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Assessment Practices Review Panel

November 16, 2011

9:30 A.M.
Commissioners Conference Room, Duluth Courthouse
Present:  
Dawn Cole, co-chair

Jan Jackson


John Gellatly

John Vigen, co-chair
Gerald Palmquist

Bruce Sandberg



Rick Puhek


John Heino


Jim Aird



Jim Fisher


John Mulder


Roger Skraba







Staff:

Dave Sipila


Cory Leinwander

Rudy Schoolderman


Kerry Welsh 


Mark Monacelli

Roni Town



Guests:
Commissioner Peg Sweeney, Fifth District 

Commissioner Keith Nelson, Sixth District



Not present:
Stephen Abrahamson, Frank Bigelow
The meeting was called to order at 9:30 A.M. by co-chair Dawn Cole.  Minutes of the November 9th meeting were presented.  Mr. Puhek asked for modification of his quote, “Townships take an active role in their boards of appeal and equalization; they have importance in local politics,” which was incorrectly attributed to Mr. Skraba.   A motion was made by Roger Skraba, seconded by John Heino to approve the minutes as corrected.  The motion carried.  Chair Cole asked County Assessor Dave Sipila to present his cost analysis for assessment options described at the previous meeting.  
In calculating the cost of each option, Mr. Sipila examined expenses in relation to the county’s fee structure and present statutory requirements.  He first estimated assessor workload by parcel count.  Currently the county staff does 3,000 – 3,500 improved parcels per appraiser annually; Mr. Sipila felt more could be taken on.  To make a comparison, he assumed a workload of 3,500-4,000 improved parcels per county appraiser and 4,500 per appraiser for the City of Duluth, based on his observation of other counties.

Staffing in a “true county” system comes from the county; if adopted in St. Louis County, Duluth, Virginia, Ely and Hibbing would become county offices.  Principal appraisers and clerical staff in that scenario total 30.5 full time equivalents, with six new positions.  Segregating Duluth reworks assignments slightly and produces a change in city staff from 11.5 to 12.0 FTE, making a total staff complement of 42.5 for the county.  Mr. Sipila acknowledged that additional staff is necessary to make either system work effectively.  
	Per appraiser workload assumptions:  

	
	Residential Parcels
	

	
	Improved
	Total
	

	DULUTH
	3,769
	6,489
	

	VIRGINIA
	3,458
	6,328
	

	ELY
	3,619
	6,115
	

	HIBBING
	3,669
	5,642
	

	
	
	
	

	DULUTH CITY
	4,547
	6,275
	

	
	
	
	


	FTE assumptions:

	
	Appraisers
	CAMA – C/I
	Team Leaders
	Co Assessor/ 
Asst Co Assr
	Clerical
	Total Staff

	DULUTH
	5.0
	1.0
	1.0
	1.0
	3.5
	11.5

	VIRGINIA
	7.0
	
	1.0
	1.0
	2.0
	11.0

	ELY
	2.0
	0.5
	0.5
	
	
	3.0

	HIBBING
	3.0
	0.5
	0.5
	
	1.0
	5.0

	
	
	
	
	
	
	

	County current:
	24.0
	
	
	
	Subtotal:  
	30.5

	
	
	
	
	
	
	

	DULUTH CITY
	5.0
	2.0
	1.0
	1.0
	3.0
	12.0

	
	
	
	
	
	
	

	
	
	
	
	
	Total:
	42.5


	Cost estimate without City of Duluth:

	
	
	
	
	

	
	Estimation if True County
	Current Mixed System
	$ Change
	% Change

	Personnel
	$2,059,044
	$1,707,879
	$351,165
	121%

	Facilities
	$103,211
	$78,349
	
	

	Transportation
	$60,500
	$50,000
	
	

	Computers
	$57,173
	$47,250
	
	

	Everything else
	$102,487
	$84,700
	
	

	
	
	
	
	

	Totals:
	$2,382,415
	$1,968,178
	$414,237
	121%

	
	
	
	
	


$2,382,415 / 109,285 parcels = $18.84 per parcel (SLC less City of Duluth)
Duluth City, current city staff      $819,400 


$3,201,815 / 148,882 parcels = $21.51 per parcel (entire county including City of Duluth)
	Cost estimate with City of Duluth:

