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Q.

Please state your name and business address.
My name is Kenneth T. Houston. My business asslis 700 N.E.
Multnomah, Suite 550, Portland, Oregon 97232.

Please describe your educational background anaork

experience.

A.

| received a Bachelor of Science Degree in HEiemt Engineering
from St. Mary’s University in San Antonio in 1982l received a
Master of Science Degree in Management from TrayeStniversity
in 1996. | am a registered professional engineerelectrical
engineering in the states of Texas, New Mexico, @neggon. | have
worked for three investor owned utilities over m{ year career and
joined PacifiCorp in 2003. | have held various iaegring and
management positions in operations, design, powgplg, and
transmission.

For whom do you work?

| am Director, Transmission Services for Padifig. | manage the
group responsible for FERC Open Access Transmisdianff
(“OATT”) compliance, including responding to custenrequests for

interconnection to the Company’s transmission sgste My
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department also reviews and responds to custonucmeses for
transmission service on the Company’s transmissystem.
What is the purpose of your testimony?
The purpose of this rebuttal testimony is tqew to direct
testimony filed on August 18, 2006 by Charles Dayland Roger J.
Swenson on behalf of Desert Power, L.P.
Please summarize your rebuttal testimony.
My testimony clarifies and corrects many of #ssertions made by
Desert Power regarding the interconnection stutheslucted by
PacifiCorp on behalf of Desert Power. | brieflyrsuarize the
interconnection procedures used by PacifiCorp tholy the current
FERC OATT procedure. | also discuss the varioepsand actions
taken by PacifiCorp in an effort to expedite thedsts and
interconnection of the Desert Power project. llaixpthat those
efforts were only required because of the sixteghane half months
delay caused by Desert Power’s actions, including:
» A six month delay in application for interconnectigervice
calculated from the date the PPA was signed, amel months
from when PPA negotiations began in earnest, tatheal

date the interconnection request was made;
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» A three and one half month delay during the intenaxtion
study process calculated from the date the interecton
application was submitted until the generator tezdirdata
was finally provided to PacifiCorp; and

» A four month delay during the interconnection stpdgcess
calculated from the date PacifiCorp provided arcatable
interconnection agreement until the date commepte w

received back from Desert Power.

On Page 2, Line 24 of Mr. Swenson’s Direct Testiony, he asserts

that PacifiCorp “has made it impossible for DeserfPower to
perform under the contract....” |Is that statement acacirate?
No.

Does PacifiCorp Transmission Services have angterest in
preventing Desert Power’s interconnection of its ng steam
turbine generator?

No. PacifiCorp Transmission Services managesiRarp’s
Transmission System as a separate function fronfiCaip’s
Commercial & Trading, Trading & Origination busiisasit, also
know as the Merchant function. In 1996, FERC idsDeder No.

888, directing the functional separation of traresian

Page 3 — Rebuttal Testimony of Kenneth T. Houston



60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

responsibilities from marketing and trading respahes within
vertically integrated electric utilities that owngensmission systems.
Because of this functional separation mandated&RE;
interconnection and power purchase agreementsaadidd by
different functions within the Company. Intercontiegc to the
Company’s transmission system is coordinated byficacp
Transmission Services, as the transmission functiRkower purchase
agreements are handled by the Merchant functi®&@RG-regulations
require that PacifiCorp Transmission Services eyg®s function
independently of PacifiCorp’s Merchant function doyges.
Additionally, PacifiCorp Transmission is obligatexitreat all
customers requesting service in priority order givé no preference
to any one customer over another.

Is Mr. Swenson completely accurate in his summgrof the
interconnection process on Page 2, line 37 of hisréct

Testimony?

