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REPORT OF THE MEMBERS OF THE CORPORATION

Legal Status

Coleg Meirion-Dwyfor is an independent Further Education College formed under the Further and Higher Education Act
1992". The College's Governing Body is governed in accordance with Instruments and Articles of Government based
on the above mentioned Act and the Modification Orders (nos. 1 and 2) 1999.

Charitable and Taxation Status

The College is an exempt charity within the meaning of schedule 2 of the Charities Act 1993 and as such is a charity
within the meaning of section 506 of the Income and Corporation Taxes Act (ILTA)1998. Accordingly, the College is
exempt from taxation in respect of income or capital gains.

Mission Statement
The College Mission Statement is :-

"To provide awide range of high quality education and training that satisfies the present and
future needs of a bilingual, rural community, thereby promoting individual, community and
economic development."”

Strategic Aims

In July 2005 the College adopted a strategic plan for the period 1st August 2005 to 31st July 2009. The
strategic plan includes property and financial plans. The Corporation monitors the performance of the College
against these plans. The plans are reviewed and updated each year. The College's continuing strategic
objectives are :

to be the main planner and provider of post-statutory education and training in the area, influencing
both local and national policy;

to develop its curriculum in line with local demand and national priorities;

to attract 100% of the 16 year olds in Meirion-Dwyfor and neighbouring areas who intend following
further programmes of study offered by the College;

to increase the number of students from a wider geographical area for specialised fields of study

and for distance learning courses and programmes;

to take full advantage of opportunities to extend the range of Higher Education provision at the College;
to increase the number of adult students and community based students;

to increase the College provision for business;

to promote and assist community and economic development in its catchment area;

to provide education, training and support services of a consistently high standard;

to continually strive to improve the quality of its educational and training provision and support services;
to continually develop the skills of its staff in order to meet the demands of the ever-changing world of
education and training;

to continually develop its bilingual provision and lead such developments both locally and nationally;
to continually improve its management and governance;

to maintain and develop its assets and regain its year on year financial viability;

to attract, where appropriate, additional funds (including European funds) to further College activities;
to continually develop its ICT resources in line with the latest developments;

to develop strategic partnerships with other educational Colleges, employers and companies in

order to provide the widest level of support provision.

Details of how the College aims to achieve the above are to be found in its Strategic & Operational Planning
Documents.
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REPORT OF THE MEMBERS OF THE CORPORATION

Financial Performance
The College's financial strategy specifies that it will continue to use part of its reserves and cash balances as a
bridging mechanism, so that a balanced and sustainable approach is applied to ensure that the College regains its

year on year viability.

In 2005/06 the College generated an historic cost deficit of £6,412. This is compared to a deficit of £313,407 (as
restated) in the previous year, an improvement of £306,995.

Income & Expenditure Account Summary for the Year

2005/06 2004/05

as restated

£ £

Income 8,760,359 7,603,836
Expenditure 8,856,947 8,163,260
Deficit after depreciation of assets at valuation (96,588) (559,424)
Surplus on disposal of assets 1,553 52,277
Deficit after depreciation of assets at valuation and disposal of assets (95,035) (507,147)
Depreciation charged to revaluation reserve 88,623 88,623
Disposal of inherited asset (revaluation reserve amount) 0 105,117
Historical Cost Deficit for the year (6,412) (313,407)

The deficit for the year after depreciation of assets and disposal of assets is £95,035, this is compared to a deficit
of £507,147 in 2004/05, a decrease of £412,112.

Total income during 2005/06 increased from £7,603,836 in 2004/05 to £8,760,359, an increase of £1,156,523 (15.2%).
Of this total increase, £623,470 is additional grant received to fund the final phase of the FE and Schools pay

parity initiative; £88,411 is a one-off backlog maintenance grant and £127,819 is additional income generated

via the College's Sgiliaith bilingual service centre.

Total expenditure increased from £8,163,260 in 2004/05 to £8,856,947 in 2005/06, an increase of £693,686 (8.5%).
Non-staff operating expenditure increased by £234,230 (11.7%) to £2,238,736, reflecting the increase in costs
incurred to generate additional income. Staff costs increased from £5,592,664 in 2004/05 to £6,044,761 in 2005/06,
an increase of £452,097 (8.1%). The increase in staff expenditure reflecting the cost of implementing the funded pay
parity initiative net of the efficiency savings achieved in staff costs.

The total Cash Balance held at the bank and in hand as at 31 July 2006 was £3,047,684, a decrease of £247,502
on that held at 31 July 2005.

Capital Expenditure

The total capital expenditure during the year was £919,545, which includes the last stage payment of £99,115 for the
cost of a replacement milking parlour at Glynllifon and £308,203 was spent on estate related disabled access (DDA)
improvement projects.

Also during the year £144,318 was spent on the continuing development of the College's information systems and
video conferencing facilities; £114,501 was spent in the year on the new £1.2 million catering and facilities improvement
project (building work started in June 2006 ): £169,258 was spent on a range of other estate related projects and a
further £84,150 on new and replacement equipment and vehicles.
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REPORT OF THE MEMBERS OF THE CORPORATION

Payment Performance

The Late Payment of Commercial Debts (Interest) Act 1998, which came into force on 1 November 1998, requires
Colleges, in the absence of agreement to the contrary, to make payments to suppliers within 30 days of either the
provision of goods or services or the date on which the invoice was received. The target set by the Treasury for payment
to suppliers within 30 days is 95%. During the accounting period 1 August 2005 to 31 July 2006, the College paid 77.7%
of its invoices within 30 days. The College incurred no interest charges in respect of late payment for this period.

Estate Strategy & Planned Maintenance Programme

The Corporation recognises the importance of continuing to invest in maintaining and improving its estate, equipment
and other assets as well as developing its resources wherever practicable to meet the requirements of the Disability
Discrimination Act (DDA).

The Corporation adopted a fully revised estate strategy in July 2005 and this document is being used to help ensure

the College has an appropriate estate for meeting the current and anticipated needs of both the academic and support
services functions.

Disability Statement

The following general disability statement is an extract from the College's full Disability Statement document.

"The College welcomes students with special needs, whether physical or educational. Specific courses are

available for students with special educational needs and the College also aims to integrate such students into
mainstream courses where possible. This is further described in the College's policy on inclusive learning.

Every effort has been, and will be, made to facilitate access for the disabled to all resources in College buildings. This
includes the adaptation of existing buildings and careful planning of new buildings so that access for the disabled

is ensured, as far as possible.

Staff are available to provide additional in-course support for students with special needs and specialist staff
can offer specific assistance e.g. with literacy or numeracy. Specialist equipment may be available at certain centres.”

