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                                                               BUDGET ANALYSIS : 2026-2027 

Finance Minister Nirmala Sitharaman presented the Union Budget 2026-27 on February 1, 2026. The budget, themed 

around the vision of "Viksit Bharat" (Developed India), emphasizes stability, infrastructure-led growth, and a 

significant overhaul of the tax system 

The Union Budget 2026-27, presented in Parliament on 1st February 2026, is India’s annual financial blueprint outlining 

projected revenues and expenditures, policy priorities, sectoral allocations, fiscal targets, and structural reforms for the 

upcoming fiscal year. Prepared in the backdrop of sustained global economic uncertainties, inflationary pressures, and 

the government’s vision of Viksit Bharat (Developed India), this budget aims to balance economic growth with fiscal 

prudence. This analysis breaks down the budget’s macroeconomic assumptions, fiscal parameters, tax proposals, and 

sectoral priorities to aid Parliamentarians and analysts in understanding the implications of the budgetary decisions.  

This document is essential for students, practitioners, and policymakers alike because it moves beyond headlines to 

critically assess what is proposed, why it matters, and how feasible it is in the current context. 

EXECUTIVE SUMMARY – WHAT THIS BUDGET IS ABOUT 
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Core Objectives of the Budget 

1. Sustain economic growth while controlling inflation. 

2. Maintain fiscal discipline with deficit targets. 

3. Encourage investment in strategic sectors. 

4. Promote ease of doing business and foreign investment. 

5. Support infrastructure, MSMEs, manufacturing, and services. 

6.  Enhance social sector outcomes (health, education). 

These objectives align with the government’s Viksit Bharat Vision 2047, which targets economic transformation and 

higher productivity. 

                  



 
BUDGET ANALYSIS 2026-2027 

WWW.NATIONALDEFENCEINSTITUTE.IN | 9150981461 | 9150981462  3 

 

              

 

                         

I. FISCAL FRAMEWORK  

1. Total Expenditure and Growth 

For 2026-27, the Union Government has projected total expenditure at ₹53,47,315 crore, marking a 7.7% increase over 

the revised estimate (RE) of 2025-26.  



 
BUDGET ANALYSIS 2026-2027 

WWW.NATIONALDEFENCEINSTITUTE.IN | 9150981461 | 9150981462  4 

 

This expenditure is split between: 

 Revenue expenditure: 6.6% growth 

 Capital expenditure: 11.5% growth 

The emphasis on capital outlay shows support for infrastructure and development spending that has long-term 

growth effects rather than short-term consumption expansion.  

Capital expenditure rising faster than revenue expenditure is generally positive, because it signals investment in asset 

creation, infrastructure, and capacity building — not just routine government spending. 

2. Fiscal and Revenue Deficit Targets 

Key deficit targets set forth in the budget: 

 Fiscal Deficit: 4.3% of GDP (lower than 4.4% in 2025-26 RE) 

 Revenue Deficit: 1.5% of GDP (same as previous year) 

 Primary Deficit: 0.7% of GDP 

A shrinking fiscal deficit at a time when the economy is not slowing sharply reflects an intent to balance growth with 

fiscal responsibility. This strategy is meant to maintain investor confidence, control inflation, and prevent excessive 

debt buildup.  

3. Government Borrowing and Liabilities 

To finance the deficit, the government plans borrowings of ₹16,95,768 crore, about 8.8% higher than the revised 

estimates of the previous fiscal. Government liabilities are estimated at 55.6% of GDP, with a phased approach to 

reduce them to around 50% by March 2031.  

Analysis: This debt path is moderate compared to many emerging economies. By targeting a gradual decline rather 

than abrupt cuts, the government avoids fiscal contraction that could dent growth. 

II. RECEIPTS AND REVENUE GENERATION 

1. Tax Revenue 

Total receipts (excluding borrowings) are estimated at ₹36,51,547 crore, a 7.2% increase over the previous year’s 

revised estimates. The growth in net tax revenue reflects recovery in both corporate tax (~8% growth) and income tax 

(~11.7% growth).  

However, in the current year 2025-26, net tax revenues are lower than initial budget estimates due to shortfalls in 

income tax and GST collections, indicating some revenue volatility.  
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2. Non-Tax Revenue 

Non-tax revenue is expected to remain nearly flat and is largely driven by dividends from RBI and financial institutions, 

telecommunications license fees, and surcharges.  
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3. Disinvestment & Capital Receipts 

Capital receipts, excluding borrowings, are projected to rise by 84.9% driven largely by a higher disinvestment target 

of ₹80,000 crore, reversing a multi-year trend of lower disinvestment outcomes. This reflects renewed emphasis on 

asset monetization and strategic divestment.  

