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BEFORE:

WHEREAS:

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-93-14

TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

Zellstoff Celgar Limited Partnership
Application for Reconsideration of Order G-60-14
Approval of Rates between
BC Hydro and FortisBC Inc. with regards to Rate Schedule 3808,
Tariff Supplement No. 3 —Power Purchase and Associated Agreements,
and Tariff Supplement No. 2 to Rate Schedule 3817

L.A. O’Hara, Panel Chair/Commissioner
B.A. Magnan, Commissioner July 10, 2014
R.D. Revel, Commissioner

ORDER

A. On May 24, 2013, the British Columbia Hydro and Power Authority (BCHydro) filed an application with the
British Columbia Utilities Commission (Commission) requesting approval, pursuant to sections 58 to 61 of
the Utilities Commission Act (UCA), to replace, amongotherthings, the existing 1993 Power Purchase
Agreement (PPA) with FortisBCInc. (FortisBC) with a New PPA and Associated Agre ements (Application or
Original Proceeding);

B. FortisBC, the British Columbia Old Age Pensioners Organization et al. (BCOAPQO) (formerly the British
Columbia Pensioners and Seniors Organization et al.), British Columbia Sustainable Energy Association and
Sierra Club of British Columbia (BCSEA), Commercial Energy Consumers’ Association of British Columbia
(CEC), British Columbia Municipal Electrical Utilities (BCMEU), Zellstoff Celgar Limited Partnership (Celgar),
Industrial Customers Group, Vanport Sterilizers, Mr. Norman Gabana, Morgan Stanley Capital Group and Mr.
Alan Wait registered as Interveners in the Original Proceeding;

C. On May 6, 2014, the Commissionissued Order G-60-14 which:

Approvedthe Applicationasamended;

Directed BC Hydro to initiate a consultative process leading to an application forSection 2.5
Guidelines, which are ultimately to be added as an appendix to section 2.5 of the New PPA;

2



BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-93-14

e Directedthatthe net-of-load methodologyapply until the Section 2.5 Guidelines have been added
as an appendixtothe New PPA; and

e Directed FortisBCtoinitiate aconcurrent consultation process leadingto the filing of a
comprehensive Self-Generation Policy Application for the FortisBCservice territory;

D. OnlJune®6, 2014, Celgarsubmitted alettertothe Commission requestingareconsideration and variance of
Order G-60-14 pursuantto section 99 of the UCA on the basis that the Commission Panel made mixed errors
of factand law (Reconsideration Application);

E. By letterdatedJune 11, 2014, the Commission established Phase One of the Reconsideration process
seeking written comments by June 19, 2014 from BC Hydro and Registered Interveners of the Original
Proceeding on whetherthe Celgar Reconsideration Application provided reasonable grounds to warrant the
Reconsideration processto proceed to Phase Two;

F. The Commissionreceived commentsfrom BC Hydro, BCOAPO, FortisBC, CEC, BCMEU and BCSEA as well asa
reply from CelgaronJune 26, 2014; and

G. The Commission Panel has reviewed the submissions fromall parties.

NOW THEREFORE, the British Columbia Utilities Commission, for the Reasons attached as Appendix A, orders
that the Zellstoff Celgar Limited Partnership Reconsideration Application is denied.

DATED at the City of Vancouver, inthe Province of British Columbia, this 10" day of July 2014.
BY ORDER
Original signed by:
L.A.O’Hara

Panel Chairand Commissioner
Attachment

Orders/G-93-14_BCH RS3808_Celgar Reconsideration Phase 1 Decision
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Zellstoff Celgar Limited Partnership
Application for Reconsideration of Order G-60-14
Approval of Rates between
BC Hydro and FortisBC Inc. with regards to Rate Schedule 3808,
Tariff Supplement No. 3 —Power Purchase and Associated Agreements,
and Tariff Supplement No. 2 to Rate Schedule 3817

REASONS FOR DECISION

1.0 INTRODUCTION

On May 24, 2013, the British Columbia Hydro and Power Authority (BC Hydro) filed an application with the
British Columbia Utilities Commission (Commission) requesting approval, pursuant to sections 58 to 61 of the
Utilities Commission Act (UCA), to replace, among otherthings, the existing 1993 Power Purchase Agreement
(PPA) with FortisBCInc. (FortisBC) with aNew PPA and Associated Agreements ( Original Proceeding or
Application).

