MINUTES OF THE

WEST LAFAYETTE REDEVELOPMENT COMMISSION

August 22, 2005

Revised

Redevelopment Commission members present: Steve Belter, Earle Nay, Patsy Hoyer, Chris Corrigan and Sandy Pearlman.  Also in attendance:  Mayor Jan Mills, Clerk Treasurer Judy Rhodes, City Attorney Bob Bauman, Development Director Josh Andrew, Beverly Shaw, Charlotte Martin and Cindy Polley of the Development Department, Park Superintendent Joe Payne, Tom Gall of TJ Gall & Associates, Gregory Deason of Purdue Research Park, Michelle White of Purdue Research Foundation, Richard Treptow of Umbaugh, Lucy Emison of Ice Miller, City Council member Patti O’Callaghan, and citizens and members of the media.  


Mr. Belter called the meeting to order at 12:04 pm.  Mr. Belter asked if the appropriate notices were posted and agendas mailed.  (Directed to Ms. Polley)  Ms. Polley answered yes. 

OLD BUSINESS


Mr. Nay made a motion to approve the minutes from the July 18, 2005 meeting.  Ms. Pearlman seconded.  The motion passed unanimously 3-0. 

NEW BUSINESS


Mr. Belter stated that with the concurrence of the Commission, I’d like to start with agenda item D.  Mr. Nay made a motion to approve Change Order #11.  Ms. Pearlman seconded.  Mr. Gall stated that basically we are zeroing out the balance of the undercut budget.  The second item is the turf amendment and over-seeding that is being done to the Cumberland soccer field.  Mr. Payne stated that it will all be used this fall for the first time ever.  We are using a nature safe fertilizer to improve the turf.  Mr. Gall stated that this is a zero dollar change order in terms of the contract and it has already been approved by the Redevelopment Authority.


Mr. Belter asked if anyone had any questions or comments.  None were made.  The motion passed unanimously 3-0.  


Mr. Nay made a motion to approve the release of the escrow account to Milestone Contractors.  Ms. Pearlman seconded.  Mr. Gall stated that they completed their work and their portion on Kent Avenue.  There is no reason to hold a balance in that escrow account.  


Mr. Belter asked if there were any questions or comments.  None were made.  The motion passed unanimously 3-0.


Mr. Nay made a motion to approve Change Order #1.  Ms. Pearlman seconded.  Mr. Gall stated that this is a change to remove some additional concrete beyond what was shown on the plan.  It was basically to make the sidewalk and drive revision in front of JL Records work out better as well as that corner being done before Dancing in the Streets. Mr. Belter asked if we are in good shape with the contingency for this project.  Mr. Gall answered yes.  Mr. Nay asked what the original allocation is for this.  Mr. Gall stated I don’t have the exact dollar amount but it’s on the spreadsheet.  It has landscaping and other things in that budget.  


Mr. Belter asked if there were any other questions or comments.  None were made.  The motion passed unanimously 3-0. 


Mr. Nay made a motion to approve Resolution RC-2005-8, which is an additional appropriation for the Sagamore District.    Ms. Pearlman seconded.  Mr. Gall stated that this will be an addition to the sidewalks beginning at the Village Bottle Shop and going west to Covington, across in front of University Square and Pizza Hut.  Also, we’ll be making some modifications to the intersection of Covington and the access road.  This will also correct the challenging entrance to the Fifth Third Bank area.  Those bids are due on August 30th.  We expect to sign a contract through Board of Works the following week.  It will be finished this fall.  Mr. Belter stated that I recall there being problems with real estate and drainage.  Mr. Gall stated that they have all been resolved as far as the drainage goes.  I can’t speak on the real estate but I’d assume those are too.  


Mr. Belter opened a public hearing on RC-2005-8, which is paying for improvements on the north side of Sagamore Parkway.  No questions or comments were made.  The public hearing was closed.    The motion passed unanimously 3-0.  Mr. Corrigan arrived.

Mr. Nay made a motion to authorize the payment of claims.  Ms. Pearlman seconded.  Mr. Gall stated that this closes out the 2003 Trail Project with Milestone.  Mr. Belter asked if all the appropriate signatures have been made on these.  (Directed to Ms. Martin)  Ms. Martin answered yes.  Mr. Bauman stated that the people managing and constructing the project stretched the dollars so that we’d be able to include other pieces in the trail project.  I encourage everyone to go out and see the trails and enjoy them.  The parking lot extension now nicely ties together the parking lot access, the softball fields, and the basketball courts and is getting good use.


