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September 28, 2026
CMS Issues Correction Notice to Fiscal Year 2027 IPPS

The Centers for Medicare & Medicaid Services (CMS) have posted a correction rule to the Fiscal Year
(FY) 2027 IPPS update issued in the August 4 Federal Register. The corrections in this document are
applicable to discharges occurring on or after October 1, 2026, as if they had been included in the
document that appeared in the August 4, 2026 Federal Register.

The rule is schedule for publication in the September 29 Federal Register. A copy of the 37-page
display copy is available at: https://public-inspection.federalregister.gov/2026-19946.pdf.

The tables that are available on the internet have been updated to reflect the revisions.

The rule cites a CMS website for its detailed changes, but the provided link does not work Instead,
try: https:
2027-ipps-final- ruIe home page#Final.

The material below is from the link above.

CMS-1849-CN3
Date of Display: September 28, 2026
Date of Publication: September 29, 2026

Title: Medicare Program; Hospital Inpatient Prospective Payment Systems for Acute Care Hospitals
(IPPS) and the Long-Term Care Hospital Prospective Payment System and Policy Changes and Fiscal
Year (FY) 2027 Rates; Requirements for Quality Programs; Other Policy Changes; and Adoption of
Updated Versions of Certain Health Information Technology Standards; Correction FY 2027 Final Rule
and Correction Notice Data and Supplemental Files.

FY 2027 Final Rule and Correction Notice Data and Supplemental Files

1. FY 2027 Final Rule and Correction Notice Impact File (ZIP): This file contains data elements by
provider that were used in calculating the FY 2027 rates and impacts.

2. AOR/BOR File (Final Rule and Correction Notice) (ZIP): This zip file contains an excel spreadsheet
with the following tabs for the FY 2027 final rule and correction notice:

After Outliers Removed (AOR)
Before Outliers Removed (BOR)
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3. Case Mix Index File (Final Rule and Correction Notice) (ZIP): This file contains the non-transfer
adjusted case mix index (CMI) based on the MS-DRGs billed on the claim in the year the claim was
incurred (that is, during FY 2025, using the V42 Grouper).

4. FY the 2027 Final Rule HCRIS Data File (ZIP): CMS uses hospital cost report data from the Medicare
Cost Report, Hospital Form 2552-10, to calculate the Cost-to-Charge Ratios (CCRs) used in the cost-
based MS-DRG relative weight methodology. The database for the Medicare cost reports is the
Healthcare Cost Report Information System (HCRIS). The CCRs used in the calculation of the MS DRG
relative weights for the FY 2027 IPPS Final Rule are derived from the March 31, 2026 quarterly update
of the FY 2024 HCRIS.

5. Cost Center HCRIS Lines Supplemental Data File (ZIP): This supplemental data file shows the cost
report lines that are used for the Cost Center CCR calculations, which are part of the MS-DRG Relative
Weights calculations. In addition, the FY 2027 normalization factor is included on the second tab.

6. Standardizing File (Final Rule and Correction Notice) (ZIP): This file is used to standardize charges
for the rate building process.

7. County to CBSA Crosswalk File and Urban CBSAs and Constituent Counties for Acute Care Hospitals
File (ZIP): This file contains two tabs: A crosswalk of county codes to CBSAs (including the revised
CBSA delineations for FY 2027) and a list of Urban CBSAs and Constituent Counties for Acute Care
Hospitals Files.

8. FY 2027 Final Rule Wage Index Public Use Files (Final Rule and Correction Notice) (ZIP): Open
Attached Zip files. The PDF contains a description of each zip file. Main zip file contains 4 zip files:

FY 2027 Final Rule/Correction Notice Wage Index PUFs; S3 Part II and Occ Mix Data.

FY 2027 Final Rule/Correction Notice Occupational Mix Adjusted and Unadjusted Average
Hourly Wages and Occupational Mix Factor by Provider.

FY 2027 Final Rule/Correction Notice Occupational Mix Adjusted and Unadjusted Average
Hourly Wages and Pre-Reclass Wage Indexes by CBSA.