On April 9, 2014, the Commission received aletterfrom BCHydro, in which BCHydro acknowledged a
requirement forgreatertransparency inthe determination of customer-specific baselines forthe purposes of
section 2.5 of the New PPA (Section 2.5Guidelines) and Contracted Generator Baselines (Contracted GBL
Guidelines). BCHydro proposed a consultation process with FortisBC and stakeholders regarding the Section 2.5
Guidelines and the Contracted GBL Guidelines as well as proposed amendments to section 2.5 of the New PPA.

FortisBC, the British Columbia Old Age Pensioners Organization et al. (BCOAPQ), British Columbia Sustainable
Energy Association and Sierra Club of British Columbia (BCSEA), Commercial Energy Consumers’ Association of
British Columbia (CEC), British Columbia Municipal Electrical Utilities(BCMEU), Zellstoff Celgar Limited
Partnership (Celgar), Industrial Customers Group, Vanport Sterilizers, Mr. Norman Gabana, Morgan Stanley
Capital Group and Mr. Alan Waitregistered as Intervenersin the Original Proceeding.

On May 6, 2014, the Commission issued Order G-60-14 which:

e Approvedthe Application asamended.

e Directed BCHydro to initiate aconsultation process leading to an application for Section 2.5
Guidelines, which are ultimately to be added as an appendix tothe New PPA.

e Directedthatthe net-of-load methodologyapply until the Section 2.5 Guidelines have been added
as an appendixtothe New PPA.

e DirectedFortisBCtoinitiate aconcurrent consultation process leadingto the filingof a
comprehensive Self-Generation Policy Application forthe FortisBC service territory.

OnJune 6, 2014, Celgar submitted alettertothe Commission requesting areconsideration and variance of
Order G-60-14 pursuantto section 99 of the UCA (Reconsideration Application) onthe basis thatthe
Commission made mixed errors of factand law in:

e Orderingthatcertainsubsections of section 2.5 of the New PPA be included inthe New PPA;

e Maintainingthe current net-of-load methodology in the FortisBC service area; and
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Approving BCHydro’s proposed amendments to section 2.5of the New PPA afterthe evidentiary
record of the proceeding had closed.

Specifically, the relief sought by Celgaris thatthe Order and Decision be reconsidered and varied so as to order:

1.

the deletion of the subsections of section 2.5 of the New PPA that relate to the CustomerBase line
Restrictions;

that FortisBC negotiate generator baselines (GBLs) with the self-generatorsinits service areaona
percase basis pendingthe establishment of a broader Commission-approved protocol; and

that the BC Hydro consultation process and the concurrent FortisBC consultation process be stayed
infavour of a single process, independent from the New PPA proceeding,to be initiated asa
separate proceedingto establish consistent Province-wide self-generator baseline standards and
policies.

Alternatively, if the currentformat of the Commission-directed BC Hydro and FortisBC consultation processes
remain, Celgar seeks certain clarifications and amendments to the Orderand Decision with respecttoa number

of matters.

1

In particular, Celgar seeks to:

establish consistent definitions of “prohibited arbitrage”, “idle self-generation” and “new self-
generation” foruse in such process; and

ensure that necessaryinformationis provided by BC Hydro in connection with its historical practices
inthe BC Hydro consultation process.

2.0 PHASE ONE OF THE RECONSIDERATION

OnJune 1],

2014, the Commissionissued aletterto BC Hydro and the Registered Interveners of the Original

Proceeding requesting submissions onthe following questions:

1

Should the Commission orderaReconsideration of Order G-60-14? Please base yourargumenton
one or more of the following rationales:

i. The Commission made anerrorin fact or law. If usingthisrationale, please provide support
that the claim of erroris substantiated on a primafacie basis and the error has significant
material implications;

ii.  There has beenafundamental change in circumstances orfacts since the Decision;
iii.  Abasicprinciple was notraisedinthe original proceedings;

iv. A newprinciple hasarisen asa result of the Decision: or

v. Thereisotherjust cause to warrant Reconsideration.