Mr. Belter asked if there were any questions or comments.  None were made.  The motion passed unanimously 4-0.


Mr. Nay made a motion to approve Resolution RC-2005-9.  Ms. Pearlman seconded.  Mr. Belter stated that I would like to request a change to these documents in that they all refer to the old Whirlpool building.  The Research Foundation has renamed it to be the Ross Enterprise Center.  I would like to propose that be changed in this resolution.  Mr. Bauman stated that it is still the same building.  Mr. Nay made a motion for the amendment.  Ms. Pearlman second.  The amendment passed unanimously 4-0.  Ms. Emison stated that this is amending the plan for the KCB Tax Increment areas to include these projects in it that weren’t included and you have to have a public hearing to include it in the economic development plan for the area.  


Mr. Belter asked if there were any questions or comments.  Mr. Corrigan asked how it affects the bonding issue.  At one time we were talking about instead of directly bonding this, we were going to do a bond through Purdue for land, are we still going about it that way.  Mr. Andrew said no.  Ms. Emison stated that this is separate from the financing.  No matter how you do the financing, you’ve still got to do this amendment.  The financing is the next resolution to be considered.  It is a tax increment revenue bond issue that will be sold to Lafayette Bank and Trust and the proceeds will be used technically to purchase the building and sell it back to Purdue at a reduced price as a way of getting the city’s contribution back to the project.  It’s a fairly straight forward transaction.  Mr. Corrigan asked why we can’t just say here’s the money to be used for these improvements.  Ms. Emison stated that the statute doesn’t allow you to just give money to someone.  You have to go through extra legal hoops.  Believe it or not, this is the simplest way to do it under the statute authority that you’ve got.  Mr. Corrigan asked if the statute doesn’t allow us to say we are going to make these improvements to this building and then pay for it by bonding that.  Ms. Emison answered no, not if you don’t own the building.  Mr. Corrigan asked why that is.  Are we going around the statute?  Ms. Emison stated that this statute goes back 50 years.  The original concept is that a city, using it’s Redevelopment Commission would acquire a bunch of run down property and then sell it and that concept is still in the statute even though when you get an economic development project like this, it may not seem like the easiest way to do it but that’s the way it is and the general assembly has never seen fit to update it.  We play the cards we are dealt.  Mr. Bauman stated that we also decided some time ago that because of the schedule of this project, it probably didn’t make a lot of sense for the city to acquire the title and to contract out the improvements to the building.  It was something that because it was on a fast track design build, the city really wasn’t equipped to do it itself.  Mr. Corrigan stated that if we had wanted to go exactly by the statute, we could have acquired the building and done the improvements but we are just taking out one of the steps.  Mr. Bauman stated that we are still following the statute.  We could have done it differently but frankly it would have gotten the city involved in something that we probably don’t do as well and certainly couldn’t have done as quickly.  Mayor Mills stated that we never could have met the time table.  Mr. Nay asked if we had owned it during that period of time of the remodeling, would we have had a liability and had to have carried insurance and more expenses that we have avoided by doing it this way.  Mr. Bauman answered some but the biggest issue is that we could not have moved with the speed that they did. 


Mr. Belter asked if there were any questions or comments.  None were made.  Mr. Belter opened a public hearing on Resolution RC-2005-9, which is amending the declaratory resolution for the KCB TIF District to include the improvements to the Ross Enterprise Center.  


