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Description of the Office of the State Auditor 
 
 
The mission of the Office of the State Auditor is to oversee local government finances for 
Minnesota taxpayers by helping to ensure financial integrity and accountability in local 
governmental financial activities. 
 
Through financial, compliance, and special audits, the State Auditor oversees and ensures that 
local government funds are used for the purposes intended by law and that local governments 
hold themselves to the highest standards of financial accountability. 
 
The State Auditor performs approximately 160 financial and compliance audits per year and has 
oversight responsibilities for over 3,300 local units of government throughout the state.  The 
office currently maintains five divisions: 
 
Audit Practice - conducts financial and legal compliance audits of local governments; 
 
Government Information - collects and analyzes financial information for cities, towns, 
counties, and special districts; 
 
Legal/Special Investigations - provides legal analysis and counsel to the Office and responds to 
outside inquiries about Minnesota local government law; as well as investigates allegations of 
misfeasance, malfeasance, and nonfeasance in local government; 
 
Pension - monitors investment, financial, and actuarial reporting for approximately 730 public 
pension funds; and 
 
Tax Increment Financing - promotes compliance and accountability in local governments’ use 
of tax increment financing through financial and compliance audits. 
 
The State Auditor serves on the State Executive Council, State Board of Investment, Land 
Exchange Board, Public Employees Retirement Association Board, Minnesota Housing Finance 
Agency, and the Rural Finance Authority Board. 
 
Office of the State Auditor 
525 Park Street, Suite 500 
Saint Paul, Minnesota 55103 
(651) 296-2551 
state.auditor@osa.state.mn.us 
www.auditor.state.mn.us 
 
This document can be made available in alternative formats upon request. Call 651-296-2551 
[voice] or 1-800-627-3529 [relay service] for assistance; or visit the Office of the State Auditor’s 
web site:  www.auditor.state.mn.us. 
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PETITION REPORT 
 
 
Petitioners 
Superintendent and School Board 
Independent School District 2142 
 
 

INTRODUCTION 
 

Eligible voters of St. Louis County School District, Independent School District 2142 (School 
District), petitioned the Office of the State Auditor to examine the books, records, accounts, and 
affairs of the School District in accordance with Minn. Stat. § 6.54 for the period January 1, 
2009, through December 8, 2009.  The certified Petition was received by the Office of the State 
Auditor on January 29, 2010.  The statute allows the Office of the State Auditor, in the public 
interest, to confine the scope of the examination to less than that requested by the petition.  
 

PETITIONERS’ CONCERNS 
 
After receipt of the Petition, the Office of the State Auditor met with a committee of Petitioners 
to review the Petitioners’ concerns.  The Petitioners alleged that School District officials, School 
Board members and consultants from Johnson Controls “engaged in an inaccurate and 
misleading campaign to promote a ballot question authorizing a $78.8 million capital bond.”1 
The Petitioners asked the Office of the State Auditor to examine the School District’s records to 
determine whether public funds or resources were improperly used to promote a “yes” vote in 
the December 8, 2009, referendum.  The petitioners alleged that the disseminated campaign 
material lacked “required neutrality” and contained “numerous and significant misstatements of 
fact.”2  The referendum sought authorization to issue general obligation school building bonds.  
The petitioners challenged four campaign-related School District publications and certain 
specific statements within the publications. 

                                                 
1 Exhibit 1, p. 3. Petition. 
2 See Exhibit 1, p. 3.   
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On February 24, 2010, soon after the Petition was presented to the Office of the State Auditor, a 
petitioner filed an unfair campaign practices complaint.3  A subsequent unfair campaign 
practices complaint resulted in lengthy litigation that established the Office of Administrative 
Hearings, the Minnesota Court of Appeals and the Minnesota Supreme Court as the proper 
bodies to determine the disputed facts and issues central to this Petition.4  Unlike a court or the 
Office of Administrative Hearings, the Office of the State Auditor does not have authority to 
hold evidentiary hearings or to issue legal opinions, enforceable orders, or sanctions.   
 
