Change Log
	Change log

		#	Issue	Change	Sheet	Row

		1	Company noted that the Ofwat excel model ‘Data sheet’ sheet rows 27 and 28 requires the allowed revenue for water and wastewater to be entered at 2012-13 price base. If this is taken from the wholesale allowed revenue shown in the FD company-specific appendix, e.g. water Table A2.10 final row, the re-pricing applied in the Ofwat excel spreadsheet will not generate the correct allowed revenue to be used as the basis for companies’ price setting. 	Example updated to use allowed revenue per FD company letter and applying the licence approach of Rt=Rt-1 * 1+(RPI+Kt)/100	WFRIM - Water
WFRIM - Waste	13 & 20
		2	Company pointed out an issue in implementation of RPI compounding from t-2 to t. WRFIM-water tab cell L39 (and hence N41) inflates cell L30 by applying the RPI movement from 2012-13 to 2016-17 and then 2012-13 to 2017-18 prices. As cell L30 is already at 2015-16 prices, the indexation applied should be from 2015-16 to 2016-17 and then from 2016-17 to 2017-18 prices. Similar indexing issues will apply in future years and also in the WRFIM wastewater tab.	Updated to use a Nov-Nov year on year RPI series, removing the issue that stemmed from the compound index series.	WFRIM - Water
WFRIM - Waste	39 & 49
		3	Company requested that the WRFIM penalty components be split into two components (indexation and penalty) for transparency. They also pointed out a typo in the RPI used for uplift in the illustrative example.	New WFRIM formula clearly distinguishes the penalty and the revenue deltas. Implementation of the formula has been performed such that the indexation is applied separately for transparency.	WFRIM - Water
WFRIM - Waste	Rows 23 onwards
		4	Two companies noted there is a possible unintended consequence in the application of the WRFIM formula which applies penalties for both under and over-recovery of revenues. They noted that where there is an under-recovery of revenues in one year they cannot subsequently over-recover to compensate for this due to the constraints of their licence which forms a cap on revenue.	New WFRIM formula seeks to address this.	WFRIM - Water
WFRIM - Waste	Rows 23 onwards
		5	Wrong year referenced in WRIFM water worksheet. Allowed Revenue from FD for 2015/16 incorrectly references 2014/15	Formula in cell L28 amended to reference L15.	WRIFM - Water	L28
		6	Formatting of Cells L27 and L28 on Data worksheet incorrect. 	K27 and K28 formatted as input cells. L27 and L28 formatted as blank cells.	Data	L28,L27, K27, K28
		7	Financing costs incorrectly applied to year 4 penalty	Financing costs removed from formulae	WRFIM - Water
WRFIM - Waste	P64
		8	Ability to spread RCM adjustment to smooth impact on customers	Added functionality to take RCM adjustments over 1,2, 3 or more years	Data
WRFIM - Water
WRFIM - Waste
	Data row 44 and 45
WRFIM Water and Waste rows 20-22
		9	Model does not take into account potential penalties incurred in year 4 and year 5	Copy formulae in WRIFM - Water and WRIFM - Waste N48 into O48 and P48	WRFIM - Water
WRFIM - Waste	N48 and P48
		10	Inflation of RCM element of WRFIM changed from year average to Nov-Nov movements	Change inflation uplift from year cumulative year average (Indexation.Average) to Cumulative November (Indexation.November.Actual)	WRFIM - Water
WRFIM - Waste	Row 23
		11	Model modified to work for companies who accept licence modification	True/False flag added to data worksheet. When 'True' AR* is defined as AR (Formula changes from min of rows 29 to 30 to equal row 30).	WRFIM - Water
WRFIM - Waste
Data	Row 31 WRFIM sheets
Data row 12
		12	Line description	E24 description aligned with business plan table App23	RPI	E24
		13	Incorrect cell references	Rows 49 and 51 changed to reference row 36	RPI	Row 49 and 51
		14	Redundant lines	Redundant code deleted	RPI	Rows 43-45, 54-56 and 58
		15	Display formatting of cells incorrect	K27, K28, rows 36, 37 and 42 to 45 formatted to display correct decimal places	Data	K27, K28, rows 36, 37, 42 to K43
		16	Model modified to work for companies that accelerate the return of over-recovered revenue to customers after one year	Change calculation of 'Adjusted allowed revenue (AR)' to recognise the early return revenue in year t+1 and corresponding back out from year t+2 	Data
WRFIM - Water
WRFIM - Waste	Data rows 47 to 54
WRFIM sheets rows 29 to 31 and 33
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Data
				WRFIM inputs

