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The Browne Review Report on Higher Education Funding and Student Finance was published on 12 October 2010. It represents a radical proposal to establish a genuine market in UK undergraduate education (driven by the notion of a student as a consumer), with massive repercussions for the future of the HE sector. A summary of the key points, together with some preliminary observations can be found on the following pages. Appendix A contains calculations from UCU research of projected repayments for graduates under the proposed new system. 
The foreword to the Browne report stresses the diversity and variety of Higher Education Institutions (HEIs), suggesting ‘one size does not fit all’ and that this means that it would be reasonable to expect that HEIs will set varied charges for courses.

It recommends that a greater burden of funding falls on graduates, but that they only contribute ‘when they can afford to do so’. The report claims that the proposed system is progressive – no one earning under £21,000 will pay anything, and that only the top 40% of earners will pay back all the charges paid on their behalf up front by the government, and that the lowest 20% will pay less than they do now. 

The report proposes a new model of finance for teaching: the government will no longer provide a block grant for teaching to HEIs.  Finance will follow the student, with the cap on fee levels lifted. The report signals the possible withdrawal of existing direct funding from all but clinical training & priority subjects (e.g. STEM). This will have potentially disastrous consequences in terms of course provision and staff redundancies, and would most likely require fees to be set at a level of at least £7,000 just to make up for the withdrawal of teaching funding. 
Key points in Browne Report
Student Finance

· Cap on tuition fees abolished (HEIs free to set level of fees).

· No up-front tuition costs. Up-front fees for part-time students also abolished (if studying at intensity of 33% of full-time equivalent – maximum of 9 years support provided).
· Fees are paid by the government, and then graduates pay back through ‘Student Finance Plan’. 

· Re-payments (through tax system) start when graduate earns over £21,000 p.a. at a rate of 9% of income above this threshold.

· Payments increase or decrease depending on whether earnings go up/down and payments stop if graduates are not in work.  Payment threshold to be reviewed in line with AEI. 

· Interest paid is that which the government itself pays on borrowing money (inflation plus 2.2%). Graduates whose earnings do not cover the costs of the real interest rate will have the rest of the interest rebated to them by the government. No interest charged to those below repayment threshold. 

· Any balance to be written off after 30 years (rather than 25 as now). 

· Suggestion that students can pay fees up front (may wish to if from wealthy households) and that high earning graduates can make early repayments to clear financial obligations and that this will allow Government to focus support on those who need it and make Student Finance Plan more sustainable (p.41). 

· Graduates can make (optional) tax deductible payments to support their HEI

Maintenance Loans/Grants

· Maintenance Loans of £3,750 available to all (not means-tested). 

· Grants (means-tested) available of up to £3,250 for students from families of income below £60,000 p.a.

· Full grant for students with household/family income below £25,000. Partial grant, tapered, for income up to £60,000.

· No maintenance support available for part-time students. 

· No longer a requirement for HEIs to provide bursaries (but can continue to do so if wish). Report suggests that on basis of evidence received “would expect the most selective institutions in particular to offer generous bursaries to students from low income households” (p.39).  

Effect on HEIs

· Creates a market in HE – HEIs can compete for students on the basis of price and teaching quality. They may also face competition from new providers of higher education and, “if they fail to meet students’ aspirations for learning, they might ultimately close or be taken over.” (p.49). 

· End of the cap on student places (the report proposes a 10% increase in numbers) but government can still manipulate numbers by setting yearly minimum entry criteria (to qualify for Student Finance). 

· HEIs to receive all fee income from government. 

· Block funding for teaching withdrawn. Funding follows the student (HEIs not attracting students will not get funds). 

· Public Investment will be targeted on the teaching of priority subjects, e.g. clinical, health, science, engineering subjects (p.47) and these funds should also be available to ‘new providers’ (p.49). 

· Means possible withdrawal of existing direct funding from all but priority subjects (some subjects will be financed only by the income received through fees based on students’ choice of study). 

· New single Higher Education Council to enforce minimum quality standards and simplified Access Commitment (replacing current regulatory bodies – HEFCE, QAA, OFFA and OIA).

· HEIs charging fees of more than £7,000 will have to satisfy regulator through an ‘Access Commitment’ (strategy to widen access). 