Ms. Rhodes asked how many square feet are being occupied by Butler and what portion is being used for other purposes.  Mr. Deason stated that the area that was renovated for Butler is 30,000 square feet.  Based on their described needs to be able to employee 200 engineers, that is the amount that was put together.  They are occupying just under 13,000 square feet currently for their first wave of employees.  The building as a whole is 112,000 square feet.  The difference of that is unimproved.  The funds that are part of this project would have included exterior upgrade and the 30,000 square feet.   Ms. Rhodes asked who else is occupying the building.  Mr. Deason stated that there is a computer group from Purdue and we are currently trying to attract other clients into the building.  Mr. Nay asked how long the One Purdue project will be there.  Mr. Deason stated that it is scheduled to be there for 3 years.  None of the funds that we are talking about through this resolution are part of funds that were spent for that project.  We were very deliberate in making sure that was not mixed.  Ms. Rhodes asked in regards to the accounting for the project, what are the work papers that support the dollar amount given on the project.  If you can describe to me what is available?    Mr. Deason stated that we can certainly provide the documents from the construction manager who was hired on this project.  From the get go, the Butler project has been a separate part of that arrangement.  It has been separately invoiced and those documents can be made available to you, certainly.  Ms. Rhodes asked what is specifically going to occur at the closing and is this going to act like a sale lease back arrangement.  Ms. Emison stated that at the closing, the Redevelopment Commission will purchase the facility for the agreed upon dollar amount and then immediately sell it back to Purdue for $1.  There is no lease involved.  Ms. Rhodes asked if this will be financed directly through the Redevelopment Commission or if there will be any lease with the Redevelopment Authority.  Ms. Emison stated that the Redevelopment Authority isn’t involved in this at all.  It’s direct Redevelopment Commission.  Mr. Nay stated that just to clarify this does not involve increasing the geographic space.  Mr. Deason stated that I’d like to make a few comments.  First and foremost, the ability to attract clients like Butler would not have happened without the cooperation and participation of this group.  We were able to keep the rents very low on this project, essentially what we would have on an “as is” rental basis.  These improvements have allowed us to be competitive.  The other thing that was remarkable is that it also demonstrated that there was a real partnership and working environment between the park (PRP) and the city.  This particular story is not a common story in terms of the kind of working relationship that has been demonstrated, not only in principle but in fact, through projects like this.  The entire TIF District has been a tremendous asset to our ability to grow the park and to see new buildings come along.  Thank you.  Mr. Bauman stated that Mr. Deason is too modest to say this but they’ve really taken a rather mundane warehouse building and turned it into some first class office space.  This is the kind of building that we need to attract this economic development.  Mr. Corrigan asked how much of the 4.2 million has been spent.  Mr. Deason answered all of it.  Because of the former use as a warehouse, it didn’t have a mass of utilities.  We also had the site improvements to the south for the parking area.  When we set out to do that, we set the renovation budget at that amount.  It turned out that the Research Foundation has contributed to that as well in the process.  Mr. Nay asked what the total was.  Mr. Deason stated that The Research Foundation had about $500,000 additional in it.  Ms. Hoyer stated that I was very impressed with the space that was left that you had set up for connections and expanding in leaving it open to the next person to take place there.  It was very impressive not only for what you have done but for what you are positioned to do.  Mr. Deason stated that they’ve already hired 40 people and Butler is expecting that first section to deal with about 75 people and then they’ll move into the next phase.  If for some reason they would not acquire all of that space, other commercial businesses would be attracted into that space and it is ready for that.  Mr. Nay stated that I believe I was told that the real estate in the park is at a very high occupancy rate right now.  Mr. Deason stated that it is.  With the Whirlpool building out of the total, most other buildings are over 90% on average, even the Technology Center, which was expanded this summer.  Mr. Corrigan asked in respect to the people who are here, are they permanent employees now?  Mr. Deason answered yes they are.  Mr. Corrigan asked how many of them live in the city limits.  Mr. Deason stated that he does not know that answer.  Ms. O’Callaghan stated the she is real pleased to see this happening and it’s a classic example of what the TIF Districts and the Redevelopment Commission can do for us.  


Mr. Belter closed the public hearing.  No other questions or comments were made.  The motion passed unanimously 4-0.