In a letter to the Petitioners dated May 19, 2011, the Office of the State Auditor informed them 
that, because litigation was currently in process that would directly impact issues and standards 
submitted to the Office of the State Auditor in the petition process, the Office of the State 
Auditor would await the conclusion of the litigation before determining whether unresolved 
issues remain.  When the litigation was final, the Office of the State Auditor would assess the 
status of the Petition’s issues and the applicable standards and determine how to proceed. 5     
 

LITIGATION 
 
The records most relevant to the Petitioners’ concerns are the Orders and Decisions issued by the 
Office of Administrative Hearings, the Minnesota Court of Appeals and the Minnesota Supreme 
Court regarding the same “campaign to promote” ISD 2142 ballot question identified in the 
Petition.  These Orders and Decisions resulted from an unfair campaign practices complaint 
initiated after the Petition was certified, filed by individuals involved with the Petition.6  Because 
these Orders and Decisions resolve the issues posed in the Petition and because the Orders and 
Decisions are conclusive and enforceable, a detailed review of their history and an examination 
of their conclusions are necessary.  
 
The summary of the relevant litigation can be found in Appendix A. 
 
The Examination and Application of Legal Opinions can be found in Appendix B. 
 

SUMMARY 
 

Minnesota Statutes, chapters 211A and 211B, establish unfair campaign finance complaint 
processes to allow for the full consideration and resolution of these types of issues.  It is now 
clear that a school district that disburses over $750 to promote passage of a ballot question is 
subject to these processes.  The litigation instituted by individuals involved in the Petition and 
described in Appendixes A and B has helped to define how courts and administrative fact-finders 
will address such issues in the future.     

                                                 
3 Erickson v. Educ. Minn. Local 1406, Notice of Determination of Prima Facie Violation, OAH 15-0325-21158-CV 
(Feb. 26, 2010). 
4 Abrahamson v. St. Louis County Sch. Dist., OAH 65-0325-21677-CV. 
5 May 19, 2011, Office of the State Auditor letter.  Exhibit 5. 
6 See Exhibit 8, Abrahamson v. St. Louis County Sch. Dist., OAH 65-0325-21677-CV, Findings of Fact, Conclusions 
of Law, and Order (May 30, 2014), and Exhibit 7, Abrahamson v. St. Louis County Sch. Dist., 819 N.W.2d 129, 137 
(Minn. 2012).  
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The concerns identified by the Petitioners and contested by the School District have been 
considered in an appropriate forum, having been reviewed by the Office of Administrative 
Hearings, the Minnesota Court of Appeals, and the Minnesota Supreme Court.   
 
Petitioners’ allegation that the School District promoted passage of the ballot question was 
ultimately validated.  Specifically, the Office of Administrative Hearings found that the School 
District promoted passage of the referendum with publications that “did not present a fair and 
balanced representation,” but instead painted a “dire picture” of the results of a “no” vote, that 
“unfairly presented” the true cost of approval, that stressed only exaggerated benefits of a “yes” 
vote, and that described “only the most extreme negative possibilities of a ‘no’ vote . . . .”7 
 
As a result, the Office of Administrative Hearings reprimanded the School District for violating 
the campaign finance reporting requirements of Minn. Stat. § 211A.02.8  The Office of 
Administrative Hearings also ordered the School District to file the required campaign finance 
reports by August 30, 2014.9  
 
In September 2014, the Office of the State Auditor contacted the Office of Administrative 
Hearings to verify that the required campaign finance reports had been filed by the School 
District, and to obtain copies.  The Office of Administrative Hearings notified the Office of the 
State Auditor that campaign financial reports had been emailed to an Administrative Law Judge.  
The Office of Administrative Hearings indicated, however, that it does not accept email filing, 
and that the documents were not properly filed with the Office of Administrative Hearings until 
September 23, 2014.10 
 
/s/Rebecca Otto     /s/Greg Hierlinger 
 
REBECCA OTTO GREG HIERLINGER, CPA 
STATE AUDITOR     DEPUTY STATE AUDITOR 
 
October 14, 2014 

                                                 
7 See Exhibit 8, pp. 29-31, Abrahamson v. St. Louis County Sch. Dist., OAH 65-0325-21677-CV, Findings of Fact, 
Conclusions of Law, and Order (May 30, 2014).   
8 Exhibit 8, p. 24. 
9 Id. 
10 See Exhibit 9, St. Louis County School Board Campaign Financial Reports. 
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APPENDIX A 
 
