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Our core activities are:
•   Providing airports which meet regulatory
standards and support essential
transport connectivity.

•   Maintaining and developing airport
infrastructure and services.

•   Working with airlines and stakeholders
to maintain and develop scheduled,
charter and freight air services.

Our mission:
To provide and operate safe, secure 
and efficient airports which support 
the communities we serve.

Our goal is to:
•  Provide airports that enable air
transport to fulfil its essential role 
in Scotland’s diverse regions.

•  Work with stakeholders to develop
sustainable air connectivity that
supports socio-economic development
in Scotland.

•  Advise Scottish Ministers on future
developments and resource allocation
through robust strategic planning and
effective collaboration with airport
users and stakeholders.

Supporting Scotland’s
sustainable development
We work closely with our customers and
stakeholders to ensure that our strategic
goals support sustainable development
within the communities we serve and 
are aligned with the policy objectives 
of the Scottish Government.

Wealthier and Fairer – our airports
provide access to air transport
connections which support sustainable
economic growth and social inclusion.

Healthier – our airports facilitate 
access to healthcare services for 
remoter communities.

Safer and Stronger – air links enhance
the attractiveness of the communities 
we serve as places in which to live, 
work and invest.

Smarter – air links provide access 
to education, employment, skills and
resources which contribute to the 
socio-economic viability of more 
remote communities.

Greener – reducing the environmental
impact of providing airports through
resource efficiency contributes towards 
a greener Scotland.

HIAL was incorporated in Edinburgh
on 4 March 1986 as a private limited
company. On 1 April 1995, ownership
of the company transferred from theUK
Civil Aviation Authority to the Secretary
of State for Scotland and subsequently
to the Scottish Ministers.

HIAL receives subsidies from the
Scottish Government in accordance
with Section 34 of the Civil Aviation
Act 1982 and is sponsored by the
Transport Scotland - Aviation,
Maritime, Frieght and Canals
Directorate.

The 2010/11 HIAL Annual Report
and Group Financial Statements
have been submitted to the
Scottish Ministers.

WHO WE ARE

Highlands and Islands Airports Ltd (HIAL) is
a private limited company wholly owned by
Scottish Ministers and is responsible for the
management and operation of 11 airports.

Our airports are located at: Barra;
Benbecula; Campbeltown; Dundee;
Inverness; Islay; Kirkwall; Stornoway;

Sumburgh; Tiree; and Wick.

Working with stakeholders, we are
committed to supporting the essential

socio-economic role of aviation in Scotland
through the maintenance and development

of our airports.

Barra:
10,359

Tiree:
8,174

Islay:
26,224

Campbeltown:
8,961

Benbecula:
33,050

Stornoway:
117,439

Sumburgh:
152,695

Kirkwall:
144,369

Wick:
25,006

Dundee:
70,089

Inverness:
536,471
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PASSENGERS AND FREIGHT FOR YEAR ENDED 31 MARCH 2011

                                                                                           PASSENGERS                                                                   FREIGHT

                                                   TOTAL                                  Terminal                              Transit                                    Tonnes

BARRA                               10,359            -0%            10,359            -0%                      0        -100%                         29          +0%

BENBECULA                     33,050            -1%            32,497            -0%                 553            -6%                       466          -12%

CAMPBELTOWN                 8,961            -3%               8,961            -3%                      0        -100%                            1          +0%

INVERNESS                     536,471            -8%           534,185            -8%              2,286          -67%                    1,833         -35%

ISLAY                                 26,224            -3%            25,900            -4%                  324        +80%                       287            -7%

KIRKWALL                       144,369            -6%          130,034            -7%             14,335         +10%                       132         -83%

STORNOWAY                  117,439            -4%           115,346            -5%              2,093      +102%                    1,659          +2%

SUMBURGH                    152,695          +7%           148,759          +7%              3,936            -6%                        979            -1%

TIREE                                    8,174            -5%               7,974            -4%                 200          -11%                         49            -6%

WICK                                 25,006            -0%            23,530          +7%               1,476          -50%                            1          -50%

TOTAL                            1,062,748            -5%        1,037,545            -5%            25,203          -14%                    5,436          -24%

DUNDEE                            70,089            -7%

TOTAL                            1,132,837               

ANNUAL TRAFFIC STATISTICS 
FOR THE YEAR ENDED 2010/11

BOARD OF DIRECTORS
AND MANAGEMENT TEAM

Back Row (L-R)
Andrew Castell
Non-Executive Director 
Gillian Haston
Head of HR & 
Organisational Development
Inglis Lyon
Managing Director
Lynda Johnston
Head of Business Development
Grenville Johnston
Chairman
Norman Ross
Financial Controller & 
Company Secretary

Front Row (L-R)
Alistair Goodlad
Non-Executive Director
Mike Cantlay
Non-Executive Director 
Mark Stuart
Director of Operations
Linn Phipps
Non-Executive Director 

The Board is responsible for determining
the company strategy, taking into account
the Scottish Ministers’ expressed policy 
to encourage sustainable economic
development.

The Board is composed of six members.
The non-executive Chairman, the
executive Managing Director and four
non-executive Directors are appointed 
by Scottish Ministers.

BOARD OF DIRECTORS

HIAL’s Board of Directors is accountable to the Scottish
Ministers. The Board operates under its Members Code of
Conduct, which is derived from the Model Code produced
by the Standards Commission of Scotland, together with
recognition of other published corporate governance guidelines.

AIRCRAFT MOVEMENTS FOR YEAR ENDED 31 MARCH 2011

                                       TOTAL                          Public Transport                            Positioning               Other*                  Military

                                                                 Fixed Wing                   Rotary                                                                                        

BARRA                      1,246       -9%        1,176       -4%              0     +0%              1     +1%            69     -54%              0     +0%

BENBECULA            4,284       -9%       2,805     -10%          418     -23%          254    +11%          692     -13%           115 +400%

CAMPBELTOWN      2,350     +0%       1,207       -8%            54     -35%              1     -67%          228     -47%          860   +64%

INVERNESS            28,103       -3%      11,516     -21%       1,533     -14%        1,313     -26%     13,668   +27%            73    -46%

ISLAY                        2,853     +9%       1,758   +15%          156   +16%            23     -26%          774       -3%          142     +4%

KIRKWALL              14,338       -9%      11,322       -2%          367       -1%          359     +1%       2,276     -33%            14     -70%

STORNOWAY         11,012       -4%       6,841     -13%          283     +4%          433   +33%       3,312   +12%          143 +123%

SUMBURGH           11,595       -1%       7,008     +6%          913   +29%          730     -37%       2,918     -11%            26     -13%

TIREE                         1,213       -6%          999       -6%            45   +18%              6 +200%          163     -16%              0     +0%

WICK                        4,529     -27%       2,026       -6%          342     -37%          751       -4%       1,345     -47%            65     -59%

TOTAL                     81,523       -6%     46,658       -8%        4,111       -8%       3,871     -17%     25,445     +1%       1,438   +29%

DUNDEE                 35,407       -9%

TOTAL                   116,930          

* Other includes business aviation flights, executive, fleet, freight/cargo, private & club, training, test, overflights and search & rescue.
Where significant, the percentage changes over the previous year are shown.

GROUP OPERATING PERFORMANCE 

Capital project                                                                                                      Airport                      Investment (£)
Aeronautical Ground Lighting                                                                                   Islay                                   1.6M

Runway resurfacing                                                                                            Dundee                                   1.5M

Voiceswitch TECHNOLOGY??                                                                           Various                                   0.4M

Generator and Aeronautical Ground Lighting Control System                          Inverness                                    1.1M

Runway resurface                                                                                           Sumburgh                                   1.9M

Aeronautical Ground Lighting                                                                                  Wick                                   1.9M

                                                                                                                                                                           8.4M
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A year ago we faced a reduction 
in our revenue grant from the Scottish
Government of £1,100,000. We have
made huge efforts to achieve these
savings through reducing operating
costs, insurance costs, fuel and power
costs, and payroll costs but we have 
not compromised safety in any way. 

Security and safety remain a constant
subject of Board meetings. Our in-house
security company has continued to train
staff to a high level of commitment
coupled with a user-friendly approach.
Our safety systems and reporting thereof
have been improved. The whole question
of security in the islands has been the
subject of discussion in the light of the
EC 300 regulation (which regulates
Aviation Security in the European Union)
and any possible relaxation of the
standards. This is a difficult subject 
and we await comments from the
Westminster Parliament. 

The appointment of Roxhill Developments
to spearhead our activities in Inverness
Airport Business Park will result in 
real progress around Dalcross. This
investment, with our partners, Moray
Estates, Highlands and Islands Enterprise
and Highland Regional Council should
now start to provide construction work,
jobs and future business for the airport. 

In its continuing efforts to engage with
the public the Board held open days 
in Kirkwall, Lerwick and Stornoway. The
attendance was modest but welcome.
The feedback we received most helpful.
One suggestion has resulted in a change
in our website on reporting arrivals and
departures. Car parking charges were
high on the agenda in these locations!
We have decided to delay any decision
on these charges. 

There have been no major changes in our
airports. But it is worth recording that the
Macrihanish Airport Community Company
has indicated an interest in acquiring
Campbeltown Airport from the Ministry 
of Defence. We remain in contact with
them about the future arrangements. 

Since the end of our financial year and
looking ahead we congratulate our
Managing Director and flybe on reaching
agreement to commence a service to
Amsterdam from Inverness on a daily
basis. This is hugely significant for the
Highlands and I urge the population in
our area to make full use of this excellent
connectivity. All our airlines contribute
hugely to our success but mention must
be made of Loganair who provide the
back bone of our island services and 
do so extremely well. 

Dr Mike Cantley and Andrew Castell have
been re-appointed to the Board for a
further term of three years. I thank them
and the rest of the Board for their support
during a difficult year. However special
praise goes to all our staff for their staunch
support during a trying year as mentioned
in my first paragraph. They never fail to be
cheerful and have always gone the extra
mile for our customers and airlines. 

Grenville Johnston
Chairman

CHAIRMAN’S STATEMENT

Volcanic Ash at the start of our year and severe winter weather
towards the end has had a considerable effect on our results.
The former cost the company £600,000 in lost revenues and
the latter £1,900,000 in costs. The fact that we were able to
complete the year with a loss worse than budget of a reduced
sum of £1,521,000 speaks volumes for our staff in finding
savings during a most difficult period. 
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our carbon reduction program, we will
progress our environmental aims of
reducing the impact of our operations and
achieving increased resource efficiency.
By reducing energy and fuel consumption,
we will also reduce business costs.

Our airports have been gradually
implementing energy efficiency measures
and this effort has been escalated with 
the completion of a programme of energy
audits. These audits have highlighted
established good practices, which can 
be shared between the airports, as well as
a variety of new energy saving measures.
They also identified potential renewable
energy opportunities, which we are
enthusiastic to explore further.  

