t he
transportation infrastructure account, the transportation partnership
account, the traumatic brain injury account, the tuition recovery trust
fund, the University of Washi ngton bond retirenent fund, the University
of Washi ngton buil ding account, the urban arterial trust account, the
volunteer firefighters' and reserve officers' relief and pension
principal fund, the volunteer firefighters' and reserve officers
adm ni strative fund, the Washi ngton judicial retirenent system account,
t he Washi ngton | aw enforcenent officers' and firefighters' system plan
1 retirenment account, the Washington |aw enforcenent officers' and
firefighters' systemplan 2 retirement account, the Washi ngton public
safety enployees' plan 2 retirenment account, the Wshington school
enpl oyees' retirenent system conbined plan 2 and 3 account, the
Washi ngton state health insurance pool account, the Washington state
patrol retirenment account, the Wshington State University building
account, the Washington State University bond retirenment fund, the
water pollution control revolving fund, and the Wstern Wshington
Uni versity capital projects account. Earnings derived frominvesting
bal ances of the agricultural permanent fund, the normal school
permanent fund, the permanent comon school fund, the scientific
permanent fund, and the state wuniversity permanent fund shall be
all ocated to their respective beneficiary accounts.

(b) Any state agency that has independent authority over accounts
or funds not statutorily required to be heldin the state treasury that
deposits funds into a fund or account in the state treasury pursuant to
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an agreenent with the office of the state treasurer shall receive its
proportionate share of earnings based upon each account's or fund's
aver age daily bal ance for the period.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be all ocated earnings
w thout the specific affirmative directive of this section.

NEW SECTION. Sec. 8. The departnent of ecology shall, wthin
existing resources and in consultation wth stakehol ders, evaluate
options for aggregating projects to achieve the instream and out - of -
stream al | ocati on under RCW 90. 90. 020. The departnent of ecol ogy shall
report its findings to the | egislature, consistent with RCW43. 01. 036,
by Septenber 15, 2011.

Passed by the House March 4, 2011.

Passed by the Senate April 4, 2011.

Approved by the Governor April 15, 2011.

Filed in Ofice of Secretary of State April 15, 2011.
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