Professional Advisers

The College's advisers at the Balance Sheet date were:

External Auditors : Bentley Jennison 5 Ridge House, Festival Park, Stoke-on-Trent
Internal Auditors: McLintock and Partners 2, Hilliards Court, Wrexham Road, Chester
Bankers: Barclays Bank Ltd. Raymond Court, Princess Drive, Colwyn Bay
Solicitors: Eversheds 1, Callaghan Square, Cardiff

Signhed on behalf of the Corporation

John E Tudor, Chairman
14th December 2006
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STATEMENT OF THE RESPONSIBILITIES OF THE MEMBERS OF THE
CORPORATION

The members of the Corporation are required to present audited financial statements for each financial year.

Within the terms and conditions of the Financial Memorandum agreed between the Welsh Assembly Government

and the Corporation of the College, the Corporation, through its Principal, is required to prepare financial statements for
each financial year in accordance with the Statement of Recommended Practice - Accounting for Further and Higher
Education which give a true and fair view of the state of affairs of the College and the result for that year.

In preparing the financial statements, the Corporation is required to ensure that :
suitable accounting policies are selected and applied consistently;
judgements and estimates are made that are reasonable and prudent;
applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements;
financial statements are prepared on the going concern basis unless it is inappropriate to presume that
the College will continue in operation.

The Corporation is also required to prepare a Members Report which describes what it is trying to do and how it is
going about it, including the legal and administrative status of the College.

The Corporation is responsible for keeping proper accounting records, which disclose with reasonable accuracy, at

any time, the financial position of the College and to enable it to ensure that the financial statements are prepared in
accordance with the relevant legislation of incorporation and other relevant accounting standards. It is responsible for
taking steps that are reasonably open to it to safeguard assets of the College and to prevent and detect fraud and other
irregularities.

Members of the Corporation are responsible for ensuring that funds from the Welsh Assembly Government are used
only in accordance with the Financial Memorandum with the Welsh Assembly Government and any other conditions
that the Welsh Assembly Government may from time to time prescribe. Members of the corporation must ensure that
there are appropriate financial and management controls in place to safeguard public and other funds and ensure they
are used properly. In addition, members of the Corporation are responsible for securing economical, efficient and
effective management of the College's resources and expenditure, so that the benefits that should be derived from the
application of public funds by the Welsh Assembly Government are not put at risk.

Signed on behalf of the Corporation

John E Tudor, Chairman
14th December 2006
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CORPORATE GOVERNANCE STATEMENT

The College is committed to exhibiting best practice in all aspects of corporate governance. This summary describes
the manner in which the College has applied the principles set out in section one of the Combined Code on Corporate
Governance issued by the London Stock Exchange in July 2003. Its purpose is to help the reader of the financial
statements understand how the principles have been applied.

In the opinion of the members, the College complies with all the provisions of the Combined Code in so far as they
apply to the Further Education Sector, and it has complied throughout the year ended 31st July 2006.

The Corporation
Members of the Board

During the year, the members were as follows:

Name Committees Status of
Served Appointment

Mr John Tudor CBE - Chair F.E,S,R Business

Mr John Griffiths - Vice Chair A'S Business

Mr E Marshall Davies F.E, S Business

Mr. Gwyn Williams AE Business

Mr Hedd Pugh A Business

Mr Roger Roberts F,.E Business

Mr. Eifion Owen F Staff

Mr Tudor Williams E Staff

Dr lan J Rees F.E, S Principal

Mr John Cadwalader E Parent

Ms. Minoo Rabbani F Parent

Mr Wyn Meredith S,R Local Authority

Mr John Wyn Griffith F Community

Mrs Lonna Bradley E Community

Mr. Ashley Crystal Student

Mrs Nansi Thirsk F,R Co-opted

Mr John M Edwards AR Co-opted

Mr David Hicken A Co-opted

The letters in the second column indicate membership of committees :
F — Finance and General Purposes; A — Audit; E — Staffing, Curriculum & Quality
R - Senior Staff Remuneration; S - Search

Clerk to the Corporation : Mr. Ray Owen (August 2005 to April 2006)
Mr. John Taylor (April 2006 to July 2006)

It is the Corporation's responsibility to bring independent judgement to bear on issues of strategy, performance,
resources and standards of conduct.

The Corporation is provided with regular and timely information on the overall financial performance of the College
together with other information such as performance against funding targets, proposed capital expenditure, quality
matters and personnel related matters such as health and safety and environmental issues. The Corporation meets
at least once each term.
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CORPORATE GOVERNANCE STATEMENT

The Corporation conducts its business through a number of committees. Each committee has terms of reference, which
have been approved by the Corporation. These committees are Finance and general purposes; Staffing, curriculum
and quality; Senior staff remuneration; Search and Audit. Full minutes of all meetings except those deemed to be
confidential by the Corporation are available from the Clerk to the Corporation at :

Coleg Meirion-Dwyfor, Ffordd Ty'n y Coed, Dolgellau, Gwynedd LL40 2SW

The Clerk to the Corporation maintains a register of financial and personal interests of the members. The register
is available for inspection at the above address.

All members are able to take independent professional advice in furtherance of their duties at the College's expense and
have access to the Clerk of the Corporation, who is responsible to the Board for ensuring all applicable procedures and
regulations are complied with. The appointment, evaluation and removal of the Clerk are matters for the Corporation as
a whole.

Formal agendas, papers and reports are supplied to members in a timely manner, prior to Board meetings. Briefings
are also provided on an ad-hoc basis.

The Corporation has a strong and independent non-executive element and no individual or group dominates its decision
making process. The Corporation considers that each of its non-executive members is independent of management and
free from any business or other relationship, which could materially interfere with the exercise of their independent
judgement.

There is clear division of responsibility in that the roles of the Chairman and Principal of the College are separate.

Appointments to the Corporation

Any new appointments to the Corporation are a matter for the consideration of the Corporation as a whole. The
Corporation has a search committee which is comprised of 5 members, which is responsible for the selection and
nomination of any new member for the Corporation's consideration. The Corporation is responsible for ensuring
that appropriate training is provided as required.

Members of the Corporation are appointed for a term of office not exceeding four years.

Senior Staff Remuneration Committee
The College's remuneration committee is comprised of 4 members. The committee's responsibilities are to make
recommendations to the Board on the remuneration and benefits of the Principal and Vice-Principal.

Details of remuneration for the year ended 31st July 2006 are set out in note 8 to the financial statements.

Audit Committee

The audit committee comprises of 5 members of the Corporation (excluding the Principal and the Chair). The
committee operates in accordance with written terms of reference approved by the Corporation. Its purpose is to advise
the Corporation on the adequacy and effectiveness of the College's systems of internal control and its arrangements for
risk management control and governance processes.