Our people
We cannot develop our organisation
without first developing our people. I am
pleased to say that our apprenticeship 
and management trainee programme is
now firmly established with a further intake
scheduled forNovember2011.We continue
to develop the skills base of our staff and
congratulations are due to Matthew Lyon,
HIALsMotorTransport apprentice who was
the Inverness College Student of theYear.

We have strengthened the management
team and improved our functional expertise
with the appointment of Lynda Johnston
and Mark Stuart as Head of Business
Development and Director of Operations
respectively, and I am delighted to welcome
them to the Group.

Following the transfer of the security
operation in to the HIAL Group we have
consolidated the position with an extensive

training programme to ensure both 
regulatory and compliance and to reinforce
our customer facing role, and thus far the
results are encouraging.

Two dual valid Air Traffic Controllers
(ATCOs) are trained and and two Mobile
ATCOs are in training thus dramatically
reducing our vulnerability to staff shortages,
as highlighted as a potential issue last year.

Finally, this year we have started work 
on the initial training programme for fire
fighters which if successful will deliver 
the complete training programme in-house
thus delivering both fiscal and practical
benefits.

Group operating performance
As a result of the economic situation last
year, the Scottish Government contribution
to our revenue budget fell by £1.1m, 
I am pleased to say that this incredibly
challenging target was met without
compromising passenger safety 
or experience.

During the year we have invested or
approved £8.3M in necessary capital
works across the company. We have also
chosen to invest in new technologies
designed to make the administration of 
the business simpler and more efficient
(see page 4 for Group Operating
Performance table).

Air network
Our airline partners have listened to our
customer needs and given the adverse
conditions it is to their credit that
timetables have remained stable or slightly
improved upon previous years. We will 

continue to facilitate the dialogue between
the airlines and local businesses to ensure
we continue to build upon this new era of
connectivity for the Highlands, Islands and
Dundee.

The strength of the inbound tourist market
has allowed us to approach tour operators
with confidence and as a result we have
secured more capacity between Inverness
and Zurich and Inverness and Dusseldorf
for next year.

I concluded last years statement by
highlighting the challenges we faced and
our ability to develop the business in the
face of these. One would have hoped not
to face a similar situation in the near future,
but we did, and thanks to our staff our
number one priority of safe connectivity
was maintained.

Inglis Lyon
Managing Director

Dear Stakeholder, 
At the time of writing the report we are in the fantastic position of
announcing the new Inverness to Amsterdam route, operated by
flybe, and the inaugural flight on 5th September 2011. During 2010
and early 2011, a great deal of local partnership working has made
this possible, and I must particularly thank Highlands & Islands
Enterprise for their grant contribution toward the cost of the 
new route, and recognise the financial support from HITRANs,
VisitScotland and Highland Council. It’s been a great project 
to work on due to all of the partners involved sharing the same 
vision and enthusiasm for developing global connectivity for the
Highlands and Islands.

MANAGING DIRECTOR’S STATEMENT

We also hugely benefited from good team
working amongst our airport staff and 
the airlines during the extreme weather
conditions in 2010/11. Travel disruptions
were minimised for our customers due 
to putting into practice our learning from
similar conditions the previous year.

The year was also unusual given the impact
of the volcanic ash from the Icelandic
volcano Eyajafjall, which lead to an
unfortunate 39 days of travel disruption 
for customers across the 11 HIAL airports
ranging from days of complete airport
closure to the loss of a single trip. 

When combined, both series of events
have impacted both on revenue and spend
with our passenger numbers down some
35,600 when compared against the
previous year. The airport teams and

airlines have reviewed the impact and 
one key outcome is the importance of
giving our customers up to date, accurate
travel information, and our new mobile
website was viewed over 30,000 times
during this period.

Safety and sustainability
Our airports operate in challenging
environments and we continue to operate
the HIAL safety management system. Our
staff receivecontinuoussafetymanagement
and risk identification training. I am satisfied
that our people proactively manage and
deliver a robust safety framework across
the eleven airports.

Like many other UK businesses, we
continue to face the challenge of escalating
fuel prices and a dependence on oil,
especially in our Island locations. Through
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Campbeltown
A scheduled Loganair service runs
between Glasgow and Campbeltown on
weekdays, which gives a faster alternative
to the journey by road via the stunning
Kintyre peninsula. HIAL currently lease 
the airport land from the MOD. In 2010 
the land was put up for sale and the local
community trust are developing a funding
package with local agencies to try and
purchase the land, with a number of new
land use enterprises being planned. The
buy out is at an early stage, but HIAL 
have been involved in a number of local
meetings to support and advise the
community initiative. The potential for the
renewable energy sector is important to
this area, with a wind farm manufacturing
business based here. 

Islay
Transporting over 26,000 business and
leisure travellers to and from Islay per 
year, Loganair operates daily services to
Glasgow, and in June 2010 Hebridean 
Air services commenced operating flights 
to Oban and the small island of Colonsay,
carrying over 600 passengers, including
Health Board and distillery workers. Islay
airport is very much part of the island
community and the local airport teams’
Annual Air Show in August, raised over
£4000 for the Museum of Islay Life. 
A number of private planes like to use 
this airport, especially throughout the
summer, when visitors want to visit
distilleries – there are 8 on the island –
or watch the many species of birdlife.

Tiree
The airport management are keeping up 
to date with developments on the planning
of the array of off-shore wind farm
developments, as if the Scottish Southern
Renewables development goes ahead, it
could have a major impact on the airports
business. There are regular scheduled
flights from Glasgow and Oban, serving
the islands’ population, which currently
stands at less than 900. Tourism and
croftingare themainsourcesof employment
and both benefit from the aboveUKaverage
of total hours of sunshine this island enjoys.
We work very closely with the RSPB who
leases land from the airport due to the
diverse range of wildlife that can be 
found here.

Barra
This is one of the ‘must visit’ airports –
there is nowhere else in Europe where
the beach (“An Tràigh Mhòr”, or in English
“The Big Beach”) is a runway. The airport
featured on the BBC2 documentary 
“An Island Parish” which has helped create
awareness of this stunning island and the
people who live there. There are regular
flights to Glasgow and Benbecula from
Barra, operated by Loganair. In addition to
passengers, the aircraft carries freight and
the local newspapers are brought in daily.
Another business which benefits from the
airport is the local bus operator, which
varies its timetable to meet the aircraft
arrivals and departures which in turn
depend on the timing of the tides.

Benbecula
Benbecula is part of the Outer Hebrides
located in between the North & South
Uists. There are no direct ferry services to
the mainland, therefore the daily Loganair
flights to Glasgow, Stornoway and Barra
offer key life-line services to the local
community. Benbecula has a long military
history, and the Hebrides Range army
base control centre is located at the airport
which necessitates close partnership
working during various military trials
throughout the year. There are 37 people
employed at the airport, a significant
employer for the island, and in 2010
unusually 2 brothers were promoted to
Crew Manager posts within the local team.
The airport cafe is operated by a local
business and in addition to serving home
made produce often has some impromptu
music sessions.

YOUR AIRPORTS

HIAL manages 11 airports across Scotland. These airports are
community assets, serving the needs of local people and visitors
alike, enabling efficient and effective business and leisure travel.
Each of the airports is locally managed by a team of professionals
who will always put your safety and travel needs first.

Tim Smith
Regional Manager South
Overseeing the
management of Barra,
Benbecula, Campbeltown,
Islay and Tiree airports.

Bi busaichean Chlann MhicNèill a’ coinneachadh na h-
itealain a bhios a’ tighinn à Glaschu agus Beinn na
Faoghla aig Port Àthair Eilean Bharraigh. Bi sinn a’ toirt
luchd-turais a tha a’ tadhal oirnne bho iomadh ceàrn den
t-saoghail, a bharrachd air luchd siubhail ionadail, gun
ceann-uidhe. Tha sinn ag obair gu dlùth leis an sgioba aig
a’ phort àthair gus dèanamh cinnteach gu bheil an t-
seirbheis a’ ruith cho rèith sa ghabhas. 

MacNeils Coaches meet the planes from Glasgow and
Benbecula at Barra airport. We collect passengers from 
all over the world for their holidays as well as our local
travellers. We work closely with the local airport team to
ensure we offer a joined up customer service.
Hector MacNeil, MacNeil Coaches 

Our passengers enjoy a variety of benefits when travelling to and from
Inverness Airport - which acts as the perfect gateway to the fascinating
Scottish Highlands. Our passengers always comment on the excellent
range of airport facilities which provide an excellent beginning and end
to their travels. The Falcon Travel team appreciate the great
relationship it has with Highlands & Islands Airports.
Ingrid Volmer, Falcon Travel 
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Inverness
Inverness airport opening hours extended
in October 2010 to accommodate a new,
early morning Royal Mail freight flight. 
The service fromEdinburgh created 15 new
jobs and secured the airports position as
the mail hub for the Highlands and Islands.
This new contract was won in partnership
with Loganair and special mention 
must be made to Ardersier and Petty
Community Council, our airport
neighbours, for their support.

Charter flights operated to Jersey, Malta,
Majorca, Zurich, Spain, Netherlands,
Madeira, Croatia, Bulgaria, Innsbruck,
Dusseldorf, Naples and Verona.

Schedule flights continue to operate with
easyJet to London Luton, London Gatwick
and Bristol. In addition to the Loganair inter
island flights, flybe operate to Manchester,
Birmingham, Belfast City, Southampton

and London Gatwick. As with other HIAL
airports, passenger numbers fell compared
to the previous year due to the Volcanic
Ash and severe winter conditions. 

The very first ‘top secret’ monopoly
Highlands and Islands edition was 
officially launched at Inverness airport,
which features on the new board game
and replaces the traditional property 
space Marylebone Street Station. 

Inverness team again secured Hospitality
Assured accreditation and were also the
proud category winners of the “Loo of the
Year” award for UK Airports for the second
year running. The Airport hosted the Blas
Festival for the second year running which
opened the event with a Hangar concert
which was also broadcast on BBC Alba,
and closed it with a Dinner in the terminal
building.

Supporting local causes is something the
airport team takes very seriously and in
November two current and one previous
Air Traffic Controllers took up the challenge
of a 10 day jungle trek through Thailand’s
Kanchanaburi Province (location of the
infamous Bridge over the River Kwai) 
and raised nearly £4000 for charity.

Security services employee Peter Holling
was promoted into our new Airport
Management trainee scheme in November
2010. Having been on various work
placements around the different airports
he is now consolidating that learning 
on various management projects.

Dundee
The fourth largest city in Scotland, Dundee
is home to a diversity of industry, including
biomedical, technological and digital
entertainment. There are regular flights to
Birmingham, London City and Belfast City,
in addition to popular summer charters to
Jersey. There has been a reduction in the
numbers of schedules to London City
throughout the year but to compensate
this the airline introduced a larger capacity
aircraft. The importance of maintaining
these flights for business travel were
highlighted at an inaugural Dundee 
Chamber of Commerce business breakfast
in March 2011. This airport team works
well with the local community and had 
their first annual Open Day in 2010.