					Year				2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25
	1
					Calendar year				2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024
					Year number							1	2	3	4	5	6	7	8	9	10

					Model inputs

				Text	Company Name		NES
				Text	Company Type		WaSC
				True/False	Company has accepted WRFIM licence modification		TRUE	True/False
					WRFIM Parameters

					Penalty rate scaling
				% 2dp	Minimum threshold (+/-)		2.00%	Threshold.Min
				% 2dp	Maximum threshold (+/-)		3.00%	Threshold.Max

				% 2dp	Penalty rate (+/-)		3.00%	Penalty.Rate.General
				% 2dp	Specified discount rate		3.60%	Discount.Rate

				% 2dp	Threshold for additional variance analyses (+/-)		6.00%	Additional.Analysis

					Revenue

					Allowed revenue
				£m 3dp	Allowed revenue - water	14/15 price base					405.534											AllRev.Water
				£m 3dp	Allowed revenue - wastewater	14/15 price base					289.036											AllRev.Waste

					K
				Nr	K - water							-	0.84	0.35	0.06	0.06						K.Water
				Nr	K - waste							-	0.89	0.40	0.11	0.11						K.Waste

					Recovered revenue
					To be completed at the end of PR14>>
				£m 3dp	Recovered revenue - water	Outturn price base						418.509	427.592	435.056	442.076	453.226						RecRev.Water
				£m 3dp	Recovered revenue - wastewater	Outturn price base						294.326	299.337	310.582	321.892	328.473						RecRev.Waste

					Blind year adjustments

					RCM adjustment
				£m 3dp	Blind year adjustment 14/15 - water	12/13 price base					(5.384)	BlindYear.1415.Adj.Water
				£m 3dp	Blind year adjustment 14/15 - waste	12/13 price base					(2.198)	BlindYear.1415.Adj.Waste
				% 1dp	Percentage of blind year adjustment by year - water	All values must be >=0; sum of values must be <=1.								0.0%	0.0%	0.0%	0%
				% 1dp	Percentage of blind year adjustment by year - waste	All values must be >=0; sum of values must be <=1.								0.0%	0.0%	0.0%	0%

					Accelerated return of over-recovered revenue

					Over-recovered revenue returned to customers after one year 
				£m 3dp	Over-recovered 17/18 revenue returned - water	Outturn price base									-
				£m 3dp	Over-recovered 17/18 revenue returned - wastewater	Outturn price base									-

				£m 3dp	Over-recovered 18/19 revenue returned - water	Outturn price base										-
				£m 3dp	Over-recovered 18/19 revenue returned - wastewater	Outturn price base										-

	End
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RPI
				Retail Price Index

					Year			2011-12	2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25

					Actual Year			2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024
					Year number			(3)	(2)	(1)	-	1	2	3	4	5	6	7	8	9	10
																					
