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COVPANY FOR AUTHORITY TO Formal Case No.
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APPEARANCES

ON BEHALF OF PUBLI C SERVI CE COW SSI ON OF THE DI STRI CT
OF COLUMBI A:

BRI NDA VWESTBROOK, COVM SSI ON SECRETARY

Public Service Conm ssion of the District of

Col unmbi a

1325 G Street Northwest, Suite 800

Washi ngton, DC 20005

bwest br ook@sc. dc. gov

(202) 626-9192
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PROCEEDI NGS

MR. THOWPSON: Good afternoon. For the
record, today is Monday, Novenber 25, 2024. The tine
is 2 p.m This is a neeting of the Public Service
Comm ssion of the District of Colunbia being held at
the comm ssion's hearing room [|'mEmle C. Thonpson,
Chairman of the D.C. Public Service Conm ssion. Also
participating are Conm ssioner Richard Beverly,
Comm ssi oner Ted Trabue.

Pursuant to the Open Meeting Act, the
Comm ssi on scheduled this neeting to consider fornal
case matters that require comm ssion action. The
proposed agenda for this nmeeting was posted on
Thur sday, Novenber 22, 2024. A record of today's open
meeting will be available on the conm ssion's website
after the nmeeting concl udes.

Comm ssi oners Beverly and Trabue, are
you prepared to vote and adopt the agenda?

MR. BEVERLY: Yes.

MR. TRABUE: Yes.

MR. THOWSON: All in favor of adopting

t he agenda, please indicate by stating "Yes."
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MR. BEVERLY: Yes.

MR. TRABUE: Yes.

MR. THOMPSON. And | vote yes. The
agenda i s adopt ed.

Today the Comm ssion will vote on its
proposed order on formal case nunber 1176 in the
matter of the application of the Potomac Electric
Power Conpany (PEPCO) for authority to inplenment a
multi-year rate plan for electric distribution service
in the District of Colunbia.

Before | begin readi ng about that, |
think it's inportant that | thank all the people that
got us to this point here today. This order is a
result of many | ong nights, days, weekends, holidays,
and everything in between. | know this for a fact
because | would see emnils and phone calls. And |
tried to actively tell people to put this order down.

Thankfully, they did not. They worked
tirelessly to draft and create a well thought out,
conprehensi ve order that ensures just and reasonabl e
rates and that is in the public interest. Typically

when giving things, | don't like to give nanes because
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you al ways | eave sonebody out, but | think I nust
publicly do so.

And | want to offer a personal thanks
t o Poorani Ramachandran, the head of the O fice of

Techni cal and Regul atory Analysis, as well as

Chris Lipsconbe, the general counsel. You both have
done amazing jobs. Further, | know you don't do your
work alone. So Steve, Gllian, Brian, Tom Dozier

[ ph], and so many nore from OTRA as well as Naza,
St ephan, Hunter, Kim Brian on the OGC side, thank you
agai n.

Their comm tnent hel ped nme and ny fellow
conm ssi oners navi gate several community hearings, a
| egi sl ati ve hearing, thousands of pages of party
testinonies and arrive at a decision that maintains
safe, reliable, and quality electric service in the
district while also advancing the district's clean
energy goals. So thank you.

Now, to the reason everybody is here.
Today, we are approving a nodified version of PEPCO s
second nmulti-year rate plan on an extended pil ot basis

for PEPCO s electric distribution service in the
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District of Col unbia.

Begi nning in formal case nunber 1139 by
order nunber 18846, the Conm ssion expressed an
intention to explore whether an alternative to their
tradi tional cost of service rate making should be
I npl emented in the district to encourage service
| nprovenents, managenent innovation, operational
efficiencies, and | ess frequent rate increase
requests.

G ven the expenses of traditional
utility regulation as well as the depl oynent of
di stributed energy service resources and grid
noder ni zation efforts in the district, the Comm ssion
i ndicated that it would allow PEPCO to include in its
next rate case a request for an alternative form of
rate making including an MRP proposal enphasizi ng that
our focus in considering any alternative nechani sm
will include a review of the benefits that accrue to
custonmers as opposed to solely focusing on the
utility.

In formal case nunber 1156, the

conm ssi on approved a nodified version of PEPCO s
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enhanced nulti-year rate plan as an 18-nonth pil ot
program t hrough the end of cal endar year 2022 after
determning that the nodified EMRP net the
requi renments of D.C. Code 34-1504, subsection D,
subsection 2.

The comm ssion found that establishing
the nodified EMRP to consider PEPCO s EMRP woul d al | ow
the first MRP filing to serve as an opportunity to
gat her val uable | essons | earned in assessing future
MRP proposals to facilitate the devel opnent of A4
regul ati ons.

