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Glossary

General Terms

AGS Annual Governance Statement — This is a statement prepared by the
Council each year to summarise the governance and assurance
framework, and highlight any significant weaknesses in that framework

BAD DEBT To take account of the amount of debt which the Council estimates it will

PROVISION not be able to collect

CIPFA The Chartered Institute of Public Finance and Accountancy — The
accountancy body for public services

CREDITOR A person or organisation which the Council owes money to for a service or
goods

LEDGER A module within the finance system e.g. Sales Ledger, Purchase Ledger,
General Ledger

LGA Local Government Association — a lobbying organisation for local councils

LGPS Local Government Pension Scheme- Pension Scheme for all public sector
employees

NFI National Fraud Initiative — A national exercise to compare data across
public sector organisation to aid identifying potential frauds

NHB New Homes Bonus — Grant paid by central Government to local councils
for increasing the number of homes and their use

NI National Indicator — A measure used to identify how the Council is
performing that is determined by central Government

NNDR/NDR (National) Non-Domestic Rates — Commonly known as Business Rates

PI Performance Indicator — Measure used to identify how the Council is
performing

PSN Public Services Network — Provides a secure private internet for
organisations across central Government and the Wider Public Sector and
standardised ICT infrastructure

RAD Rent Assisted Deposit scheme

SLA Service Level Agreement — An agreement that sets out the terms of
reference for when one organisation provides a service to another

MTFP Medium Term Financial Plan — Sets out the future forecast financial
position of the Council

SUNDRY A customer who owes the Council money for a service they have received

DEBTOR prior to payment, this excludes Council Tax or NDR. The term can also

refer to the system used to record money owed to the Council e.g. the
Sundry Debtors system which is a module within the financial system.




Audit Terminology

APB Auditing Practices Board — The body that sets the standards for auditing in
the UK

COUNT Count Once, Use Numerous Times — A system used for data collection
and analysing, which works to avoid duplication by assuming the principle
that a piece of data should be recorded once but used several times in
different ways

ISA International Auditing Standard — Provides external auditors with a
required framework that dictates work to be undertaken before awarding
an opinion on the statement of accounts

VFM Value for Money Conclusion — The Audit Commission are required to give

Conclusion an annual conclusion on the Council’'s arrangements for providing value for
money in addition to the opinion given on the statement of accounts

Accounting Terminology

BRRS Business Rates Retention Scheme — Provides a direct link between
business rates growth and the amount of money councils have to spend on
local people and local services (the Council retains a proportion of the
income collected as well as growth generated in the area)

CFR Capital Financing Requirement — A calculated figure that establishes the
amount of money the Council needs to borrow

Collection A separate account statement that records the transactions relating to the

Fund collection and redistribution of Council Tax and Business Rates

GAAP Generally Accepted Accounting Practice — This provides the overall
framework for accounting principles prior to IFRS adoption in local
government (also “UK GAAP” — specific to the United Kingdom)

IAS International Accounting Standards — These were the precursors for
international financial reporting standards (see below)

IFRS International Financial Reporting Standards — The underlying standards for
the Council’'s accounting policies and treatment of balances

IPSAS International Public Sector Accounting Standards — These set out the
accounting standards for public sector bodies, and are based on the
international financial reporting standards

MRP Minimum Revenue Provision — The amount of money the Council needs to

set aside each year to fund activities from revenue balances

Non-current

Assets from which benefit can be derived by the Council for more than one

assets year (formerly known as Fixed Assets)

RSG Revenue Support Grant — One source of Council funding from central
Government

SSAP Statement of Standard Accounting Practice — Preceded the financial
reporting standards in the UK

The Code Code of Practice on Local Authority Accounting in the UK — Main guidance
on accounting treatment required for the statement of accounts

Virement The process of transferring a sum of money from one part of the Council’s
budget to another, subject to appropriate approval

WGA Whole of Government Accounts — An exercise undertaken to consolidate

all the accounting records of Government bodies




International Accounting and Financial Reporting
Standards Reference Numbers

IAS1 Presentation of Financial Statements — Sets out the prescribed format for
statements of accounts