					RPI

					Actual RPI
		1		Nr 1dp	RPI: April - index				242.5	249.5	255.7	258.0	261.4	270.6	279.7
		2		Nr 1dp	RPI: May - index				242.4	250.0	255.9	258.5	262.1	271.7
		3		Nr 1dp	RPI: June - index				241.8	249.7	256.3	258.9	263.1	272.3
		4		Nr 1dp	RPI: July - index				242.1	249.7	256.0	258.6	263.4	272.9
		5		Nr 1dp	RPI: August - index				243.0	251.0	257.0	259.8	264.4	274.7
		6		Nr 1dp	RPI: September- index				244.2	251.9	257.6	259.6	264.9	275.1
		7		Nr 1dp	RPI: October - index				245.6	251.9	257.7	259.5	264.8	275.3
		8		Nr 1dp	RPI: November - index			238.5	245.6	252.1	257.1	259.8	265.5	275.8
		9		Nr 1dp	RPI: December - index				246.8	253.4	257.5	260.6	267.1	278.1
		10		Nr 1dp	RPI: January - index				245.8	252.6	255.4	258.8	265.5	276.0
		11		Nr 1dp	RPI: February - index				247.6	254.2	256.7	260.0	268.4	278.1
		12		Nr 1dp	RPI: March - index				248.7	254.8	257.1	261.1	269.3	278.3

				% 4dp	RPI: Assumed percentage increase for unpopulated monthly values										3.00%	3.00%	3.00%	3.00%	3.00%	3.00%	3.00%

			Completeness check						-'%'	-'%'	-'%'	-'%'	-'%'			-'%'	-'%'	-'%'	-'%'	-'%'	-'%'	Indexation.Check
																					
					Series of actual and forecast RPI
		1		Nr 1dp	RPI: April - index			-	242.5	249.5	255.7	258.0	261.4	270.6	279.7	288.1	296.7	305.6	314.8	324.2	334.0
		2		Nr 1dp	RPI: May - index			-	242.4	250.0	255.9	258.5	262.1	271.7	279.9	288.2	296.9	305.8	315.0	324.4	334.2
		3		Nr 1dp	RPI: June - index			-	241.8	249.7	256.3	258.9	263.1	272.3	280.5	288.9	297.5	306.5	315.7	325.1	334.9
		4		Nr 1dp	RPI: July - index			-	242.1	249.7	256.0	258.6	263.4	272.9	281.1	289.5	298.2	307.2	316.4	325.9	335.6
		5		Nr 1dp	RPI: August - index			-	243.0	251.0	257.0	259.8	264.4	274.7	282.9	291.4	300.2	309.2	318.5	328.0	337.8
		6		Nr 1dp	RPI: September- index			-	244.2	251.9	257.6	259.6	264.9	275.1	283.4	291.9	300.6	309.6	318.9	328.5	338.3
		7		Nr 1dp	RPI: October - index			-	245.6	251.9	257.7	259.5	264.8	275.3	283.6	292.1	300.8	309.9	319.1	328.7	338.6
		8		Nr 1dp	RPI: November - index			238.50	245.6	252.1	257.1	259.8	265.5	275.8	284.1	292.6	301.4	310.4	319.7	329.3	339.2
		9		Nr 1dp	RPI: December - index			-	246.8	253.4	257.5	260.6	267.1	278.1	286.4	295.0	303.9	313.0	322.4	332.1	342.0
		10		Nr 1dp	RPI: January - index			-	245.8	252.6	255.4	258.8	265.5	276.0	284.3	292.8	301.6	310.6	320.0	329.6	339.4
		11		Nr 1dp	RPI: February - index			-	247.6	254.2	256.7	260.0	268.4	278.1	286.4	295.0	303.9	313.0	322.4	332.1	342.0
		12		Nr 1dp	RPI: March - index			-	248.7	254.8	257.1	261.1	269.3	278.3	286.6	295.2	304.1	313.2	322.6	332.3	342.3
				Nr 1dp	RPI: Financial year average - index				244.675	251.7	256.7	259.433	265.0	274.9	283.2	291.7	300.5	309.5	318.8	328.3	338.2





					Actual RPI: Basket year - cumulative % increase from 2012/13 basket value
				%	Override																	Indexation.November.Actual.Override
				% 4dp	Calculated (including override)				100.00%	102.98%	105.70%	107.80%	108.93%	111.32%	115.64%	119.11%	122.68%	126.36%	130.15%	134.06%	138.08%	Indexation.November.Actual

				% 4dp	Actual RPI: Nov - Nov % increase					102.98%	102.65%	101.98%	101.05%	102.19%	103.88%	103.00%	103.00%	103.00%	103.00%	103.00%	103.00%	Indexation.November.Actual.YearOnYear