If there is to be a Reconsideration, should the Commission hearnew evidence and should new
parties be given the opportunity to present evidence?

Ifthereis to be a Reconsideration, should it focus on the items from the application for
Reconsideration, asubset of these items, oradditional items?
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3.0 SUBMISSIONS BY PARTIES

3.1 BC Hydro —June 18, 2014 Submission

BC Hydro submits that the Commission should not ordera reconsideration of Order G-60-14 because Celgar’s
claim of errors, evenif substantiated on a prima facie basis, does notidentify any significant material
implications arising fromthe claim. BCHydro states thatthe implications cited by Celgarare eitherincorrect or
do notstem from Order G-60-14 or the Decision, orthe alleged errors therein, but rather stem from a lack of
documented and uniformly applied self-generation policiesin the FortisBCservice territory.

BC Hydro further submits that Celgaris arguingthe alleged errors give rise to two implications: (1) imposition of
aunique “net-of-load” standard on Celgarforan interim period, and (2) impositions on FortisBC’s self -
generation customers of undefined BC Hydro Guidelines and Customer Baseline Restrictions.

On the first point, BCHydro submits that the net-of-load restrictions on Celgar are not because of Order G-60-14
or the Decision, let alone because of alleged errors in the Decision. BCHydro argues that the net-of-load
methodology will applyforthe purposes of the New PPA only, and neither Order G-60-14 nor the Decision
speaks tothe methodologyto be appliedin the FortisBCservice territory. BC Hydro states that the provisions do
not place any restrictions on FortisBCfrom supplyingits self-generating customers with electricity that does not
include RS 3808 power.

On the second point, BCHydro argues that section 2.5 of the New PPA does notimpose self-generation policyin
the FortisBCterritory. Moreover, Celgarisinnoway, directly orindirectly, subjectto BC Hydro Guidelines
because such guidelines do notyetexist. Further, Celgar may not even be subject to the BC Hydro Guidelines if
certain parts of section 2.5 of the New PPA are eventually removed as contemplated in the Decision. BCHydro
submitsthatthese outcomes depend onthe results of the FortisBC consultation process and applicationtothe
Commissioninrelation to self-generation policiesin the FortisBCservice area.

Should the Commission decide thatthere be a reconsideration, BC Hydro submits that new evidence would not
be required and new parties need not be given the opportunity to participate as Celgaris seeking adifferent
result based on the same evidence and arguments that are on the record of the Original Proceeding.

Further, BC Hydro submits that should the Commission decide that there be areconsideration thata full
reconsideration should be limited to Celgar’'s request for the deletion of the Customer Baselinerestrictions in
the New PPA [containedinsection 2.5] be removedintheirentirety. BCHydro submitsthatifany
reconsiderationincludes relief sought by Celgaras definedinitems (2) or (3) of the Celgarrequestfor
reconsideration, this would effectively make the reconsideration hearing about FortisBC’s self-generation policy.
If this was the case then BC Hydro submitsthatitwould be appropriate forthe Commissionto hearnew
evidence and provide new parties the opportunity to present evidence.

3.2 FortisBC —June 19, 2014 Submission

FortisBC submits that the Commission should not ordera reconsideration of Order G-60-14 as there has been no
fundamental change in circumstances or fact, the basicprinciples were raised in the original proceeding, and no
new principles have arisen as a result of the Decision. Further,the Commission made noerrorinfactor law, and
if the Commission made any such error there are no significant material implications to Celgar. FortisBCsubmits
that inthe Decision “the Panel specifically expressed its hope that ‘once these undertakings [BCHydro and
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FortisBC consultations process] have resulted in well documented Commission-approved principles, the
Commission will seek submission from the parties to determine whetherit would be reasonableto eventually
remove the restrictions from section 2.5of the New PPA’ (.iv)” (p. 1).