The audit committee meets on a termly basis and provides a forum for reporting by the College's internal and financial
statement auditors, who have access to the committee for independent discussion, without the presence of College
management. The committee also receives and considers reports from the Welsh Assembly Government as they
affect the College's business.
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CORPORATE GOVERNANCE STATEMENT

The College's internal auditors monitor the systems of internal control, risk management controls and governance
processes in accordance with an agreed plan of input and report their findings to management and the audit committee.

Management are responsible for the implementation of agreed audit recommendations and internal audit undertake
periodic follow up reviews to ensure such recommendations have been implemented.

The audit committee also advises the Corporation on the appointment of internal and financial statement auditors and
their remuneration for both audit and non-audit work.

Internal Control
Scope of Responsibility

The Corporation is ultimately responsible for the College's system of internal control and for reviewing its effectiveness.
However, such a system is designed to manage rather than eliminate the risk of failure to achieve business objectives,
and can provide reasonable and not absolute assurance against material misstatement or loss.

The Corporation has delegated the day-to-day responsibility to the Principal, as Accounting Officer, for maintaining a
sound system of internal control that supports the achievement of the College's policies, aims and objectives, whilst
safeguarding the public funds and assets for which he/she is personally responsible, in accordance with the
responsibilities assigned to him/her in the Financial Memorandum between Coleg Meirion-Dwyfor and the Welsh
Assembly Government. He/she is also responsible for reporting to the Corporation any material weaknesses or
breakdown in internal controls.

The purpose of the System of Internal Control

The system of internal control is designed to manage risk to a reasonable level rather than to eliminate all risk of failure
to achieve policies, aims and objectives; it can therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise the risks
to the achievement of College policies, aims and objectives, to evaluate the likelihood of those risks being realised and
the impact should they be realised, and to manage them effectively, efficiently and economically. The system of internal
control has been in place in Coleg Merion-Dwyfor for the year ended 31st July 2006 and up to the date of approval

of the annual report and accounts.

Capacity to handle risk

The Corporation has reviewed the key risks to which the College is exposed together with the operating, financial and
compliance controls that have been implemented to mitigate those risks. The Corporation is of the view that there is a
formal ongoing process for identifying, evaluating and managing the College's significant risks that has been in place for
the period ending 31 July 2006 and up to date of approval of the annual report and accounts. This process is regularly
reviewed by the Corporation

The Risk and Control Framework

The system of internal control is based on a framework of regular management information, administrative procedures
including the segregation of duties, and a system of delegation and accountability. In particular, it includes :

* Comprehensive budgeting systems with an annual budget, which is reviewed and agreed by the governing
body

* Regular reviews by the governing body of periodic and annual financial reports, which indicate the financial
performance against forecasts

* Setting targets to measure financial and other performance

* Clearly defined capital investment control guidance

* The adoption of formal project management disciplines, where appropriate
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COLEG MEIRION-DWYFOR

CORPORATE GOVERNANCE STATEMENT

Coleg Meirion-Dwyfor has an internal audit service, which operates in accordance with the requirement of the Welsh
Assembly Government. The work of internal audit service is informed by an analysis of the risk to which the College is
exposed, and annual internal audit plans are based on this analysis. The analysis of risks and the internal audit plans
are endorsed by the Corporation on the recommendation of the audit committee. At minimum annually, the Head of
Internal Audit provides the governing body with a report on internal audit activity in the College. The report includes the
Head of Internal Audit's independent opinion on the adequacy and effectiveness of the College's system of risk
management, controls and governance processes.

Review of Effectiveness

As Accounting Officer, the Principal has responsibility for reviewing the effectiveness of the system of internal control.
His/her review of the effectiveness of the system of internal control is informed by :

* the work of the internal auditors

* the work of the executive managers within the College who have responsibility for the development and
maintenance of the internal control framework

* comments made by the College's financial statement auditors and the Council's auditors in their
management letters and other reports

The Principal has been advised on the implications of the result of his/her review of the effectiveness of the system of
internal control by the audit committee, which oversees the work of the internal auditor, and a plan to address
weaknesses and ensure continuous improvement of the system is in place.

The senior management team receives reports setting out key performance and risk indicators and considers possible
control issues brought to their attention by early warning mechanisms, which are embedded within the departments
and reinforced by risk awareness training. The senior management team and the audit committee also receive regular
reports from internal audit, which include recommendations for improvement. The audit committee's role in this area is
confined to a high level review of the arrangements for internal control. The Corporation's agenda includes a regular
item for consideration of risk and control and receive reports thereon from the senior management team and the audit
committee The emphasis is on obtaining the relevant degree of assurance and not merely reporting by exception. At
its December 2006 meeting, the Corporation carried out the annual assessment for the year ended 31st July 2006 by
considering documentation from the senior management team and internal audit, and taking account of events since
31st July 2006.

Going Concern

After making appropriate enquiries, the Corporation considers that the College has adequate resources to continue
in operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in
preparing the financial statements.

John E Tudor 1 J Rees
Chairman Principal
14th December 2006 14th December 2006
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COLEG MEIRION-DWYFOR

INCOME AND EXPENDITURE ACCOUNT %

FOR THE YEAR ENDED 31 JULY 2006

2006 2005
as restated
Note £ £
Income
Department of Lifelong Learning (DELLS) grants 2 6,960,743 6,047,207
Tuition fees and education contracts 3 415,168 366,597
Research grants and contracts 4 244,953 117,134
Other income 5 971,627 911,332
Investment income 6 167,868 161,566
Total Income 8,760,359 7,603,836
Expenditure
Staff costs 7 6,044,761 5,592,664
Exceptional Restructuring Staff costs 7 44,757 35,143
Other operating expenses 9 2,238,736 2,004,506
Interest Payable 11 20,000 22,000
Depreciation 13 508,693 508,947
Total Expenditure 8,856,947 8,163,260
Deficit on continuing operations after depreciation
of assets at valuation and before disposal of assets (96,588) (559,424)
Profit on disposal of assets 1,553 52,277
Deficit on continuing operations after depreciation
of assets at valuation and disposal of assets (95,035) (507,147)

The Income and Expenditure account is in respect of continuing activities.