· Students to be given better information on which HEI/courses best match their ‘aspiration’ (requirement that schools provide better careers advice provided by trained/certified professionals).

· Detailed information on quality/cost/structure of courses/career path of graduates etc to be provided for each HEI/course (Student Charters).

· All new teachers in HE to be required to undertake training qualification with HE Academy. 

· HEIs charging over £6,000 per year will contribute to the cost of student finance by paying a levy on fee income: 40% between £6,000 and £7,000; 45% on £7,000-£8,000 and £50% on £8,000 -£9,000, tapering up to 75% on fee income over £12,000. 

Alternative proposals rejected by review group

· Abolition of fees - “broad agreement among groups with an interest in higher education that those who benefit directly from higher education as graduates ought to make a contribution to the costs”. 

· Graduate tax – some attractive features but is unworkable, weakens institutional autonomy and student choice. 

· Businesses will not be compelled to contribute more as they contribute by rewarding graduates with higher wages. 

· Postgraduate education is a success and there’s no evidence that changes to funding or student support are needed to support student demand or access.  

Preliminary UCU Observations 

A couple of good points

· The abolition of up-front payment for fees for part-time students (but they are still not entitled to maintenance loans/grants)

· The increase of the repayment threshold for student loans from £15,000 to £21,000

But on the whole disastrous

· The system proposed would effectively provide for the privatisation of higher education with the more prestigious institutions charging the highest fees and students from lower income backgrounds making decisions as to where to study based on costs and opting for cheaper institutions at the other end of the spectrum. 

· A number of recent surveys have shown that a large proportion of prospective students – particularly from lower income backgrounds – make decisions on where to study on the basis of cost. 
 

· A situation may be created whereby students from lower level socio-economic increasingly tend to opt to study in the cheaper and less prestigious HEIs to alleviate the financial burden of study (possibly combining this with living at home), whereas students from wealthier backgrounds will still opt for the more expensive Russell Group institutions and enjoy the traditional student experience living away from home. This will exacerbate the tendency towards a two-tier (or multi-tier) system, with different qualities of experience. Furthermore, employers in certain professions and sectors might continue to favour graduates from the more prestigious universities, reducing the scope for social mobility for those from lower income backgrounds. 

· Rather than addressing the poor record of Russell Group institutions in recruiting students from lower income backgrounds (as noted in the Milburn report on access to the professions and the recent Sutton Trust report) this would make the situation far worse, perpetuating and indeed exacerbating social class divisions.

· The report claims to be fair as the public and poorer students (through fee loan repayments) will not be subsiding students from wealthier backgrounds who currently benefit from direct public subsidies for teaching. However, the proposed system will allow students from wealthy backgrounds to pay fees up front or make early repayments if in lucrative employment. This means that unlike students from lower and middle income backgrounds they would still benefit more by avoiding having to pay interest payments on their fee payments, whilst those on modest incomes will continue to be burdened with repayments for up to 30 years (see table produced by Social Market foundation in Appendix B). 

· The proposals would effectively remove direct funding for non-priority subject areas (i.e. not STEM subjects). This could have devastating effects on course provision, with institutions outside of the richer Russell Group universities struggling to sustain course provision. This will inevitably lead to further cuts and redundancies in the sector, with some institutions possibly being forced to the wall. 

· HEIs would need to charge fees of at least £7,000 just to recoup their losses from proposed cuts in public funding. 

· Students can expect to leave university with a student finance debt of £30,000 or more, to be paid back on top of normal direct taxation, and with an annual interest rate of 2.2% plus inflation. Appendix A illustrates the likely financial impact of the proposed system on a graduate on average professional earnings, and graduates entering key public sector professions. 

· Where the report states that HEIs can compete for students on the basis of price and teaching quality, it also suggests that this may include competition from new providers of higher education (paving the way for private providers knocking out degrees on the cheap, piling student numbers high, but with questionable quality). It remains to be seen whether the proposed new regulator – taking over the role of the (to be abolished) QAA - will have the teeth to ensure these new providers maintain the requisite quality standards.

· The increase in the maximum maintenance loan/grant from £6,403 (£2,906 grant plus £3,497 loan) to £7,000 (£3,250 plus £3,750) appears to be a positive step). However, the situation for London based students - currently entitled to a higher maximum amount of £7,894 (£2,906 + £4,988) would be significantly worse (the Browne report appears not to take into account additional London costs).  Moreover, the £7,000 maximum is still less the NUS estimate of average student living costs of £8,025 (2008 figure). 