FortisBCfurther submits that should the Commission decide that there be areconsideration, no new evidence
should be heard and new parties should not be given the opportunity to present evidence as the existing record
already contains the necessary evidence. FortisBCreiterates BCHydro’s position that any part of the
reconsideration would become, in effect, aninquiry into FortisBC’s self -generation policy. FortisBC opposes that
beingthe subject of the reconsideration but submits thatif this does occuradditional evidence may be required
and new parties should be given the opportunity to present evidence.

3.3 BCOAPO -June 19, 2014 Submission

BCOAPO submits that the Commission should not ordera reconsideration of Order G-60-14 as the Commission
did not make an error of fact or law of any significance nor have there been any fundamental changesin
circumstances orfacts since the Decision wasissued.

BCOAPO further submits that should the Commission decide thatthere be areconsideration, new parties should
not be provided with the opportunity to present new evidence as the record in this proceedingis extensive and
the consultation processes already underway are best suited to reach a resolution of the issues raised by Celgar.
Finally, BCOAPO submits thatany matters under reconsideration should be limited to those raised by Celgar.

3.4 BCSEA — June 19, 2014 Submission

BCSEA submits that the Commission should not orderareconsideration of Order G-60-14 as “the
Reconsideration Application does notdisclosean error of fact or law, a fundamental change in circumstance
since the Decision, abasicprinciple notraised in the original proceeding, anew principlethathasarisenas a
result of the Decision orotherjust cause to warrantreconsideration. Inthe alternative,any presumptive error
of factor law on a primafacie basis does not have significant material implications” (p. 1).

In regards to the filing of new evidence BCSEA submitsthat “If there isto be a reconsideration, then the
Commission should invite Celgarto provide evidence as to exactly whatit intends to do that it saysit cannotdo
because of Order G-60-14 and Decision” (p. 1).

3.5 BCMEU and CEC — June 19, 2014 Submission

BCMEU and CEC generally agree with BCHydro’s submission regarding all three questions and note that they do
not consider the Commission made an errorin fact or law, nor do they find any otherreason to warrant a
reconsideration. BCMEU and the CEC submit that the Commission made a pragmaticand practical Decisionin
directing further process specifically to deal with concerns raised by Celgarand such further processisthe best
and most efficient mannerin whichto deal with these concerns.
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3.6 Celgar Reply Submission

3.6.1 Response to Commentsfrom BC Hydro

Celgar notes that BC Hydro does not contest Celgar’s allegations of error but argues exclusively that the errors, if
made, have nosignificant material implications. Celgarsubmits thatthe Commission should givethis matter
significant weight. (Response 1)

Celgarreiteratesits contention that “...but for the errors, the Net-of-Load Restrictions could not have been
imposedintheinterim period, and the Commission could not have made Celgar subject to the Customer
Baseline Restrictions (asand whenfinalized)” (p. 3). Celgarsubmits as the material implication the fact thatthe
Net-of-Load Restrictions remainin place in the interim period. Furthermore, Celgar submitsitcannotplanfor
the future beyond the interim period “...because of the confusion and uncertainty surrounding the interplay
between BCHydro self-generator policies to be incorporatedinthe New PPA and the separate and distinct
FortisBCself-generator policies, both of which affect Celgar” (p. 3). (Response 2)

Regarding the original cause of Net-of-Load Restrictions, Celgar submits the Order G-60-14 imposed measures
that replaced the priortemporary measure established by Order G-48-09. “WhetherBC Hydro chooses to
characterize these restrictions as a continuation of temporary restrictions or new restrictions simply is beside
the point” (p.4). (Response 3)

Celgar questions why BCHydro suggests that the absence of Commission-approved, written self-generator
policies justifies the application of net-of-load restrictions as adefault mechanismin FortisBCterritory when
BC Hydro does not have approved policies or GBL guidelinesinits own territory either. Yet, BCHydro’s self-
generator customers are not subjectto similarrestrictions. (Response4)