FY 2027 Final Rule/Correction Notice AHW by Provider Area Listing.
FY 2027 Imputed State Floors Public Use File (Final Rule and Correction Notice) (ZIP).

Contains multiple tabs demonstrating step by step calculation of the imputed floor.

9. FY 2027 Imputed State Floors Public Use File (Final Rule and Correction Notice) (ZIP): Contains
multiple tabs demonstrating step by step calculation of the imputed floor.

10. FY 2027 IPPS Final Rule and Correction Notice Medicare DSH Supplemental Data File (ZIP): This
spreadsheet has 4 tabs. The first tab is the File Layout for second tab of the spreadsheet. The second
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tab contains the FY 2027 final rule Factor 3 and data used to calculate Factor 3 to implement Section
3133 of the ACA, Improvements to Medicare DSH Payments. The third tab contains a list of hospitals
that have undergone a merger where the data of the merging hospitals have been combined to
calculate the Factor 3 for the surviving hospital for FY 2027. The fourth tab contains the Medicare DSH
estimates to support the calculation of the final Factor 1.

11. Hospital Readmissions Reduction Program Supplemental Data File: The final FY 2027 readmissions
payment adjustment factors will be available in the fall of 2026. After hospitals have been given an
opportunity to review and correct their calculations for FY 2027, CMS will post Table 15 and this
supplemental data file to display the final FY 2027 readmissions payment adjustment factors that will
be applicable to discharges occurring on or after October 1, 2026.

12. FY 2028 New Technology Add-On Payment Thresholds (Final Rule and Correction Notice) (ZIP):
Contains the cost thresholds by MS-DRG for the cost criteria for new technology add-on payments for
applications for FY 2028.

13. Outlier Reconciliation Public Use File (ZIP): Contains data used to identify hospitals that would
have met the criteria to be referred for outlier reconciliation under CR 13566 as if they had been in
place at the time of final cost report settlement as well as the data for these hospitals that was used in
the calculation of the outlier reconciliation amounts used for the FY 2027 outlier threshold.

FY 2027 Final Rule and Correction Notice Tables

Table 1A-1E (Final Rule and Correction Notice) (ZIP): This excel spreadsheet contains the final FY 2027
Operating and Capital National Standardized Amounts.

Tables 2, 3 and 4A and 4B (Wage Index Tables) (Final Rule and Correction Notice) (ZIP):

Table 3- Wage Index Table by CBSA;

Table 4A - List of Counties Eligible for the Out-Migration Adjustment under Section 1886(d)(13)
of the Act

Table 4B - Counties Redesignated under Section 1886(d)(8)(B) of the Act (LUGAR COUNTIES).

Table 5 (Final Rule and Correction Notice) (ZIP): MS-DRGs, Relative Weighting Factors and Geometric
and Arithmetic Mean Length of Stay.

Tables 6A-6K (ZIP): Zip file contains the following Tables: Excel and Text File: Table 6A-New Diagnosis
Codes; Table 6B-New Procedure Codes; Table 6C-Invalid Diagnosis Codes; Table 6D-Invalid Procedure
Codes; Table 6E-Revised Diagnosis Code Titles;

Table 6F-Revised Procedure Code Titles; Table 6G.1-Secondary Diagnosis Order Additions to the CC
Exclusions List; Table 6G.2- Principal Diagnosis Order Additions to the CC Exclusions List; Table 6H.1-
Secondary Diagnosis Order Deletions to the CC Exclusions List; Table 6H.2-Principal Diagnosis Order
Deletions to the CC Exclusions List; Table 6I-Complete MCC List; Table 61.1-Additions to the MCC List;

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Table 6]-Complete CC List; Table 6].1-Additions to the CC List; Table 6].2-Deletions to the CC List;
Table 6K-Complete List of CC Exclusions.

Tables 8A, 8B, and 8C (Final Rule and Correction Notice) (ZIP): Tables 8A and 8B contain the FY 2027
IPPS operating and capital statewide average cost-to-charge-ratios. Table 8C contains the FY 2027
LTCH statewide average cost-to-charge-ratios.