	
	Estimation if True County
	Current Mixed System
	$ Change
	% Change

	Personnel
	$2,857,817
	$1,707,879
	$1,149,938
	167%

	Facilities
	$149,521
	$78,349
	
	

	Transportation
	$85,000
	$50,000
	
	

	Computers
	$80,325
	$47,250
	
	

	Everything else
	$143,990
	$84,700
	
	

	
	
	
	
	

	Totals:
	$3,316,653
	$1,968,178
	$1,348,475
	169%



$3,316,653 / 148,882 parcels = $22.28 per parcel
Mr. Heino remarked that the panel’s comparison must be apples to apples.  Whatever system is recommended may not be the least expensive to operate, and at this point, the panel has no idea what the existing system would cost to upgrade to full performance.  Mr. Vigen stated that outlying areas are closer to full functionality, but Duluth’s struggles with staffing requires hiring at least three more employees to get the office up to speed.  Chair Cole noted to effect change a graduated shift is necessary, and the panel should consider how the three core elements for improvement – timely, uniform, and fair – would be instituted in the interim.  Workflow, minimum guidelines, and other potential solutions that have been considered will incur costs.  If townships can’t hire because no qualified candidates exist, how will that be addressed?  Ms. Jackson felt decreased communication from the County Assessor affects contract assessors’ ability to do their job, giving as an example schedules that are changed without notification.  

The number of local assessors was set at about 16, although some aren’t actually contracted with a jurisdiction.  Mr. Skraba asked if there was an accounting of the actual cost of township assessors.  While contract negotiations are public, the cost of a contract is between the township and the contractor.  Mr. Welsh stated a reasonable estimate would be 85 – 90% of what the county charges for assessment services in a jurisdiction.  Mr. Sipila said he was not concerned about what a local assessor was paid, as that cost is borne by the jurisdiction, but that the assessment met given criteria when audited.  Mr. Heino observed that it would be useful to have the two best estimates of the improved mixed assessment system versus the “true county” system for the purpose of comparison.
Mr. Vigen cautioned against forming preconceived goals to select one system over another.  He encouraged the panel to explore what must be done to fix the current system to make it timely, uniform and fair.  Mr. Heino characterized the panel’s dialogue as a rare opportunity to initiate change.  He felt the panel should declare that it had examined alternatives with due diligence, and expressed his view that they should not hold back in acknowledging the magnitude of the changes, or be overly concerned with politics or potential backlash.  Mr. Vigen agreed that the panel could do that without getting into specifics, such as changing Duluth’s charter or other issues beyond the group’s purview.  
Returning to Ms. Jackson’s comments regarding communication, he noted that in a multi-person office, one can share information with others, which is vital to stimulate ideas, strategies, and decisions.  In an independent office, contract assessors may lack the chance to engage with other appraisers.  He saw a breakdown in requirement for communication between contract assessors and the County Assessor.  Contract assessors must be treated as equals, and have the same expectations, as members of the county staff.  Mr. Vigen also commented that equipment and training must be equal for contract assessors to produce uniformity.         
Mr. Monacelli reiterated that the panel’s goal is to develop a five-year strategic plan, so if it does or does not adopt a “true county” system, the contract assessor system will continue for a minimum of four more years.  The panel needs to consider how that system should look and what needs to change.  He cited connectivity as an adjustment contract assessors need to make to better access the system.  On matters of implementation, St. Louis County is responsible to find resources and funding for both short- and long-term goals.  

Mr. Heino offered his opinion that one difficult issue is that of incentives and behavior.  He remarked that people figure out what they’re paid to do and do it on a behavior/reward basis.  Expectations that are not uniform create room for interpretation, allowing a township or assessor to say, “That’s the way the county does it – here’s how we’re going to do it.”  The existing system offers no reward for following county directives; officials answer to their constituents.  How do you align all the local jurisdictions with what the county needs to accomplish?