Mr. Nay made a motion to approve Resolution RC-2005-7.  Ms. Pearlman seconded.  Ms. Emison stated that the bond resolution authorizes the issuance of the bonds that we’ve been discussing.  It’s the financing document governing how the money comes in and goes out.  In particular, it authorizes the issuance of these bonds in the amount not to exceed $4,230,000.  It includes the terms of the bonds and the maximum interest rate of 6%.  The interest payment dates which are January and July 15th to be a 14 year term and above.  It authorizes the sale of the bonds in accordance with these terms and Lafayette Bank & Trust has agreed to purchase these bonds.  It authorizes the execution of the purchase contract.  It authorizes the mayor to obtain an investment letter from the bank saying they understand what the bonds are and the risks of the transaction.  It sets up the capital funds, which is where the bond proceeds will go and most of them will be dispersed on the day of closing.  The allocation fund, which was set up when this area was created when we did the original financing continues that but allows for these bonds to be paid out.  There are also conditions in there for additional bonds if you ever want to, as well as tax covenants so the bonds will be tax exempt.  Mr. Belter stated that it refers to bonds and notes and I had this recollection that the difference is the length of time.  Ms. Emison stated that when we were originally talking to Purdue we thought that we’d have to issue a bond anticipation note quickly to get things going and there isn’t any reason to take it out now.  We don’t anticipate using those provisions.  It’s a way that you can get money quickly say during the construction until you are more sure what the project is going to be.  This project though is already done so we don’t need to do that but we had considered it last fall.  Mr. Belter asked if we can pre-pay after two years.  Ms. Emison stated that you can pre-pay at anytime with a 30 day notice.  Mr. Nay asked if you can give more detail on what you meant by being able to issue additional bonds.  Ms. Emison stated that this sets the condition for which you can issue additional bonds payable from this tax revenue stream.  This is a protection for bond holders so they know that you aren’t going to go off and issue off bonds.  It also gives you the flexibility so there is no question if something happened, you can issue additional bonds if you have additional projects without worrying about impairing the rights of the outstanding bond holders.  This provision is very standard.  Mr. Belter stated that this is a pure TIF Bond, which is to say that we are not doing a general obligation tax back up bond.  Ms. Emison stated that is correct.  That is why we don’t have to do any lease financing.  Mr. Nay asked where it states the total cost.  Ms. Emison stated that there isn’t a table in here.  Mr. Treptow has the accounting report with the specifics.  The bond resolution does state that it isn’t to exceed $4,230,000.  Ms. Rhodes stated that on page 32, item I, I’m not understanding your reference to section twelve.  Ms. Emison stated that is a typographical error and should refer to section eleven. 


Mr. Nay made a motion to amend the resolution.  The first item being as just discussed on page 32 to reference section eleven.  The second item is to change references to the Whirlpool Building to be the Ross Enterprise Center.  The motion passed unanimously 4-0.


Mr. Corrigan asked if we could talk about the financial report.  Mr. Treptow asked the Commission to turn to page 7 in the report.  It shows a composition of the bond issue.  It breaks down where the 4.23 million dollars comes from.  The estimated project costs total $4,105,314 and the bond issuance costs $125,000.  What’s notable about this particular bond composition is that there is no debt service reserved and there are no underwriting costs.  Those are two examples of why this financing is efficient.  The debt service reserve would be more costly for the Commission in that you borrow at 4% and invest at less than 4% costing you money.  If you’ll turn to page 8, it shows you an amortization that shows how the 4.23 million is paid.  These are semi-annual payments through January 15th, 2018.  You’ll notice that Lafayette Bank & Trust, which is now called Merchants Bank & Trust, has offered to purchase these bonds at a flat 4%.  That is an excellent interest rate.  The final column shows the addition of both bond issues.  They are these bonds and the 2002 lease bonds.  Your total obligation for debt service would be about $1,050,000 per year.  Page 9 shows the comparison of your debt to TIF Revenues to the Total Debt Service.  The payments on this bond issue is about $215,000 semi-annually and the 2002 bond payments are in column three, and again the center column is the total debt service annually.  We are projecting TIF revenue in the KCB based on what’s in place right now.  We’ll gradually grow from the current estimate up to about $1,973,000 over the term of the bonds.  The reason it grows each year isn’t because we are projecting additional growth; that would be on top of this.  This is basically the reduction of abatements in place. Property tax abatements on real property granted for a 10 year period gradually wear off and the net tax bill increases on properties that have abatements. However, the bonds are structured with even annual payments so we end up with a growing cushioning share.  The coverage ratio is basically a ratio of revenue to that service.  It will gradually increase to about a 189% cushion.  Mr. Belter stated that we are being reasonably conservative here on our projections for growth in the TIF Revenue because we aren’t including things like the Walmart project that is already completed.  Mr. Treptow stated that we’ve included what was assessed as of March 1, 2005.  We assume that will all be abated.  Ms. Rhodes asked if you mean to say that the Walmart project is going to receive tax abatements.  Mr. Treptow answered no I do not know about the Walmart project.  Ms. Rhodes asked if there are no abatements that you are going to file.  Mr. Andrew answered no.  Mr. Treptow stated that the abatements that are scheduled aren’t assumed abatements on this project.  Mr. Treptow stated that the interest rate relative to this type of bond issue and the fact that there is no debt service reserve is very favorable.  We would not be able to get these terms on a public sale basis.  