Charity fund raising efforts have included
participation in the annual moonwalk in
Edinburgh and a sponsored cycle ride
from Dundee to Inverness airport. A crew
member of the Dundee Airport Fire Service
visited Paraguay to train fire services there
on operational procedures and fire fighting,
in conjunction with the International Fire
and Rescue Association.

Derrick Lang
Airport Manager, Dundee

Graeme Bell
Airport Manager, Inverness

Photo: Reaaz Mohammad

Flying from Dundee Airport is an absolute pleasure. With short check
in times, I can make the best use of my day. It feels like a family
business, from the check in and security team through to the baggage
handlers and the cleaner, everyone makes my journey and passenger
experience really positive. They are real ambassadors for the city and
will help us in the coming years to grow our local economy. I couldn't
be without this vital link!
Christopher J. Lundie, Founder & Managing Director - Covert Group

As the Highlands’ largest private sector employer and a company
operating around the world, a thriving local airport with good air links
is vital to our business. Whether as a starting point for our workers
heading to projects overseas, or as a destination for executives travelling
to meet us from elsewhere in the UK and further afield, we have always
found Inverness Airport very convenient and highly user-friendly. 
Alistair Kennedy, Director, Global Energy Group
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Stornoway
61 people are employed locally at
Stornoway airport on the Isle of Lewis.
Local man, Iain MacIver, was promoted to
Senior Air Traffic Controller (SATC) after
progressing from the Air Traffic Control
Officer role, he started his ATC training in
2001 and validated as a Controller with
HIAL in Stornoway in 2002. Local spin-off
employment includes: local trades people,
an airport caterer, car hire and taxi
services. The CHC Search & Rescue
helicopter is based at Stornoway airport,
covering a territory from the North Atlantic
to the rugged terrain of the NW Highlands.
After Inverness and FortWilliam,
Stornoway is the third largest town in the
Scottish Highlands, and regular flights

enables a number of island people to
remain living on the island but work either
on the mainland or off-shore. Scheduled
flights operate to Inverness, Benbecula,
Edinburgh and Glasgow, operated by flybe
franchise Loganair and to Aberdeen
operated by Eastern Airways. The annual
charity car club fund raiser managed by 
the local team raised over £4000 last 
year for local charities.

Kirkwall
Kirkwall airport is the main airport serving
the Orkney Islands. Through a franchise
partnership with flybe, Loganair operate
services to Inverness, Aberdeen, Glasgow,
Edinburgh, Sumburgh, in addition to some
of the internal island ‘hops’ to Sanday,
Papa Westray and North Ronaldsay. 
A number of local businesses have
customers from all over the world 
passing through this airport, including the
European Marine Energy Centre, a test
centre for the emerging marine energy
converters, situated at nearby Stromness.
There have been a number of internal
promotions within the Kirkwall team, most
significantly was the appointment of local
man Davie Berston to Airport Manager,

who has worked his way up through the
ranks, initially joining as a firefighter in
1991. Charity fund raising during 2010,
included an air display over Kirkwall bay by
a Spitfire, SE5A replica and a Pitts Special
acrobatic aircraft.

Duncan Smith
Airport Manager, Stornoway

It is unlikely our business would exist without Kirkwall airport. The
frequent flights mean the developers of the wave and tidal energy
machines we are testing can get to us and we can easily get to the
inevitable meetings South. The service is first rate, staff friendly and
the flights punctual.
Neil Kermode, Managing Director, The European Marine Energy Centre

In the last 18 months I have used Inverness Airport as a basis for
business trips to Europe, the United States and the Scottish Islands,
and for leisure breaks to London and the South East. The range of
destinations and airlines offered truly makes Inverness the gateway to
the Highlands. 
Angela Wilson, Business Development Manager, Energy North

Davie Berston
Airport Manager, Kirkwall
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Wick
The Royal National Mod, Scotland’s
premier festival of Gaelic language, arts
and culture, was held in Caithness in
October2010, and as a result, an increased
number of charter aircrafts used Wick
airport. The John O’Groats to Lands End
cycle event “Round Britain” took place last
year and returns this June flying in to Wick
to start the event. Loganair introduced a
Tuesday service to Edinburgh which gives
a six day service link to Scotland’s Capital.
Wick continues to support winch training
for North Sea Oil helicopter companies.
Our Inverness airport manager Graeme
Bell stretched his management
responsibilities to Wick airport whilst

recruitment for the new Station Manager
post was underway (recently filled by local
manWillieSutherland).Fundsweredonated
to the special needs department of Wick
High School after a charity football match
was played against the local Tesco team.

Sumburgh
The airport is located 25 miles South 
of Lerwick, the islands main centre of
population. There are up to 10 scheduled
flights per day to Inverness, Aberdeen,
Glasgow, Edinburgh and Kirkwall. The
petroleum industry (oil and gas) is the key
revenue earner for the Shetland Islands
and in autumn 2010 a CHC helicopter 
was based at Sumburgh to fly workers 
off-shore to a drill ship working in the far
North of the British sector. A weekly return
charter from Knock transports contractors
for the building of the roads infrastructure
to support the new gas terminal at 
Sullom Voe. 

A recent development for Sumburgh 
is a partnership project with Highlands 
& Islands Fire & Rescue Service to build 
a new state of the art fire training facility.
This is primarily to provide Compartment
Fire Behavioural Training but it is a multi-rig
facility and can be used for all types of
Breathing Apparatus Training with potential
to be used by industries other than aviation
and Local Authority Fire Service. HIFRS
will be using the Sumburgh facility to train
all its retained fire fighters from both Orkney
and Shetland. It is scheduled to open 
in July 2011. In addition we have also
entered into an agreement with Northern
constabulary to provide a police office
within the terminal building.

Nigel Flaws
Airport Manager, Sumburgh

The new partnership with Inverness Airport offers Royal Mail a
fantastic opportunity to further improve our operations and to
enhance the already high level of service we provide to our customers
in the Highlands and Islands of Scotland. We very much look forward
to working with the team at Inverness Airport to achieve that goal.
David Hawkins, Head of Air Network, Royal Mail 

Wick Airport is a fantastic asset for the Caithness and north
Sutherland area with regular flights to Aberdeen and Edinburgh giving
excellent connectivity to other parts of the UK and further afield.
With a number of national and international companies located in the
area, the airport helps businesses work on a global scale. 
Trudy Morris, Chief Executive Caithness Chamber of Commerce and Chair
of Wick Airport Consultative Committee
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A complete review of winter operations
took place following the severe weather
experienced between December 2010
and February 2011. This resulted in
improvements in equipment provision, 
staff training and operational procedures.

Key performance indicators are evolving
and are available on request. An internal
Compliance and Assurance programme
consisting of phased auditing, in addition
to any regulatory requirements, is in place.
The Group continues to develop risk
management procedures and processes.
This is overseen by the Risk Oversight
Group with a report presented to each
Board Meeting.

SUPPLIER PAYMENT POLICY
AND PRACTICE
It is Company policy that payments to
suppliers are made in accordance with
terms and conditions agreed between 
the company and its suppliers, provided
that all trading terms and conditions have
been complied with. At 31 March 2011 
the Company had an average of 13 days’
purchases owed to trade creditors (2010:
17 days, 2009: 26 days).

HUMAN RESOURCES
At the year-end the Group employed 
584 people, of which 19 were employed 
on a relief basis. This represents a small
decrease on the previous year’s total (598
inclusive of relief staff). Active management
of staff levels and vacancies is a continuous
process and this year has seen a moderate
level of staff turnover through retirement,
resignation, and termination with 68
individuals leaving the Group. These
changes resulted in opportunities for 
40 internal staff changes. Over the course
of the year the Group undertook 65
recruitment exercises, which is slightly fewer
than last year and appears to be indicative
of the current employment market.

Over the year, as part of this active
management of staff levels, some posts
have been left vacant after post holders
left through natural turnover and this also
created opportunities for a review of
workloads leading to opportunities to
amalgamate responsibilities with other
posts. This has been balanced out with
the creation of some new posts, such as 
a Trainee Airport Manager role which is
providing an existing member of staff the
opportunity to develop their skills and
allows the Group to succession plan.

Overall staffing numbers have remained
relatively stable.

ORGANISATIONAL
DEVELOPMENT
There is a continued and increasing focus
on organisational development, aimed at
achieving excellence through improved
performance and decision-making.
Communication to staff flows through the
management structure of the company 
on a regular basis and given the remote
nature of our aerodromes remains
challenging. We remain Investors in
People accredited, and work towards
reaccreditation is on-going and remains 
a continuous priority.

EMPLOYMENT POLICIES
The HR team has continued to focus 
this year on further development of a
framework of employment policies to
ensure that the Group operates in a
positive and supportive culture and either
meets or exceeds statutory obligations.
Our employment policies aim to ensure
that equality of opportunity underpins 
all that we do and that through flexible
working and family friendly policies we 
are able to balance our employees’ 
needs with those of the Group.

Significant progress has been made 
this year with 24 policies, either new 
or revised, agreed through a joint
management and Trade Union working
group. This included a full review of the
recruitment processes within the Group.
This group has now been disbanded
although work continues for the HR 
team to ensure that policies are regularly
updated to reflect legislative changes 
and regular review is undertaken to ensure
current best practise is being followed.

The Group recognises five Trades Unions
(PCS, Prospect, Unite, GMB and Unison).
All staff are encouraged to be a member
of the appropriate union. Joint
management/Trades Unions meetings 
are held at least quarterly for each of 
the three subsidiary companies with 
an annual meeting to cover matters
affecting all companies.

This year has also seen the development
of a new performance management 
and appraisal system across the Group
which aims to ensure that standards of
performance and behaviour are clear to all,
development needs are linked to business

needs and staff appraisals are all
undertaken regularly, using a consistent
approach. The new approach is based
around a behavioural competency
framework which was developed by the
HR team with a working group including
representatives from all of the various
disciplines within the Group. The new
system went live at the start of the
2011/12 financial year and training 
has already commenced.

Alongside this, a project management
methodology has been designed and
implemented and this provides a toolkit 
for managers around the company who
are leading (or involved in) projects of 
any size or nature, and aims to provide
both a consistent way of managing those
projects and a set of templates to help
make the job easier and therefore 
projects more efficient.

TRAINING AND DEVELOPMENT
Due to the specialist nature of many 
of our roles, training and development of
our people continues to be an area of
significant focus for the Group. We 
strive to achieve a culture of continuous
improvement and achievement of
excellence across the Group, recognising
that it is through our people that we
achieve success.

We continue to provide a wide range of
training opportunities to staff, including
mandatory training for those in operational
roles alongside training in people
management skills. The HR team has run a
rolling programme of management training
over the year to ensure all our managers
have the skills essential to their roles
whilst operational training continued to be
a high priority. The Group has embarked
on a management training programme
with two members of staff currently being
developed through this avenue. Work has
been ongoing to allow us to become an
Approved Training Provider of fire service
courses and this is nearing completion
which will enable us to reduce reliance 
on external providers and develop further
expertise within the company.