· The Report employs flawed arguments about the graduate premium – the additional earnings one is projected to gain after getting a degree compared to earnings for those without degrees. However, as the first UCU submission to the Browne review points out, some of the projections made are highly optimistic and in any case assume uniformity in the graduate earnings premium, whereas in fact graduate earnings differ vastly according to subject studied and career pursued, as well as gender, social background and schooling.  

· UCU has repeatedly called for the reversals of the decision to withdraw funding support for students studying for ELQs. This is not mentioned in the report. 
Appendix A: UCU Research

Cost of maintenance and £7,000 annual fees by profession

Summary

	
	Initial loan

£
	Total repayments

£
	Interest paid

£
	Length of repayment period

	Current system: Professional occupation average: 3-year degree at ~£3,000 annual fees
	£23,568
	£27,745
	£4,177
	15.4 years

	Professional occupation average: 3-year degree at £7,000 annual fees
	£32,899
	£54,412
	£21,513
	30 years NCR

	Teaching and research professionals: 3-year degree + 1 year PGCE at £7,000 annual fees
	£44,307
	£47,152
	£2,844
	30 years NCR

	Health professionals: 5-year degree at £7,000 annual fees
	£55,943
	£110,588
	£54,645
	26.1 years


NCR= Never Completely Repaid

Repayment of loan costs under Browne proposals, by professional group

	
	Fee loans

£*
	Maximum maintenance loans

£*
	Total

£

	Yr 1
	7000
	3750
	

	Yr 2
	7140
	3825
	

	Yr 3
	7283
	3902
	

	Yr 4
	7428
	3980
	

	Yr 5
	7577
	4059
	

	
	
	
	

	3 years
	21423
	11477
	32899

	4 years
	28851
	15456
	44307

	5 years
	36428
	19515
	55943


*increased annually by forecast CPI rate of inflation of 2%

Assumptions

Annual maintenance loan of £3,750 uprated by 2.0% a year in line with government forecasts for CPI (Consumer Prices Index).

Loan repayments at the annual interest rate of 2.2% (government cost of borrowing) plus 2.0% CPI (the CPI is the government’s preferred measure of inflation, and is generally a more conservative, ie lower, figure than the all items RPI) at the rate of the government’s long-term forecast.

Annual repayments are 9% of total annual earnings above a threshold of £21,000 in Year 1 after graduation, thereafter threshold rising by 2% a year. 

Earnings based on the 2009 full-time average earnings (Annual Survey of Hours and Earnings 2009, Table 20.7a   Annual pay - Gross (£) - For full-time employee jobs: United Kingdom, 2009, median average by occupation and decade age bands). The ASHE occupation and pay data are only published at the level of sub-groups, rather than specific professions, so are somewhat abstract in nature.

Loans are repaid over a 30 year period: for some employees the loans will never be completely repaid because the annual interest charge is higher than the annual repayment figure.

Current system (repayment over 25 years): 

Professional occupation average: 3-year degree at ~£3,000 annual fees

Total fee and maintenance (maximum outside London) loans: £23,568

	Years after graduation
	Professional occupations median average earnings,

£

(ASHE 2009 Table 20.7a)
	Professional occupations median average earnings, increasing by 2% a year 

£
	Professional occupations:

Annual repayment (9% of median average annual earnings above £15,000, threshold rising by 2% a year)