No. The current OATT process requires develppeisubmit an
application and deposit to hold a place in quelige application
requires the developer to provide project detaituding generator

technical data and site control. PacifiCorp meg&hawledge receipt
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of the request within five business days. Oncewelbper’'s
application is deemed complete a scoping meetifidpeischeduled
with the parties within ten business days. PaoiffOmust coordinate
studies and study results with input from othengraission providers
who may be impacted. A feasibility study agreemesubmitted to
the customer within thirty days of their completgaplication. Once
the feasibility study agreement is signed and théyscosts are
funded by the developer, PacifiCorp has forty freadendar days to
complete the study. Once the feasibility studgaspleted, both
parties review the study results within 10 daysrafthich time
PacifiCorp issues a final feasibility study repadiftthe time frame for
completing the study cannot be met by PacifiCoqgpice is provided
to the customer with an updated delivery date had¢ason for the
study delay.

A similar process is used to complete the next, stdich is the
system impact study, however PacifiCorp has 90 ttagemplete the
study work after a system impact study agreemesigised.

The final step in the process is the facility stughere PacifiCorp
and the customer finalize the full scope of botttiipa work, the final

cost estimates and enter into an interconnectiozeagent. The study
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procedure allows either ninety or one hundred gighys for this
study depending upon the cost estimate accuraegtedl by the
customer. Negotiations over the interconnectiaeagent can add

up to 60 additional days.

Did PacifiCorp follow its Open Access Transmissin Tariff study
process to the letter in the case of Desert Power?

No. PacifiCorp agreed to accelerate the OATt€nconnection
process for Desert Power’s Qualifying Facility mattempt to help
Desert Power meet its very aggressive schedule.

How and why did PacifiCorp deviate from the stadard OATT
requirement?

The standard requirement for studies in the OAfdcedure is a 45
day feasibility study, a 90 day system impact staahygl then
typically, a 90 day facility study. This does mutlude additional
time for meetings, agreement development and reoeweport
reviews. Each step in the process has a speaaifecftame and the
process defines the various communications, stigpgsits, and
agreements that are required. If the maximumtetiatime for each

step as defined in PacifiCorp’s OATT is taken, ¢hdéire process,
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from application until an interconnection agreemsrdigned, can
take up to up to 480 days to complete. This carease to 570 days
if the customer requests greater specificity indbst of facilities
estimate in the facilities study. This is just gtedy process.
Typically engineering, procurement, and constructioes not begin
on a project before an interconnection agreemesigised after the
study process is completed. Due to the Desert Pseteedule, it was
clear early on that the standard OATT procedurelgvoat be
completed in time to meet Desert Power’s requdstservice date.
As a service to Desert, PacifiCorp agreed to atteni20 day
combined system impact and facility study in aorffo meet Desert
Power’s requirements. By combining the system chpaudy and
facility study it eliminates the need to executpasate study
agreements and the associated time consumingistbpsveen.
PacifiCorp believes the results from the expedstedy process used
in this case saved Desert Power at least nine rmavidr the standard
OATT procedure.

What would be the result if PacifiCorp had usedlte standard

OATT requirement?

Page 7 — Rebuttal Testimony of Kenneth T. Houston



139 A.

140

141

142

143

144

145

146

147

148

149

150

151

152

153

154

155

156

157

First, Desert Power would have been removed ffoequeue at some
point between February and June of 2005 for notigmag the
required generator technical data in a timely fashiThe OATT
procedure defines the requirements, response tifrteg parties, and
a cure period. The OATT procedure is structurecktoove parties
who fail to provide the required technical dat@ider to eliminate
the ability for developers who are not fully comimdt to a project to
hold a queue position and block others. Secod8,day feasibility
study would have been completed. Third, onceehasibility study
was completed a 90 day system impact study would baen
conducted. Fourth, a separate 90 or 180 daytfastlidy would have
been completed.

If PacifiCorp had followed the OATT procedure te fletter and both
parties took the full allotted time, the Desert Rovacility study
would have been delivered around the end of SemegMD6 at
which time an interconnection agreement and/omgneering and
procurement agreement would have been offered sef@ower.
However, normal delays in review, which are veryidgl in

PacifiCorp’s experience, may have extended this.dalising standard
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OATT procedures, construction of the interconnectaxilities would
begin once the interconnection agreement is signed.