IAS19 Employee Benefits — Essentially provides the basis for accounting for the
pension fund

IAS20 Accounting for Government Grants — Establishes the accounting treatment
for receiving Government grants

IAS40 Investment Property — How organisations should account for properties
held as an investment

IPSAS16 Investment Property — How public sector organisations should account for
properties held as an investment

IPSAS23 Revenue from non-exchange transactions (taxes and transfers) — This

determines how monies from taxes should be treated in the accounts




Audit Committee

Minutes of a meeting of the Audit Committee held at Thorpe Lodge, 1 Yarmouth
Road, Thorpe St Andrew, Norwich on Thursday 10 January 2019 at 10.00am
when there were present:

Mr N C Shaw — Chairman

Mr R J Knowles Mrs B H Rix Mrs K A Vincent

Mrs Copplestone, Mr Fisher and Mrs Mancini-Boyle also attended the meeting for its
duration.

Also in attendance were the Deputy Chief Executive, Interim Head of Housing and
Environmental Services, Head of Internal Audit, Head of Corporate Resources,
Internal Audit Manager and the Committee Officer (JO).

Mark Hodgson (Ernst and Young) was also in attendance.

22 APOLOGIES FOR ABSENCE

Apologies for absence were received from Mr Carrick-and Mr Tapp.

23 MINUTES

The Minutes of the meeting held on 20 September 2018 were confirmed as a
correctrecord and signed by the Chairman

24 SERVICE RISKS

The Interim Head of Housing and Environmental Services advised the
meeting that her department was the largest in the Council, with 78 members
of staff covering the following five service areas:

1 The Help Hub, which dealt with early intervention and community
safety and worked with 40 partner organisations.

2 Housing Health and Partnership Team
3 Private Sector Housing Team

4 Food, Safety and Licensing Team

5 Environmental Protection Team

10 January 2019
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The department delivered against five of the six corporate ambitions of the
Council and had seven areas of risk. None of these were high risk; one was
medium risk (IT in the Housing Advice and Homelessness department) and
the rest were low risk.

The introduction of new regulations, responsibilities and demand was an
ongoing risk as a result of Policy and Legislative Change. Recent
examples included: the new Waste Strategy for England, the Homelessness
Reduction Act and Animal Welfare Regulations 2018. Measures to mitigate
this risk included: staff training, service redesign and partnership working.

Working with partners could result in Service Delivery risk and a dependency
on the market and Service Level Agreements. Measures to mitigate this risk
were staff training, service redesign and a clearly stated commitment to
partnership working. A partnership workshop had been held last year in
which partners had been asked how they viewed Broadland as a partner and
the learning from this had been very useful in improving relationships further.

Demand on the service was a major risk and could fluctuate according to
circumstances. For example, illegal Gypsy and Traveller encampments in
Broadland had increased by 1,000 percent in 2018. New animal welfare
regulations and pressure on the Housing Options Team meant demand could
vary in similar ways. Mitigation of the risk include service redesign and
recruitment of an additional part-time Environmental Health Officer.

Long-termsickness, resignations and difficulties in finding suitably qualified
staff meant that Staffing and Recruitment was a major risk. Mitigations for
this included: utilising underspends to offer additional hours to staff;
redesigning services and recruiting jointly with South Norfolk Council a
student Environmental Health Officer.

There was considerable risk to the Reputation of the Council in the activities
of Housing and Environmental Services, although this rarely had anything to
do with service delivery and was largely to do with unrealistic expectations. To
address this it was ensured that staff were well trained and had a single clear
message. Staff also worked closely with the Communications Team to
proactively promote the service.

The current IT system used by the Housing Options Team was not adaptable
enough to meet the requirements of the Homelessness Reduction Act. To
address this risk, a grant had been utilised to buy new software and fund
additional staff.

The department had a long history of successfully bidding for additional
Funding (such as the £3.1m recently secured from the Warm Homes Fund),
but with additional funding came greater risk for the Council, especially when
acting for other local authorities. This was mitigated by joint training with

10 January 2019
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colleagues at South Norfolk Council to build up expertise in securing external
funding and using the evaluation of externally funded services to secure
further funding.