£
	Professional occupations: loan after annual payment

£
	Professional occupations: loan + annual interest @ 2.0% on loan after payment

£

	1
	28,220
	28,220
	1,190
	22,378
	22,826

	2
	28,220
	28,784
	1,214
	21,612
	22,044

	3
	28,220
	29,360
	1,238
	20,807
	21,223

	4
	28,220
	29,947
	1,263
	19,960
	20,359

	5
	28,220
	30,546
	1,288
	19,071
	19,453

	6
	28,220
	31,157
	1,314
	18,139
	18,502

	7
	28,220
	31,780
	1,340
	17,162
	17,505

	8
	28,220
	32,416
	1,367
	16,139
	16,461

	9
	36,049
	42,237
	2,220
	14,242
	14,527

	10
	36,049
	43,082
	2,264
	12,263
	12,508

	11
	36,049
	43,943
	2,309
	10,199
	10,403

	12
	36,049
	44,822
	2,355
	8,047
	8,208

	13
	36,049
	45,719
	2,403
	5,806
	5,922

	14
	36,049
	46,633
	2,451
	3,471
	3,540

	15
	36,049
	47,566
	2,500
	1,041
	1,062

	16
	36,049
	48,517
	2,550
	-1,488
	-1,518

	17
	36,049
	49,487
	2,601
	-4,118
	-4,201

	18
	36,049
	50,477
	2,653
	-6,853
	-6,990

	19
	39,325
	56,166
	3,127
	-10,117
	-10,320

	20
	39,325
	57,289
	3,189
	-13,509
	-13,779

	21
	39,325
	58,435
	3,253
	-17,032
	-17,373

	22
	39,325
	59,604
	3,318
	-20,691
	-21,105

	23
	39,325
	60,796
	3,385
	-24,489
	-24,979

	24
	39,325
	62,012
	3,452
	-28,431
	-29,000

	25
	39,325
	63,252
	3,521
	-32,521
	-33,172


Current system (repayment over 25 years): 

Professional occupation average: 3-year degree at ~£3,000 annual fees

Repayment summary

	Initial loan

£
	Total repayments

£
	Interest paid

£
	Length of repayment period

	£23,568
	£27,745
	£4,177
	15.4 yrs


Professional occupation average: 3-year degree at £7,000 annual fees

Total fee and maintenance loans: £32,899
	Years after graduation
	Professional occupations median average earnings,

£

(ASHE 2009 Table 20.7a)
	Professional occupations median average earnings, increasing by 2% a year 

£
	Professional occupations:

Annual repayment (9% of median average annual earnings above £21,000, threshold rising by 2% a year)

£
	Professional occupations: loan after annual payment

£
	Professional occupations: loan + annual interest @ 4.2% on loan after payment

£

	1
	28,220
	28,220
	650
	32250
	33604

	2
	28,220
	28,784
	663
	32941
	34325

	3
	28,220
	29,360
	676
	33649
	35062

	4
	28,220
	29,947
	690
	34372
	35816

	5
	28,220
	30,546
	703
	35113
	36587

	6
	28,220
	31,157
	717
	35870
	37376

	7
	28,220
	31,780
	732
	36645
	38184

	8
	28,220
	32,416
	746
	37437
	39010

	9
	36,049
	42,237
	1,587
	37423
	38995

	10
	36,049
	43,082
	1,619
	37376
	38946

	11
	36,049
	43,943
	1,651
	37295
	38861

	12
	36,049
	44,822
	1,684
	37177
	38738

	13
	36,049
	45,719
	1,718
	37021
	38576

	14
	36,049
	46,633
	1,752
	36824
	38370

	15
	36,049
	47,566
	1,787
	36583
	38120

	16
	36,049
	48,517
	1,823
	36297
	37821

	17
	36,049
	49,487
	1,859
	35962
	37472

	18
	36,049
	50,477
	1,896
	35576
	37070

	19
	39,325
	56,166
	2,356
	34714
	36172

	20
	39,325
	57,289
	2,403
	33770
	35188

	21
	39,325
	58,435
	2,451
	32737
	34112

	22
	39,325
	59,604
	2,500
	31613
	32940

	23
	39,325
	60,796
	2,550
	30391
	31667

	24
	39,325
	62,012
	2,601
	29066
	30287

	25
	39,325
	63,252
	2,653
	27634
	28795

	26
	39,325
	64,517
	2,706
	26089
	27185

	27
	39,325
	65,807
	2,760
	24425
	25451

	28
	39,325
	67,124
	2,815
	22636
	23587

	29
	38,901
	67,728
	2,805
	20782
	21654

	30
	38,901
	69,083
	2,861
	18793
	19583


Professional occupation average: 3-year degree at £7,000 annual fees

Repayment summary

	Initial loan

£
	Total repayments

£
	Interest paid

£
	Length of repayment period

	32899
	54412
	21513
	30 years NCR


NCR= Never Completely Repaid

Teaching and research professionals: 3-year degree + 1 year PGCE at £7,000 annual fees

Total fee and maintenance loans: £44,307
	Years after graduation
	Teaching & research professionals median average earnings,