What additional steps did PacifiCorp take to expdite the Desert
Power study schedule ?

In addition to offering a combined system impaustl facility study,
PacifiCorp did not perform a feasibility study. i3 an option under
the OATT. Additionally, PacifiCorp offered and exged an
engineering and procurement agreement with DesevePallowing
detailed engineering to start prior to executioa ¢drge generator
interconnection agreement.

As the study process went on, PacifiCorp agreedidav Desert
Power to buy steel poles and switches because tR®eer believed
it could achieve a better delivery date than P@orfp. By Desert
Power’s own admission (Page 7: Lines 153-160) ‘iaarp did
exert much effort to try to come up with meangréek down the
needed long lead time items.”

Mr. Swenson states that Desert Power began theteérconnection
process in enough time to meet their in-service das. Do you

agree?
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Based on Desert Power’s performance duringgtosess, it is
apparent that this isn’t an accurate statemense@®ower began the
process by failing to make a timely interconnectiequest.
PacifiCorp’s Utah Rate Schedule 38 encourages pak&€ualifying
Facility developers to initiate a request for iot@rnection as early in
the planning process as possible to ensure thatsawy
interconnection arrangements proceed in a timelymaaon a parallel
track with negotiation of the power purchase agesgmDesert
Power waited nine months from when PPA negotiatimgan in
earnest, six months after executing the PPA andrfmunths after the
Effective Date of the PPA before submitting itentbnnection
request. This left PacifiCorp with only ten monthndil Desert
Power’s requested in service date to study theaotmection request,
execute an interconnection agreement, and conshrict
interconnection facilities. Following that, DesBdwer failed to
provide the generator data required to performrite¥connection
study until June 2005, reducing that window anofbar months.
Desert Power also failed during the process toigeotrmely

document review and comments, which resulted ithéurdelays.
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Mr. Darling claims that Desert Power’s delay insubmitting the
request for interconnection was beyond its contrdbecause it was
difficult to locate a generator that met its timing, size, and heat
rate requirements. Do you agree?

No. Desert Power did not have to execute th& Wih PacifiCorp
promising a fixed online date based on a non-axigienerator. Mr.
Darling admits that Desert Power signed the PPA thent looking
for the specific generator to meet its needs. Bt the experience
PacifiCorp Transmission Services has with othesrogannection
requests. Other developers plan their facilitguest interconnection
with an identified generator, and begin to, semdyahegotiate power
sales. In fact, most developers choose to enganterconnection
gueue prior to having a signed PPA so they hawwod glea of the
Interconnection costs, construction schedule, agdirements before
negotiating a sales price for their product.

How much time have other interconnection projets in
PacifiCorp’s queue taken to process from the inititinterconnect
request to completion of construction under the nevOATT

procedures?
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215 A. PacifiCorp Transmission Services is currentlgrciinating and

216 studying the impacts of thirty eight requests fagerconnection and

217 another thirty five requests for transmission sgviOn top of those
218 requests, PacifiCorp Transmission Services is ¢oatithg for

219 PacifiCorp’s service to its native load in Utah atler transmission
220 providers’ interconnection requests to the PacifgCxystem. Based
221 on that experience, actual similar projects thaiffzorp has

222 completed have averaged 633 days from start ddttily process to
223 the project being in service.

224 Q. Mr. Swenson notes that the prior Desert Power fality was

225 studied and installed in six months. In your opinbn, does that
226 experience provide a reasonable gauge for estimatjrthe time and
227 requirements for its 2005 interconnection request?

228 A. No. Desert Power’s previous interconnection e@spleted prior to

229 FERC issuing Order 2003 and before recent empbassystem

230 reliability following the Northeast Blackout. Mmal research by
231 Desert Power would have indicated that the contrassumption of a
232 six month interconnection process was improbakken a perfectly
233 executed process without reliability or safety esswould take 480
234 days according to the current OATT procedure. @anson would
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only follow the execution of an interconnectionegment. Desert
Power, as a developer, should be aware of theiadlitmaterial
delivery and construction requirements for projedtthis nature and
the potential delays driven by market conditions.