The results for the year ended 31 July 2005 have been restated to reflect the full implementation of FRS17 (see note 20)
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COLEG MEIRION-DWYFOR

STATEMENT OF HISTORICAL COST SURPLUSES AND DEFICITS i@
AND STATEMENT OF RECOGNISED GAINS AND LOSSES ‘

FOR THE YEAR ENDED 31 JULY 2006

STATEMENT OF HISTORICAL COST SURPLUSES AND DEFICITS

2006 2005
as restated
£ £
Deficit on continuing operations after depreciation
of assets at valuation (95,035) (507,147)
Difference between historical cost depreciation
and the actual charge for the year on the revalued amount 88,623 88,623
Historical cost deficit for the year before
adjustment re disposal of inherited assets (6,412) (418,524)
Disposal of Inherited Asset (revaluation reserve amount) 0 105,117
Historical cost deficit for the year (6,412) (313,407)
STATEMENT OF RECOGNISED GAINS AND LOSSES
2006 2005
as restated
£ £
Deficit on continuing operations after depreciation of assets at
valuation and disposal of assets (95,035) (507,147)
Actuarial loss in respect of pension scheme (64,000) (251,000)
Total recognised losses relating to the year (159,035) (758,147)
Prior year adjustment (see note 12) 0 (1,031,000)
Total recognised losses since last annual report (159,035) (1,789,147)
Reconciliation
Opening reserves 5,788,208 7,577,355
Prior year adjustment 0 (1,031,000)
Total recognised (losses)/gains for the year (159,035) (758,147)
Closing reserves 5,629,173 5,788,208
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COLEG MEIRION-DWYFOR
BALANCE SHEET

AS AT 31 JULY 2006

Je

Fixed assets
Tangible assets

Current assets
Stocks

Debtors

Investments

Cash at bank and in hand

Creditors: amounts falling due
within one year

Net current assets
Total assets less current liabilities

Less : Provisions for liabilities and charges
Net assets excluding pension liability

Net pension liability

NET ASSETS INCLUDING PENSION LIABILITY

Deferred capital grants

Reserves

Income and expenditure account excluding pension reserve
Pension Reserve

Income and expenditure account including pension reserve
Revaluation reserve

Total Reserves

TOTAL

Note

14
15

16

17

18

19

19

2006

11,337,975

261,505
740,192
81,649
3,047,684

4,131,030

(1,478,356)

2,652,674

13,990,649

(301,942)

13,688,707

(1,401,000)

12,287,707

6,658,534

3,058,705
(1,401,000)

1,657,705
3,971,468

5,629,173

12,287,707

2005
as restated
£

10,927,123

278,997
582,854
74,003
3,295,186
4,231,040

(1,551,346)
2,679,694
13,606,817

(305,389)
13,301,428

(1,292,000)

12,009,428

6,221,220

3,020,117
(1,292,000)
1,728,117
4,060,091

5,788,208

12,009,428

The accompanying accounting policies and notes form an integral part of these financial statements.

The financial statements on pages 9 to 30 were approved by the Corporation on 14th December 2006 and

were signed on its behalf by :

John E Tudor I J Rees
Chairman Principal
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COLEG MEIRION-DWYFOR

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 JULY 2006

Note 2006 2005

£ £

Cash inflow from operating activities 21 (304,555) (184,249)
Returns on investments and servicing of finance 22 167,868 161,566
Capital expenditure and financial investment 23 (103,169) (81,121)
Decrease in cash in the period (239,856) (103,804)

Reconciliation of net cash flow to movement in net funds

2006 2005

£ £

Decrease in cash in the year (239,856) (103,804)
Movement in net funds in the year (239,856) (103,804)
Net funds at 1 August 3,369,189 3,472,993
Net funds at 31 July 3,129,333 3,369,189

In this statement, figures in brackets refer to cash outflows and all other figures are cash inflows to the College.
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COLEG MEIRION-DWYFOR

NOTES TO THE FINANCIAL STATEMENTS i

1 Accounting policies

Basis of Preparation

These financial statements have been prepared in accordance with the Statement Of Recommended
Practice : Accounting for Further and Higher Education Colleges 2003 (the SORP) and in accordance with
applicable Accounting Standards. They conform to guidance published by the Department of Education,
Lifelong Learning and Skills (DELLS).

Prior Year Adjustment

The College has adopted FRS 17 Retirement Benefits, in the financial statements. The full adoption of the
standard represents a change in accounting policy and the comparative figures have been restated
accordingly. Details of the effect of adopting FRS 17, are given in Note 12.

Basis of Accounting

The financial statements are prepared in accordance with the historical cost convention modified
by the revaluation of certain fixed assets.

Recognition of income

Income from research grants, contracts and other services rendered is included to the extent of
the completion of the contract or service concerned. All income from short-term deposits is
credited to the income and expenditure account in the period in which it is earned.

Pension Schemes

Retirement benefits to employees of the College are provided by The Teachers' Pension Scheme
(TPS) and the Local Government Pension Fund (LGPF). These are defined benefit schemes
which are contracted out of the State Earnings Related Pension Scheme.

Contributions to the TPS are charged to the income and expenditure account so as to spread the
cost of pensions over employees' working lives with the College in such a way that the pension cost
is a substantially level percentage of current and future pensionable payroll. The contributions are
determined by qualified actuaries on the basis of quinquennial valuations using a prospective benefit
method.

The assets of the LGPS are measured using closing market values. LGPS liabilities are measured using
the projected unit method and discounted at the current rate of return on a high quality corporate bond
of equivalent term and currency to the liability. The increase in the present value of the liabilities of the
scheme expected to arise from employee service in the period is charged to the operating deficit. The
expected return on the scheme's assets and the increase during the period in the present value of the
scheme's liabilities, arising from the passage of time, are included in pension finance costs. Actuarial
gains and losses are recognised in the statement of total recognised gains and losses.

Enhanced Pensions

The actual cost of any enhanced ongoing pension to a former member of staff is paid by a College annually.
An estimate of the expected future cost of any enhancement to the ongoing pension of a former member

of staff is charged in full to the College's income and expenditure account in the year that the member of
staff retires. In subsequent years a charge is made to provisions in the balance sheet using the enhanced
pension spreadsheet provided by the Welsh Assembly Government.
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COLEG MEIRION-DWYFOR

NOTES TO THE FINANCIAL STATEMENTS %

Tangible Fixed Assets

The method of accounting for fixed assets follows the provisional arrangements of Financial Reporting
Standard 15, Tangible Fixed Assets. The College has adopted the transitional arrangements under

this standard and has retained the book amounts without updating the valuation. The dates of the valuations
were 1994 and 1996.

a. Land and buildings

Land and buildings inherited from the Local Education Authority are stated in the balance sheet at
valuation on the basis of either Open Market Value for existing use (OMV) or Depreciated Replacement
Cost (DRC). OMV has been used where the assets are not considered to be in specialised College use.
DRC has been used in all other cases. Land and buildings acquired since incorporation are included in
the balance sheet at cost. Freehold land is not depreciated. Freehold buildings are depreciated over
their expected useful life to the College of between 10 and 40 years. Leasehold land and buildings are
depreciated on a straight line basis over the lease term.

Where land and buildings are acquired with the aid of specific grants, they are capitalised and
depreciated as above. The related grants are credited to a deferred capital grant account and are
released to the income and expenditure account over the expected useful economic life of the
related asset on a basis consistent with the depreciation policy.

b. Equipment

Equipment inherited from the Local Education Authority is included in the balance sheet at valuation.
All other equipment is capitalised at cost.