£

(ASHE 2009 Table 20.7a)
	Teaching and research professionals median average earnings, increasing by 2% a year 

£
	Teaching and research professionals:

Annual repayment (9% of median average annual earnings above £21,000, threshold rising by 2% a year)

£
	Teaching and research professionals: loan after annual payment

£
	Teaching and research professionals: loan + annual interest @ 4.2% on loan after payment

£

	1
	26,406
	26,406
	487
	43821
	45661

	2
	26,406
	26934
	496
	45165
	47062

	3
	26,406
	27473
	506
	46556
	48511

	4
	26,406
	28022
	516
	47995
	50010

	5
	26,406
	28583
	527
	49484
	51562

	6
	26,406
	29154
	537
	51025
	53168

	7
	26,406
	29737
	548
	52620
	54830

	8
	26,406
	30332
	559
	54271
	56551

	9
	33,662
	39440
	1,335
	55215
	57535

	10
	33,662
	40229
	1,362
	56173
	58532

	11
	33,662
	41033
	1,389
	57143
	59543

	12
	33,662
	41854
	1,417
	58126
	60567

	13
	33,662
	42691
	1,445
	59122
	61605

	14
	33,662
	43545
	1,474
	60131
	62656

	15
	33,662
	44416
	1,504
	61153
	63721

	16
	33,662
	45304
	1,534
	62188
	64799

	17
	33,662
	46210
	1,564
	63235
	65891

	18
	33,662
	47134
	1,596
	64295
	66996

	19
	37,148
	53056
	2,076
	64920
	67647

	20
	37,148
	54117
	2,117
	65530
	68282

	21
	37,148
	55199
	2,160
	66122
	68899

	22
	37,148
	56303
	2,203
	66697
	69498

	23
	37,148
	57430
	2,247
	67251
	70076

	24
	37,148
	58578
	2,292
	67784
	70631

	25
	37,148
	59750
	2,338
	68294
	71162

	26
	37,148
	60945
	2,384
	68778
	71666

	27
	37,148
	62164
	2,432
	69234
	72142

	28
	37,148
	63407
	2,481
	69662
	72587

	29
	38,781
	67519
	2,786
	69801
	72733

	30
	38,781
	68869
	2,842
	69891
	72826


Teaching and research professionals: 3-year degree + 1 year PGCE at £7,000 annual fees

Repayment summary

	Initial loan

£
	Total repayments

£
	Interest paid

£
	Length of repayment period

	£44,307
	£47,152
	£2,844
	30 years NCR


NCR= Never Completely Repaid

Health professionals: 5-year degree at £7,000 annual fees

Total fee and maintenance loans: £55,943
	Years after graduation
	Health  professionals median average earnings £

(ASHE 2009 Table 20.7a)
	Health  professionals median average earnings, increasing by 2% a year 

£
	Health professionals:

Annual repayment (9% of median average annual earnings above £21,000, threshold rising by 2% a year)