Mr. Fisher wondered whether there was a push to accept a “true county” system.  Mr. Skraba said he didn’t feel that was the case.  Contract assessors keep costs down by having flexibility in managing their expenses.  If the county gets upgraded systems and equipment and requires more than is currently provided, contract assessors go to the jurisdiction for expenses incurred and the jurisdiction will pay more.  Ms. Jackson stated that contracts cover only assessment and not the cost of equipment, supplies or technical capabilities; assessors reach into their own pockets for additional expenses.  Mr. Vigen asserted that if St. Louis County didn’t go to an all-county system, it would have to change its own system to provide equivalents for contract assessors.  
Mr. Mulder asked why jurisdictions would contract with local assessors rather than the county.  What could the county do to make itself more competitive for assessments?  Would jurisdictions choose the county over a contract assessor if they could be convinced that system would not tax them twice?  Mr. Vigen attributed the problem in part to parochialism – a notion that the county may do something inappropriate where township assessment is concerned.  Townships value their independence.  They want someone who can look after their interests, and fear loss of local control.  In a system intended to be equitable, however, local control is not always suited to the county’s mandated outcome.  Mr. Skraba asked whether St. Louis County can negotiate or produce the contract.  Mr. Sipila responded that the County Assessor’s authority is statutory, not contractual.  Decisions made on contracts are at the jurisdiction level only.

Regarding continuing education, Mr. Puhek stated that it’s unrealistic to expect participation in a beginning level class from assessors with many years of experience and higher degrees of licensure.  Mr. Vigen said this represents a disconnect between county and contract assessors, that important information may not be shared when assessors skip county workshops.  

Mr. Palmquist said from a township perspective, directives from the County Assessor can seem like the fox guarding the chicken coop, and explaining the workings of the system to constituents is challenging.  Recently the state sent townships a long survey to complete, giving the impression that the State of Minnesota may be considering the elimination of townships.  Townships vote directly on their levies, unlike local governments whose councils set levies.  Jurisdictions want to maintain that local control, but also want an assessor who performs the job appropriately.  Mr. Monacelli stated that the panel should reject any undercurrent suggesting the county wants a “true county” system.  The panel is in the business of making a decision based on the information presented; staff is present to listen.
Chair Cole suggested that township supervisors might benefit by being invited to participate in discussions with the County Assessor regarding assessment standards and obligations of the township in assessment performance.  Mr. Gellatly questioned whether it was possible to have a standardized contract with performance expectations established by the county and by statute.  In a case of non-performance, the township would then be advised by the county and be responsible to ask for that assessor’s resignation.  Mr. Fisher replied that the assessor must first be notified of deficiencies to have the opportunity to correct them.  Mr. Palmquist recommended the township board also receive a copy from the County Assessor of what was done or not done by the assessor.  He stated that notices were received by e-mail, which did not carry the force of a letter of notification.  The letter should state what must be done and list consequences for non-compliance.  Mr. Gellatly asked whether townships would be prepared to fire an assessor.  Assessment and associated costs, usually first and second on a township budget, might cause them to terminate a contract if the County Assessor could demonstrate unacceptable performance.  Uniform contract language would also discourage assessors with a bad track record from going township to township for work.
Mr. Vigen asked if St. Louis County has a performance bond for assessors, a policy that would be enforced in the event of non-performance to reimburse affected parties for any financial loss.  Mr. Fisher stated that many jurisdictions pay the assessor half up front and the other half on completion; however, this is not true in all jurisdictions.  Mr. Mulder suggested perhaps the county should set performance standards and hold the bond.  Mr. Gellatly commented that if townships don’t take control of these problems, the county might be forced into county assessment.  Mr. Fisher said the county’s reassessment cost his community $6,000–7,000 more than the original price.  Ms. Jackson noted that the county does the entire jurisdiction at once, so they won’t be back for four years. 
Mr. Welsh presented a handout on staffing at the county and local level.  County assessors must meet minimum experience requirements and be tested to qualify for the county’s hiring list, a process which does not exist at the local level.  Working independently, one may spend many years developing a foundation of knowledge in assessment techniques.  County assessors have the advantage of daily contact with other staff, and direct supervision of their work.  Local assessors may not have experience with new technologies for assessment.  County assessors must demonstrate skills in appraisal techniques, Minnesota property tax law, assessment technology, and interpersonal communication; there is not a common standard in these areas for contract assessors.  These differences create obstacles to fair, consistent and equalized work across the county.  Mr. Aird asked what it would take to get contract assessors on an equal footing with county assessors.  Mr. Welsh didn’t know if it was possible to attract qualified applicants; Ms. Jackson felt further training would be the answer.  Mr. Welsh asserted that finding candidates for local positions was a challenge; Ms. Jackson countered that assessment training classes are full.  Chair Cole summarized by stating the county is assuming more responsibility for local jurisdictions because of a lack of qualified contract assessors.   