	End
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WRFIM - Water
				WRFIM calculations - water

					Year				2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25
	1
					Calendar year				2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024
					Year number							1	2	3	4	5	6	7	8	9	10

					1 WRFIM calculation

					Calculate an adjusted allowed revenue using penalty and/or blind-year adjustment
					Allowed Revenue
				Nr	K							-	0.840	0.350	0.060	0.060
				Nr	Actual Nov-Nov RPI							1.983	1.050	2.194	3.879	3.000
				Nr	1 + (RPI + Kt )/100							1.020	1.019	1.025	1.039	1.031
				£m 3dp	Allowed Revenue (Outturn price base)	Outturn price base					405.534	413.577	421.394	432.115	449.138	462.881						AllRev.Outturn.Water

					Convert blind year to outturn price base and apply in 2016
					Blind year adjustment
				£m 3dp	AMP5 RCM adjustment	12/13 price base					(5.384)	AMP5.RCM.Adj.Water
				£m 3dp	AMP5 RCM adjustment including financing rate adjustment	12/13 price base					(5.384)	(5.578)	(5.779)	(5.987)	(6.202)	(6.425)
				%	Percentage of blind year adjustment by year - water	Percentage								0.0%	0.0%	0.0%
				£m 3dp	AMP5 RCM blind year adjustment (12/13 price base)	12/13 price base								-	-	-
				£m 3dp	AMP5 RCM blind year adjustment (Outturn price base)	Outturn price base								-	-	-						RCM.BlindYear.Adj.Water

					Adjust allowed revenue by RFIM adjustment
					Determine the main revenue over /  under recovery
				£m 3dp	AMP6 forecasting incentive adjustment including over / under recovery true up	Outturn price base						-	-	(5.466)	(7.061)	(9.655)						AMP6.FI.Adj.Water
				True/False	Company has accepted WRFIM licence modification		TRUE	True/False
				£m 3dp	Over-recovered 17/18 revenue returned - water	Outturn price base									-
				£m 3dp	Back out of over-recovered 17/18 revenue - water	Outturn price base										-
				£m 3dp	Over-recovered 18/19 revenue returned - water	Outturn price base										-
				£m 3dp	Allowed Revenue from FD	Outturn price base						413.577	421.394	432.115	449.138	462.881
				£m 3dp	Adjusted Allowed Revenue (AR)	Outturn price base						413.577	421.394	426.648	442.076	453.226						Adj.AllRev.Water
				£m 3dp	Baseline revenue for calculation of penalties (AR*)	Outturn price base						413.577	421.394	426.648	442.076	453.226						Baseline.AllRev.Water

				£m 3dp	Revenue Recovered (RR)	Outturn price base						418.509	427.592	435.056	442.076	453.226

				£m 3dp	Over (+) / Under (-) recovery versus adjusted allowed revenue	Outturn price base						4.932	6.198	8.408	(0.000)	(0.000)
				% 2dp	% (under) / over recovered versus adjusted allowed revenue							1.19%	1.47%	1.97%	(0.00%)	(0.00%)						Perc.Recovered.Water

					Main revenue adjustment
				£m 3dp	Main revenue adjustment - with financing adjustment	Outturn price base				-	-	(5.293)	(6.652)	(9.024)
				£m 3dp	Main revenue adjustment - with financing adjustment & 2 year lag of inflation	Outturn price base plus 2 years				-	-	(5.466)	(7.061)	(9.655)
				£m 3dp	Main revenue adjustment - as incurred	Outturn price base								(5.466)	(7.061)	(9.655)

					Penalty calculation
				% 2dp	Forecast error							1.19%	1.47%	1.97%	0.00%	0.00%
				Boolean	Is a penalty  required?							FALSE	FALSE	FALSE	FALSE	FALSE
				% 2dp	Penalty rate magnitude							-'%'	-'%'	-'%'	-'%'	-'%'