 

LITIGATION 
 
After the Petition was presented to the Office of the State Auditor, a petitioner filed an unfair 
campaign practices complaint.  The unfair campaign practices complaint in Erickson v. 
Education Minnesota Local 1406, was filed with the Office of Administrative Hearings on 
February 24, 2010.11  It alleged that the local teachers’ union prepared and disseminated false 
campaign material promoting the December 8, 2009, bond referendum in violation of Minnesota 
Statutes, section 211B.06.  After an evidentiary hearing, the Erickson campaign complaint was 
dismissed by the Office of Administrative Hearings on May 18, 2010.12  It appears the 
complainant is a signatory to the current Petition.     
 
The Erickson result was reported in a May 28, 2010, local media summary of the Office of 
Administrative Hearings decision.  The summary indicated the City of Orr and the City of Tower 
planned to file an unfair campaign practices complaint with the Office of Administrative 
Hearings over the allegedly false School District statements.13  In response, the Office of the 
State Auditor inquired about whether the cities were planning to litigate regarding the challenged 
statements made by the School District.  It was confirmed that litigation was being contemplated.  
 
A second unfair campaign practices complaint resulted in litigation that established the Office of 
Administrative Hearings and the courts as the proper bodies to determine the disputed facts and 
issues central to this Petition.  The unfair campaign practices complaint in Abrahamson and 
Kotzian v. St. Louis County School District, was filed on November 4, 2010.14   
 
The Abrahamson complaint alleged that, by making certain false statements, the School District 
and its School Board members violated provisions of Minn. Stat. chs. 211A (Campaign Financial 
Reports) and 211B (Fair Campaign Practices).  Seven School District statements, identical to 
statements challenged by the Petition, were challenged in the unfair campaign practices 
complaint.15       

                                                 
11 Erickson v. Educ. Minn. Local 1406, Notice of Determination of Prima Facie Violation, OAH 15-0325-21158-CV 
(Feb. 26, 2010).  
12 Exhibit 2, Erickson v. Educ. Minn. Local 1406, Findings of Fact, Conclusion and Order, OAH 15-0325-21158-CV 
(May. 18, 2010), pp. 5-7. 
13 “Teachers throw district under the bus,” www.timberjay.com/detail/7011.html (May 28, 2010) (“The judges have, 
essentially, already laid out half of the case that the cities of Orr and Tower plan to make to the OAH.  It’s very 
helpful to the cities’ cause.”)  Emphasis added. 
14 See Exhibit 3, Abrahamson v. St. Louis County Sch. Dist., Complaint, and Exhibit 4, Abrahamson v. St. Louis 
County Sch. Dist., OAH 48-0325-21677-CV, Order of Dismissal (November 9, 2010).  One of the complainants is a 
signatory to the current Petition.  The other complainant is an intended recipient of the Petition Report.            
15 See Exhibits 1 (Petition letter), 3 (Abrahamson Campaign Finance Complaint), and 4 (Abrahamson Order of 
Dismissal).  
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Statement 1:  “If residents vote no, their taxes will most likely still increase - in some 
cases by a large amount.  That’s because if the plan is not approved, the school district 
would enter into ‘statutory operating debt’ by June 2011, which means the State of 
Minnesota recognizes that the school district can no longer balance its expenditures and 
revenues, and would need to dissolve.  Children in this school district would then go to 
neighboring school districts.”     
 
Statement 2:  “[I]f a ‘no’ vote passes, you’ll likely be paying taxes of the district shown 
here that’s closest to your home.”    
 
Statement 3:  “Projected annual deficit in 2011-12:  $4.1 million.”16 
 
Statement 4:  “The plan now up for a December 8 public vote was developed to not only 
save millions of dollars and ensure the district’s continued operation, its implementation 
will provide many new opportunities for our young people’s education . . . .”   
 