POLITICAL AND CHARITABLE
CONTRIBUTIONS
During the year, the Group made no
political donations but made various
charitable donations totalling £435 
(2010: £2,253).
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PRINCIPAL ACTIVITY
The Group’s principal activity during the
year continued to be the provision and
operation of safe, secure and efficient
airports which support the communities
we serve.

RESULTS AND DIVIDENDS
The Group’s operating loss for the year
amounted to £2,555,000 (2010: profit
£266,000), which when compared with
the prior year reflects another challenging
year with the impacts of a reduction in the
Group’s operating subsidy of £1,100,000,
volcanic ash disruption and another harsh
winter contributing to negative variances 
in revenues and operating costs.

The parent company loss after taxation
amounted to £2,339,000 (2010: profit
£599,000). The directors recommend 
that no dividend be paid, leaving the full
amount to be retained within reserves.

REVIEW OF THE BUSINESS
Subsidies from Scottish Government
received for the year ended 31 March
2011 totalled £25,256,000 (2010:
£26,471,000) made up of revenue 
of £18,256,000 (2010: £19,471,000) 
and capital of £7,000,000 (2010:
£7,000,000).

Passenger numbers and aircraft movements
across the Group decreased by 5% and
7% respectively in the year. Excluding
Dundee Airport these variance have
decreased by 5% and 6% respectively.
Freight tonnage decreased by 24%.

FUTURE DEVELOPMENTS
The directors aim to ensure that the 
Group continues to operate and manage
its 11 airports in accordance with Scottish
Ministerial policy and to support the social
and economic welfare of the areas
concerned. Significant changes in the
present nature of the business are not
expected in the near future.

CAPITAL EXPENDITURE
Investment in property, plant and
equipment amounted to £4,838,000.
Major works undertaken included:–

a) At Islay, a project commenced to
replace the aerodrome’s ground lighting
at a cost of £729,000. An aircraft
navigational aid was replaced at a 
cost of £115,000.

b) At Sumburgh, an overlay of the second
runway was carried out at a cost of
£1,488,000 and the northern taxiway
was resurfaced at a cost of £294,000.
Hold baggage x-ray screening
equipment was installed at a cost 
of £197,000.

c) At Wick, a project commenced to
replace the aerodrome’s ground 
lighting at a cost of £198,000.

d) Across the Group, an additional
£399,000 was spent on enhanced
security measures, including £310,000
on explosive trace detection equipment.

AIRPORT CONSULTATIVE
COMMITTEES
Airport consultative committees are
established at each airport. These provide
a forum for the discussion of all matters
concerning the development or operation
of the airport, which have an impact on the
users of the airport and on people living
and working in the surrounding area.
Consultative committees are a means of
keeping all interested parties informed 
of matters affecting them, of providing 
an opportunity to reconcile differences 
of view, resolve difficulties and assess
recommendations made by the constituent
members. Additionally representation 
is made at various transport forums 
when requested.

SAFETY AND SECURITY
The Group is committed to operating 
safe and secure airports.

AIR NAVIGATION SERVICE
PROVIDER (ANSP) 
In accordance with EC Single European
Sky legislation, HIAL is certificated and
designated as an ANSP by the UK Civil
Aviation Authority (“the regulator”). 
The following information for the year
2010/11 is provided in accordance 
with the reporting requirements set 
out in Commission Regulation (EC) 
No 2096/2005.

•   Inverness: 
The Thales Primary Surveillance Radar
and Mode S Secondary Surveillance
Radar, introduced in July 2008, has had a
very positive impact on the environment
in terms of fuel burn, track miles flown
and noise footprint since its introduction.

   In terms of mitigation in relation to
sustainable energy projects, one major
wind farm developer has made a

significant financial input towards the
cost of a technological mitigation
against the effects of wind turbines 
on the Inverness radar. This project is
ongoing and it is anticipated that the
technical solution will be available
during the next financial year.

•   Benbecula, Dundee, Kirkwall,
Stornoway, Sumburgh and Wick: 
HIAL will continue to provide an air
traffic control service to meet customer
requirements. This includes providing 
on call facilities for lifeline services
including air ambulance and search and
rescue. We will investigate and evaluate
approach control services with new
surveillance technologies as they
become available. A study to determine
the best provision of a continued radar
service for Sumburgh Airport (currently
provided by NATS under contract from
Aberdeen Airport) was conducted
during the reporting period which
resulted in NATS being re awarded 
the radar approach contract, but at a
significantly reduced cost to HIAL.

•   Barra, Campbeltown, Islay and Tiree:
HIAL will continue to provide a basic 
air traffic service (a flight information
service) to meet the requirements of 
our customers

   HIAL has advised the regulator of its
intention to engage in the development
of GNSS (an instrument approach
utilising satellite technology)
approaches at group airports. This is
particularly important at those airports
whose main approach aid is a Very 
High Frequency Omni-directional Radio
Range (VOR) since these navigation
aids will be withdrawn from service 
over the next 5 to 15 years.

The revised safety management system
was implemented on 1 June 2010 and 
has been “approved” by the regulator. 
The system continues to evolve under 
the auspices of continuous improvement.
A quality management system is still 
being considered.

Safety is assured and maintained by
utilising the SMS to manage any proposed
operational and organisational changes
and to audit existing procedures. The
revised system encompasses all aspects
of the business and has embedded
incident investigation requirements.

HIGHLANDS AND ISLANDS AIRPORTS LIMITED
DIRECTORS’ REPORT
THE DIRECTORS SUBMIT THEIR REPORT AND THE GROUP FINANCIAL 
STATEMENTS FOR THE YEAR ENDED 31 MARCH 2011
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SCOPE OF RESPONSIBILITY
As accountable officer I have responsibility
for maintaining a system of internal control
that supports the achievement of the
company’s aims, objectives and policies
agreed between the board and the
Scottish Ministers, whilst safeguarding 
the public funds and assets for which 
I am responsible.

The Scottish Public Finance Manual
(SPFM) is issued by the Scottish Ministers
to provide guidance to the Scottish
Government and other relevant bodies 
on the proper handling of public funds. 
It is designed to ensure compliance with
statutory and parliamentary requirements,
promote value for money and high
standards of probity and secure effective
accountability and good systems of
internal control. As the company is 
a body sponsored by the Scottish
Government, guidance contained 
in the SPFM is applicable.

PURPOSE OF THE SYSTEM 
OF INTERNAL CONTROL
The system of internal control is designed
to mitigate rather than eliminate the risk of
failure to achieve the company’s policies,
aims and objectives. It can therefore only
provide reasonable and not absolute
assurance of effectiveness.

The system of internal control is an active
process designed to identify the principal
risks to the achievement of the company’s
aims, objectives and policies, to evaluate
the nature and extent of those risks and 
to manage them efficiently, effectively 
and economically.

The process within the organisation
accords with the SPFM and has been in
place for the year ended 31 March 2011
and up to the date of approval of the
annual report and accounts.

RISK AND CONTROL
FRAMEWORK
All bodies subject to the requirements of
the SPFM must operate a risk management
strategy in accordance with relevant
guidance issued by the Scottish Ministers.
The general principles for a successful risk
management strategy are set out in the
SPFM. All areas of company risk are
managed through the Risk Oversight
Group and the senior management team
who report to the boards of HIAL, DAL 
and AMSL (the Group).

Risk management
The managing director and through him
the Board is responsible for the overall 
risk management of the business however
responsibility for specific risk management
areas has been delegated to individual
directors and managers.

The terms of reference for the Risk
Oversight Group are as follows:–

•   Identify new and emerging risks
(including opportunities) facing 
the Group and its operations;

•   Ensure significant risks are being
effectively managed across the
business by reviewing the Group risk
register and updating as necessary,
giving consideration to the Group’s 
risk exposure;

•   Coordinate cross functional activities 
to ensure effective, efficient controls 
are developed and maintained;

•   Review the operation of internal
controls within the Group and identify
any gaps;

•   Review the operation of risk and safety
management activities within the Group
and identify any gaps;

•   Recommend improvements to
procedures and processes to reflect
best business practice and the needs 
of the business;

•   Support and review continuity and
recovery plans ensuring the business
remains resilient against all eventualities
i.e. business continuity plans, pandemic
plans etc;

•   Identify common trends arising from
internal/external audits, incident
investigations, lessons learnt etc and
drive forward recommendations for
suitable actions;

•   Promote and encourage ownership 
of corporate responsibility in regards 
to risk management;

•   Drive forward new risk management
initiatives within the business;

•   Communicate risk and share good
practice;

•   Review and monitor risk management
training;

•   Undertake specific activities as 
directed by the Group boards.

Safety management systems
The company’s safety management
system was updated during 2009 and is
subject to ongoing review. It was 

implemented with a full training
programme and provides a robust
framework for the management of safety
within the business. Each member of 
staff is encouraged to work within the
framework and to work with the various
management teams in improving the
framework where it is necessary.

We all have a responsibility for working in
a safe manner. The application of effective
aviation safety management systems is
integral to all our aviation activities with the
objective of achieving the highest levels 
of safety standards and performance.

Control Environment
Capable, competent personnel are 
viewed as an essential part of the control
environment. High standards of behaviour
are supported by rigorous recruitment
standards and ongoing staff training 
and development.

The systems of internal financial control
include:–

•   An annual budget approved by 
the board;

•   Regular review by the board of 
actual results;

•   A regular review of delegated financial
authorities;

•   A regular review of procurement
procedures to ensure best value.

More generally, the organisation is
committed to a process of continuous
review and improvement; developing
systems in response to any relevant
reviews and developments in best
practice in all areas.

Should the need arise, employees are
encouraged to use the procedures within
the Group’s whistleblowing policy. The
policy details the protection that will be
given to employees who report
malpractice at work.

REVIEW OF EFFECTIVENESS
As accountable officer I have responsibility
for reviewing the effectiveness of the
system of internal control. My review 
is informed by:–

•   My work with the audit committee and
through that the findings of both internal
and external auditors.

•   The senior managers within the
company who have responsibility for 
the development and maintenance of
the internal control framework;
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GOING CONCERN
The parent company sets an annual
budget which aims to balance income,
expenditure and operating subsidy
provisions set by government. Future
operational and legislative requirements
are addressed in a ten year corporate 
plan which includes provision for revenue
and capital items such as major repairs 
to runways or new or replacement
equipment. The operating subsidy
provisions for the year to 31 March 2011
were set at £25.1 million (including 
£18.1 million of revenue subsidy) and 
this was drawn down during the year. 
The operating subsidy provisions have
been set at £26.6 million (including
£17.9m of revenue subsidy) for the year
ending 31 March 2012. This is considered
by the directors to be adequate to sustain
the Group as a going concern having
considered the 12 months ahead from
date of approval.