Table 10 (ZIP): Relevant ICD-10 Codes for Certain FY 2027 New Technology Add-On Payments.

Table 15: FY 2027 Hospital Readmissions Reduction Program Payment Adjustment Factors: Table 15 of
the final rule is not available at this time. CMS will post Table 15 to display the final FY 2027
readmissions payment adjustment factors that will be applicable to discharges occurring on or after
October 1, 2026.

Tables 16A and 16B Hospital Value-Based Purchasing (VBP) Program Adjustment Factors (ZIP):

Table 16A: Contains updated proxy adjustment factors under the Hospital VBP Program that
were calculated using historical baseline and performance periods. These proxies for the FY
2027 Hospital VBP payment adjustment factors will not be used to adjust hospital payments.
This file includes the proxy adjustment factors published for the FY 2027 IPPS Final Rule (CMS-
1849-F).

Table 16B: Contains the actual payment adjustment factors under the Hospital VBP Program
for FY 2027. These actual factors are based on the finalized baseline and performance period
FY 2027 and will be used to adjust base operating DRG payments to eligible hospitals for
discharges occurring in FY 2027. Note: Table 16B will be available in the Fall of 2026.

Table 18 (Final Rule and Correction Notice) (ZIP): FY 2027 Medicare DSH Uncompensated Care
Payment Factor 3.

Comments

It appears that most of the correction changes, excluding typos, are the result of two hospitals that
have been misclassified. The changes have extensive applications, but appear minor in overall
payment implications.

The corrections listed in this brief are compared to previously finalized updates contained in the August
4 Washington Perspectives.

This is a very difficult rule to follow. For an example, on the rule’s first page it says, "On page 49572,
we are correcting a typographical error in the year for the reduction required by section
1886(m)(6)(B)(iv) of the Act.” However, CMS does not explain the error or its correction.

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country Club Drive, Jefferson City, Mo. 65109
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Summary of Errors in the Addendum

CMS notes that it inadvertently treated a current IPPS hospital as a hospital that had converted to REH
status, thereby erroneously excluding its data from the IPPS rate-setting calculations for FY 2027,
including the standardized amount calculations. In addition, CMS says that it inadvertently treated one
urban hospital as rural under § 412.103 after it timely canceled its request to reclassify as rural under
§ 412.103, thereby erroneously including its data in the rural wage index and rural floor.

CMS has recalculated the MS-DRG relative weights, all wage indexes (and geographic adjustment
factors (GAFs)), all budget neutrality factors, the fixed-loss cost threshold, and the national operating
standardized amounts and capital Federal rate.

CMS has recalculated the FY 2027 LTCH PPS area wage index values since they are calculated from the
same data used to compute the FY 2027 acute care hospital inpatient wage index.

Summary of Errors in and Corrections to Files and Tables Posted on the CMS Website

CMS is correcting the errors and making conforming corrections in the following IPPS tables that are
listed on page 50408 of the August 4 FY 2027 IPPS/LTCH PPS final rule and are available on the internet
on the CMS website at: https://www.cms.gov/medicare/payment/prospective-payment-systems/acute-

inpatient-pps/ipps-regulations-and-notices/cms-1833.
This link does not take you to FY 2027 material. Rather, it goes back to FY 2026.

e Table 2.— Case-Mix Index and Wage Index Table by CCN—FY 2027 Final Rule.

As discussed in the previous section, CMS says it inadvertently treated a current IPPS hospital
as a hospital that had converted to REH status, thereby erroneously excluding its data from the
wage index.

e Table 3.— Wage Index Table by CBSA—FY 2027 Final Rule.

CMS is correcting the occupational mix adjusted national average hourly wage and has
recalculated all of the budget neutrality adjustments, including the recalculation of the rural floor
budget neutrality factor, which is the only budget neutrality factor applied to the FY 2027 wage
indexes. Because these changes affect the calculation of various area wage indexes used to
determine certain budget neutrality factors and hospitals’ final wage index value for FY 2027,
CMS is also making conforming changes to other impacted wage indexes, including to the
imputed floor and outmigration adjustment.

e Table 4A.— List of Counties Eligible for the Out-Migration Adjustment under Section
1886(d)(13) of the Act—FY 2027 Final Rule.