Analysis: A higher divestment target can both raise revenue and improve public sector efficiency, but execution risk 

persists — past targets have often fallen short. 

III. FISCAL POLICY AND TAX PROPOSALS 

It highlights both macro fiscal policy and key tax changes: 

 No Change in Basic Income Tax Structure 

The basic income tax slabs remain unchanged, but there are several structural tax changes: 

 Tax holiday until 2047 for foreign cloud services companies operating Indian data centers.  

 Increase in Securities Transaction Tax (STT) for futures and options.  

 All share buybacks taxed as capital gains, with a higher effective rate for promoters.  

 Reduction of Minimum Alternate Tax (MAT) from 15% to 14%, but with stricter credit utilisation rules.  

 Deductions for TCS on foreign remittances for education and medical purposes reduced.  

These changes are aimed at broadening tax bases, discouraging non-productive investment behaviour (e.g., share 

buybacks) and incentivizing global firms to invest in Indian digital infrastructure. 
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IV. SECTORAL ALLOCATIONS AND KEY INITIATIVES 

The PRS Analysis dives into the sectoral commitments embedded in the budget. Some key points include: 

1. Infrastructure & Connectivity 

 Public capital expenditure is estimated to rise from ₹11.2 lakh crore to ₹12.2 lakh crore.  

 An Infrastructure Risk Guarantee Fund will be established to improve private sector confidence in 

infrastructure projects.  

 20 new national waterways will be operationalised and a dedicated freight corridor connecting Surat to 

Dankuni will be developed.  

 7 high-speed rail corridors are planned across major city pairs (e.g., Delhi-Varanasi, Mumbai-Pune).  

Real-world impact: High-speed rail can transform connectivity and regional economies, while national waterways and 

freight corridors improve logistics efficiency. These developments signal a continued push for infrastructure-led 

growth. 
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2. Manufacturing and Industry 

The budget introduces several targeted schemes: 

 Revive 200 legacy industrial clusters with updated technology.  
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 Integrated textile programme with multiple components: national fibre scheme, expansion incentives, and 

handloom & handicraft support.  

 SME Growth Fund with a ₹10,000 crore outlay to empower micro and small enterprises.  

 Enhanced support for electronics component manufacturing.  
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         ` 

By focusing on legacy sectors and MSMEs, the budget aims to deepen industrial capacity and deliver inclusive 

manufacturing growth. This also signals a strategic shift from consumption — a short-term pull — to production — a 

long-term push. 
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3. Services Sector - Education, Innovation and Labour 

 Five university townships near industrial corridors.  

 Support for animation, gaming, visual effects, and creative tech labs in schools and colleges.  

 Standing committee on Education to Employment and Enterprise to strengthen industry-skill linkages.  

Healthcare and Pharmaceuticals 

 New Allied Health Professional institutions.  

 Five regional medical hubs to promote medical tourism.  

 Biopharma SHAKTI programme with ₹10,000 crore outlay to enhance domestic production of biologics and 

biosimilars.  

Healthcare upgrades align with efforts to improve public health infrastructure while capturing global medical tourism 

demand. 

These initiatives aim to align education with job market needs and strengthen India’s human capital. 
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4. Energy & Technology 

 Increase in electronics component manufacturing outlay.  

 Dedicated rare earth corridors in key states.  

 ₹20,000 crore for carbon capture utilisation and storage over five years.  

 Launch of Semiconductor Mission 2.0.  

These measures target energy security, clean energy transition, and critical mineral independence. 
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5. Financial Sector 
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6. Agriculture and allied Sector 
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V. STATES, FEDERAL TRANSFERS & DEBT MANAGEMENT 

Transfers to states are set to increase to ₹26.20 lakh crore, supported by: 

 Rs 15,26,255 crore in tax devolution 

 ₹10.94 lakh crore in grants and loans  

Retaining the vertical devolution share at 41%, this budget reinforces cooperative federalism and ensures states have 

resources for developmental priorities.  
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The strategy of extending capital expenditure loans to states encourages them to invest in infrastructure and services 

without placing undue pressure on state finances. 
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Income Tax Slabs 

                         

The Union Budget 2026-27 is best understood as a growth-centric, investment-oriented, and fiscally disciplined 

budget. It does not resort to short-term populism but prioritises structural reforms and long-term capacity building. 