Celgardisagrees with BCHydro’s references tothe Tolko Decision anditsimplications. Celgarsubmits “if the
Order, Decision and Section 2.5 of the New PPA are reconsidered and amended to remove the net-of-load
restrictions and Customer Baseline Restrictions” FortisBC would then be free to negotiate generation baselines
with its customersincluding Celgarand Tolko as BC Hydro does with its customers (p. 6). (Response 5)

The submissionsinresponses 6to 8 focus onthe debate related to the cause and effect between “alack of
clearly documented, uniform policies regarding self-generation in the FortisBC service territory” and “Order
G-60-14, the Decisionoralleged errorsintherein” (p.9). Celgarsubmits “the core issue in this proceedingisthe
Commission’simposition, at BCHydro’s request, of restrictions thatapply exclusively in the FortisBC territory,
and absentany factual justification doingso” (p.9). (Responses6to 8)

In conclusion, Celgarsubmits regardless of whetherthe Customer Baseline Restrictions have current effect, they
have currentimplications and theirimposition has caused considerable uncertainty. (Response9)

3.6.2 Response to Commentsfrom OtherInterveners

Celgarsubmitsthatin the submission of otherIntervenersthereislittle torebutas none addressesinany
substantive mannerthe merits of Celgar’s arguments.

Celgaraccurately points out that as inthe past, alsointhe current proceeding, the focal issue is which party or
parties should benefit from generation installed by a self-generating customer — the utility and indirectly its
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other customers or the self-generation customer. In otherwords, the crux of the issue is how the benefits of
self-generation should be shared.

3.6.3 Conclusion

Celgarsubmitsithas made at leasta prima facie case that one or more of the errors occurred because none of
the Proponents orInterveners provided aviable response beyond asimple denial.

Regarding the second test of the error having significant materialimplications, Celgar submits: “If itis
determined on a prima facie basis that errors occurred it is clear that they led to a differentresult being
imposed than would otherwise have beenthe case.” Celgarfurthersubmits BCHydro’s argumentthatthe
imposition of adifferent result has little significance because of the existence of a “default methodology” is
unsupportable.

4.0 COMMISSION DETERMINATION

4.1 Relief Sought by Celgar
i.  Preamble

The Commission has been dealing with anumber of applications related to the self-generatorissuesinthe
FortisBCservice territory since 2009. Most of them have beenfiled by FortisBC, Celgaror BC Hydro. The review
processes have been time-consuming and costly forthe partiesinvolved and for all FortisBC customers as all
costs are eventually subsumedin rates. Consequently, in connection with the review of the RS 3808 Application,
the Panel setas its overarching goal to seek clarification to the Self-Generation Policy Issue. FortisBCwas
directedtoinitiate aconsultation processinits service territory to address this matter, in fact, to develop and
documentits policies. Specifically, FortisBCwas directed to file aresultant Self-Generation Policy application
with the Commission by December 31, 2014, that establishes high-level principles forits service territory.

ii.  Ifthereis no problem, why was the Net-of-Load Methodology maintained forthe interim period?

In the Decisionthe Panel clearly stated thatin the interest of regulatory efficiency, the Panel’s preferred solution
would be to immediately remove the restriction from section 2.5as it finds that due to the characteristics of the
New PPA BC Hydro’s ratepayers no longerrequire protection, especially in the short term. However, the Panel
alsorecognized thatthe regulatory efficiency is not the sole decision criterion. Many related applications
received since 2009 clearly demonstrated that there was a problem. That problem was the fact that FortisBC's
self-generation policies have not been sufficiently developed or articulated nor have they been approved by the
Commission. Forinstance, the 1999 Access Principles clearly were due forareview in today’s context. Similarly,
the entire self-generation matter needed to be reviewed in abroader framework, which includes both potential
advantages and disadvantages of self-generation.