Mr. Darling claims that Desert Power merely wanéd to amend its
preexisting interconnection agreement (Page 5: Lire292-94). Do
additions of generators near an existing interconretion take less
time to study?

It depends on the size of the generator, otbeal Bnd generation in
the vicinity, and the local transmission facilitieBesert Power stated
in its request that the expanded plant will be al@ung Facility
under the Public Utilities Regulatory Policy Ad®acifiCorp took this
statement to mean that Desert Power was requestargonnection
as a Qualifying Facility. All interconnection rezgis, no matter
whether they are from a Qualifying Facility or awlépendent power
producer, must submit a new application for theremapacity of the
facility. That new request is studied for the entmpact to the
transmission system. Desert Power may think ti4&t% increase is
small, but it could have significant impacts oniahtines with

significant load and other generation. PacifiCalgp had to
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coordinate with U.S. Magnesium Corporation as &ectéd system
because of its ownership of the Rowley Substation.

Did Desert Power cooperate with PacifiCorp in areffort to
expedite the study process.

No. Desert Power has been consistently slose$pond to
PacifiCorp’s requests for generator data and irensew of draft
documents.

For example, it took Desert Power almost four addél months,
despite repeated requests, to provide the techtatalnecessary to
initiate the study.

In addition, it took Desert Power six weeks to esviand sign the
Engineering and Procurement Agreement. Finall\gddePower did
not show any urgency in the interconnection agre¢meafting
process.

Can you elaborate on each delay?

Yes. The generator technical data should haea Iprovided with the
interconnection application submitted in Februa€®d@2 The data was
finally provided in enough detail for PacifiCorpitotiate studies in
June 2005. In order to begin design and procurénfdang lead

time materials, PacifiCorp offered an engineerind procurement
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agreement to Desert Power on November 29, 200% arass finally
signed, funded, and returned by Desert Power omaigri3, 2006.
The first draft of an interconnection agreement pravided to Desert
Power on April 11, 2006, with a second draft predcn May 22,
2005. Desert Power did not provide comments Jatie 28, 2006.
Mr. Darling claims that the delay in the projectwas due to the
redesign of the interconnection. Do you agree?

Not at all. The redesign caused a one montayglelt the most.
Desert Power’s failure to plan for the interconretprocess and
purchase a generator before committing to the PiRiSed the largest
delay in the process.

Would you please discuss the reasons for and ting of the
redesign.

On September 23, 2005, PacifiCorp provided & aexsion of the
system impact portion of the study. It containesketch of the
proposed configuration of the interconnection agimally requested
by Desert Power. That configuration was reviewgoerations’
personnel. Based on past knowledge of employetysiaues and
the lack of disconnect switches necessary for e control and

to perform routine maintenance at the site, opamatipersonnel
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strongly recommended a redesign of the intercormecflhere were
also concerns regarding the operation of the systileen there were
three customers at the end of the same line anop@tions of two
of those customers could cause operational ancgonetl outages for
the other customers. Additionally, there were eons regarding the
proposed metering scheme that would require thadd#ianal
metering stations and a complicated communicaseheme. The
proposed re-design of the interconnection layoswlkeed each of
these issues.

PacifiCorp informed Desert Power of the proposelsegn during a
conference call on October 20, 2005. On Novemb2085, Desert
Power proposed a slightly different configuratio aluring a
subsequent conference call on November 15, 2008 Gap
accepted Desert Power’s proposed reconfigurafidrerefore, the
redesigned configuration delayed the project byhatvery most, no
more than one month.

What were PacifiCorp safety concerns exactly?