The Interim Head of Housing and Environmental Services confirmed that the
department was in a good position and had the capacity to respond to new
demands on the service. For example, the Council was already collecting
food waste in 50 percent of its area and was well placed to meet the
proposed Government target of 100 percent food waste collection by 2023.

In response to a query, the Portfolio Holder for Environmental Excellence
confirmed that the sale of recycled paper and cardboard continued to be a
challenge due to quality restrictions placed by China. The Material Recycling
Facility had improved the quality of its product in response to this.

In respect of plastic, the Government-had placed an emphasis on producers
and the Council was working with them to identify plastics that were easier to
recycle.

The Deputy Chief Executive emphasised that there were many activities of
the Council that required investment.in prevention and brought with them an
element of risk. However, it was important that a certain amount of risk be
accepted to meet the demand placed on the Council.

RISK REGISTER AND PERFORMANCE MANAGEMENT

The report had been drafted in response to a request by the Chairman for a
Council Risk Register.

The Deputy Chief Executive explained that since 2013 the Council had
adopted a risk approach based on Systems Thinking principles, this had
included the cessation of a formal Corporate Risk Register. In its place
services managed and reported risk through half yearly Performance Reports.

The Council’'s external and internal auditors had not raised any significant
issues regarding this change in approach and there had been no negative
impact on the Council or any negative audit results since this change.

The Audit Committee was requested to define their preferred approach to risk
management and the process and timetable for implementing any changes
they suggested.

The Head of Internal Audit informed the Audit Committee that she had
previously advised that Broadland’s approach to risk management was not in
line with recommended best practice, and subsequent internal audit reviews
were undertaken against the approach now being taken rather than the usual
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review against best practice. She suggested that a Risk Management
Maturity Assessment might be useful. This would allow Members to make a
considered judgement on the approach they would like to adopt for risk
management. A Risk Management Maturity Assessment was an evidence
based analysis of the risk management framework, which sought to provide
assurance that the Council was identifying risks that threatened the
achievement of strategic objectives and evaluated whether it was mitigating
risks within a defined appetite.

The Chairman suggested that he would prefer to see a Risk Register that
clearly set out risks and their status, so that the Committee could identify
areas of concern and investigate them further, if necessary.

The Portfolio Holder for Finance emphasised that the current Systems
Thinking approach to Risk Management was very effective and if this was
going to be reviewed Members would.need to be very clear about what they
wanted to achieve from a different approach.

She added that the update from the Interim Head of Housing and
Environmental Services had demonstrated the effectiveness of allowing
Heads of Service to manage risk within their departments and it would be
unwise to discard this approach. The Head of Internal Audit concurred with
this view and emphasised that any new risk management system should
complement the Systems Thinking approach, rather than replace it.

The Internal Audit Manager advised the Committee that she estimated that
any Risk Register that was produced as a result of the review would wholly
contain around ten or 12 high-level strategic risks that would impact on
delivery of the Councils objectives.

The Head of Corporate Resources suggested that the half yearly
Performance Reports that were presented to Cabinet already delivered
corporate risk register information in a narrative form and that this could be
adapted to add any comments or additional information from Cabinet and
then brought to the Audit Committee for further consideration on a regular
basis.

The Head of Internal Audit suggested that a Risk Management Assessment
be undertaken that would take account of best practice and bring back some
options for the Committee to consider.

It was estimated that a Risk Management Assessment could be completed by
the Committee’s meeting in June 2019. The 14 March 2019 meeting of the
Audit Committee would also receive the latest Council Performance Report
for consideration.
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RESOLVED

that a Risk Management Assessment be undertaken to collect evidence of
the current approach to risk management at the Council and to present some
options for the Committee to consider about its future operation.

PROGRESS REPORT AN INTERNAL AUDIT ACTIVITY

The report reviewed the work performed by Internal Audit in delivering the
Annual Internal Audit Plan for 2018/19 during the period 12 September 2018
to 21 December 2018.