CMS is correcting the occupational mix adjusted national average hourly wage and has
recalculated all of the budget neutrality adjustments including the recalculation of the rural floor

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance, 4712 Country SngBEQ\é% Jjef'ffeerrs:;n%%, I\I‘jlcc))- gg}gg
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budget neutrality factor. Because the wage indexes are one of the inputs used to determine the
out-migration adjustment, the outmigration adjustments for some counties/hospitals changed.

e Table 5.—Final List of Medicare Severity Diagnosis-Related Groups (MS DRGs), Relative
Weighting Factors, and Geometric and Arithmetic Mean Length of Stay—FY 2027 Final Rule.

CMS is correcting this table to reflect the recalculation of the relative weights, geometric
average length-of-stay (LOS), and arithmetic mean LOS.

Comment

As previously noted, the following changes are shown revising our August 4 Washington
Perspectives. We have deleted changed items in red.

FY 2027 APPLICABLE PERCENTAGE INCREASES FOR THE IPPS

Hospital Submitted Hospital Submitted Hospital Did NOT Hospital Did NOT
Quality Data and Quality Data and is Submit Quality Data Submit Quality
FY 2027 is a Meaningful NOT a Meaningful and is a Meaningful Data and is NOT a

EHR User EHR User Meaningful EHR
EHR User User

Market Basket Rate-of-Increase

Adjustment for Failure to Submit
Quality Data under Section 0.0 0.0 -0.8 -0.8
1886(b)(3)(B)(viii) of the Act

Prepesed Adjustment for Failure to be
a Meaningful EHR User under Section
1886(b)(3)(B)(ix) of the Act

0.0 -2.4 0.0 -2.4
Prepesed-Productivity Adjustment
under Section 1886(b)(3)(B)(xi) of the -0.9 -0.9 -0.9 -0.9
Act
Propoesed-Applicable Percentage
Increase Applied to Standardized 2.3 -0.1 1.5 -0.9
Amount
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FY 2026 Base Rate after
removing:

1. FY 2026 Geographic
Reclassification Budget
Neutrality (0.956835)

.. FY 2026 Operating Outlier Offset
(0.949)

3. FY 2026 Cap Policy Wage
Index Budget Neutrality
Factor (0.999397)

4. Transition for the
Discontinuation of the Low
Wage Index Hospital Policy
Budget Neutrality Factor
(0.999726)

5. FY 2026 Rural
Demonstration Budget
Neutrality Factor (0.999552)

Changes from FY 2026 Standardized Amounts to the Final

FY 2027 Standardized Amounts

Hospital Submitted
Quality Data and is a
Meaningful EHR User

If Wage Index is Greater
Than 1.0000:

Labor (66.0%):
$4,914.60

(Combined labor and nonlabor|

$7,446.36)

Nonlabor (34.0%):

$2,531.76

(Combined labor and nonlabor|

$7,446.36)

Hospital Submitted
Quality Data and is

NOT a Meaningful
EHR User

If Wage Index is Greater
Than 1.0000:

Labor (66.0%):
$4,914.60

(Combined labor and nonlabor

$7,446.36)

Nonlabor (34.0%):

$2,531.76

(Combined labor and nonlabor|

$7,446.36)

Hospital Did NOT
Submit Quality Data
and is a Meaningful

EHR User

If Wage Index is
Greater Than 1.0000:

Labor (66.0%):
$4,914.60

(Combined labor and nonlabor|

$7,446.36)

Nonlabor (34.0%):

$2,531.76

(Combined labor and nonlabor|

$7,446.36)

Hospital Did NOT
Submit Quality Data
and is NOT a
Meaningful EHR User

If Wage Index is Greater
Than 1.0000:

Labor (66.0%):
$4,914.60

(Combined labor and nonlabor

$7,446.36)

Nonlabor (34.0%):

$2,531.76

(Combined labor and nonlabor

$7,446.36)