PacifiCorp has had employees injured due toaiontation in the
area. The contamination also caused increasedemnaince

requirements because of corrosion. That maintenhad to be done
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at great expense due to the need for extendedesutagllow
specially trained personnel time to clean the egemt. Those earlier
problems were resolved with the sale of the Rovdelstation to
U.S. Magnesium Corporation. However, the origppralposed
configuration for the Desert Power project woulddnaequired the
installation of a PacifiCorp owned in-line break¢the Rowley
Substation, raising the same safety and maintenasges resolved
by the sale of the Rowley Substation.

Q. Did Desert Power raise the issue of a redesigalated project
delay when PacifiCorp provided the proposed redesigin October
20057

A. No. Desert Power commented on the design aowiged an
alternative that PacifiCorp accepted

Q. Mr. Darling testifies that the interconnection redesign required
PacifiCorp to start over with interconnection studies, do you
agree?

A. No. The redesign involved the physical arrangenhof the
transmission connection to the facility and did imgpact the study
work done to date. The changes required somerdasgysis and

modification to the scope of work which were contpdkin the next
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draft of the Impact and Facilities Study Reporawer flow and short
circuit studies were not redone. As | noted, #gaesign process,
including reaching agreement on changes with Dé&s@ster, took
only one month.

Mr. Swenson states that he was frustrated that&ifiCorp had

not thought through many of the issues related to &sert Power’s
Interconnection request and the procurement of nessary
equipment and licenses. What is your reaction to th?

This statement doesn'’t reflect, as Mr. Swenswukl know, industry
practice and experience. PacifiCorp studies mieliiterconnection
requests each year and the studies conducted Istadtiidentify the
iIssues and requirements for each interconnectitm.Swenson'’s
statement indicates an expectation that Pacifi@atipate all the
Issues and have developed plans to resolve themnebefen
conducting the studies. Procurement of equipmedtdefining the
requirements for communications sites, includicgrise
requirements, cannot be fully known until the aseys completed.
Even if PacifiCorp could anticipate all the issaesl take action to

procure equipment ahead of the customer committirige project,

Page 18 — Rebuttal Testimony of Kenneth T. Houston



354

355

356

357

358

359

360

361

362

363

364

365

366

367

368

369

370

371

372

this puts the customer, PacifiCorp, and PacifiCorptail customers
at risk if Desert Power decided to cancel or de$eproject.

Was the redesign of the interconnection configutaon consistent
with standard practice and the OATT procedures?

Yes. OATT section 39.4 on Modifications speafly provides that:
“during the course of the interconnection studasher
interconnection customer or transmission providay ndentify
changes to the planned interconnection that mayawapthe costs
and benefits (including reliability) of the intermoection, and the
ability of the proposed change to accommodaterttezdonnection
request. To the extent the identified changeseceptable to
transmission provider and interconnection custoserh acceptance
to not be unreasonably withheld, transmission glevshall modify
the point of interconnection and/or configuratiaraccordance with
such changes and proceed with any re-studies raggéss

Mr. Swenson agrees that it is not reasonable &xpect PacifiCorp
to order equipment or complete design work beforexacuting an
interconnection agreement and receipt of pre-paymeror a

deposit (P7: Line 148), but suggests that PacifiCprshould have
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identified all long-lead items to Desert Power uprént. Is he
correct?

No. PacifiCorp does not identify what equipmintequired for an
interconnection until it completes its studies.fibiag the
requirements, including material requirements, ke product of the
studies themselves. If PacifiCorp were to makemagsions on
required equipment before completing its studiastamers and
PacifiCorp have a high risk of procuring items thnaty not be
required following the final design.

Mr. Darling describes the post-agreement searcprocess Desert
Power went through to find a steam turbine for ther project. Did
that delay the interconnection process?

Yes. Since Desert Power had not chosen théeneidnd generator for
its project, it could not timely provide the infoation required for the
interconnection study.

Generator technical data is required as part ointieeconnection
application. PacifiCorp cannot conduct a meanihigfierconnection
study without it.