Statement 5:  “Bottom line is if we don’t pass this bond referendum we’ll be putting our 
schools in hospice,” added Board Member Gary Rantala, who represents the Babbit-
Embarrass attendance area.” 
 
Statement 6:  “Unlike the recommended plan where we are responsibly investing in a 
restructured district by closing some schools, these other options also close schools but 
don’t solve any of our financial challenges.  These other options are not good for young 
people and our entire region,’ said Board Chair Robert Larson.” 
 
Statement 7:  “The school board has developed an affordable plan for restructuring the 
district, which would provide students with expanded curriculum in modern learning 
environments, so hopefully voters will approve the plan and the options discussed at this 
study session will never have to be implemented,’ said Superintendent Dr. Charles Rick.  
“Unfortunately, no matter how you look at these options if a ‘no’ vote prevails, the board 
has little choice other than to close schools and make severe program cuts.  It is 
becoming more apparent that our children would then ultimately have to attend school in 
other districts.” 

                                                 
16 During the course of litigation, other statements were also considered.  For example, the following two statements 
from the same December 2009 newsletter were added in 2013, after remand to the Office of Administrative 
Hearings by the Supreme Court:  (1) “A yes vote will bring about the realignment and modernizations described 
throughout this newsletter,” and (2) “A yes vote will keep the school district intact.”  See Abrahamson v. Indep. Sch. 
Dist. No. 2142, OAH 65-0325-21677-CV, Order on Motion to Dismiss and Motion for Summary Disposition, 
(Aug. 2, 2013).  Although this report will not attempt to track every statement considered by the Office of 
Administrative Hearings and the Minnesota Appellate Courts, the relevant decisions and orders are attached as 
exhibits.       
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In part, the legal analysis required deciding whether the School District was a “committee” that 
made “disbursements” of more than $750, as these terms are defined in statute.17 
 
The Administrative Law Judge ordered the complaint dismissed on November 9, 2010.18  The 
Administrative Law Judge reviewed all seven of the challenged statements and determined that 
the statements were either not demonstrably false, not factually false, or that they provided no 
basis for a claim of a false statement under the statute.19  The Administrative Law Judge also 
determined that the School District did not meet the “committee” definition. 
 
Complainants appealed the Administrative Law Judge’s dismissal to the Minnesota Court of 
Appeals by filing a petition for a writ of certiorari on December 8, 2010.  The Court of Appeals 
decision, released on August 1, 2011, differed in its analysis from that of the Administrative Law 
Judge.  The Court of Appeals found that the statements promoted passage of the ballot question 
“by presenting one-sided information on a voter issue,” and concluded they were therefore not 
authorized by law.20 The Court of Appeals found that two of the statements might be false, and 
that the case should be sent back to the Office of Administrative Hearings for an evidentiary 
hearing, but instead the School District appealed to the Minnesota Supreme Court. 
 
The Minnesota Supreme Court released its decision on August 10, 2012.  Its analysis differed 
from that of both the Administrative Law Judge and the Court of Appeals.  The supreme court 
explained that the standard for a false statement under Minnesota Statutes, section 211B.06, 
“closely tracks the standard for actual malice.”21  It concluded that the statement about the 
$4.1 million deficit was more like a “slanted” statement than demonstrably false, and it 
dismissed the false statement claim. 
 
The supreme court declined to answer the question whether public funds can be spent to 
advocate for passage of a ballot question.  The supreme court determined that an evidentiary 
hearing would be needed to determine whether the challenged statements promoted the ballot 
question.22  The supreme court sent the case back to the Office of Administrative Hearings for an 
evidentiary hearing. 