Equipment costing £1,000 or more and all IT equipment is depreciated over its expected useful life to the
College at an annual rate of between 10% and 33%.

Where equipment is acquired with the aid of specific grants, it is capitalised and depreciated in
accordance with the above policy, with the related grant being credited to a deferred capital grant
account and released to the income and expenditure account over the expected useful economic life
of the related equipment.

Investments

Current asset investments are included in the balance sheet at valuation.

Stocks

Stocks are stated at valuation.

Maintenance of Premises

The cost of routine corrective maintenance is charged to the income and expenditure account in the period
it is incurred.
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COLEG MEIRION-DWYFOR

NOTES TO THE FINANCIAL STATEMENTS i

Provisions

Provisions are recognised when the College has a present legal or constructive obligation as a result of a
past event, it is probable that a transfer of economic benefit will be required to settle the obligation and a
reasonable estimate can be made of the size of the obligation.

Taxation

As an exempt charity the College benefits by being broadly exempt from corporation tax on
income it receives from tuition fees, interest and rents.

The College is exempted from levying VAT on most of the services it provides to students. For
this reason the College is generally unable to recover input VAT it suffers on goods and services
purchased.

Leases

All leases are regarded as operating leases and the payments made under them are charged to the income
and expenditure account on a straight line basis over the lease term.

Financial Contingency Fund

The Financial Contingency Fund grant from the Welsh Assembly (DELLS) is available solely for students; the
College acts only as a paying agent. The grants and related disbursements are therefore excluded from the
Income and Expenditure account, except for the 5 per cent of the grant received which is available to the
College to cover administration costs relating to the grant. Details of transactions within the Fund are shown
separately in note 31.
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COLEG MEIRION-DWYFOR
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2006

2 Department of Education, Lifelong Learning and Skills (DELLS)

2006 2005
as restated
£ £
Recurrent grant 5,002,149 4,838,405
Pay Award Funding 1,147,989 524,519
Work Based Learning 122,874 92,429
Other Specific grants 307,036 168,459
Section 6(5) 44,761 34,987

Release of deferred capital grant
- Buildings 227,228 201,219
- Equipment 108,706 187,189
6,960,743 6,047,207

* the 2005 income has been restated to identify the pay award and work based learning grants separately

3 Tuition Fees and Education Contracts

2006 2005

as restated
£ £

U.K. further education student fees 80,402 87,701

Higher Education fees 4,200 3,400
Examination Fees 5,121 5,490

Total fees paid by or on behalf of individual students 89,723 96,591

Higher education income: Franchised 102,495 120,795

New Deal 663 7,483

CITB 101,210 47,324

Other Contracts 121,077 94,404

Total education contracts 325,445 270,006

Total 415,168 366,597

* the 2005 income has been restated to identify the CITB income separately
4 Research grants and contracts

2006 2005

£ £

Research grants and contracts 244,953 117,134
244,953 a7z
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COLEG MEIRION-DWYFOR
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2006

5 Other income
2006 2005
£ £
Catering and residence operations 187,487 178,974
Release of deferred capital grants: non-DELLS 41,578 6,813
Farming activities 347,715 327,910
European funds 152,881 162,567
Other income generating activities 31,722 32,867
Other income 210,244 202,201
971,627 911,332
6 Investment income
2006 2005
£ £
Income from investments 10,981 9,698
Other interest receivable 156,887 151,868
167,868 161,566
7 Staff costs

The average monthly number of persons (including senior post holders) employed by the College during the
year, expressed as full-time equivalents was:
2006 2005
number number
as restated

Teaching departments 133.9 131.4
Teaching support services 10.0 9.1
Other support services 154 15.9
Administration and central services 19.9 20.8
General education 2.0 2.9
Premises 7.6 6.7
Consultancy 2.7 1.8
Other income generating activities 0.7 0.7
Catering and residences 9.3 8.9
Farming 49 5.0
206.4 2082

* the 2005 staff numbers have been restated following the reclassification of members of administration staff as other
support services staff.

Staff costs for the above persons : 2006 2005
as restated

£ £

Wages and salaries 5,035,837 4,727,042
Social security costs 370,520 342,902
Other pension costs (including FRS 17 adjustment) 638,404 522,720
Exceptional restructuring costs 44,757 35,143
6,089,518 5,627,807

* the 2005 staff costs have been restated to include FRS 17 adjustment.
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COLEG MEIRION-DWYFOR
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2006

7 Staff costs (continued)

2006 2005

as restated
£ £

Teaching departments 4,211,603 3,825,674
Teaching and learning support services 452,681 396,912
Other support services 169,807 151,924
Administration and central services 637,302 704,659
General education 49,649 70,541
Premises 151,690 132,258
Consultancy 94,642 64,740
Other income generating activities 15,209 14,065
Catering and residences 157,724 130,332
Farming 104,454 101,559
Sub-total 6,044,761 5,592,664
Exceptional restructuring costs 44,757 35,143
Total 6,089,518 5,627,807

* the 2005 staff costs have been restated following both the reclassification of staff and FRS 17 adjustment.

During the period, pay awards were granted as follows:

Effective Date Pay Award
Farm Workers 1st October 2005 3.30%
All other staff 1st April 2005 2.50%
All other staff 1st August 2005 0.75%

In addition to the above pay awards, agreement was reached, under the Welsh Assembly Government Schools and
Further Education pay parity initative, for implementation of a minimum hourly rate of £6 from 1st April 2005 and the
introduction of a new management pay spine.
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COLEG MEIRION-DWYFOR
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2006

8 Emoluments of the Principal and higher paid employees

A higher paid employee is defined as the Principal and any employee whose total emoluments during the
accounting period under review exceed £50,000. Emoluments include salary, the taxable part of any
expense allowances and the employer's pension contribution.

Number Number
2006 2005
The number of higher paid post-holders including the Principal 6 2

The number of staff including the Principal and Vice-Principal who received emoluments in the following

ranges was :
Number Number
2006 2005
£50, 001-£60, 000 5 1
£60, 001-£70, 000 0
£70, 001-£80, 000 1 1
Emoluments of the Principal and higher paid employees was :
2006 2005
£ £
Salaries 292,261 107,565
Benefits in Kind 7,070 4,641
Pension Contributions 39,455 14,521
Total emoluments 338,786 126,727

The above emoluments include amounts payable to the Principal who is the highest paid post-holder of:

2006 2005

£ £
Salary 64,500 61,404
Benefits in kind 3,937 3,508
Pension contributions 8,707 8,290

77,144 73,202

The pension contributions in respect of the Principal and higher paid post-holders are in respect of employer's
contributions to the Teachers' Pension Scheme and are paid at the same rate as for other employees.