Could Desert Power have taken interim steps toocrect that

deficiency and enable the study to begin?
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Past developers have provided typical genedta to PacifiCorp
and interconnection studies have been initiatealgusipical data. If a
developer later purchases a different design,ugysiay be required.
Desert Power could have initiated the study atithe the PPA was
signed, but would have been required to providegjmata and run
the risk of conducting new studies if a differeanhgrator was
ultimately purchased. Even with some risk of tedgt an earlier
interconnection request would have provided Dd2evter with vital
information about interconnection requirementspsg@osts, and a
reasonable schedule.

Describe the efforts of the parties to reach agement on the scope
of work during the facility study phase of the progct?

A key step in the facility study is to definestduties and obligations
of each party during the construction phase optiogect, which
include design, procurement, and construction gfdamponents of
the interconnection. The first discussion regaydioope of work
took place during a scoping workshop held on Oaté6h2005. A
first draft of the scope of work, which includeddHiCorp’s
configuration change and Desert Power’s requedes$ogn and

construct the three-way switch and correspondingire, was sent
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to Desert Power on January 18, 2006. On Marcld@6 2and March
17, 2006, Desert Power requested additional sepsions which
transferred responsibility for the communicatiotraure at the
generating facility to Desert Power and transferesgonsibility to
design and procure revenue metering to PacifiGeith, Desert
power installing the revenue metering. As PaciffCwitness Doug
Bennion discusses in his testimony, subsequentsdugnges,
including temporary revenue metering and commuiranatwork-
arounds, were proposed to shorten the scheduleiev&y, they were
not pursued when Desert Power determined it wootdneet its
commercial operation date.

Has an interconnection agreement been signed?

No. Under the OATT, there is a 60 day timelimeluding an
optional 30 day negotiation period, for the exemutf an
interconnection agreement. The process has takget with Desert
Power. PacifiCorp provided Desert Power with aggienQF version
of the Large Generation Interconnection Agreem&GIA”) on
December 12, 2005. A first draft of the LGIA, witresert Power
attachments, was sent to Desert Power on Apri2Q@6. On May

22, 2006, PacifiCorp sent a second draft and régde®mments. On
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June 28, 2006, Desert Power sent a host of comrteeR&cifiCorp,
including proposed new dates for commercial opanatiOn July 12,
2006, PacifiCorp held a conference call with DeBenver to discuss
Desert Power’'s comments. Desert Power filed iteigency Petition
while PacifiCorp was preparing written responsethtse comments.
Do you have any concluding statements?

PacifiCorp completed its work on behalf of Deeggower in an
expedited manner, including deviating from the dtad OATT
process, and the results, including the time frameze reasonable
and foreseeable. While Messrs. Swenson and Dabiigassert that
the interconnection re-design of their facility whae sole cause of the
Desert Power non-performance, in reality this reiglewas required
to ensure employee safety, reliability, and lormgiteperational needs
and resulted, at the most, in a one month del@yamproject. The
interconnection process for Desert Power inclugipatal issues that
are addressed as part of the normal interconnegtmsess. It was
Desert Power’s own actions, not those of PacifiCtrat caused the
project delay. For example, Desert Power was resple for nearly
sixteen and one half months of delay in the pragsca result of

actions which include:
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* A six month delay in application for interconnectiservice
calculated from the date the PPA was signed, amel months
from when PPA negotiations began in earnest, tatheal
date the interconnection request was made.

» A three and one half month delay during the intenaxtion
study process calculated from the date the interection
application was submitted until the generator tezdirdata
was finally provided to PacifiCorp.

» A four month delay during the interconnection stpdgcess
calculated from the date PacifiCorp provided arcatable
interconnection agreement until the date commeptg w
received back from Desert Power.

The reason for the project delays was, in redligsert Power’s
failure to plan adequately for the requirementthefproject,
including signing a PPA without having, as Mr. Saem states, the
“critical information” on the steam turbine.

Q. Does this conclude your testimony?

470 A. Yes it does.
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