PRINCIPAL RISKS AND
UNCERTAINTIES
The Group has an established risk
committee, the Risk Oversight Group. The
managing director, senior managers and
appropriate line managers are responsible
for the effective management of risk within
the company and ensure that appropriate
procedures, resources and skills are
introduced and maintained to achieve this.
The principal risks and uncertainties facing
the Group are broadly grouped as liquidity,
competitive and legislative.

•   Liquidity risks
The Group manages liquidity risk 
by maintaining adequate reserves 
and banking facilities and continually
monitoring forecast and actual 
cash flows.

•   Competitive risks
The income for the Group is derived
from a limited number of airline
customers. Any external pressures
faced by those customers may lead to
them reviewing their operating schedule
and this in turn may impact on Group
income and costs.

•   Legislative risks
Airport operations across the Group 
are regulated by the Health and Safety
Executive, UK Civil Aviation Authority
and security standards are set by the
Department for Transport. These bodies
regularly review and update their
standards and requirements and 
any new Directives are likely to have 
a material impact on the cost of 
airport operations.

•   Operational risks
The Group manages operational risk
through its safety management and 
risk management systems.

Overall Group strategy and direction is
determined by the board of directors 
and by Scottish Government policy. In
mitigation of the risks identified above, 
the Scottish Government has committed
to providing £26.6 million for the financial
year 2011/12 and this may be amended
due to operational circumstances and by
agreement with the Scottish Government
and the Group. As outlined in the going
concern statement above, this is
considered by the directors to be
adequate to sustain the Group as 
a going concern.

AUDITORS
The auditors, Ernst & Young LLP, 
will be proposed for reappointment 
in accordance with section 485 of 
the Companies Act 2006.

DIRECTORS
The Directors who served during the year
to 31 March 2011 and subsequently are:–

Grenville Johnston    Chairman
Inglis Lyon                Managing Director
Michael Cantlay        Director
Andrew Castell         Director
Alistair Goodlad        Director
Linn Phipps              Director
Alan Shaw                Director
                                        Resigned 18 June 2010

DIRECTORS’ QUALIFYING
THIRD PARTY INDEMNITY
PROVISIONS
The directors have the benefit of the
indemnity provisions contained in the
company's Articles of Association. 
This provision, which is a qualifying third
party indemnity provision as defined by 
the Companies Act 2006, was in force
throughout the financial year and is
currently in force. The parent company
also purchased and maintained throughout
the financial year liability insurance for 
its directors.
   
DIRECTORS’ STATEMENT 
AS TO DISCLOSURE OF
INFORMATION TO AUDITORS
The directors who were members of 
the board at the time of approving the
Directors’ report are listed on page 1.
Having made enquiries of fellow Directors
and of the Group’s auditors, each of 
these directors confirms that:–

•   to the best of each director’s
knowledge and belief, there is no
information relevant to the preparation
of their report of which the Group’s
auditors are unaware; and

•   each director has taken all the steps a
director might reasonably be expected
to have taken to be aware of relevant
audit information and to establish that
the Group’s auditors are aware of 
that information.

By order of the Board

Norman Ross CA
Company Secretary
29 July 2011

DIRECTORS’ REPORT (CONTINUED)
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The directors are responsible for preparing
the Directors’ report and the financial
statements in accordance with the
applicable law and regulations.

Company law requires the directors 
to prepare financial statements for 
each financial year. Under that law 
the directors have elected to prepare
financial statements in accordance 
with International Financial Reporting
Standards (IFRSs) as adopted by the
European Union. Under company law the
directors must not approve the financial
statements unless they are satisfied that
they give a true and fair view of the state
of affairs of the Group and of the profit 
or loss of the Group for that period. In
preparing these financial statements,
International Accounting Standard 1
requires that the directors:–

•   properly select and apply accounting
policies,

•   present information, including
accounting policies, in a manner that
provides relevant, reliable, comparable
and understandable information,

•   provide additional disclosures when
compliance with the specific
requirements in IFRSs are insufficient to
enable users to understand the impact
of particular transactions, other events
and conditions on the entity’s financial
position and financial performance, and

•   make an assessment on the Group’s
ability to continue as a going concern.

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Group’s
transactions and disclose with reasonable
accuracy disclose at any time the financial
position of the Group and enable them 
to ensure that the financial statements
comply with the Companies Act 2006.
They are also responsible for safeguarding
the assets of the Group and hence for
taking reasonable steps for the prevention
and detection of fraud and other
irregularities.
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•   The senior managers within the company
who have responsibility for the internal
control framework in areas which could
be impacted by external agencies;

•   Scrutiny of key strategic and operational
areas by the board.

The following processes are established:–

The Board
The board is largely responsible for
determining the business strategy of the
company, taking into account the Scottish
Ministers’ expressed policy to encourage
economic and social development in the
Highlands and Islands.

The board is composed of six members.
The non-executive chairman, the executive
managing director and four non-executive
directors, each of whom are appointed by
Scottish Ministers. The board meets on a
six weekly cycle and has adopted a policy
of requiring all significant matters to be
referred to the board for decision unless
these are specifically within delegated
limits given to the managing director.

Monitoring systems used 
by the board
The board at its regular meetings deals
with issues of risk and internal control on
an ongoing basis. In particular, it reviews
safety, financial performance including
variances from budget, commercial and
marketing information and objectives,
acquisitions and disposals as necessary,
environmental and regulatory issues,
business planning and strategy.

The management team, led by the
managing director, monitors financial
performance by a system of monthly
financial reporting and review together
with forward projections.

Board Committees
During the year the audit committee 
was composed of three non-executive
directors: Mr A Castell, Dr A Goodlad and
Mrs L Phipps. The committee, chaired by
Mr A Castell, works to terms of reference
agreed by the board and meets on a
regular basis. The managing director 
and the company secretary are invited to
attend meetings. The committee receives
regular reports from both the internal and
external auditors and makes periodic

reports concerning internal control to 
the board. The committee reviews and
comments to the board as to corporate
governance compliance and, through
internal audit, the adequacy of risk
management arrangements.

Internal Audit
The internal audit concentrates on areas
determined by analysis of the degree of
risk and in accordance with the internal
audit plan considered and approved by
the audit committee. The audit committee
enhances the independence and value 
of internal audit and provides a forum 
for senior management to discuss internal
control including issues raised by 
internal audit.

Operational Control
Each of the airports under the company’s
control is subject to regular operational
inspections by the Civil Aviation Authority,
as regulator, and by a series of internal
audits to augment the regulatory
framework.

The Assessor
An assessor appointed by the Scottish
Ministers is entitled to attend but not 
vote at any meeting of the company 
or its directors.

Appropriate action is in place to address
any weaknesses identified and to ensure
the continuous improvement of the system.

Inglis Lyon
Managing Director
29 July 2011

STATEMENT ON INTERNAL CONTROL (CONTINUED)
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We have audited the financial statements
of Highlands and Islands Airports Limited
for the year ended 31 March 2011 which
comprise the Group income statement,
the Group statement of comprehensive
income, the Group statement of changes
in equity, Group and company balance
sheets, the Group statement of cash flows
and the related notes 1 to 28. The financial
reporting framework that has been applied
in their preparation is applicable law 
and International Financial Reporting
Standards (IFRSs) as adopted by the
European Union.

This report is made solely to the
company’s members, as a body, in
accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work
has been undertaken so that we might
state to the company’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
responsibility to anyone other than the
company and the company’s members as
a body, for our audit work, for this report,
or for the opinions we have formed.

Respective responsibilities of directors
and auditors
As explained more fully in the Statement 
of directors’ responsibilities set out on
page 10, the directors are responsible for
the preparation of the financial statements
and for being satisfied that they give a true
and fair view. Our responsibility is to audit
the financial statements in accordance
with applicable law and International
Standards on Auditing (UK and Ireland).
Those standards require us to comply 
with the Auditing Practices Board’s 
Ethical Standards for Auditors.

Scope of the audit of the 
financial statements
An audit involves obtaining evidence
about the amounts and disclosures in 
the financial statements sufficient to give
reasonable assurance that the financial
statements are free from material
misstatement, whether caused by fraud 
or error. This includes an assessment 
of: whether the accounting policies are
appropriate to the Group’s and the parent
company’s circumstances and have been
consistently applied and adequately
disclosed; the reasonableness of
significant accounting estimates made 
by the directors; and the overall
presentation of the financial statements.

Opinion on financial statements
In our opinion the financial statements:

•   give a true and fair view of the state of
the Group’s and the parent company’s
affairs as at 31 March 2011 and of the
Group’s loss for the year then ended;

•   have been properly prepared in
accordance with IFRSs as adopted 
by the European Union; and

•   have been prepared in accordance 
with the requirements of the Companies
Act 2006.

Opinion on other matter prescribed 
by the Companies Act 2006
In our opinion the information given in 
the Directors’ report for the financial 
year for which the financial statements 
are prepared is consistent with the
financial statements.

Matters on which we are required 
to report by exception
We have nothing to report in respect 
of the following matters where the
Companies Act 2006 requires us to 
report to you if, in our opinion:

•   adequate accounting records have 
not been kept by the parent company,
or returns adequate for our audit have
not been received from branches 
not visited by us; or

•   the parent company financial
statements are not in agreement with
the accounting records and returns; or

•   certain disclosures of directors’
remuneration specified by law are 
not made; or

•   we have not received all the information
and explanations we require for our
audit.

Peter Mearns (Senior statutory auditor)
for and behalf of Ernst & Young LLP,
Statutory Auditor
Inverness
29 July 2011

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS 
OF HIGHLANDS AND ISLANDS AIRPORTS LIMITED

                                                                                                                                                2011                                         2010
                                                                                                                  Notes                    £000                                         £000

Revenue                                                                                                           3                 16,626                                       16,316

Cost of sales                                                                                                                       (34,072)                                   (33,483)

Gross profit                                                                                                                        (17,446)                                     (17,167)

Administrative expenses                                                                                                        (3,354)                                      (2,852)

Other operating income                                                                                                               (9)                                          103

Other income                                                                                                    4                 18,247                                      20,052

Profit on disposal of property, plant and equipment                                                                       7                                           130

Operating (loss) / profit                                                                                  5                  (2,555)                                          266

Share of operating profit / (loss) in joint venture                                              11                     (108)                                           (90)

Finance revenue                                                                                                7                      109                                            112

Other finance revenue – pensions                                                                  20                       175                                           166

Profit / (loss) from continuing operations before tax                                                        (2,379)                                          454

Tax credit                                                                                                           8                        54                                           145

Profit / (loss) from continuing operations                                                                          (2,325)                                          599

All activities relate to continuing operations.