Since the Annual Internal Audit Plan for the year was approved, there had
been one significant change to the Plan. The review of the Exchange and
Ancillary Services had been postponed to 2019/20, as an upgrade was
currently underway and an audit review would be more beneficial once this
work had been completed. The IT audit plan of work would, however, take
account of the IT projects for collaboration.

The current position in completing audits to date within the financial year was
in line with expectations, with 113 days of programmed work completed,
equating to 78 percent of the Audit Plan for 2018/19.

Two final reports had been completed during the period: Corporate
Governance GDPR, which had received a ‘reasonable’ assurance and
Council Tax and NNDR, which had received a ‘substantial’ assurance.

As a result of these audits six recommendations had been raised, which had
all been agreed by management and two of the Corporate Governance
GDPR recommendations had already been implemented.

All'audits had concluded in a positive opinion being awarded, indicating a strong
and stable control environment to date, with no issues that would need to be
considered at year end and included in the Annual Governance Statement.

RESOLVED

to note the progress in completing the Internal Audit Plan of work and the
outcomes of the completed audits to date for the 2018/19 financial year.

FOLLOW UP REPORT ON INTERNAL AUDIT RECOMMENDATIONS

The report informed the Committee of progress made in relation to
management’s implementation of agreed internal audit recommendations
falling due by 31 December 2018.

10 January 2019
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As a result of Internal Audit recommendations, management agreed action to
ensure implementation within a specific timeframe and by a responsible
officer. The management action was subsequently monitored by Internal
Audit and reported to the Committee. Verification work was also undertaken
for those recommendations reported as closed.

In 2017/18 Internal Audit raised 36 recommendations, with 30 now being
closed. Three ‘important’ and two ‘needs attention’ recommendations
remained outstanding. One recommendation was not yet due.

In 2018/19 Internal Audit had raised 24 recommendations so far. Of these
ten were closed. Five ‘important’ and four ‘needs attention’ recommendations
were currently outstanding. A total of five recommendations were not yet
due.

Internal Audit were pleased to note that good progress had been made to
address recommendations raised from the previous financial year and against
those raised so far in 2018/19.

RESOLVED

to note the position in relation to the completion of agreed Internal Audit
recommendations:

EY 2017/18 GRANT CERTIFICATION REPORT

The report summarised the results of External Audit’s work on the Council’s
2017/18 claim.

Members were advised that there were only two minor errors identified by the
audit and a good assurance could be issued.

There was an addition to the 2017/18 fee of £965 for extra work undertaken
during the period.

Members noted that a £78 variation, when dealing with a £20m claim was
very good.

The Committee commended the Head of Finance and Revenue Services and
her Benefits Team on their excellent work.

EY 2018/19 AUDIT PLAN

The Committee received the Audit Plan, which set out the approach and
scope that External Audit proposed for 2018/19. The scope of the Audit

10 January 2019
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remain largely unchanged, although the risk of management override had
been split into two areas of focus: (1) misstatements due to fraud or error and
(2) omission or understatement of provisions.

Two new risks that would be audited were: financial instruments and revenue
from contracts with customers.

Performance materiality had been set at 75 percent of materiality, which was
the same as last year.

The value for money conclusion would be based on no significant risks being
identified by the audit.

WORK PROGRAMME

The following items were added to the Committee’s Work Programme:
14 March 2019 e Progress Report on Internal Audit Activity
o Performance Report — Broadland Business Plan
e Independent Audit Committee Member
June 2019 e Annual Report and Opinion 2018/19

e Annual Governance Statement

The meeting closed at 11.38 am

10 January 2019
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STRATEGIC AND ANNUAL INTERNAL AUDIT PLANS

2019/20

Report Author:

Portfolio Holder:

Wards Affected:

Purpose of the Report:

Recommendations:

1. To note and approve:

Emma Hodds, Head of Internal Audit for Broadland
District Council

tel: 01508 533791

e-mail: ehodds@s-norfolk.gov.uk

Finance
All

This report provides an overview of the stages
followed prior to the formulation of the Strategic
Internal Audit Plan for 2019/20 to 2021/22 and the
Annual Internal Audit Plan for 2019/20. It will also
provide the basis for the Annual Audit Opinion on the
overall adequacy and effectiveness of Broadland
District Council’'s framework of governance, risk
management and control.

e The Internal Audit Charter

The Internal Audit Strategy for 2019/20;
The Strategic Internal Audit Plans 2019/20 to 2021/22; and

The Annual Internal Audit Plan 2019/20.