Mr. Belter asked if there were any other questions or comments.  None were made.  The motion passed unanimously 4-0 as amended.


Mr. Nay made a motion to approve Resolution RC-2005-10.  Ms. Pearlman seconded.  Mr. Belter stated that this resolution is similar in some ways and also has some important instances with something we passed before.  The Indiana Legislature redid the property taxes a couple of years back by increasing the sales tax with the corresponding and with the reassessment that was court ordered to bring property tax values in line with market values.  That had an impact on TIF Districts.  The particular concern was that the state legislature did not want to reduce the income to TIF Districts that might be pledged as collateral or repayment source for existing bonds.  The way they accomplished that was by coming up with a scheme to allow an additional rate to be applied to the assessed evaluation, called the Tax Increment Replacement Levy.  Many Redevelopment Commissions around the state have accepted that additional levy.  The City of West Lafayette has not.  According to the state law, we can decide annually if we want to take that replacement levy.  What has changed is that this resolution proposes that we not only not take it this year, but that we flat out tell the state that we don’t intend to take it in the future.  Mr. Treptow stated that each worksheet has a part one and a part two.  Part one is to be completed by the Redevelopment Commission.  Part two is to be submitted, optionally, by the City Council.  The state law requires that Redevelopment Commissions submit part one basically estimating the amount of money they are losing due to this tax law of 2002.  Because we don’t know exactly for sure what assessed values are going to be ultimately applied for 2006, we have estimated on the high side.  That amount needs to be estimated and submitted by the end of August.  At that point your job is kind of done, however the City Council has the option of eliminating or reducing that levy.  It’s a City Council action.  Usually the City Council looks to the guidance of the Commission in determining which action to take. The Redevelopment Commission did not collect this TIF Levy in 2003 because of growth.  If the City Council does not want a levy or they want to reduce the levy, they have to fill out part two of these worksheets and submit it to the DLGF by September 20th.  So that is the process.  