After a brief recess, Mr. Schoolderman directed the panel in a discussion on what barriers exist to achieving timely, uniform and fair principles in local assessor practice.  Panel member shared their views.

John Heino:  the same dynamics that make township government more responsive to its citizens work against uniformity in assessment.

Gerald Palmquist:  Lack of authority – there’s no way to go after local assessors for non-performance or address townships.  

Jan Jackson:  Local assessors have deadlines set, we have deadlines for audits; if the job isn’t done, the county steps in and does it and the jurisdiction is charged.  It’s already there.

If remedies are in place, why don’t we use them?  

John Gellatly:  Under that system, the county is obligated to anticipate and budget for non-performance every year.  It’s not the most efficient use of staff and time.

Jim Fisher:  Some legislative issues we could try to get corrected – support at the state level, and giving the assessor more authority.

Rick Puhek:  Technology and upgrades to improved technology.  
John Heino:  I hear people saying that access to CAMA is a problem.  

Is connectivity an issue, the ability to access systems?
John Gellatly:  Definitely.  Without adequate access, we’re forced out of the system.

Is affordability of hardware to keep up with standards a problem?  At what level?

John Gellatly:  All levels.  The county, with more resources, takes much more initiative in investing in technology than the city can.

John Vigen:  In our discussion we need to define “local assessor” to distinguish between municipalities with an assessor and contract assessors who work independently.

Dawn Cole:  We have three levels of local assessors:  township, municipal and a city of the first class.  Each level has its own barriers, whether resources, expenses, politics or other.  

Roger Skraba:  $900,000 gone for abatements – what are the costs?  

John Gellatly:  Tax Court is a huge expense to the City of Duluth.
John Vigen:  In the relationship between county and contract assessors regarding legislative updates, training, and education, there is no requirement or consistency in communications.  Contract assessors are not brought up to speed as quickly as the county staff, which works together.  
Jim Aird:  It’s easier to contact someone in a city or county office than to reach someone who’s in a car or on the move.  

Dawn Cole:  Inconsistency in responsiveness.  Requests for data may be time-sensitive; some local assessors respond in a timely manner, some don’t. County data is made public, but there are concerns about the quality of data received from contract assessors.  What we need from county data systems is sometimes not broad enough in scope.  

John Gellatly:  In regard to Duluth, there is no fear of enforcement of the laws, so it’s difficult to demand compliance.  Duluth’s City Council has asked, “What happens if we don’t do….”

John Mulder:  An inability to deal with marginal performance – lack of enforceability.  There may be conflict between the jurisdiction’s perception of acceptable performance and what the county will accept.

Mark Monacelli:  Beyond that, non-performance.  The Department of Revenue gave no valuable assistance in a long-standing problem with an assessor.  The Department of Revenue will consider more authority for the State Board of Assessment.

John Heino:  There is a dysfunctional lack of alignment.  People directing the system are driven by different incentives, including loss of their elected position if constituents are displeased.
Working within a coherent team, there’s more exchange; there’s likely to be more consistency in how an issue is perceived.     

Dawn Cole:  Valuation is highly subjective.  Even within a set standard, there will be differences of opinion.  Experience and skill will color decisions.

Dave Sipila:  We are in regular communication with local assessors.  Some call frequently.  Some never call.  There are variables.

John Gellatly:  The number of sales, or lack of them, can make a difference in an assessor’s basis for comparison.  Comparative sales in Duluth, with 1300 home sales annually, will be much different than those in outlying and relatively isolated jurisdictions that see little change.  
John Mulder:  Even between communities in close proximity, the average can be different.  

Dawn Cole:  In local boards of appeal, decisions may be based on conjecture.  If a local board accepts a contract assessor’s report as correct without questioning the data in it, cases go on to the County Board of Appeal, costing St. Louis County more time and expense.
John Gellatly:  This is a performance issue rather than a barrier, but some local boards try to convene and end the same day. 

John Vigen:  Technology can help with appeals, too, but not enough local assessors have the marketing aspect of it or the technology to use. 