On April 13, 2023, PEPCO filed an
application which it calls "Climte Ready Pathway" for
authority to increase existing distribution rates for
electricity by 191 mllion through inplenenting an MRP
for the years 2024 through 2026. The increases would
anount to 116.3 mllion for 2024, 34.5 for 2025, and
35.8 for 2026, which would result in nonthly increases
of $6.05 in 2024, $6 in 2025, and $5.96 in 2026.

On February 27, 2024, PEPCO updated its
proposal, reducing the total revenue requirenent to

186.5 mlli on. By order nunber 21630, the comm ssion
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granted -- status to the District of Colunbia
governnment, the United States CGeneral Services
Adm nistration, the D.C. Water and Sewer Authority,
and the Apartnent and O fice Building Association of
Metropol itan Washi ngton. The O fice of the People's
Counsel for the District of Colunbia is a statutory
party by right.

On July 28, 2023, by order 21886, the
conmm ssion directed PEPCO to one, file suppl enental
testinmony with the conpany in exhibits that explain in
guantitative and qualitative terns the benefit of,
problenms identified, and | essons | earned from for nal
case nunber 1156, nodified EMRP pil ot.

And two, file supplenental testinony
exhi bits along with supporting schedules to support a
traditional one-year rate case for the test period
cal endar year 2023.

On Cctober 19, 2023, PEPCO filed the
traditional one-year rate case for the test period
cal endar year 2023 that, if fully approved, would
I ncrease base distribution rates of approxi mately

108.2 mllion.
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On March 12, 2024, the O fice of the
Peopl e's Counsel, the District of Col unbia governnent,
and the Apartnment and O fice Building Association of
Met ropol itan Washington filed a joint notion to
dism ss or in the alternative notion for summry
di sposition, dismssing PEPCO s MRP

On June 10, 2024, the O fice of the
Peopl e' s Counsel and the Apartnment and O fice Buil ding
Associ ati on of Metropolitan Washington filed a notion
to dismss or an alternative notion for sunmary
di sposition. PEPCO filed responses to both notions.

By order 22013, the conm ssion denied
the joint notions and indicated that we woul d convene
a legislative-style hearing on July 30, 2024, to allow
the parties to present oral argunents before the
conm ssioners regarding matters raised in the two
joint notions and other relevant | egal and policy
I ssues that the parties believed are fundanental to
the comm ssion's decision in this proceedi ng.

The comm ssion convened three conmunity
heari ngs on March 27, 2024, April 2, 2024, and Apri

3, 2024. On July 30, 2024, the commi ssion convened a

www.Capital ReportingCompany.com
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| egi sl ative-style hearing.

Il will start by noting that the
conmm ssion only has authority over, and this case only
i nvol ves, the rates for distribution service. PEPCO
Is the sole distributor of electric power to hones and
busi nesses in the District of Colunbia. The
Comm ssi on does not have authority over generation or
transm ssion prices, nor do we have authority over the
taxes on your bill.

The conmm ssion has carefully and
t horoughly considered the record including thousands
of pages of filed testinony, the testinony and
comments fromthe | egislative-style hearing, the
comments at the community hearings, numerous responses
to data requests, and the briefs and reply briefs
filed by the parties.

The conmm ssion believes that PEPCO
shoul d be conpensated for its forecasted costs
i ncurred during the 2023 period. This includes
significant capital expenditures such as the upgraded
and rebuilt Harvard substation and the newy

constructed Mount Vernon substati on and ot her
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essential capital investnents.

The comm ssion believes that these
I nvest ments are necessary to nmaintain the current
reliability and quality of service as well as to
enhance resiliency for district rate payers. Based on
this record, the comm ssion now approves a nodified
versi on of PEPCO s second MRP as the extended pil ot
program which authorizes PEPCO to increase its
electric distribution rates for cal endar years 2025
and 2026.

PEPCO s MRP requested a revenue
I ncrease of 186.5 mllion. The authorized revenue
requi rement we approve for cal endar year 2025 is 99.7
mllion. And in 2026, it is 23.4 mllion for a total
revenue requirenent of approximately 123 mllion over
the two years.

The approved rate increase represents
about 35 percent reduction in revenue requirenment from
the conpany's initial request. This equates to a
nmonthly bill inpact for the average residenti al
customer of $7.54 in 2025, a 7.7 percent increase;

$3.80 in 2026, a 3.6 percent increase in the two
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years, respectively; or a total of $11.34 with an 11.7
percent increase.