FY 2027 Update Factor

1.023

0.999

1.015

0.991

FY 2027 MS-DRG Reclassification
and Recalibration Budget
Neutrality Factor Before Cap

0.998746 48

0.998746 48

0.998746 48

0.998746 48

FY 2027 Cap Policy MS-DRG
Weight Budget Neutrality Factor

0.999730

0.999730

0.999730

0.999730

FY 2027 Wage Index Budget
Neutrality Factor

1.000196 312

1.000196 312

1.000196 312

1.000196 312

FY 2027 Reclassification Budget
Neutrality Factor

0.949333 63

0.949333 63

0.949333 63

0.949333 63

FY 2027 Cap Policy Wage Index
Budget Neutrality Factor

0.999384 79

0.999384 79

0.999384 79

0.999384 79

Questions? Contact Andrew Wheeler, MHA’s Vice President of Federal Finance,
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Hospital Submitted
Quality Data and is
NOT a Meaningful

Hospital Did NOT
Submit Quality Data
and is a Meaningful

Hospital Did NOT
Submit Quality Data
and is NOT a

Hospital Submitted

Quality Data and is a

Meaningful EHR User

EHR User

EHR User

Meaningful EHR User

FY 2027 Transition for the
Discontinuation of the Low Wage
Index Hospital Policy Budget
Neutrality Factor

0.999778 7 0.999778 7 0.999778 7 0.999778 7
FY 2027 Operating Outlier Factor
0.949 0.949 0.949 0.949

National Standardized Labor——%$4;520:33 Labor—%$4;414:28 Labor—%$4,484-98 Labor—%$4,378:93
Amount for FY 2027 if Wage Nonlabor:—%$2,274-02 Nonlabor:—%$2,255-81
Index is Greater Than Nontlabori—$2;328:65 e nlalh e S0
1.0000; Labor/Non-Labor
Share Percentage
(66.0/34.0) . Revised to Revised to

Revised to Revised to

Labor: $4,519.68 Labor: $4,413.65 Labor: $4,484.34 Labor: $4,378.30

Nonlabor: $2,238,32

Nonlabor: $2,273.70

Nonlabor: $2,310.11

Nonlabor: $2,255.49

National Standardized taberr—$4,246:37 |Laborr——$4,146:75 tabori—$47;213-16 |Labeorr—%$4;113:54
Amount for FY 2027 if Wage Nonlabor:—$2,541.55 Nonlabor:—$2,521.26
Index is Less Than or Equal [Nenlaber:—$2;6062:61 Plenlaber o500 00
to 1.0000; Labor/Non-Labor . Revised to Revised to
Share Percentage (62/38) Revised to Revised to
Labor: $4,146.16 Labor: $4,112.95
Labor: $4,245.76 Labor: $4,212.56

Nonlabor: $2,602.24

Nonlabor: $2,541.19

Nonlabor: $2,581.89

Nonlabor: $2,520.84

Changes to the IPPS for Capital-Related Costs

The FY 2027 capital rate is revised downward from $545.22 to $539.95.

4712 Country Club Drive, Jefferson City, Mo. 65109
P.0. Box 60, Jefferson City, Mo. 65102
573-893-3700 | MoHospitals.org
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Comparison of Factors and Adjustments: FY 2026 Capital Federal Rate and FY 2027 Capital
Federal Rate

FY 2026 FY 2027 Percent

Change
Update Factorl 1.0280 e2Le 1.034 10310 1.034 e 3.4
GAF/DRG Adjustment Factorl 0.9918 16139 0.9899 |+6439 0.9899 (139 -1.0
GAF Cap/Transition Adjustment Factor2 [0-9989 6-9913 0.9990 |6:9923 1.0001 -6 0.01
Outlier Adjustment Factor3 0.9616 85642 0.9677 |+08627 1.0063 [8:27 0.63
Capital Federal Rate $524.15 54522 539.95 1.0402 1.0301 |4 gp4 3.01

1The update factor and the GAF/DRG budget neutrality adjustment factors are built permanently into the capital Federal rate. Thus, for
example, the incremental change from FY 2026 to FY 2027 resulting from the application of the 0.9899 GAF/DRG budget neutrality adjustment
factor for FY 2027 is a net change of 0.9899 (or -1.0 percent).