While the Panel concluded that BCHydro’s ratepayers did not need protectioninthe shortterm, it still based
thisfindingona forecast. Circumstancesare knowntochange. Accordingly, the Panel considered it prudentto
maintain the status quo with the net-of-load methodology as an intermediate solution. The Panel was also
hopeful that once more clarity and certainty has been created, all parties are more willing to work togetherand
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to accept the removal of restrictions from section 2.5 of the New PPA. Lack of acceptance could triggeranother
round of applications or complaints and resultant regulatory inefficiencies.

iii.  Approval of BC Hydro’s proposed amendments to section 2.5 of the New PPA after the evidentiary
record of the Proceeding had closed

Celgarhad already challenged the procedural fairness after BCHydro filed its proposed amendment to section
2.5 of the New PPA. Inresponse, BCHydro submitted thatthe Commission has the powerto control its own
processes and has broad discretionto set procedural steps forreviewing an application or subsequent
amendments. BCHydro also pointed out that a provision forinformation requests (IR) isnotarequirementin
general but specifically, its proposed amendment was not a filing that warranted an IR process. The Panel
accepted BC Hydro’s submissions. The Panel alsofoundthattoa large extentthe newamendments
approximated Celgar’s proposal and addressed its earlier objections. Finally,the Panelfoundthatthe
amendments removed most of its earlier fundamental concerns with the exception of regulatory efficiency.

Afterdirecting the undertaking of two separate consultation processes, the Panelencouraged collaboration
between BCHydro and FortisBC, to the extent possible, as these two concurrent processes are carried out. The
Panel concludedits Decision withits sincere wish that once the two consultation processes have resultedin
clearly documented Commission-approved principles, the Commission will be in a position to seek submissions
from partiesto determine whetherit would be reasonable to eventually removerestrictions from section 2.5 of
the New PPAin pursuit of improved regulatory efficiency.

Commission Determination

The Panel finds that the arguments of BC Hydro and Celgarare circular and thatthe very nature of those
arguments highlights the need for the two concurrent consultation processes to runtheir course before the
status quo be changed.

The Panel furtherfinds Celgar’s observations regarding the debate overthe sharing of benefits of self-
generation by different ratepayer/customer groups mostinsightful. Sharingthese benefits trulyisthe crux of
theissue. Therefore, itiscrucial thatall parties withaninterestin this matter can participate in the consultation
processesto make theircasein a collaborative fashion. The Panel considers thatitis counterproductive to
commence a reconsideration process which would unravel the progress made following the clearly laid out road
map towards eventual removal of the restrictions from section 2.5 of the New PPA.

For clarity, the Panel reiteratesits goal to have the self-generation policy issue in the FortisBCservice territory
resolved once and forall. The two consultation processes directed by the Panel are aninterimstepinthe
pursuit of the solution as the parties were asked to go away and work it out. Withthe respectivefiling deadlines
of November 1, 2014 and December 31, 2014 givento BC Hydro and FortisBC, the consultations are expected to
take place expeditiously. Ifthereis noagreement by the parties, the Commission will continue with its own
processto bringthe matter toits ultimate conclusion.

The Commission Panel determines forreasons outlined above that Celgar has not met the test for proceeding
to Phase Two of reconsideration. The Commission made no errorinfact or law, and even if the Commission
made any such error, it has no significant materialimplications. The Panelisunable tofindin Celgar’s
submissions any persuasive demonstration of significant material implications. There has been nofundamental
change in circumstances or facts since order G-60-14 was issued, the basicprinciples were all raised in the
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Original Proceeding, and no new principle has arisen as a result of the Decision. Accordingly, Celgar’s
Reconsideration Applicationis denied.

4.2 Celgar's Request for Clarification

In its Application, Celgar also requested some clarifications in the eventits request is denied. In particular,
Celgarseeks clarification to the definitions of “prohibited arbitrage”, “idle self-generation” and “new self-
generation”. Inaddition, Celgar wishes the Commission to ensure that BCHydro will provide sufficient

informationinits own consultation process.

The Commission Panel declines to offerany further clarification as it expects the consultation process and the
development of high-level principles for self-generationin the FortisBC service territory to produce answers to
these questions. The Panel finds it would be counter-productive forit to define these conceptsinisolation
without due process and consultation with all customer groups.

Similarly, the Panel declines to make further amendments to its directives to BC Hydro for its consultation
process. BC Hydro as a major utility knows whatit needs toaccomplish duringits consultation process to
produce comprehensive guidelines for Commission approval.
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