                                                 
17 “‘Committee’ means a corporation or association or persons acting together to influence the nomination, election, 
or defeat of a candidate or to promote or defeat a ballot question. Promoting or defeating a ballot question includes 
efforts to qualify or prevent a proposition from qualifying for placement on the ballot.”  Minn. Stat. § 211A.01, 
subd. 4 (emphasis added).  “‘Disbursement’ means money, property, office, position, or any other thing of value that 
passes or is directly or indirectly conveyed, given, promised, paid, expended, pledged, contributed, or lent. 
‘Disbursement’ does not include payment by a county, municipality, school district, or other political subdivision for 
election-related expenditures required or authorized by law.”  Minn. Stat. § 211A.01, subd. 6 (emphasis added). 
18 Exhibit 4, pp. 1-2. 
19 The Administrative Law Judge determined that no prima facie case for a violation under Minn. Stat. § 211B.06 
had been stated. 
20 Exhibit 6, pp. 17-18.  Abrahamson, 802 N.W.2d 393 at 403.  Based on this analysis, the Court of Appeals found 
related expenditures not exempt for the definition of “disbursement” under Minn. Stat., ch. 211A. 
21 Exhibit 7, p. 15, Abrahamson v. St. Louis County Sch. Dist., 819 N.W.2d 129, 137 (Minn. 2012). 
22 Exhibit 7, p. 20, Abrahamson, 819 N.W.2d 129, 139. 
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On May 30, 2014, the Office of Administrative Hearings released its order.23  A panel of three 
Administrative Law Judges concluded that the School District was not prohibited from 
promoting passage of the 2009 referendum ballot question.  It also concluded that complainants 
had established that the School District acted to “promote” the ballot question.  The 
Administrative Law Judge Panel found that the School District had violated the campaign 
finance reporting requirements of Minn. Stat. § 211A.02 by failing to file required financial 
reports.  The School District was reprimanded by the panel for its failure to file required 
campaign financing reports and ordered to file the required reports. 24 
 
The issues raised in the Petition and the unfair campaign finance complaints involved complex 
issues, including issues addressed by the courts for the first time.  The differences between the 
conclusions drawn in each of these forums emphasize the fact-based nature of the issues 
presented.  A careful review of these issues is presented in Appendix B. 
 
 
 
 
 

                                                 
23 See Exhibit 8, Abrahamson v. St. Louis County Sch. Dist., OAH 65-0325-21677-CV, Findings of Fact, 
Conclusions of Law, and Order (May 30, 2014). 
24 Id., p. 24. 
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APPENDIX B 
 
 

EXAMINATION AND APPLICATION OF LEGAL OPINIONS 
 

Issues Raised by Petitioners 
 
The Petition summarized the issues raised by the petitioners about the alleged campaign to 
promote passage of the ballot question as “whether public funds or resources were improperly 
used to promote a yes vote in the December 8, 2009, referendum.”25  The petitioners believed 
promotion of passage by the School District to be prohibited, based primarily on a 1966 Attorney 
General opinion.  The petitioners asserted: 
 

We believe that any official use of public resources for the presentation of 
information that is exaggerated, misleading, or otherwise inaccurate must 
inevitably be considered an improper purpose.  While exaggerated and misleading 
statements are commonplace in political debate, such statements are invariably 
intended to promote one position, rather than inform voters.  For the district to 
present exaggerated, misleading, or inaccurate statements is inherently 
promotional, and fails to abide by the requirements for neutrality.26 

 
The petitioners identified School District publications and questioned certain specific statements 
within the publications.27   
 
Underlying Questions 
 
The Petition raised several underlying questions: 
 

1. May a school district promote passage of a school district referendum (i.e., does it have 
the legal authority to promote passage)? 

2. Did the St. Louis County School District “promote” passage of the school district 
referendum authorizing the issue of school building bonds? 

3. What is the legal standard for determining whether a statement is “false”? 
4. Applying the standard to the statements identified by the Petition, were the statements 

contained in the printed materials created and distributed by the St. Louis County School 
District “false”?  

                                                 
25 Exhibit 1, p. 1.   
26 Exhibit 1, p. 4. 
27 The petitioners also asserted that they believed, had the School District provided a more accurate assessment of 
the financial situation and effects of the bond proposal to the Minnesota Department of Education, the Department 
“would have been more likely to provide an unfavorable review, a decision that would have likely changed the 
outcome of the election.”  Exhibit 1, p. 3. 
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Discussion 
 
As discussed below, answers to the underlying questions can be found in the orders and 
decisions of the Minnesota Court of Appeals, the Minnesota Supreme Court, and the Office of 
Administrative Hearings.    

 
1. May a school district promote passage of a school district referendum (i.e., does it 

have the legal authority to promote passage)? 
 