£
	Health professionals: loan after annual payment

£
	Health professionals: loan + annual interest @ 4.2% on loan after payment

£

	1
	32,394
	32,394
	1025
	54918
	57225

	2
	32,394
	33042
	1046
	56179
	58538

	3
	32,394
	33703
	1067
	57471
	59885

	4
	32,394
	34377
	1088
	58797
	61266

	5
	32,394
	35064
	1110
	60156
	62683

	6
	32,394
	35766
	1132
	61551
	64136

	7
	32,394
	36481
	1155
	62981
	65626

	8
	32,394
	37211
	1178
	64448
	67155

	9
	50,264
	58892
	3086
	64069
	66760

	10
	50,264
	60070
	3148
	63612
	66284

	11
	50,264
	61271
	3211
	63074
	65723

	12
	50,264
	62497
	3275
	62448
	65071

	13
	50,264
	63747
	3340
	61731
	64323

	14
	50,264
	65022
	3407
	60916
	63475

	15
	50,264
	66322
	3475
	60000
	62520

	16
	50,264
	67648
	3545
	58975
	61452

	17
	50,264
	69001
	3616
	57836
	60265

	18
	50,264
	70381
	3688
	56578
	58954

	19
	81,604
	116551
	7790
	51164
	53313

	20
	81,604
	118882
	7946
	45367
	47272

	21
	81,604
	121260
	8105
	39167
	40812

	22
	81,604
	123685
	8267
	32545
	33912

	23
	81,604
	126159
	8432
	25479
	26550

	24
	81,604
	128682
	8601
	17949
	18702

	25
	81,604
	131255
	8773
	9929
	10346

	26
	81,604
	133880
	8948
	1398
	1457

	27
	81,604
	136558
	9127
	-7671
	-7993

	28
	81,604
	139289
	9310
	-17303
	-18030

	29
	79,621
	138622
	9185
	-27215
	-28358

	30
	79,621
	141394
	9369
	-37727
	-39312


Health professionals: 5-year degree at £7,000 annual fees

Repayment summary

	Initial loan

£
	Total repayments

£
	Interest paid

£
	Length of repayment period

	£55,943
	£110,588
	£54,645
	26.1 years


Appendix B

Distributional Consequences of repayments (Social Market Foundation research)

The calculations from the Social Market foundation
 in the table below suggest that it is those graduate earners earning above the £21,000 threshold and at a level just enough to be able to complete repayments over 30 years (the fortieth percentile of graduate earners – just below median levels) that will have to pay the most in repayments and interest. The total repayments (when factoring in interest payments) then actually diminish as income rises. Those who choose to pay fees up front will not have to pay interest at all, and will therefore have the lowest repayment. Those who choose to pay off quickly after graduating (due to high earnings or personal/family wealth) will also avoid paying much of the interest.  

NB. Unlike the UCU research above, the research by the Social Market Foundation factors in the 2.2% government borrowing rate but not estimated inflation rises. Hence, the estimated figures for repayments appear lower than those shown in the UCU research. 

[image: image1.jpg]Lifetime payment

£50000
£a5000
£40000
£35000
£30000
25000
£20000
£15000
£10000

£5000

Real terms lifetime payment
(represen tative individuals)

Position in national gracuate earnings distribution





� A survey commissioned by the NUS in April 2009, showed that applicants chose universities where they could live at home (15%), reduce travel costs (17%), or get the most bursary or scholarship money (28%).  The effects were greater for students from lower socio-economic backgrounds, of whom 27% chose universities where they could live at home, 24% those where they could reduce travel costs, and 41% those offering the most bursary or scholarship money. Six out of ten students from lower socio-economic backgrounds claimed that their choices had been affected by the recession.�  A study of 3,000 prospective university students by Clare Callender and Jonathan Jackson in 2008 produced similar findings. Half of all respondents to the survey were considering a university nearer home for financial reasons, and a third were considering living at home. Class was an important factor in these decisions, with two-thirds of those from lower income families reporting that they were considering applying to a university nearer their family home to save money.


� The report of the Panel on Fair Access to the Professions in 2009 (the Milburn report on social mobility) noted that only 520 students from lower socio-economic backgrounds got into Oxbridge in 2006-07. Meanwhile, over 2,500 got into Oxbridge universities from private schools; Only 16% of students at the Russell Group universities are from lower socio-economic backgrounds; and there were more students of black Caribbean origin at London Metropolitan University than at all the Russell Group universities combined.  The Sutton Trust submission to Sir Martin Harris's review of widening access into Selective universities in January 2010 noted that there had been little change since 2002-03 to indicators showing that 20% of young degree entrants to Russell Group institutions were from the four lower class groups, which account for 50% of the population. These proportions were essentially unchanged in 2007/08. Three in every ten Oxbridge undergraduates in 2007 and 2008 were from just 100 schools and colleges, the majority of which are fee paying or state grammar schools. Almost 45% of Oxbridge undergraduates were from 200 schools and colleges, while the remaining 3500 schools in the UK accounted for 55% of admissions. These figures show little change from the similar analysis done for Oxbridge admissions for the period 2002-2006, although the dominance of the top 200 schools and colleges has reduced slightly. �HYPERLINK "http://www.suttontrust.com/news/news/access-to-highly-selective-universities-stalls/"�www.suttontrust.com/news/news/access-to-highly-selective-universities-stalls/�








� See:  �HYPERLINK "http://www.smf.co.uk/assets/files/News%20Release%20Browne%20Review%20FINAL.pdf"�http://www.smf.co.uk/assets/files/News%20Release%20Browne%20Review%20FINAL.pdf�
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