The members of the Corporation other than the Principal and the staff members did not receive any payment
from the College other than the reimbursement of travel and subsistence expenses incurred in the course
of their duties.

Overseas activities

No costs were incurred during 2005/2006 in respect of overseas activities other than by staff and students in
course related overseas activities.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 JULY 2006

9 Other operating expenses

2006 2005
as restated
£ £
Teaching and learning departments 528,565 507,412
Other support services 244,525 259,387
Administration and central services 231,160 244,198
General education expenditure 62,982 39,645
Premises costs 625,468 520,284

Payments made under Schedule 6(5) of the Further
and Higher Education Act 1992 44,761 34,987
Consultancy 77,286 47,113
Other income generating activities 53,764 38,832
Catering and residences 104,445 88,408
Farming 265,780 224,240

2,238,736 2,004,506
* the 2005 operating expenses have been restated following the revised classification of examination fees.

10 Operating profit is stated after charging: 2006 2005
£ £

Auditors' remuneration
- Financial statements audit 17,390 12,367
- Internal audit 14,100 12,925
- Other services from either external or internal auditors 4,217 9,918
Hire of plant and machinery - operating leases 7,026 5,468
Hire of other assets - operating leases 62,844 68,577
105,577 109,255

11 Interest Payable

The interest payable relates to the net expected return on the LGPS pension schemes assets and the interest payable
on the pension scheme liabilities.

2006 2005
as restated
£ £
20,000 22,000

20,000 22,000

* the 2005 interest payable has been restated for FRS 17 adjustment.
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12 Prior year adjustment
The prior year adjustment relates to the full implementation of FRS 17.

FRS17 requires the assets of defined benefit pension schemes, such as the local government scheme, to be measured
at market value at each balance sheet date, and the liabilities to be measured using a specific valuation method and

to be discounted using a corporate bond rate. Any resulting share of the pension scheme surplus or deficit is recognised
on the College balance sheet. Any resulting gains and losses are recognised in the statement of total recognised gains
and losses rather than being recognised gradually in the income and expenditure account.

The adoption of FRS17 has resulted in the following impact on the income and expenditure account and statement of
total recognised gains and losses. In accordance with the transitional arrangements of FRS17, these figures have been
reported in the notes to the accounts since the year ending 31 July 2001.

2005
£
Income and expenditure account reserve as previously stated 3,020,117
Pension deficit at 1 August 2004 (1,031,000)
Employer service cost (164,000)
Employer contributions 176,000
Net interest/return on assets (22,000)
Actuarial loss (251,000)
Income and expenditure account reserve as restated 1,728,117
Analysis of prior year adjustment
Adjustment to opening Income and Expenditure Account Reserve at 1 August 2004 (1,031,000)
Adjustment to Income and Expenditure account for year ended 31 July 2005 (10,000)
Adjustment to Statement of Total Recognised Gains and Losses for the year ended 31 July 2005 (251,000)
(1,292,000)
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13

Tangible fixed assets
Land and Buildings

Short-term
Freehold Leasehold Equipment Total
£ £ £ £
Cost or valuation
At 1 August 2005 11,834,845 790,574 2,340,893 14,966,312
Additions 658,232 32,844 228,469 919,545
Disposals 0 0 (37,693) (37,693)
At 31 July 2006 12,493,077 823,418 2,531,669 15,848,164
Depreciation
At 1 August 2005 2,254,105 48,723 1,736,361 4,039,189
Charge for the year 302,856 23,549 182,288 508,693
Eliminated on Disposal 0 0 (37,693) (37,693)
At 31 July 2006 2,556,961 72,272 1,880,956 4,510,189

Net Book Value at 31st
July 2006 9,936,116 751,146 650,713 11,337,975
Net Book Value at 31st
July 2005 9,580,740 741,851 604,532 10,927,123
Inherited 4,197,595 0 0 4,197,595
Financed by capital grant 5,470,264 751,146 437,124 6,658,534
Other 268,257 0 213,589 481,846
Net Book Value at 31st
July 2006 9,936,116 751,146 650,713 11,337,975

The transitional rules set out in FRS 15: Tangible Fixed Assets have been applied on implementing FRS 15.
Accordingly, the book values at implementation have been retained.

Land and buildings were valued for the purpose of these financial statements on the basis of Open
Market Value for Existing Use (OMV) or Depreciated Replacement Cost (DRC). OMV has been used
where the assets are not considered to be in specialised College use. DRC has been used in all other
cases. Valuations were performed by the County Valuer, Gwynedd County Council in 1994 and Drivers
Jonas, Chartered Surveyors, in 1996. Other tangible fixed assets inherited from the Local Education
Authority at incorporation have been valued by the corporation on a DRC basis.

Assets with a net book value of £5,905,247 have been part-financed by Exchequer funds. Should these
assets be sold, the College may be liable, under the terms of the Financial Memorandum with DELLS, to

surrender the proceeds.

If inherited assets had not been valued they would have been included with a net book value of Nil.
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14 Stocks
2006 2005
£ £
Raw materials, consumables and livestock 261,505 278,997
261,505 278,997
15 Debtors
2006 2005
£ £
Trade debtors 185,343 189,155
Other debtors 30,531 12,494
Prepayments and accrued income 524,318 381,205
740,192 582,854
16 Creditors : amounts falling due within one year
2006 2005
£ £
Trade creditors 190,981 219,979
Other creditors 131,412 216,980
Accruals and deferred income 546,114 273,986
Unapplied Capital Grants 609,849 840,401
1,478,356 1,551,346
17 Provisions for liabilities and charges
£
At 1 August 2005 305,389
Net Contribution during year (3,477)
At 31 July 2006 301,912

The provision relates to the cost of enhanced pensions the College is to bear due to early retirements.
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18

19

Deferred capital grants

Welsh Assembly Other Total
Government Grants Grants
£ £ £
At 1 August 2005
Land & buildings 5,722,332 37,699 5,760,031
Equipment 448,369 12,821 461,190
Total 6,170,701 50,520 6,221,221
Grants Recognised
Land & buildings 648,353 42,724 691,077
Equipment 98,707 25,039 123,746
Released to income and
expenditure account
Land & buildings 227,226 2,472 229,698
Equipment 125,814 21,998 147,812
At 31 July 2006
Land & buildings 6,143,459 77,951 6,221,410
Equipment 421,262 15,862 437,124
Total 6,564,721 93,813 6,658,534
Reserves
Revaluation Income and Pension Total
reserve expenditure reserve
account
as restated as restated
£ £ £ £
At 1 August 2005 4,060,091 3,020,117 0 7,080,208
Prior year adjustment in respect of FRS17 0 0 (1,292,000) (1,292,000)
At 1 August 2005 restated 4,060,091 3,020,117 (1,292,000) 5,788,208
FRS 17 movement 0 0 (64,000) (64,000)
Transfers between reserves re:
- Depreciation on revalued assets (88,623) 88,623 0 0
- Sale of Inherited Asset 0 0 0 0
- Transfer between reserves 0 0 0 0
Retained deficit for the year 0 (50,035) (45,000) (95,035)
At 31 July 2006 3,971,468 3,058,705 (1,401,000) 5,629,173
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20 Pension and similar obligations

The College's employees belong to two principal pension schemes, the Teachers' Pension Scheme (TPS)
for academic and related staff and the Local Government Pension Scheme (LGPS) for non-teaching staff,
which is managed by Gwynedd Council. Both are defined-benefit schemes.