John Heino:  Collaborative, pragmatic, adversarial – what’s the relationship between St. Louis County assessors and those outside the county?
Rick Puhek:  In smaller cities, it’s been very good.  Dave’s office and mine have excellent rapport.  

Dawn Cole:  In cities of the second class, the relationship is collaborative.  Local assessors have a voice through AMCAT.  Some level of mistrust has always existed, beginning with the fee structure.
Jan Jackson:  Local assessors could use more frequent communication.  When meetings are held once a year, changes occur in the interim; we need to know more about those things.  

Mark Monacelli:  There’s been a mind-set of “us vs. them”.  We need to explore it to see what can be done to tear down that barrier, to encourage active participation from local assessors and active listening from the County Assessor’s office.  It’s a two-way street.  

Opportunities

John Gellatly:  Consistent performance standards integrated in a uniform contract (or perhaps a contract addendum) for local assessors, with clear measures for what the County Assessor will audit and causes for termination.  This would imply a schedule of notification by the county to both the local assessor and the township as to how those performance standards are being met, so no one is surprised.  
John Heino:  Vendors pay attention to a performance bond.  

How do we bring everyone to the table for what is essentially a gentleman’s agreement?

John Vigen:  The townships agree with the county to enforce standards if they are not uniform. 

John Gellatly:  It couldn’t be anything more than a memorandum of understanding between the two.  

John Heino:  If policy already exists, what this contract language does is provide an enforceable agreement between the local entity and the contractor.  The performance bond separates the pretenders from those who are capable of doing the job.  The contract is still between the jurisdiction and the contractor only, not the county.  

Mark Monacelli:  Assessment problems can become heated, leading to finger-pointing.  A citizen review panel could be formed to hear issues and allow both sides to make their case before the panel makes their recommendation.  

Dave Sipila:  There are two lateral issues:  1) Assessor oversight, and 2) employment of contract assessors by jurisdictions, in which the county has no part.  We have no staff to deal with contract issues, and the institution of a review panel would demand that we produce more reports and queries.

John Vigen:  The County Assessor has fiduciary interest for St. Louis County.  If all townships follow the contract language, the issue of uniformity begins to be addressed.  

John Heino:  Returning to a previous conversation, with a clear description of standards, the county could weed out potential problems, and possibly add, with legislative support, a provision for a register of acceptable or unacceptable assessor candidates, based on past performance.       

Even though our example was an exception, the tails of the exception are unforeseen consequences, trying to anticipate budget projections with abatements and potential litigation.

John Mulder:  How do we reduce the number of incidences like this over a period of time?  How do we prevent it from recurring?

John Vigen:  Standardized contracts have the effect of helping the contractor decide whether or not they meet the qualifications, and if they can do the job within the requirements.  The employer says, “If you don’t like it, don’t work for us.”

They can also be used to set a baseline for other issues, such as technology use.
Kerry Welsh:  What if the township sides with the assessor?  Where is the enforcement?  Does a situation like that further erode township and county relations?

Chair Cole wrapped up the discussion and asked about plans for the next meeting.  Mr. Schoolderman said he would expand the matrix he’d made and begin to integrate aspects from the most recent dialogue.  Chair Cole stated she would like to add positives regarding local assessors, relative to the timely, uniform and fair elements, but also to acknowledge that the panel had examined the whole of the system.  Mr. Vigen added that the local contractor fulfills a township need to maintain their identity, a part of their democratic profile.  

Mr. Schoolderman mentioned the need for a clear definition of “timely,” “uniform,” and “fair.” What are the key performance indicators – how do we measure that?  We can compile a list and offset with how they are or are not being met.  Mr. Gellatly indicated that issues about the City of Duluth had not been addressed in the latter part of the conversation.  It was suggested that a separate segment be devoted to the city, perhaps an hour, with a representative of the city, an administrator or city councilor, invited to participate.  

The next meeting will be held November 30th at the IRRRB Administration Building, with a working lunch.  December 7th is reserved for the meeting following.  With a motion by Mr. Vigen and a second by Mr. Puhek, the panel voted to adjourn at 1:30 P.M.  