2The GAF Cap/Transition budget neutrality adjustment factor is not built permanently into the capital Federal rate; that is, the factor is not
applied cumulatively in determining the capital Federal rate. Thus, for example, the net change resulting from the application of the FY 2027
GAF Cap/Transition budget neutrality adjustment factor is 0.9990/0.9989 or 1.0001 (or 0.01 percent).

3The outlier reduction factor is not built permanently into the capital Federal rate; that is, the factor is not applied cumulatively in determining
the capital Federal rate. Thus, for example, the net change resulting from the application of the FY 2027 outlier adjustment factor is
0.9677/0.9616 or 1.0063 (or 0.63 percent).

4Percent change may not sum due to rounding.

On page 50390, in the discussion of the applicable percentage increases to the hospital-specific

rates applicable to SCHs and MDHs, in the untitled table CMS is correcting a typographical error in the
applicable percentage increase applied to the standardized amount for a hospital that did not submit
quality data and is not a meaningful electronic health records (EHR) user.
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Occupational Mix Adjustment to the FY 2027 Wage Index

The FY 2027 Occupational Mix Adjusted National Average Hourly Wage is revised from $58.83 to $58.82

The FY 2027 national average hourly wages for each occupational mix nursing subcategory mix are

revised as follows:

Occupational Mix Nursing Subcategory Average Hourly Wage

National RN 1$60-42 $60.41
National LPN and Surgical Technician o=E 04 $35.01
National Nurse Aide, Orderly, and Attendant o= $23.53
National Medical Assistant e $23.13
National Nurse Category [E00s $50.05

LTCH PPS Standard Federal Payment Rate

CMS is revising the FY 2027 LTCH Payment rate example as reflected in the table below.

Unadjusted LTCH PPS Standard Federal Prospective Payment Rate $52,126.94
Labor-Related Share x 0.730
Labor-Related Portion of the LTCH PPS Standard Federal Payment Rate = $38,052.67
Wage Index (CBSA 16984) x 1.0104
Wage-Adjusted Labor Share of the LTCH PPS Standard Federal Payment Rate = $38,448.42

Nonlabor-Related Portion of the LTCH PPS Standard Federal Payment Rate ($52,126.94 x 0.270)

+ $14,074.27

Adjusted LTCH PPS Standard Federal Payment Amount

= $52,522.69

CMS had calculated the FY 2027 amounts at a Federal payment rate of $52,132.76 (calculated as the

current rate of $50,824.51 x 1.023 x 1.002679) for FY 2027.

For, LTCHs that fail to submit quality reporting data for FY 2027, in accordance with the requirements of
the LTCH QRP under section 1866(m)(5) of the Act, CMS is establishing an LTCH PPS standard Federal

payment rate of $51,113.55 (calculated as $50,824.51 x 1.003 x 1.002679) for FY 2027.

The above factors have been changed as follows;
On page 50396, first column, second paragraph:
a. Line 35, the figure "1.002679" is corrected to read “1.0025669".

b. Line 47, the figure "$52,132.76" is corrected to read “$52,126.94".
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c. Line 48, the figure "1.002679" is corrected to read “1.0025669".
d. Line 54, the figure “$51,113.55" is corrected to read “$51,107.84".
e. Last line, the figure *1.002679" is corrected to read “1.0025669".

On page 50399, second column, first full paragraph, lines 6 and 9, the figure "1.002679" is corrected to
read “1.0025669".

Comments

As previously noted, this is a very difficult rule to understand and follow. From this writers perspective,
CMS has taking a short cut in explaining and detailing the corrections, but in doing such creates issues
in trying to follow all the changes.

It is difficult to comprehend that mistakes in identifying two hospitals can cause so many changes. From
the inpatient PPS rates, the changes result in an overall reduction of $0.98 for hospitals receiving the
full update. Please note that these corrections, once again, favor the program.
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