This bill inmpact includes an increase
in the nonthly residential customer charge of $1 in
2025 and $1 in 2026. In structuring these net rate
I ncreases, the conmm ssion has taken steps to ensure
t hat PEPCO does not over earn its authorized rate of
return during the termof the nodified MRP extended
pilot by including an automatic credit adjustnent at
the conclusion of the MRP to adjust for any potenti al
over earning.

And requiring PEPCO to continue to file
the quarterly rate of return earning reports, annual
i nformation, and reconciliation filings which include
detail ed sunmari es of PEPCO s expenditures and an
updated conpliance filing on PEPCO s capital costs and
O&M expenses for the termof the nodified MRP extended
pilot.

The comm ssion has authorized an
i ncrease in the residential rate of return, an
I ncrease in the nonthly custoner charge in formal case

number 1176 nodi fi ed MRP extended pilot year, an

www.Capital ReportingCompany.com
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establ i shnment of a formal 1176 MRP Lessons Learned
process to evaluate the overall performance and
effectiveness of the nodified MRP extended pilot we
approved today to inprove the MRP process to
facilitate the adoption of regul ations for MRP and
ot her A4 applications.

I n addition, the comm ssion requires
t hat PEPCO undergo a two-phase nmanagenent audit
conducted by an independent auditor as follows. Ph
1 audit would cover cal endar years '23 and '24
expenditures contained in a reconciliation filing.
And Phase 2 audit would cover cal endar year '25 and
‘26 expenditures contained in the final reconciliat
filing.

Addi tionally, PEPCO, through its ann

ase

i on

ual

i nformation reconciliation filings, there will be an

opportunity for parties to chall enge the prudency o
expenditures from cal endar years 2023 to 2026.
Lastly, this order precludes PEPCO f
filing another MRP rate increase application until
Lessons Learned proceedi ng concl udes and the

conm ssion has issued a decision on the conpany's

f

rom

t he
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assessnment of FC 1176 Modified MRP Lessons Lear ned.

Fi ndi ngs and directives. The proposed
order and opinion includes, anong other things, the
follow ng significant findings and directives.

PEPCO s proposed test year of actual results for the
12 nont hs endi ng on Decenber 31, 2022, is reasonable
and appropri ate.

A nodified MRP extended pilot with
capi tal and operation and mai ntenance reductions is
adopted as a two-year MRP subject to the follow ng
conditions. One, the nodified MRP extended pilot is
executed as an MRP program for cal endar year 2025 and
2026. The nodified MRP extended pil ots authori zed
return on equity, ROE, is 9.5 percent for 2025 and
2026.

The overall rate of return is 7.28 for
2025 and 7.29 for 2026. A downward adj ustnent of
PEPCO S proposed 2025 capital expenditures by 77
mllion or 19 percent, and a downward adjustnment of
PEPCO s proposed 2026 capital expenditures by 134
mllion or 40 percent for a total reduction of 211

million.
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Approval of a capital structure for
PEPCO t hat contains 50.5 percent common equity in 49.5
| ong-term debt. This order initiates a FC 1176
Lessons Learned proceedi ng and requires PEPCO to
submt quantitative and qualitative Lessons Learned
assessnent subject to the framework as described in
this order. PEPCO is to continue reporting the
Performance Tracking Metrics (PTMs).

The Bill Stabilization Adjustnent (BSA)
wi Il continue under the nodified EMRP extended pil ot
and will be nodified to:

One, include an annual target revenue
per class; two, include an annual reconciliation and
surcharge; three, add a separate line itemfor the BSA
on custoner bills; and four, inplenment a true-up of
any future over and under collections of BSA surcharge
for each cal endar year beginning with cal endar year
"25 to avoid any further increase in the BSA deferral
bal ance.

Nunmber nine. The BSA working group
w ||l be reconvened to discuss a potential demand

conponent to the BSA surcharge and possi bl e additional

www.Capital ReportingCompany.com
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I mprovenents of the BSA to acconplish its goals
better. PEPCO has assessed a penalty of 15.3 mllion
for PEPCO s errors and demand billing determ nants in
formal case number 1156. This anount will reduce the
exi sting deferral balances for the GILV commerci al

cl ass.

Nunmber 11. PEPCO is to establish a
regul atory asset for COVID 19-rel ated costs associ at ed
wth Time Metered General Service Low Voltage (GILV)
def erral bal ances anortized over ten years for the
amount of 39.7 mllion with a carrying cost set at
PEPCO s cost of debt.

And nunmber 12. A reopener provision
that allows the comm ssion to reopen the nodified MRP
at any tine in the event of extraordinary or exogenous
circunstances outside the utility's control that wl
warrant the comm ssion's intervention to ensure
existing rates are just and reasonable or as necessary
to comply with applicable federal and | ocal | aw.