13


mailto:ehodds@s-norfolk.gov.uk

11

2.1

2.2

3.1

4.1

5.1

SUMMARY

This report provides an overview of the stages followed prior to the
formulation of the Strategic Internal Audit Plan for 2019/20 to 2021/22 and the
Annual Internal Audit Plan for 2019/20. The Annual Internal Audit Plan will
then serve as the work programme for the Council’s Internal Audit Services
contractor; TIAA Ltd. It will also provide the basis for the Annual Audit Opinion
on the overall adequacy and effectiveness of Broadland District Council’s
framework of governance, risk management and control.

BACKGROUND

The Accounts and Audit Regulations 2015 require that ‘a relevant authority
must undertake an effective internal audit to evaluate the effectiveness of its
risk management, control and governance processes, taking into account
public sector standards or guidance’.

Those standards are set out in the Public Sector Internal Audit Standards
(PSIAS) which came into effect in April 2013.

CURRENT POSITION / FINDINGS

The attached report contains:

e The Internal Audit Charter which formally defines the internal audit’s
purpose, authority and responsibility, and is a mandatory document;

e The Internal Audit Strategy, which is a strategic high level statement on
how the internal audit service will be delivered and developed in
accordance with the charter and how it links to the organisational
objectives and priorities;

e The Strategic Internal Audit Plan, which details the plan of work for the
next three financial years;

e The Annual Internal Audit Plan, which details the timing and the purpose
of each audit agreed for inclusion in 2019/19.

PROPOSED ACTION

For the Audit Committee to review and approve the Internal Audit Charter,
Internal Audit Strategy and planned scope of work for the 2019/20 financial
year for Internal Audit Services.

ISSUES AND RISKS

Resource implications — the Internal Audit Service is provided by way of a

14



5.2

5.3

5.4

5.5

5.6

6.1

7.1

Partnership Agreement with South Norfolk Council, whereby South Norfolk
Council provide the role of the Head of Internal Audit and Contract Manager to
Broadland District Council, and the service provision i.e. delivery of the audits,
is provided through a contract with TIAA Ltd.

Legal implications — there are no legal implications arising from this report.

Equality implications — there are no equality implications arising from this
report.

Environmental impact — there are no impacts on the environment arising
from this report.

Crime and disorder — there are no impacts upon crime and disorder arising
from this report.

Risks — the Risk Based Internal Audit approach will ensure that the Council’s
key risks are accurately reviewed and updated and thus the Internal Audit
Service is adding value and auditing the key risk areas.

CONCLUSION

The attached report provides the Council with Internal Audit Plans that will
ensure key business risks will be addressed by Internal Audit, thus ensuring
that appropriate controls are in place to mitigate such risks and also ensure
that the appropriate and proportionate level of action is taken.
RECOMMENDATIONS

The Audit Committee is requested to note and approve:

e The Internal Audit Charter

e The Internal Audit Strategy for 2019/20;

e The Strategic Internal Audit Plans 2019/20 to 2021/22; and

e The Annual Internal Audit Plan 2019/20.

Background Papers

None
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1.2

1.3

1.4

1.5

1.6

2.1

2.2

INTRODUCTION

The Accounts and Audit Regulations 2015 require that “a relevant authority must undertake
an effective internal audit to evaluate the effectiveness of its risk management, control and
governance processes, taking into account public sector internal auditing standards or
guidance”.

The Public Sector Internal Audit Standards (PSIAS) mandate a periodic preparation of a risk-
based plan, which must incorporate or be linked to a strategic high level statement on how the
internal audit service will be delivered and developed in accordance with the charter and how
it links to the organisational objectives and priorities, this is set out in the Internal Audit
Strategy.

Risk is defined as 'the possibility of an event occurring that will have an impact on the
achievement of objectives’. Risk can be a positive and negative aspect, so as well as
managing things that could have an adverse impact (downside risk) it is also important to look
at potential benefits (upside risk).