                                                                                                                                                2011                                         2010
                                                                                                                  Notes                    £000                                         £000

(Loss) / profit for the year                                                                                                   (2,325)                                          599

Other comprehensive income:

Actuarial gains and (losses)                                                                            20                   3,706                                       (9,045)

Tax on items relating to components of other comprehensive income                                           –                                               –

Other comprehensive income for the period, net of tax                                                           3,706                                       (9,045)

Total comprehensive income for the period                                                                        1,381                                       (8,446)

GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2011

Notes 1 to 28 form part of these financial statements



                                                                                                                                                2011                 2010                2009
                                                                                                                  Notes                    £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                                                                          9                 79,423             82,536             83,847

Investment properties                                                                                      10                    1,235                1,244                1,141

Investments accounted for using the equity method                                        11                      584                   676                  654

Intangible assets                                                                                             12                   1,891                2,194               2,497

Defined benefit pension scheme surplus                                                        20                          –                       –               2,459

Long term loan to joint venture                                                                        13                   1,038                  964                  896

                                                                                                                                             84,171              87,614              91,494

Current assets

Trade and other receivables                                                                            14                   3,588               6,382               3,556

Inventories                                                                                                       15                        56                     42                    39

Cash and cash equivalents                                                                             16                 14,045              12,257             12,292

                                                                                                                                             17,689              18,681             15,887

Total assets

                                                                                                                                          101,860           106,295            107,381

LIABILITIES

Current liabilities

Trade and other payables                                                                                17                  (5,090)              (7,194)             (5,282)

Income taxes payable                                                                                                                    –                       –                 (364)

                                                                                                                                             (5,090)              (7,194)             (5,646)

Non-current liabilities

Provisions for liabilities and charges                                                                  8                     (291)                (318)                (460)

Defined benefit pension scheme deficit                                                          20                  (2,740)             (5,803)                     –

Deferred subsidies                                                                                          18                (91,849)           (92,472)           (92,321)

                                                                                                                                           (94,880)           (98,593)            (92,781)

Total liabilities                                                                                                                    (99,970)         (105,787)           (98,427)

NET ASSETS                                                                                                                         1,890                  508               8,954

EQUITY

Ordinary shares                                                                                               21                        50                     50                    50

Retained earnings                                                                                                                  1,840                  458               8,904

                                                                                                                                              1,890                  508               8,954

                                                                                                                                   Equity share          Retained                 Total
                                                                                                                                            capital          earnings               equity
                                                                                                                                               £000                £000                £000

At 1 April 2009                                                                                                                            50                9,582                9,632

Profit / (loss) in year attributable to equity holders                                                                         –                   699                   699

Other comprehensive income                                                                                                        –               (8,211)              (8,211)

At 1 April 2010                                                                                                                            50                2,070                2,120

Profit / (loss) in year attributable to equity holders                                                                         –              (2,339)             (2,339)

Other comprehensive income                                                                                                        –                3,207                3,207

At 31 March 2011                                                                                                                        50               2,938               2,988

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2011

                                                                                                                                   Equity share          Retained                 Total
                                                                                                                                            capital          earnings               equity
                                                                                                                                               £000                £000                £000

At 1 April 2009                                                                                                                            50               8,904               8,954

Profit / (loss) in year attributable to equity holders                                                                         –                   599                   599

Other comprehensive income                                                                                                        –              (9,045)             (9,045)

At 1 April 2010                                                                                                                            50                   458                   508

Profit / (loss) in year attributable to equity holders                                                                         –              (2,325)             (2,325)

Other comprehensive income                                                                                                        –                3,706                3,706

At 31 March 2011                                                                                                                        50                1,840                1,890
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28 COMPANY STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2011

                                                                                                                                                2011                                         2010
                                                                                                                  Notes                    £000                                         £000

(Loss) / profit for the year                                                                                                   (2,339)                                          699

Other comprehensive income:

Actuarial gains and (losses)                                                                            20                   3,207                                        (8,211)

Tax on items relating to components of other comprehensive income                                           –                                               –

Other comprehensive income for the period, net of tax                                                           3,207                                        (8,211)

Total comprehensive income for the period                                                                           868                                        (7,512)

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2011



                                                                                                                                                2011                                         2010
                                                                                                                  Notes                    £000                                         £000

Cash flows from operating activities

Cash generated from operations                                                                     22                  (1,308)                                          507

Purchase of property, plant and equipment                                                                           (3,992)                                      (8,340)

Proceeds from sale of property, plant and equipment                                                                  22                                           658

Receipt of capital subsidy                                                                                                       7,000                                        7,099

Tax paid                                                                                                                                       37                                               –

Net cash flow from operating activities                                                                                1,759                                            (76)

Cash flows from investing activities

Purchase of investments                                                                                                                –                                               –

Net cash flow from investing activities                                                                                       –                                               –

Cash flows from financing activities

Interest paid                                                                                                                                  –                                               –

Interest received                                                                                                                          29                                              41

Net cash flow from financing activities                                                                                     29                                              41

Increase / (decrease) in cash and cash equivalents                                                           1,788                                            (35)

Cash and cash equivalents at the end of the period                                                         14,045                                      12,257

                                                                                                                                                2011                 2010                2009
                                                                                                                  Notes                    £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                                                                          9                 64,298             66,094             66,285

Investment properties                                                                                      10                      999                  998                   871

Investments                                                                                                     11                   2,325                2,311                2,188

Defined benefit pension scheme surplus                                                        20                          –                       –                2,614

Long term loan to joint venture                                                                        13                   1,038                  964                  896

                                                                                                                                            68,660              70,367             72,854

Current assets

Trade and other receivables                                                                            14                   3,525                6,011               3,496

Cash and cash equivalents                                                                             16                 13,098              11,416              11,777

                                                                                                                                            16,623              17,427              15,273

Total assets                                                                                                                         85,283              87,794              88,127

LIABILITIES

Current liabilities

Trade and other payables                                                                                17                  (5,867)             (6,343)             (4,937)

Income taxes payable                                                                                                                    –                       –                 (364)

                                                                                                                                             (5,867)             (6,343)             (5,301)

Non-current liabilities

Deferred tax liability                                                                                           8                     (291)                (318)                (460)

Defined benefit pension scheme deficit                                                          20                  (2,405)             (4,829)                     –

Deferred subsidies                                                                                          18                (73,732)            (74,184)           (72,734)

                                                                                                                                           (76,428)           (79,331)            (73,194)

Total liabilities                                                                                                                    (82,295)           (85,674)           (78,495)

NET ASSETS                                                                                                                         2,988                2,120               9,632

EQUITY

Ordinary shares                                                                                               21                        50                     50                    50

Retained earnings                                                                                                                  2,938                2,070               9,582

                                                                                                                                              2,988                2,120               9,632

31GROUP CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2011
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Income tax is charged or credited directly to
equity if it relates to items that are credited
or charged to equity. Otherwise, income tax
is recognised in the Income statement.

(d) Pensions
The Group operates the Highlands and
Islands Airports Pension Scheme, a
defined benefit scheme. Employees 
of Dundee Airport are members of the
Tayside Superannuation Fund, another
defined benefit scheme, which is 
operated by Dundee City Council. 
Tayside Superannuation Fund is a 
multi employer pension scheme.

The cost of providing the benefits under 
the defined benefit plans is determined
separately for each plan using the projected
unit method, which attributes entitlement to
benefits to the current period (to determine
current service cost) and to the current and
prior periods (to determine the present
value of defined benefit obligation) and 
is based on actuarial advice.

The past service costs are recognised 
as an expense on a straight line basis 
over the average period until the benefits
become vested. If the benefits have
already vested, immediately following the
introduction of, or changes to a pension
plan, past service costs are recognised
immediately.

The interest element of the defined benefit
cost represents the change in present value
of scheme obligations resulting from the
passage of time, and is determined by
applying the discount rate to the opening
present value of the benefit obligation,
taking into account material changes in the
obligation during the year. The expected
return on plan assets is based on an
assessment made at the beginning of the
year of long-term market returns on scheme
assets, adjusted for the effect on the fair
value of plan assets of contributions
received and benefits paid during the year.
The difference between the expected return
on plan assets and the interest cost is
recognised in the Income statement as
other finance revenue or cost.

The Group has applied the option in 
IAS 19 Employee benefits to recognise
actuarial gains and losses in full in the
statement of recognised income and
expense in the period in which they occur.

The defined benefit surplus or deficit
comprises the present value of the defined 

benefit obligation (using a discount rate
based on high quality corporate bonds),
less past service costs not yet recognised
and less the fair value of plan assets out 
of which the obligations are to be settled.

(e) Property, plant and equipment
Property, plant and equipment is stated 
at cost less accumulated depreciation 
and accumulated impairment losses. Such
costs include the cost of replacing part of
the plant and equipment if the recognition
criteria are met. Likewise when a major
inspection is performed, its cost is
recognised in the carrying amount of 
the plant and equipment as a replacement
if the recognition criteria are satisfied. 
All other repairs and maintenance costs
are recognised in the Income statement 
as incurred.

Depreciation is provided on the cost less
residual value of all property, plant and
equipment, other than land, on a straight-
line basis over its expected useful life 
as follows:

Freehold buildings:
over 6 years to 60 years

Leasehold land and buildings:
over the remaining life of the lease 
to a maximum of 50 years

Car parks:
over 10 years to 45 years

Navigation aids:
over 5 years to 20 years

Runways, aprons and main services:
over 3 years to 50 years

Vehicles:
over 5 years

Specialist airport vehicles:
over 10 years to 20 years

Plant and IT equipment:
over 3 years to 10 years

Furniture and fittings:
over 3 years

The carrying values of property, plant and
equipment are reviewed for impairment 
if events or changes in circumstances
indicate the carrying value may not 
be recoverable, and are written down
immediately to their recoverable amount.
Useful lives and residual values are
reviewed annually and where adjustments
are required these are made prospectively.

An item of property, plant or equipment is
derecognised upon disposal or where no
future economic benefits are expected to
arise from the continued use of the asset. 

Any gain or loss arising on the derecognition
of the asset is included in the Income
statement in the period of derecognition.

(f) Leasing
The determination of whether an
arrangement is, or contains, a lease is
based on the substance of the arrangement
assessing whether the fulfilment of the
arrangement is dependent on the use of a
specific asset or assets or the arrangement
conveys a right to use the asset.

The classification of leases as finance or
operating leases requires the Group to
determine, based on an evaluation of the
terms and conditions, whether it retains 
or acquires the significant risks and
rewards or ownership of these assets 
and accordingly whether the lease
requires an asset and liability to be
recognised on the balance sheet.

Group as a lessee
Finance leases, which transfer to the 
Group substantially all the risks and
benefits incidental to ownership of the
leased item, are capitalised at the inception
of the lease at the fair value of the leased
property or, if lower, the present value of
the minimum lease payments. Lease
payments are apportioned between the
finance charges and reduction of the lease
liability so as to achieve a constant rate 
of interest on the remaining balance of 
the liability. Finance charges are reflected 
in the Income statement.

Capitalised leased assets are depreciated
over the shorter of the estimated useful life
of the asset and the lease term, if there is
no reasonable certainty that the Group will
obtain ownership by the end of the term.

Operating lease payments are recognised
as an expense in the Income statement on
a straight line basis over the lease term.