				£m 3dp	Penalty adjustment	Outturn price base						-	-	-	-	-
				£m 3dp	Penalty adjustment - with financing adjustment	Outturn price base						-	-	-
				£m 3dp	Penalty adjustment - with financing adjustment & 2 year lag of inflation	Outturn price base						-	-	-
				£m 3dp	Penalty adjustment - as incurred	Outturn price base								-	-	-

					WRFIM adjustment
				£m 3dp	Main revenue adjustment - as incurred	Outturn price base								(5.466)	(7.061)	(9.655)
				£m 3dp	Penalty adjustment - as incurred	Outturn price base								-	-	-
				£m 3dp	WRFIM adjustment - as incurred	Outturn price base								(5.466)	(7.061)	(9.655)

					Performance is outside +/-6% variance level
				Boolean	Is more detailed variance analyses required to be submitted?							FALSE	FALSE	FALSE	FALSE	FALSE

					2 Application of penalty

					One year of RPI and financing costs adjustments to main revenue applied
				£m 3dp	Value of Year 4 main revenue adjustment at the end of AMP6	Outturn price base										0.000
				£m 3dp	Value of Year 4 penalty adjustment at the end of AMP6	Outturn price base										-
				£m 3dp	Value of Year 4 WRFIM adjustments at the end of AMP6	Outturn price base										0.000

					No RPI and financing costs adjustments applied
				£m 3dp	Value of Year 5 main revenue adjustment at the end of AMP6	Outturn price base										0.000
				£m 3dp	Value of Year 5 penalty adjustment at the end of AMP6	Outturn price base										-
				£m 3dp	Value of Year 5 WRFIM adjustments at the end of AMP6	Outturn price base										0.000

				£m 3dp	Total reward / (penalty) at the end of AMP6	Outturn price base										0.001	WRFIM.Water

	End
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WRFIM - Waste
				WRFIM calculations - waste

					Year				2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25
	1
					Calendar year				2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024
					Year number							1	2	3	4	5	6	7	8	9	10

					1 WRFIM calculation

					Calculate an adjusted allowed revenue using penalty and/or blind-year adjustment
					Allowed Revenue
				Nr	K							-	0.890	0.400	0.110	0.110
				Nr	Actual Nov-Nov RPI							1.983	1.050	2.194	3.879	3.000
				Nr	1 + (RPI + Kt )/100							1.020	1.019	1.026	1.040	1.031
				£m 3dp	Allowed Revenue (Outturn price base)	Outturn price base					289.036	294.769	300.488	308.282	320.581	330.551						AllRev.Outturn.Waste

					Convert blind year to outturn price base and apply in 2016
					Blind year adjustment
				£m 3dp	AMP5 RCM adjustment	12/13 price base					(2.198)	AMP5.RCM.Adj.Waste
				£m 3dp	AMP5 RCM adjustment including financing rate adjustment	12/13 price base					(2.198)	(2.277)	(2.359)	(2.444)	(2.532)	(2.623)
				%	Percentage of blind year adjustment by year - waste	Percentage								0.0%	0.0%	0.0%
				£m 3dp	AMP5 RCM blind year adjustment (12/13 price base)	12/13 price base								-	-	-
				£m 3dp	AMP5 RCM blind year adjustment (Outturn price base)	Outturn price base								-	-	-						RCM.BlindYear.Adj.Waste

					Adjust allowed revenue by RFIM adjustment
					Determine the main revenue over /  under recovery
				£m 3dp	AMP6 forecasting incentive adjustment including over / under recovery true up	Outturn price base						-	-	0.491	1.311	(2.078)						AMP6.FI.Adj.Waste
				True/False	Company has accepted WRFIM licence modification		TRUE	True/False
				£m 3dp	Over-recovered 17/18 revenue returned - wastewater	Outturn price base									-
				£m 3dp	Back out of over-recovered 17/18 revenue - wastewater	Outturn price base										-
				£m 3dp	Over-recovered 18/19 revenue returned - wastewater	Outturn price base										-
				£m 3dp	Allowed Revenue from FD	Outturn price base						294.769	300.488	308.282	320.581	330.551
				£m 3dp	Adjusted Allowed Revenue (AR)	Outturn price base						294.769	300.488	308.773	321.892	328.473						Adj.AllRev.Waste
				£m 3dp	Baseline revenue for calculation of penalties (AR*)	Outturn price base						294.769	300.488	308.773	321.892	328.473						Baseline.AllRev.Waste