 KEY INITIATIVES : 

Manufacturing & Technology: 

 Biopharma SHAKTI: A ₹10,000 crore, 5-year plan to establish India as a global biopharma hub. 

 India Semiconductor Mission (ISM) 2.0: Focuses on developing equipment, materials, and full-stack IP. 

 Electronics Components Manufacturing Scheme: Expanded to ₹40,000 crore. 

https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Biopharma+SHAKTI&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAC&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=India+Semiconductor+Mission+%28ISM%29+2.0&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAE&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Electronics+Components+Manufacturing+Scheme&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAG&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
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 Rare Earths & Magnets: Scheme for mining, processing, and manufacturing, including the development of 

Rare Earth Corridors. 

Infrastructure & Logistics: 

 Capital Expenditure: Increased to ₹12.2 lakh crore. 

 Logistics/Freight: Development of new freight corridors (Dankuni-Surat) and 20 new national waterways. 

 Energy Security: ₹20,000 crore for Carbon Capture Utilization and Storage (CCUS) technologies over 5 years. 

MSME & Industrial Growth: 

 SME Growth Fund: A dedicated ₹10,000 crore fund to support "Champion SMEs". 

 Industrial Cluster Revival: Scheme to rejuvenate 200 legacy industrial clusters. 

 Chemical Parks: Three dedicated parks to boost domestic production. 

Textiles & Agriculture: 

 Integrated Programme for Textiles: Includes the National Fibre Scheme, Textile Expansion, and Samarth 2.0. 

 Mahatma Gandhi Gram Swaraj: Initiative to strengthen Khadi and handloom. 

 Agriculture: Launch of Bharat-VISTAAR (multilingual AI tool) for AgriStack integration. 

Other Key Areas: 

 Taxation: A 6-month foreign asset disclosure window for small taxpayers and no changes to income tax slabs.  

 Bharat-VISTAAR: A new AI-driven tool integrating agricultural resources to provide real-time advisory 

services to farmers. 

 Coconut Promotion Scheme: A dedicated program to improve coconut production by replacing old trees. 

 High-Value Agriculture Programme: Support for high-value crops, including initiatives for cashew, cocoa, 

sandalwood, and horticulture in hilly regions. 

 Animal Husbandry & Fisheries Development: Includes credit-linked subsidies, integrated development of 

reservoirs for fisheries, and support for Livestock FPOs. 

 National Fibre Scheme: Focuses on increasing production of natural fibers like silk, wool, and jute. 

 SHE-Marts: Community-owned retail outlets for women-led agribusinesses. 

 Fertilizer Subsidy: A significant allocation to reduce input costs for farmers. 

 Agricultural Research & Education: Funding for ICAR to support innovation.  

Rural Development & Infrastructure (Agriculture-Related) 

 

 Viksit Bharat - Guarantee for Rozgar and Ajeevika Mission (VB-G RAM G): Restructured employment 

scheme. 

 Amrit Sarovar/Reservoir Projects: Integrated development of water bodies for agricultural use.  

https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Rare+Earths+%26+Magnets&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAI&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Capital+Expenditure&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAL&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Logistics%2FFreight&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAN&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Energy+Security&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAP&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=SME+Growth+Fund&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAS&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Industrial+Cluster+Revival&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAU&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
https://www.google.com/search?sca_esv=8e5ba7d0347bd658&rlz=1C1CHBD_en-GBIN1168IN1168&sxsrf=ANbL-n7U1uiXnqOmZi-LCuiiEKrpX4kiug%3A1770882300068&q=Chemical+Parks&sa=X&ved=2ahUKEwjkoer8utOSAxWKUEEAHf-4HbUQgK4QegQIBRAW&biw=1366&bih=618&dpr=1&mstk=AUtExfBZnS_lBPVChj26ZoIXh5RMskL5-R4u67W3ho5J7NXE3zV1_XGoRMReadkjs03M-qZBuhHnFvdNVLa0J_cNkoq9Fns_6R93U2QGsITF7TAa5mYntifnjemGvMBbdrI0_Qni9-KAfa6sxn0-Sp2bsWVCzz3oBPHZJrb0MG6HZissAwE02OdT3AxNjpGe07rpHwQ1QoAAAvv0iVKoA9jDF3xb4cvqqJwwX4mbIpOGoXL7MlrKD2ctme2mgzf8bWyUSDu4k6tAzE1qVFRX68kc61VFVgz-uDCmQbtg0WIUETPKfBZey36vE5uzTeuDJYKZlqgrlirLZFhTUrVN7401248&csui=3
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