Total pension cost for the year
Year Ended Year Ended
31 July 2006 31 July 2005
as restated

£ £

Contributions to TPS 397,361 367,514
LGPS : Charge to the Income and Expenditure account (staff cost) 214,649 172,285
Enhanced pension charge to Income and Expenditure Account (staff cost) 23,856 36,532
635,866 576,331

The pension costs are assessed in accordance with the advice of independent qualified actuaries. The latest
actuarial valuations of the TPS was 31 March 2001 and the LGPS 31 March 2004.

a) Teachers' Pension Scheme (TPS)

The Teachers' Pension Scheme is an unfunded defined benefit pension scheme. Contributions on a pay
as you go basis are credited to the exchequer under arrangements governed by the Superannuation Act 1972.
A notional asset value is ascribed to the scheme for the purpose of determining contribution rates.

The pension cost is assessed every five years in accordance with the advice of the government actuary.
The assumptions and other data that have the most significant effect on the determination of the
contribution levels are as follows:

Latest actuarial valuation: 31st March 2001
Actuarial method Prospective benefits
Investment returns per annum 7 % per annum
Salary scale increases per annum 5 % per annum
Market value of assets at date of last valuation £142,880 million
Proportion of members' accrued benefits covered by

the actuarial value of the assets 100%

Following the implementation of Teachers' Pensions (Employers' Supplementary Contributions) Regulations
2000 the government actuary carried out a further review on the level of employers' contributions. For the
period 1st August 2005 to 31st July 2006 the employers contribution rate was 13.5%.

An appropriate provision in respect of unfunded pensioners' benefits is included in provisions.
FRS 17

Under the definitions set out in Financial Reporting Standard 17 (Retirement Benefits), the TPS is a multi-
employer pension scheme. The College is unable to identify its share of the underlying assets and liabilities
of the scheme. Accordingly, it has taken advantage of the exemption under FRS17 and has accounted for its
contributions as if it were a defined contribution scheme. The College has set out above the information
available on the deficit in the scheme and the implications for the College in terms of anticipated contribution
rates.
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b) Local Government Pension Fund

The Gwynedd County Council Superannuation Fund is a funded defined benefit scheme, with the assets

held in separate trustee administered funds.

The employer's contribution rate from 1st April 2005 to 31st March 2006 was 15.3%, and increased to 17.3%
on 1st April 2006. The employee rates remained unchanged at 6% (5% for manual employees who have
been members of the scheme since before 1 April 1998).

The total contribution made for the year ended 31 July 2006 was £296,478 (2004/05 : £244,968), of which

employer's contribution totalled £214,649 (2004/05 : £172,285) and employees’ contributions totalled £81,823.

FRS 17

The following information is based upon a full actuarial valuation of the Fund at 31 March 2004 updated to
31 July 2006 by a qualified independent actuary.

Financial Assumptions

The financial assumptions used for the purpose of the FRS17 calculations as at 31 July 2004, 31July 2005

and 31 July 2006 are shown below.

Inflation

Rate of increase in salaries
Rate of increase for pensions
Discount rate for liabilities

Expected Return on Assets

31st July 2006
% per annum
3.1%

4.6%

3.1%

5.1%

31st July 2005 31st July 2004
% per annum % per annum

2.8%
4.3%
2.8%
5.0%

2.9%
4.4%
2.9%
5.8%

The expected return on assets is based on the long-term future expected investment return for each asset
class at the beginning of the periods i.e. as at 31 July 2006 for the year to 31 July 2007.

Long term rate

Long term rate Long term rate

of return of return of return
expected at expected at expected at
31 July 2006 31 July 2005 31 July 2004
Equities 7.7% 7.3% 7.9%
Bonds 4.7% 4.7% 5.4%
Property 5.7% 5.4% 6.7%
Cash 4.8% 4.5% 4.5%
Total market value of Assets (whole fund)
Value at Value at Value at
31st July 2006 31st July 2005 31st July 2004
£'(000) £'(000) £'(000)
Equities 535,400 474,200 376,900
Bonds 108,300 90,400 77,300
Property 69,100 44,400 41,300
Cash 11,700 19,200 10,500
Total 724,500 628,200 506,000
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Total market value of Assets (College estimated share)

Value at Value at Value at
31st July 2006 31st July 2005 31st July 2004
£'(000) £(000) £'(000)
College's estimated asset share 3,094 2,575 2,356
Present value of liabilities (4,495) (3,867) (3,386)
Deficit in the scheme (1,401) (1,292) (1,030)
Analysis of the amount charged to income and expenditure account
Year to Year to
31st July 2006 31st July 2005
£'(000) £(000)
Employer service cost (net of employee contributions) 241 164
Past service cost 0 0
Total operating charge 241 164
Analysis of pension finance income / costs
Expected return on pension scheme assets 179 179
Interest on pension liabilities (199) (201)
Pension finance income / (costs) (20) (22)
Amount recognised in the statement of total recognised gains and losses (STRGL)
Year to Year to
31st July 2006  31st July 2005
£'(000) £'(000)
Actual return less expected return on pension scheme assets 136 282
Experience gains and losses arising on the scheme liabilities 1 22
Change in financial and demographic assumptions underlying the scheme liabilities (201) (555)
Actuarial loss recognised in STRGL (64) (251)
Movement in deficit during the year: Year to Year to
31st July 2006  31st July 2005
£'(000) £'(000)
Deficit in scheme at 1 August (1,292) (2,031)
Movement in year:
- Current service cost (241) (164)
- Contributions 216 176
- Past service costs 0 0
- Net return on assets (20) (22)
- Actuarial gain or (losses) (64) (251)
Deficit in scheme at 31 July (1,401) (1,292)
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History of experience gains and losses