Mr. Belter asked if there were any questions or comments.  Mr. Nay asked if I understand that it is possible to accept some of the levy but not all of them.  Mr. Bauman answered yes.  Mr. Belter stated that a more detailed answer is that we have that choice on each of the three districts.  Mr. Nay asked where in the documents do you have the projections for the two districts that have obligations for the levy that we are going to be okay.  Mr. Treptow stated that these worksheets do not include the debt service.  Mr. Nay asked how come.  Mr. Treptow stated that this is a state form and you don’t include that.  Mr. Nay stated that we should still be given a chance to see an analysis of what the impact would be in turning this down.  Mr. Treptow stated that for 2004-2005, the Commission and the Council decided that they preferred the revenue over debt service.  At that time we did an analysis showing the cushion and it’s only gotten better since then.  We didn’t re-do the analysis because it would only be better than it was last time.  Mr. Belter asked what the recollection of the coverage ratio was.  Ms. Rhodes stated that in that district is a little bit less than the KCB.  I think that is over $600,000 but that’s a rough estimate.  I can bring in the next schedule.  Mr. Nay asked if it is a correct statement that this consideration doesn’t apply to Sagamore Parkway because we don’t have any debt obligations.  Ms. Emison stated that the law increased the Property Tax Replacement Credit for school corporations from 20 to 60% and the impact on that was to reduce tax increment in existing TIF areas.  The provision was put in so that existing TIF areas would be protected through this additional tax increment levy.  The main reason they did this is that there were outstanding TIF funds taking away what can be a substantial amount of money, putting outstanding bonds in jeopardy.  This is what they call rough justice fix to try to make areas whole with the option for you to opt out of it if you don’t want to do it if you don’t need it.  Mr. Bauman stated that we’ve been so successful that we don’t need it and the picture is getting better as we go.  Ms. Hoyer stated that I noticed that this also states that we can change our mind at some point in the future.  We are doing very well with it.  We want to create TIF Districts to encourage economic development within those areas and we’ve been able to do that with the monies from those areas very successfully.  It’s very straight forward.  Mr. Corrigan asked why we don’t just do this on a yearly basis instead of spending money putting all this together when each year we could just amend it.  Ms. Hoyer stated that we still have to do it for this year, and I think that it’s a good idea because one of the things that the Commission has done very well is try to look ahead not only to make decisions for now but also to look at how we are going and what we are going to do.  Mr. Nay stated that I still didn’t get my question completely answered in that it still applies to Sagamore even though we don’t have an obligation.  Ms. Emison stated that is correct.  Mr. Belter stated that the reason for passing the legislation was to cover the folks that had outstanding obligations but the law covers all of them.  Ms. Emison stated that the law is broader than that and covers all the TIF Districts.  This was one of the things negotiated at the end of the session and this was considerably easier to administer than having to get into uncovered TIFs by just letting the cities decide whether they need it or not.  Mr. Nay stated that I would certainly agree that in the two large districts we have been almost too successful and I’m somewhat concerned how we will spend all that money appropriately while the city is having budgetary problems.  Sagamore Parkway is a different issue because it’s very small.  It has as much potential for a renewal as perhaps the other areas because we have some vacant buildings.  For us to walk away from potentially $29,000, I don’t like that and I didn’t like that last year.  We don’t know what is going to come in the future.  The percentage is 5% of what we would be turning down.  I think we need to have it in there that we discuss this every year and that we aren’t just ignoring it.  I think it would prudent to have a better cushion then what we’ve got in the Sagamore Parkway TIF because we don’t know what projects are coming down the line and that concerns me.  There is no question about the other two.  Mr. Bauman stated that we’ve had discussions before about the projects in Sagamore in connection with the land that was repaired.  We are moving ahead on accomplishing those things.  Mr. Nay stated that I think that is fantastic but we can’t say what’s going to happen next year.  Mr. Belter stated that I respect your opinion but I disagree with you on the policy because the TIF Districts, until now, have always not increased the property taxes but delayed the decrease.  The replacement levy, if implemented by us, would change that.  I understand your concern about what might come along and my preference is that we forego the replacement levy.  Any significant project that would come along isn’t going to be made or broken by $30,000 a year.  Ms. Hoyer stated that I support this and would like to continue to do so.  Mr. Corrigan stated that all we are doing is creating a presumption that we are going to do this from now on but if something comes along we can change it so it’s fine by me.  


Mr. Belter asked if there were any other questions or comments.  None were made.  The motion carried 3-1.  


Mr. Belter asked if there were any public comments for the Commission.  Ms. Rhodes stated that she received a copy of a disclosure for two bond issues featuring the name of the West Lafayette Redevelopment Authority regarding the Wabash Landing Parking Garage Signs and also the PRF Greenway Trail Bonds.  Mr. Belter, as chairman of the West Lafayette Redevelopment Commission was asked to sign the disclosure, which is required by the Security of Exchange Commission.  (Mr. Belter signed and approved the disclosure.)  I would also like to request that I be allowed to see the draft of this disclosure before it’s filed.  It was filed timely at the end of June.  I did not actually see a copy of it until the Redevelopment Authority was asked to pay the claim and in fact there were some errors in the disclosure.  They have no objections to me seeing the disclosure before it is filed but since the Redevelopment Commission is the approving body I’d like to ask your support in that.  Would you have any objections to that?  Mr. Belter stated that I have no objections to that.  Mr. Corrigan stated that we can just put something in the agenda every May saying this is what’s up and what we have to do so that there isn’t any question about it.  The Commission agreed.  Mr. Bauman stated that if it is done in time that’s fine but if the question of getting it filed in time to meet our obligations that obviously is the primary legal obligations.  Ms. Rhodes stated that an electronic document would be very useful.  (Further discussion about the timeline was made but conversations over each other were unable to be made out accurately.)

The Commission scheduled their next two meetings for September 12th at 12:30 pm and October 17th at 12:30 pm.  Mr. Nay made a motion to adjourn.  Ms. Pearlman seconded.  The meeting was adjourned.  

Respectfully submitted,
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Francis Earle Nay, Recording Secretary

Approved: 

________________________

Stephen Belter, President
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