				£m 3dp	Revenue Recovered (RR)	Outturn price base						294.326	299.337	310.582	321.892	328.473

				£m 3dp	Over (+) / Under (-) recovery versus adjusted allowed revenue	Outturn price base						(0.443)	(1.151)	1.809	(0.000)	(0.000)
				% 2dp	% (under) / over recovered versus adjusted allowed revenue							(0.15%)	(0.38%)	0.59%	(0.00%)	(0.00%)						Perc.Recovered.Waste

					Main revenue adjustment
				£m 3dp	Main revenue adjustment - with financing adjustment	Outturn price base				-	-	0.475	1.235	(1.942)
				£m 3dp	Main revenue adjustment - with financing adjustment & 2 year lag of inflation	Outturn price base plus 2 years				-	-	0.491	1.311	(2.078)
				£m 3dp	Main revenue adjustment - as incurred	Outturn price base								0.491	1.311	(2.078)

					Penalty calculation
				% 2dp	Forecast error							0.15%	0.38%	0.59%	0.00%	0.00%
				Boolean	Is a penalty  required?							FALSE	FALSE	FALSE	FALSE	FALSE
				% 2dp	Penalty rate magnitude							-'%'	-'%'	-'%'	-'%'	-'%'

				£m 3dp	Penalty adjustment	Outturn price base						-	-	-	-	-
				£m 3dp	Penalty adjustment - with financing adjustment	Outturn price base						-	-	-
				£m 3dp	Penalty adjustment - with financing adjustment & 2 year lag of inflation	Outturn price base						-	-	-
				£m 3dp	Penalty adjustment - as incurred	Outturn price base								-	-	-

					WRFIM adjustment
				£m 3dp	Main revenue adjustment - as incurred	Outturn price base								0.491	1.311	(2.078)
				£m 3dp	Penalty adjustment - as incurred	Outturn price base								-	-	-
				£m 3dp	WRFIM adjustment - as incurred	Outturn price base								0.491	1.311	(2.078)

					Performance is outside +/-6% variance level
				Boolean	Is more detailed variance analyses required to be submitted?							FALSE	FALSE	FALSE	FALSE	FALSE

					2 Application of penalty

					One year of RPI and financing costs adjustments to main revenue applied
				£m 3dp	Value of Year 4 main revenue adjustment at the end of AMP6	Outturn price base										0.000
				£m 3dp	Value of Year 4 penalty adjustment at the end of AMP6	Outturn price base										-
				£m 3dp	Value of Year 4 WRFIM adjustments at the end of AMP6	Outturn price base										0.000

					No RPI and financing costs adjustments applied
				£m 3dp	Value of Year 5 main revenue adjustment at the end of AMP6	Outturn price base										0.000
				£m 3dp	Value of Year 5 penalty adjustment at the end of AMP6	Outturn price base										-
				£m 3dp	Value of Year 5 WRFIM adjustments at the end of AMP6	Outturn price base										0.000

				£m 3dp	Total reward / (penalty) at the end of AMP6	Outturn price base										0.000	WRFIM.Waste

	End
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WFRIM adjustments
				WRFIM adjustments

					Year				2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25

					Calendar year				2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024
					Year number							1	2	3	4	5	6	7	8	9	10

					1 WRFIM adjustment at the end of AMP6

				£m 3dp	Total reward / (penalty) - water	Outturn price base										0.001

				£m 3dp	Total reward / (penalty) - waste	Outturn price base										0.000

	End
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Timeline
				Timeline

					Year				2012-13	2013-14	2014-15	2015-16	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	AMP.Years

					Calendar year				2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	Calendar.Years
					Year number							1	2	3	4	5	6	7	8	9	10



	End
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