In 2014, the Administrative Law Judge Panel answered this question affirmatively, indicating a 
school district is allowed to promote passage of a school district referendum.  The Panel stated:  
“There is nothing improper about a school district supporting the passage of a bonding 
question. . . . Minnesota’s campaign finance and reporting laws do not prohibit a school district 
from promoting a ballot question or urging the adoption thereof.  When read together, Minn. 
Stat. §§ 211A.01 and 211A.02 simply require that, if a school district does promote a ballot 
question, it must report contributions or disbursements of more than $750.”28  
 

2. Did the St. Louis County School District “promote” passage of the school district 
referendum authorizing the issue of school building bonds? 

 
The Minnesota Supreme Court defined the term “promote” to mean “to urge the adoption of” or 
“advocate.”29  The Supreme Court determined the application of this definition to be a question 
of fact and sent the matter to the Office of Administrative Hearings for an evidentiary hearing.30   
 
Applying the definition from the Minnesota Supreme Court, the Administrative Law Judge Panel 
reasoned “When a district’s communications or statements . . . are so one-sided that they cannot 
reasonably be read to mean anything but urging the passage of the referendum, then such 
communications have crossed the line from informational to promotional.”  The Administrative 
Law Judge Panel concluded “that the School District acted to promote the ballot question.”31 
 
The Administrative Law Judge Panel reprimanded the School District for failure to file campaign 
financial reports and ordered the School District to file the required reports.32 
 

3. What is the legal standard for determining whether a statement is “false”? 

                                                 
28 See Exhibit 8, p. 27, Abrahamson v. St. Louis County Sch. Dist., OAH 65-0325-21677-CV, Findings of Fact, 
Conclusions of Law, and Order (May 30, 2014).  This determination followed a Minnesota Supreme Court decision 
that declined to answer the question and referred the matter to the Administrative Law Judge Panel.  See 
Abrahamson v. Indep. Sch. Dist. No. 2142, 819 N.W.2d 129 (Minn. 2012). 
29 Exhibit 7, p. 13, Abrahamson v. St. Louis County Sch. Dist., 819 N.W.2d 129, 136 (Minn. 2012).   
30 Id., p. 14.  (“Whether, after the District answers the complaint and the case is fully litigated, the ALJ will 
ultimately find that these statements were promotional will depend on the evidence before it at that time.”) 
31 Exhibit 8, pp. 28-31. 
32 Exhibit 8, p. 24.  
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The Minnesota Supreme Court determined that the standard for a false statement under Minn. 
Stat. § 211B.06, “closely tracks the standard for actual malice.”  Citing other court decisions, the 
supreme court explained that “actual malice” has been defined as “acting ‘with knowledge that 
[the statement] was false or with reckless disregard of whether it was false or not.’”33  The 
supreme court explained:  “Even “a ‘highly slanted perspective’ . . . is not enough by itself to 
establish actual malice.”  “Using ‘worst case’ assumptions is more akin to producing a ‘slanted’ 
statement than it is to producing a statement that is demonstrably false.”34 
 

4. Applying the standard to the statements identified by the Petition, were the statements 
contained in the printed materials created and distributed by the St. Louis County 
School District “false”? 

 
The Minnesota Supreme Court reviewed the challenged statement:  “Projected annual deficit in 
2011-12:  $4.1 million,” and concluded that the statement was not a false statement under Minn. 
Stat. § 211B.06.  
 
The Administrative Law Judge Panel explained, “[w]hile overly gloomy assumptions and worst 
case scenarios may not be enough to form the basis of a false campaign claim under Minn. Stat. 
§ 211B.06, they are sufficient to show that the statements are promotional and advocate for a 
particular result.”35   
 

 

                                                 
33 Exhibit 7, p. 15, Abrahamson, 819 N.W.2d 129, 137 (quoting New York Times Co. v. Sullivan, 376 U.S. 254, 
279-80) (1964) (citations omitted)). 
34 Exhibit 7, p. 20, Abrahamson, 819 N.W.2d 129, 139 (citations omitted). 
35 Exhibit 8, p. 31. 
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