Group as a lessor
Leases where the Group retains
substantially all the risks and rewards 
of ownership of the asset are classified 
as operating leases. Initial direct costs
incurred in negotiating an operating lease
are added to the carrying amount of the
leased asset and recognised over the lease
term on the same basis as rental income.

(g) Business combinations
The acquisition of subsidiaries is accounted
for under IFRS 3 Business Combinations
using the purchase method. 
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1. AUTHORISATION OF
FINANCIAL STATEMENTS AND
STATEMENT OF COMPLIANCE
WITH IFRSS
The financial statements of Highlands and
Islands Airport Limited and its subsidiaries
(the Group) for the year ended 31 March
2011 were authorised for issue by the board
of directors on 29 July 2011 and the
balance sheet was signed on the Board’s
behalf by Grenville Johnston and Inglis Lyon.

The Group’s financial statements have
been prepared in accordance with
International Financial Reporting
Standards (IFRSs) as adopted by the
European Union as they apply to the
financial statements of the Group for 
the year ended 31 March 2011.

The principal accounting policies adopted
by the Group are set out in note 2.

2. ACCOUNTING POLICIES
2.1 BASIS OF PREPARATION

The consolidated financial statements
have been prepared under the historical
cost convention. The consolidated
financial statements are presented in
Sterling and all values are rounded to 
the nearest thousand (£000) except
where otherwise indicated.

The Group receives subsidies from
Scottish Government on an annual basis.
The annual financial statements are
prepared on the assumption that the
Group will continue to receive such
subsidies for the foreseeable future.

Going concern
The Group has adequate financial
resources, and continues to receive
operating subsidies from Scottish
Government for the continuation of
operations at its 11 airports. The directors
have a reasonable expectation that the
Company and the Group have adequate
resources to continue in operational
existence for the foreseeable future.
Accordingly they continue to adopt the
going concern basis in preparing the
annual financial statements.

Application of IFRS 1 (First Time
Adoption of IFRSs)
These financial statements are the first
Highlands and Islands Airport Limited
financial statements to be prepared in
accordance with IFRSs. IFRS 1 First-time
Adoption of IFRSs has been applied in
preparing these financial statements.

Until 31 March 2011 the financial
statements had been prepared in
accordance with United Kingdom
Generally Accepted Accounting Principles
(UK GAAP). UK GAAP differs in certain
respects from IFRSs. When preparing
Highlands and Islands Airports Limited
2011 financial statements, management
has amended certain accounting, valuation
and consolidation methods applied in the
previous UK GAAP financial statements 
to comply with IFRSs.

Reconciliations and descriptions of the
effect of transition from UK GAAP to
IFRSs on the Group’s equity and its 
net income are given in note 28.

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements
comprise the financial statements of
Highlands and Islands Airports Limited
and its subsidiaries as at 31 March 2011.

Subsidiaries are fully consolidated from
the date of acquisition, being the date 
on which the Group obtains control, 
and continue to be consolidated until 
the date that such control ceases.

The financial statements of the
subsidiaries are prepared for the same
reporting period as the parent company,
using consistent accounting policies.

All intra-group balances, income and
expenses and unrealised gains and losses
resulting from intra-group transactions are
eliminated in full.

2.3 SIGNIFICANT ACCOUNTING
POLICIES

(a) Revenue recognition
Revenue is recognised in accordance with
IAS 18 Revenue and comprises amounts
received and receivable in respect of
airport services provided in the UK.
Revenue is recognised when it is probable
that the economic benefits will flow to the
Group and the revenue can be reliably
measured. Revenue is measured at the 
fair value of the consideration received,
excluding discounts, rebates, and 
sales taxes or duty.

The principal revenue stream is airport
charges which are recognised as the
related service is provided. In addition,
rental income is earned through leasing
buildings and parts of buildings to various
tenants and is recognised on a straight
line basis over the rental period.

(b) Government grants
Government grants are recognised when
there is reasonable assurance that the
grant will be received and all attached
conditions will be complied with.

Government subsidies are received from
Scottish Government in accordance with
Section 34 of the Civil Aviation Act 1982
along with other revenue and capital
grants. Government grants in respect 
of capital expenditure are credited to a
deferred income account and are released
as other income by equal annual amounts
over the expected useful lives of the
relevant assets. Grants of a revenue
nature are credited to other income so 
as to match them with the expenditure 
to which they relate.

(c) Income taxes
Current tax assets and liabilities are
measured at the amount expected to 
be recovered or paid to the taxation
authorities, based on tax rates and laws
that have been enacted or substantively
enacted by the balance sheet date.

Deferred income tax is recognised on all
temporary differences arising between 
the tax bases of assets and liabilities and
their carrying amounts in the financial
statements, with the following exceptions:

•   where the temporary difference arises
from the initial recognition of goodwill 
or of an asset or liability in a transaction
that is not a business combination that
at the time of the transaction affects
neither accounting nor taxable profit 
or loss;

•   in respect of taxable temporary
differences associated with investments
in subsidiaries and joint ventures, where
the timing of reversal of the temporary
differences can be controlled and it is
probable that the temporary differences
will not reverse in the foreseeable
future; and

•   deferred income tax assets are
recognised only to the extent that it 
is probable that a taxable profit will be
available against which the deductible
temporary differences, carried forward
tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities
are measured on an undiscounted basis 
at the tax rates that are expected to apply
when the asset is realised or the liability 
is settled, based on tax rates and tax laws
enacted or substantively enacted at the
balance sheet date.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2011
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(o) Inventories
Inventories are stated at the lower 
of cost and net realisable value.

Net realisable value is based on an
estimated selling price less any further
costs expected to be incurred to
completion and disposal.

(p) Trade and other receivables
Trade receivables, which generally have
30 day credit terms, are recognised 
and carried at the lower of their original
invoiced value and recoverable amount.
Where the time value of money is material,
receivables are carried at amortised cost.
Provision is made when there is objective
evidence that the Group will not be able 
to recover balances in full. Balances are
written off when the probability of recovery
is assessed as being remote.

(q) Financial assets
Financial assets, within the scope of IAS
39 Financial Instruments: Recognition and
Measurement, are recognised when the
Group becomes party to the contracts
that give rise to them and are classified as
financial assets at fair value through profit
or loss, loans and receivables, held-to-
maturity investments or available-for-sale
financial assets, as appropriate. The
Group determines the classification of its
financial assets at initial recognition and,
where allowed and appropriate, evaluates
this designation at each financial year-end.

When financial assets are recognised
initially they are measured at fair value,
being the transaction price plus, in the
case of financial assets not at fair value
through profit or loss, directly attributable
transaction costs.

The Group considers whether a contract
contains an embedded derivative when 
the entity first becomes a party to it. The
embedded derivatives are separated from
the host contract if it is not measured at
fair value through profit or loss and when
the economic characteristics and risks 
are not closely related to those of the 
host contract. Reassessment only occurs 
if there is a change in the terms of the
contract that significantly modifies the cash
flows that would otherwise be required.

Purchases or sales of financial assets 
that require delivery of assets within 
a time frame established by regulation or
convention in the marketplace (regular way
trades) are recognised on the trade date,
being the date that the Group commits to
purchase or sell the asset.

The subsequent measurement of financial
assets depends on their classification. 
The Group have no financial assets at fair
value through profit or loss, nor any held-
to-maturity investments. The Group have
trade receivables and the Group has
made a long term loan to Inverness Airport
Business Park Limited (IABP), the entity
over which it has joint control. This
constitutes a financial asset and is
classified under Loans and receivables.

Loans and receivables
Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market, do not qualify as trading assets
and have not been designated as either
fair value through profit and loss or
available-for-sale. Such assets are carried
at amortised cost using the effective
interest (EIR) method if the time value 
of money is significant. Gains and losses
are recognised in the Income statement
when the loans and receivables are
derecognised or impaired, as well as
through the amortisation process.

(r) Impairment of financial assets
The Group assesses at each balance
sheet date whether a financial asset or
group of financial assets is impaired. 
The Group has trade receivables and a
long term receivable carried at amortised
cost using the effective interest rate
method. The assets are reviewed for
impairment as follows:

Assets carried at amortised cost
If there is objective evidence that an
impairment loss on assets carried at
amortised cost has been incurred, the
amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit
losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate (i.e. the effective
interest rate computed at initial
recognition). The carrying amount of the
asset is reduced, through the use of an
allowance account and the amount of the
loss is recognised in administrative costs.
If, in a subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised, the previously recognised
impairment loss is reversed. Any
subsequent reversal of an impairment loss
is recognised in the Income statement, to
the extent that the carrying value of the
asset does not exceed its amortised cost 

at the reversal date. In relation to trade
receivables, a provision for impairment is
made when there is objective evidence
(such as the probability of insolvency or
significant financial difficulties of the
debtor) that the Group will not be able to
collect all of the amounts due under the
original terms of the invoice. The carrying
amount of the receivable is reduced
through use of an allowance account.
Impaired debts are derecognised when
they are assessed as irrecoverable.

2.4 JUDGEMENTS AND KEY SOURCES 
OF ESTIMATION UNCERTAINTY

The preparation of the Group’s consolidated
financial statements requires management
to make judgements, estimates and
assumptions that affect the reported
amounts of revenue, expenses, assets and
liabilities, and the disclosure of contingent
liabilities, at the reporting date. However, 
the nature of estimation means that actual
outcomes could differ from those estimates.

The following judgements, estimates and
assumptions have had the most significant
effect on amounts recognised in the
consolidated financial statements:

Revaluation of investment properties
The Group carries its investment
properties at fair value, with changes 
in fair value being recognised in the
Income statement. The Group engaged
independent valuation specialists to
determine fair value as at 31 March 2011.
For the investment properties the valuer
used a valuation technique based on an
adapted discounted cash flow model as
there is a lack of comparable market data
because of the nature of the property.

The determined fair value of the
investment properties is most sensitive to
the estimated yield. The key assumptions
used to determine the fair value of the
investment property are further explained
in note 10.

Defined benefit pension schemes
The cost of the defined benefit pension
schemes is determined using actuarial
valuations. The actuarial valuations
involved making assumptions about
discount rates, expected rates of return 
on assets, future salary increases,
mortality rates and future pension
increases. Due to the complexity of the
valuation, the underlying assumptions 
and the long term nature of these plans,
such estimates are subject to significant
uncertainty. Further details are given 
in note 20.
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The cost of an acquisition is measured at
the fair value of the assets given, equity
instruments issued and liabilities incurred
at the date of exchange plus costs directly
attributable to the acquisition. Identifiable
assets acquired, liabilities and contingent
liabilities assumed in a business combination
are measured initially at fair value at the date
of acquisition irrespective of the extent of
any minority interest.

(h) Goodwill
Goodwill is initially measured at cost,
being the excess of the cost of a business
combination over the Group’s share in the
net fair value of the acquirees identifiable
assets, liabilities and contingent liabilities.

If the cost of the acquisition is less than the
fair value of the net assets of the subsidiary
acquired, the difference is recognised
directly in the Income statement.