Respectfully submitted,

Roni Town
Recording Secretary

Mr. Schoolderman’s synopsis has been included as an addendum.     
Deliberation notes November 16th 2011 – Duluth County Courthouse

Local assessor practice barriers to TUF

This deliberation discussion focused on the barriers posed by the current local assessor system on achieving the TUF principles. The panel members were asked in a round robin format to share their observations based on the presented information.  This was followed by a discussion on possible opportunities to remedy these observed barriers.
Lack of direct quality control over the local assessment process by the County
· The county has no authority to manage local assessors or directly address townships. Side note made that the County can step in and redo the assessment at the township’s cost. However, this requires the county to budget/plan for non-performance and clean-up. 

· Giving the county more quality control is a legislative issue at the state level.

Local control impacts countywide uniformity of local assessment practice
· The same dynamic that makes local government more responsive to local needs works against county wide uniformity.  Local assessors are driven by different reward systems and incentives, this leads to variance throughout the system. 

Difference in available resources between local and county assessors

· There is a gap between the County, which is progressive in maintaining up to date computer systems, and local assessors that have more limited resources to maintain the same technology standard. Note: There should be a distinction made between contract assessors in the townships and assessors employed by municipalities (cities of 1st and 2nd class).

· Accessibility to the VPN system for data entry is a barrier (connectivity and user-friendliness requiring shutting down all other applications).

Each type of local assessment has its own dynamics – requiring multiple measures to address TUF

· The fact that each type of local assessor has its own barriers (contract, city of 2nd and 1st class assessors) is a barrier in and of itself, requiring multiple measures at different levels to address TUF countywide.

A lack of coherence (us versus them, access to information and technology, willingness to interact) within the countywide assessment team (local and county) impacts the total outcome on TUF.

· The consistency concerning participation in training, education and legislative updates can be improved. The county organizes a meeting in the Fall, but participation is not mandatory. 

· Limited interaction between assessors and information sharing can result in variances. Note: Dave, there is no disconnect, the problem is when a local assessor is not responsive to address standards (difficulty for county to manage performance of local assessors). Most of the local assessors are in regular contact with the county to discuss valuations.

· Acknowledge that assessments have a certain level of subjectivity. A lack of coherence/exchange of information within the group can lead to greater discrepancies. A lack of an adequate number of comps in the townships requires communication with assessors in other areas in order to come to a good value appraisal. 

· The perception that there is an us versus them mentality between local and county assessors needs to be addressed. Barriers need to be taken down, this is a two way street.

· Assessors at county and city level in general allow for easier access to information. There is an inconsistency with local assessors that are less responsive to information requests from the public.

· Concerns about the quality of data provided by the local assessors make the county hesitant to make all information public.

City of Duluth requires a separate strategy to address performance concerns

· City of Duluth has no fear of enforcement of the law and as a result will not change its practices. DoR is seen as a paper tiger.

· Suggestion to address opportunities to improve performance of City of Duluth in a separate discussion. Preferably with a representative of the city present. 

Quality of work local boards of appeal can result in unnecessary work at the county level

· The appeal process at the local level appears to be insufficient. Question raised whether the local boards of appeal have adequate knowledge/training. The result is the County spending resources correcting mistakes that should have been addressed at the local level. Drivers in this can be, knowledge level board members, tendency to not re-visit properties but rely just on testimony, lack of access to technology allowing to present context of the property (roads, land type, access etc.).

Local assessor practice improvement opportunities

Develop a standardized contract for contract assessors:

· Establish uniform performance standards

· Require a performance bond

· Formalize the county quality performance standards by contract

· Note: this contract still needs to be enforced by the township and does not address the ability of the County to directly manage the quality of the assessment. It does provide a tool to increase awareness with the local jurisdictions regarding minimum quality requirements and the performance bond provides an additional incentive for the local assessor to meet these standards.

Establish arbitration process

· Establish arbitration process with townships that employ local assessors who are not performing. The panel would consist of 1 representative of each party and one joint appointment. Note: concern assessor that this process is too time consuming and will not be practical. If there is poor performance, the county needs to step in and address this prior to reporting deadline to the state. 

Dialogue with DoR and board of assessors addressing performance management & oversight 
· Even though incidences of extreme poor performance are limited, the current system does not adequately allow for a means to prevent these incidences from occurring and reducing severity.

· Dialogue with DoR and Board of Assessors cooperation and active involvement with SLC assessor to resolve violation of existing standards
· Suggestion to establish legislation giving the county more control over who can practice as an assessor in the county.
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