Year to Year to Year to Year to
31st July 2006  31st July 2005 31st July 2004 31st July 2003
£'(000) £'(000) £'(000) £'(000)
Difference between the expected and
actual return on assets 136 282 56 5)
Value of Assets 3,094 2,575 2,356 1,929
% of scheme assets 4.4% 10.9% 2.4% -0.3%
Experience gains/(losses) on liabilities 1 22 1) (45)
Total present value of Liabilities 4,495 3,867 3,387 2,969
% of scheme liabilities 0.0% 0.6% 0.0% -1.5%
Total amount recognised in STRGL (64) (251) 51 (504)
% of scheme liabilities -1.4% -6.5% 1.5% -17.0%
21 Reconciliation of Operating Surplus/Deficit to Net Cash Inflow/Outflow from Operating Activities
2006
£
Operating deficit (264,456)
Depreciation 508,693
Deferred capital grant released to income (377,510)
Pension cost less contributions payable 45,000
Decrease / (Increase) in debtors (157,338)
Decrease / (Increase) in stocks 17,492
(Decrease) / Increase in creditors (72,959)
(Decrease) / Increase in provisions (3,477)
Net cash flow from operating activities (304,555)
* the 2005 reconciliation has been restated to include FRS 17
22 Returns on Investments and Servicing of Finance
2006
£
Interest received 156,887
Income from investments 10,981
Net cash inflow from returns on investments and
servicing of finance 167,868

Year to
31st July 2002
£'(000)

(410)
1,643
-25.0%

2,188
0.2%

(198)
-9.0%

2005
as restated
£
(720,990)
508,947
(395,221)
10,000
142,360
(64)
234,187
36,532

(184,249)

2005

151,868
9,698

161,566
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23

24

25

26

27

28

Capital Expenditure and Financial Investment

2006 2005
£ £
Purchase of tangible fixed assets (919,545) (697,342)
Sales of tangible fixed assets 1,553 185,393
Deferred capital grants received 814,823 430,828
Net cash inflow from capital expenditure
and financial investment (103,169) (81,121)
Analysis of changes in net funds
At At
1 August 2005 Cash Flow 31 July 2006
£ £ £
Cash in hand and at bank 3,295,186 (247,502) 3,047,684
Current asset investments 74,003 7,646 81,649
3,369,189 (239,856) 3,129,333
Major Non-Cash Transactions
There were none during the year.
Post balance sheet events
There have been no post balance sheet events which require disclosure
Capital commitments
2006 2005
£ £
Commitments contracted for at 31 July 978,399 335,803
Financial commitments
At 31 July, the College had annual commitments under non-cancellable operating leases as follows:
2006 2005
£ £
Land and buildings
Expiring within one year 0 0
Expiring between two and five years inclusive 0 0
Expiring in over five years 0 0
0 0
Other
Expiring within one year 4,350 0
Expiring between one and five years inclusive 65,520 68,703
Expiring in over five years 0 0
69,870 68,703
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29 Contingent Liability
There are no contingent liabilities requiring disclosures at the year end.

30 Related Party Transactions
Due to the nature of the College's operations and the composition of the board of governors (being drawn from
local public and private sector organisations), it is inevitable that transactions will take place with organisations
in which a member of the board of governors may have an interest. All transactions involving organisations in
which a member of the board of governors may have an interest are conducted at arm's length and in
accordance with the College's financial regulations and normal procurement procedures.

31 Financial Contingency Funds

Welsh Assembly Government grants are available solely for students; the College acts only as a paying agent. The
grants and related disbursements are therefore excluded from the Income and Expenditure Account.

2006 2005

£ £

Welsh Assembly Government Grants 145,592 201,565
Interest earned 990 1,463
146,582 203,028

Disbursed to students 121,253 176,624
Administrative Fee 3,136 4,277
Audit fees 400 400
Balance unspent at 31 July 21,793 21,727
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INDEPENDENT AUDITORS REPORT TO THE GOVERNING BODY OF
COLEG MEIRION-DWYFOR

We have audited the financial statements of Coleg Meirion-Dwyfor for the year ended 31 July 2006, which comprise the
Income and Expenditure Account, the Balance Sheet, the Cash Flow Statement, the Statement of Total Recognised
Gains and Losses and the related notes. These financial statements have been prepared under the historical cost
convention as modified by the revaluation of certain fixed assets and in accordance with the accounting policies set

out therein.

This report is made solely to the Corporation's members, as a body. Our audit has been undertaken so that we might
state to the Corporation's members those matters we are required to state to them in an auditor's report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume any responsibility to anyone other than the
Corporation and the Corporation's members as a body, for our audit work, for this report, or for the opinions we have
formed.

Respective Responsibilities of the Governing Body and the Auditors

As described in the Statement of Governing Body's Responsibilities, the Governing Body is responsible for the preparation
of the Report of the Governing Body and the financial statements in accordance with the Accounts Direction issued by
National Welsh Assembly Government - Welsh Assembly Government, the Statement of Recommended Practice -
Accounting for Further and Higher Education, applicable law and United Kingdom Accounting Standards.

Our responsibilities is to audit the financial statement in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK & Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Accounts Direction issued by the National Assembly Government - Welsh Assembly
Government and the Statement of Recommended Practice - Accounting for Further and Higher Education.

We also report to you if, in our opinion, in all material respects, monies expended out of National Welsh Assembly
Government - Welsh Assembly Government grants and other funds from whatever source administered by the Institution
for specific purposes have been properly applied to those purposes and, if appropriate, managed in compliance with all
relevant legislation and whether in our opinion, in all material respects, income has been applied in accordance with the
financial memorandum with the National Welsh Assembly Government - Welsh Assembly Government.

We also report to you if, in our opinion, the Members' Report is not consistent with the financial statements, if the
Institution has not kept proper accounting records, the accounting records do not agree with the financial statements
or if we have not received all the information and explanations we require for our audit.

We read the Report of the Governing Body including the corporate governance statement and the statement of
internal controls and consider the implications for our report if we become aware of any apparent misstatement
within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK & Ireland) issued by the Auditing
Practices Board and the Audit Code of Practice issued by the National Welsh Assembly Government - Welsh Assembly
Government. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements . It also includes an assessment of the significant estimates and judgements made by the
Institution's Governing Body in the preparation of the financial statements and of whether the accounting policies are
appropriate to the Institution's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregularity or error. In forming
our opinion we also evaluated the overall adequacy of the presentation of the information in the financial
statements.
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Opinion

In our opinion:

a) the financial statements give a true and fair view of the state of the Institution's affairs as at 31 July 2006
and of its surplus of income over expenditure and cash flow for the year ended, and have been properly
prepared in accordance with the Accounts Direction issued by the Welsh Assembly Government and the
Statement of Recommended Practice - Accounting for Further and Higher Education;

b) in all material respects, monies expended out of Welsh Assembly Government grants and other funds from
whatever source administered by the Institution for specific purposes have been properly applied to those
purposes and, if appropriate, managed in compliance with all relevant legislation;

c) in all material respects, income has been applied in accordance with the financial memorandum with the

National Welsh Assembly Government.

Bentley Jennison
CHARTERED ACCOUNTANTS AND REGISTERED AUDITORS
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