The development of a risk-based plan takes into account the organisation's risk management
framework. The process identifies the assurance (and consulting) assignments for a specific
period, by identifying and prioritising all those areas on which objective assurance is required.
This is then also applied when carrying out individual risk based assignments to provide
assurance on part of the risk management framework, including the mitigation of individual or
groups of risks.

The following factors are also taken into account when developing the internal audit plan:

e Any declarations of interest so as to avoid conflicts of interest;
The requirements of the use of specialists e.g. IT auditors;

e Striking the right balance over the range of reviews needing to be delivered, for
example systems and risk based reviews, specific key controls testing, value for money
and added value reviews;

e The relative risk maturity of the Council;

Allowing contingency time to undertake ad-hoc reviews or fraud investigations as
necessary;

e The time required to carry out the audit planning process effectively as well as regular
reporting to and attendance at Audit Committee, the development of the annual report
and opinion and the Quality Assurance and Improvement Programme.

In accordance with best practice the Audit Committee should ‘review and assess the annual
internal audit work plan’.

INTERNAL AUDIT CHARTER

There is an obligation under the PSIAS for the Charter to be periodically reviewed and
presented. This Charter is therefore reviewed annually by the Head of Internal Audit to confirm
its ongoing validity and completeness, and presented to the Section 151 Officer, Senior
Management and the Audit Committee every two years, or as required for review.

The latest version of the Charter included at Appendix 1 of this report has been updated to

reference the Internal Audit Manager role, reporting to the Head of Internal Audit and
responsibilities for providing management oversight on the performance of the contractor.

Page 2 of 23
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2.3

3.1

4.1

4.2

4.3

5.1

5.2

5.3

As part of the review of the Audit Charter the Code of Ethics are also reviewed by the Head of
Internal Audit, and it is ensured that the Internal Audit Services contractor staff, as well as the
Head of Internal Audit and Internal Audit Manager adhere to these, specifically with regard to;
integrity, objectivity, confidentiality and competency. Formal sign off to acceptance of the Code
of Ethics is retained by the Head of Internal Audit.

INTERNAL AUDIT STRATEGY
The purpose of the Internal Audit Strategy Appendix 2 is to confirm:

¢ How internal audit services will be delivered,;

¢ How internal audit services will be developed in accordance with the internal audit
charter;

¢ How internal audit services links to organisational objectives and priorities; and

¢ How the internal audit resource requirements have been assessed.

STRATEGIC INTERNAL AUDIT PLAN

The overarching objective of the Strategic Internal Audit Plan Appendix 3 is to provide a
comprehensive programme of review work over the next three years, with each year providing
sufficient audit coverage to give annual opinions, which can be used to inform the
organisation’s Annual Governance Statement.

The coverage over the forthcoming three years has been discussed with senior management
to ensure audits are undertaken at the right time and at a time where value can be added.

The discussions also went into greater detail in relation to the scope of the audits for the
forthcoming year, including where audits had been deferred from 2018/19 and where joint
reporting will be required with South Norfolk to compliment the collaboration agenda. As the
collaboration agenda progresses the ambition is for more audit reviews to be undertaken
jointly, thus creating efficiencies and enabling comparisons to be made to ensure the best
service is provided to all our residents.

ANNUAL INTERNAL AUDIT PLAN

Having developed the Strategic Internal Audit Plan, the Annual Internal Audit Plan is an extract
of this for the forthcoming financial year Appendix 4. This details the areas being reviewed
by Internal Audit, the number of days for each review, the quarter during which the audit will
take place and a brief summary/purpose of the review.

The Annual Internal Audit Plan for 2019/20 totals 141 days, encompassing 12 assignments
which will conclude in an audit opinion, two of which are IT audits.

As mentioned above there are five joint audits being undertaken:
e Corporate Governance;

Risk Management;

Planning and Development Management;

Disaster Recovery and Business Continuity; and

Network Infrastructure and Security.

Page 3 of 23
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5.4 Audit verification work concerning audit recommendations implemented to improve the
Council’s internal control environment will also be undertaken throughout the financial year.
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