Specifically concerning PEPCO s revenue
al l ocati on redesign, we have determ ned t hat

approxi mately 41 percent of PEPCO s $123 nmillion
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revenue increase will be allocated to the residenti al
cl ass.

As a result to the class allocation
approved in this order, the residential class revenue
al l ocation will increase, sonmewhat shifting the cost
of allocation burden from non-residential custoners to
residential custoners to allow a bal anced approach to
cl ass revenue allocation that considers gradualismin
novi ng rates towards cost causation and equitable
treatnment for all custoner classes.

As not ed before, the conmm ssion
approves an increase in the nonthly residenti al
consunmer charge by $1 in 2025 and an additional dollar
in 2026. And the overall nodified MRP extended pil ot
monthly bill increase for the average residenti al
custonmer again is $7.54 cal endar year 2025 and $3. 80
in 2026.

Finally, none of the increases approved
in this order will affect |owincone district
custoners enrolled in the comm ssion's Residential Aid
Di scount (RAD) program Under this program all RAD

custonmers will continue to receive a credit equal to
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the total charge for distribution rates under the
conmm ssion's jurisdiction.

By order nunber 20749, the comm ssion
i ncreased the incone threshold from 75 percent of the
state nmedian incone |level to 80 percent of the area
medi an i ncone to expand the eligibility criteria for
custonmer participation in RAD and the residenti al
essential services prograns.

The district's Departnent of Energy and
Envi ronnent handl es enrol | ment on behalf of the
comm ssion. W encourage DOEE to continue inform ng
custoners who were deni ed under the previous incone
threshol ds that they may reapply for assistance and to
devel op awareness programto inform custoners who have
never applied for the utility discount prograns under
the new eligibility requirenents.

The comm ssion will continue to work
with DOEE to ensure that all eligible custoners are
aware of the program and have the opportunity to
enroll in the RAD program The conm ssion has al so
convened the Uility Discount Program education

wor ki ng group to devel op recomendati ons for possible
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202-857-3376




10

11

12

13

14

15

16

17

18

19

20

21

22

Hearing November 25, 2024

Page 20

expansi on of the RAD program

The comm ssion believes that the
nodi fi ed EMRP ext ended pil ot approved today protects
consuners, ensures the quality, availability, and
reliability of regulated electric services that's in
the interest of the public including sharehol ders of
the electric conpany as required by D.C. Code 34-1504,
subsection D.

Now, having said all that,
Comm ssi oner Beverly and Trabue, are you prepared to
vote?

MR. BEVERLY: Yes.

MR. TRABUE: Yes.

MR. THOWPSON: Comm ssi oner Beverly,
how do you vote?

MR. BEVERLY: | vote no, and | have a
written dissent.

MR. THOMPSON:. Okay.

Comm ssi oner Trabue, how do you vote?

MR. TRABUE: 1'd |like to make a
statenment if | may.

MR. THOMPSON: Let's finish the vote

www.Capital ReportingCompany.com
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and then --
MR. TRABUE: I'"ll vote in the
affirmative. Yes. And then I'll make a brief
st at enment .

MR. THOWSON:. Okay. And | vote yes.
The order is approved.

Comm ssi oner Beverly, | believe -- do
you have a statenent you'd |ike to make?

MR. BEVERLY: | do not. It's all in
writing.

MR. THOWPSON: Thank you.

Conmm ssi oner Trabue, do you have a
statenment you would |like to make?

MR. TRABUE: Yes, | do. M . Chai r man.

Thank you.
MR. THOWPSON: Thank you.
MR. TRABUE: M. Chai r nan,
Comm ssi oner Beverly. 1'd like to say good afternoon

to all of those assenbled today. Today's decision is
one of the toughest parts of my job, our jobs. And no
one up here likes to take actions that increase

custonmer bills, nor do we make this decision lightly.
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The reality is, if you |look at the
nunmbers, alnost a quarter of PEPCO s residential
custoners are in arrears. And currently, the action
that we are taking today, you know, potentially harns
t hem even nore. However, we nust acknow edge that in
these tines, extraordinary inflation included,
significant investnments have been made in terns of
safety and reliability of the system

But there are costs that nust be
managed in order for the conpany to continue to
provi de safe and reliable service to the residents and
busi nesses of the District of Colunbia.

VWil e sonme may say that this increase
Is too |large or gratuitous, when nmaking this decision,
the comm ssion reviewed over 30 decision points and
deened a nunber of expenditures that PEPCO originally
requested as unnecessary.

As a result, we reduced PEPCO s
request, as Chairnman stated, by approxinmately 35
percent. Additionally, it has been over four years
since the conmm ssion | ast approved a rate increase for

the conmpany. While we have listened to, and | share
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many of the concerns raised, the comm ssion is
confident that we are noving forward with a sound,
reasoned, and fact-based deci sion.

However, noving forward, it is my hope
that the Lessons Learned proceeding in formal case
1156 and this proceeding will shine a brighter |ight
on how to best proceed with any future MRPs that are
filed by PEPCO

Turning to the Bill Stabilization
Adjustnment, | would like to express my concern that
thi s mechani sm has strayed fromits intended ori gi nal
pur pose. The BSA was originally designed back sone 15
years ago to hel p conpani es support energy efficiency
prograns and the adoption of distributed energy
resources, Noble Energy Sol ar.

However, this mechanismin ny view has
shifted to include other activities that are outside
of the original intended purpose of the BSA. It is ny
belief and | |ook forward to the comm ssion's
engagenent with the working group to exam ne how best
to nove forward with the BSA.

Finally, I would like to also
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acknow edge the extensive engagenent activities of all
of the stakehol ders who participated in this
proceedi ng. Your feedback has been invaluable. The
conm ssion took great care in weighing your positions
and agreed with a nunber of themthat were presented
ei ther by OPC, AOBA, and other parties.

| also want to take this tine to
acknow edge the hard work of our staff. Over the | ast
20 nmont hs, we've had a nunber of turnovers in staff.
As many of you know, our director of OTRA left during
the mddle of this case. Qur deputy director fromthe
O fice of General Counsel also was stolen by FERC

Peopl e have stepped up and hel ped us
nove forward to get us to the point where we are
today. And so | want to acknow edge the significant
contributions of the staff who are here and those
particularly in my office. Kellie and Ral ea have
stuck with nme over these nonths to help us get to this
deci si on.

M. Chairman, that concl udes ny
remarks. And | thank you for readi ng that extensive

statenment to help those assenbl ed today and those
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within the sound of our voice understand the inpact of
this decision that we're making today. Thank you.

MR. THOMPSON:. Thank you,
Conmmi ssi oner Trabue.

I n accordance with our decision, PEPCO
Is directed to file revised rate schedul es together
with supporting work papers in its conpliance filing
by Decenber 9, 2024. Rates authorized in the opinion
and order shall be effective on or after 12:01 a. m
January 1, 2025, unless otherw se ordered by the
comm ssi on.

The comm ssion wll serve the order
el ectronically and post it on the conm ssion's
website. The conm ssion is also issuing a press
rel ease outlining the general inpact of our decision.

Before we adjourn, | want to note one
other thing. The comm ssion would like to invite
I nterested persons to coment on an NO related to
various matters related to electric utility
di stribution system plan and integrated distribution
system pl an.

This NO wll be issued today, and it
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wll lay the framework out for a distribution system
pl anni ng process here in the district.

There being nothing further, the
comm ssi on now stands adjourned. Thank you.

M5. WESTBROOK: All rise. Thank you
all.

(Wher eupon, at 2:27 p.m, the

proceedi ng was concl uded.)

www.Capital ReportingCompany.com
202-857-3376



10

11

12

13

14

15

16

17

18

19

20

21

22

Hearing November 25, 2024

Page 27

CERTI FI CATE

I, MATTHEW YANCEY, the officer before whom
the foregoing proceedi ngs were taken, do hereby
certify that any witness(es) in the foregoing
proceedi ngs, prior to testifying, were duly sworn;
t hat the proceedi ngs were recorded by ne and
thereafter reduced to typewiting by a qualified
transcriptionist; that said digital audio recording of
sai d proceedings are a true and accurate record to the
best of my know edge, skills, and ability; that | am
neither counsel for, related to, nor enployed by any
of the parties to the action in which this was taken;
and, further, that | amnot a relative or enployee of
any counsel or attorney enployed by the parties
hereto, nor financially or otherwise interested in the

outcone of this action.

VY Zawo e

MATTHEW YANCEY
Notary Public in and for the

District of Col unbia
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CERTI FI CATE OF TRANSCRI BER

I, SARAH MARTI NES, do hereby certify that
this transcript was prepared fromthe digital audio
recordi ng of the foregoing proceeding, that said
transcript is a true and accurate record of the
proceedings to the best of ny know edge, skills, and
ability; that I am neither counsel for, related to,
nor enployed by any of the parties to the action in
which this was taken; and, further, that | amnot a
relative or enployee of any counsel or attorney
enpl oyed by the parties hereto, nor financially or

otherwise interested in the outcone of this action.

SARAH MARTI NES
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