After initial recognition, goodwill is stated
at cost less any accumulated impairment
losses, with the carrying value being
reviewed for impairment, at least annually
and whenever events or changes in
circumstances indicate that the carrying
value may be impaired.

Where goodwill forms part of a cash-
generating unit and part of the operation
of that unit is disposed of, the goodwill
associated with the operation disposed 
of is included in the carrying amount of 
the operation when determining the 
gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance
is measured based on the relative values
of the portion of the cash generating 
unit retained.

(i) Investments in joint ventures
Entities in which the Group holds an
interest on a long term basis and are
jointly controlled by the Group and one or
more other venturers under a contractual
arrangement are treated as joint ventures.
The Group recognises its interest in joint
ventures using the equity method. The
Group presents its aggregate share of 
the profit or loss of joint ventures on the
face of the Income statement and the
investments are presented as non-current
assets on the face of the Balance sheet.

(j) Investment properties
Investment properties are measured 
initially at cost, including transaction costs.
Subsequent to initial recognition, investment
properties are stated at fair value, which
reflects market conditions at the balance
sheet date. Gains or losses arising from 

changes in the fair value of investment
properties are included in the Income
statement in the year in which they arise.

Investment properties are derecognised
when either they have been disposed 
of or when the investment property is
permanently withdrawn from use and no
further economic benefit is expected from
its disposal. The difference between the net
disposal proceeds and the carrying amount
of the asset is recognised in the Income
statement in the period of derecognition.

Transfers are made to or from investment
property only when there is a change in 
use. For transfer from investment property to
owner occupied property, the deemed cost
for subsequent accounting is the fair value
at the date of the change in use. If owner
occupied property becomes an investment
property, the Group accounts for such
property in accordance with the policy
stated under property, plant and equipment
up to the date of the change in use.

(k) Intangible assets
Intangible assets acquired separately are
initially measured at cost. Intangible assets
acquired in a business combination are
initially measured at cost being their fair
values at the date of acquisition. Following
initial recognition, intangible assets 
are carried at cost less accumulated
amortisation and accumulated impairment
losses. Intangible assets are amortised
over their finite useful economic life.

The useful lives of intangible assets are
assessed to be either finite or indefinite.

Intangible assets with finite lives are
amortised over the useful economic life
and assessed for impairment whenever
there is an indication that the intangible
asset may be impaired. The amortisation
period and the amortisation method for an
intangible asset with a finite useful life is
reviewed at least each financial year end.
Changes in the expected useful life or the
expected pattern of consumption of future
economic benefits embodied in the asset
is accounted for by changing the
amortisation period or method, as
appropriate, and treated as changes in
accounting estimates. The amortisation
expense on intangible assets with finite
lives is recognised in the Income statement
in the expense category consistent with
the function of the intangible asset.

(l) Impairment of non-financial assets
Many of the Group’s non-financial assets,
including goodwill, have been 100% 

funded by grants. In accordance with 
IAS 36 Impairment of assets, a grant
recognised as deferred income that relates
to a non-financial asset is deducted from
the carrying amount of the asset for
purposes of an impairment test for that
asset. Therefore, no impairment testing 
of non-financial assets is required, where
those assets have been funded by grants.

For those assets which have not been fully
grant funded the Group assesses whether
there are any indicators of impairment at
each reporting date. Assets are tested 
for impairment when there are indicators
that the carrying amounts may not be
recoverable. An asset or cash generating
unit’s recoverable amount is the higher 
of its fair value less costs to sell and its
value in use.

When value in use calculations are
undertaken, management must estimate 
the expected future cash flows from the
asset or cash generating unit and choose a
suitable discount rate in order to calculate
the present value of those cash flows.

An assessment is made at each reporting
date as to whether there is any indication
that previously recognised impairment
losses may no longer exist or may have
decreased. If such indication exists the
Group estimates the asset’s or cash
generating unit’s recoverable amount. 
A previous impairment loss is reversed
only if there has been a change in the
assumptions used to determine the
asset’s recoverable amount since the 
last impairment loss was recognised. 
The reversal is limited so that the carrying
amount of the asset does not exceed 
its recoverable amount, nor exceed the
carrying amount that would have been
determined, net of depreciation, had no
impairment loss been recognised for 
the asset in prior periods.

(m) Cash and short term deposits
Cash and short term deposits consist 
of cash at bank and in hand.

(n) Provisions
A provision is recognised when the Group
has a legal or constructive obligation as 
a result of a past event, it is probable that
an outflow of economic benefits will be
required to settle the obligation and a
reliable estimate can be made of the
amount of the obligation. If the effect 
is material, expected future cash flows 
are discounted using a current pre-tax 
rate that reflects, where appropriate, 
the risks specific to the liability.
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3. REVENUE
Revenue recognised in the Income statement is analysed as follows:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Revenue from airport charges                                                                                               14,133                                       13,810

Concession revenues                                                                                                             1,265                                         1,218

Rental income                                                                                                                         1,228                                        1,288

Total revenue                                                                                                                        16,626                                       16,316

4. OTHER INCOME
                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Government grants                                                                                                               18,247                                      19,552

Exceptional income                                                                                                                       –                                           500

                                                                                                                                            18,247                                      20,052

The Group receives an operating subsidy, which is receivable from Scottish Government, for the continuation of operations at its 
11 airports. Dundee airport is operated through a subsidiary. The amount of the subsidy received in 2011 and 2010 were as follows:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000
Revenue

Scottish Government                            Operating subsidy                                                   18,100                                      19,200

Scottish Government                            Route Development Fund                                                –                                              61

Scottish Government                            Route Development Fund                                                –                                              19

Scottish Government                            Air Discount Scheme                                                   156                                            191

Scottish Enterprise                                Route Development Fund                                                9                                             78

HIEIEH                                                  Marketing assistance                                                       –                                               3

Miscellaneous                                       Miscellaneous                                                               (18)                                              –

                                                                                                                                            18,247                                      19,552

Capital

Scottish Government                            Operating subsidy                                                    7,000                                        7,000

                                                                                                                                              7,000                                        7,000

                                                                                                                                            25,247                                      26,552
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2.5 NEW STANDARDS AND INTERPRETATIONS NOT APPLIED

The following new standards, interpretations and amendments have effective dates after the date of the financial statements and have not 
yet been implemented by the Group.
   Effective for periods commencing

IFRS 9 Financial instruments: Recognition and measurement 1 January 2013

IFRIC 14 (amendment) Prepayments of a minimum funding requirements 1 January 2011

IFRIC 19 Extinguishing financial liabilities with equity instruments 1 July 2010

   Improvements to IFRSs (issued May 2010) Various

The above standards and interpretations are expected to be adopted in accordance with their effective dates and have not been adopted 
in these financial statements. The directors do not anticipate that adoption of these standards and interpretations will have a material 
impact on the financial statements in the period of initial application.

5. GROUP OPERATING (LOSS) / PROFIT
This is stated after charging / (crediting):

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

(Decrease) / increase in fair value of investment properties (note 10)                                          (9)                                          103

Depreciation of property, plant and equipment (note 9)                                                          7,887                                         7,218

Amortisation of intangible assets (note 12)                                                                               303                                           303

                                                                                                                                               8,190                                         7,521

Deferred subsidies release (note 18)                                                                                    (7,623)                                      (6,799)

Operating lease payments                                                                                                           43                                               3

Auditors remuneration – audit services                                                                                        31                                             28

Auditors remuneration – technical advice                                                                                    36                                             67

                                                                                                                                                   67                                             95

6. EMPLOYEE BENEFIT EXPENSE
This is stated after charging / (crediting):

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Wages and salaries                                                                                                              16,870                                      15,495

Social security costs                                                                                                              1,369                                        1,236

Pension costs                                                                                                                         1,998                                        2,159

Other staff costs                                                                                                                       495                                           619

                                                                                                                                            20,732                                      19,509

The pension costs are in respect of defined benefit schemes.

The average monthly number of employees, including casuals, during the year was made up as follows:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Administration                                                                                                                             55                                             55

Air traffic services

                                                                                                                                                   68                                             69

Airport fire service                                                                                                                     198                                            191

Apron operations

                                                                                                                                                   10                                               8

Engineering                                                                                                                                 21                                              21

Management                                                                                                                               36                                             38

Security                                                                                                                                     197                                           192

                                                                                                                                                 585                                            574

Directors’ remuneration

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Emoluments                                                                                                                               194                                           257

Pension contributions                                                                                                                  28                                             38



6. EMPLOYEE BENEFIT EXPENSE (CONTINUED)
Directors’ emoluments, including pension contributions, fell within the following ranges:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

£5,001 to £10,000                                                                                                                       4                                               4

£15,001 to £20,000                                                                                                                     1                                               –

£20,001 to £25,000                                                                                                                     1                                               1

£105,001 to £110,000                                                                                                                  –                                               1

£130,001 to £135,000                                                                                                                 –                                               1

£145,001 to £150,000                                                                                                                 1                                               –

The emoluments of the chairman were £21,880 (2010: £21,880) excluding pension contributions of £Nil (2010: £Nil) and of the
highest paid director, Inglis Lyon, were £122,246 (2010: £109,617) excluding pension contributions of £23,914 (£20,930).

Mr Lyon was the only director for whom the Group made contributions during the year as a member of the Highlands and Islands
Airports Pension Scheme.

7. FINANCE REVENUE
Directors’ emoluments, including pension contributions, fell within the following ranges:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Bank interest receivable                                                                                                              30                                              41

Other finance income                                                                                                                  79                                              71

                                                                                                                                                 109                                            112

8. TAXATION
(a) Tax charged in the Income statement

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Current income tax:

Current income tax charge / (credit)                                                                                              –                                               –

Amounts overprovided in previous years                                                                                    (27)                                             (3)

Total current income tax                                                                                                             (27)                                             (3)

Deferred tax:

Origination and reversal of temporary differences                                                                        (4)                                         (142)

Effect of decreased tax rate on closing liability                                                                           (23)                                              –

Total deferred tax                                                                                                                        (27)                                         (142)

Tax expense in the Income statement                                                                                     (54)                                         (145)

The tax credit in the Income statement is disclosed as follows:

Income tax credit on continuing operations                                                                                (54)                                         (145)
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8. TAXATION (CONTINUED)
(b) Tax relating to items charged or credited to other comprehensive income

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000
Current tax:

Tax on defined benefit pension scheme                                                                                         –                                               –

Total current income tax                                                                                                                 –                                               –

Deferred tax:

Deferred tax on defined benefit pension scheme                                                                           –                                               –

Total deferred tax                                                                                                                           –                                               –

Tax expense in statement of other comprehensive income                                                       –                                               –

(c) Reconciliation of the total tax charge

The tax credit in the Income statement for the year is lower than the standard rate of corporation tax in the United Kingdom of 28%
(2010: 28%). The differences are reconciled below:

                                                                                                                                                2011                                         2010
                                                                                                                                               £000                                         £000

Accounting profit / (loss) before income tax                                                                          (2,379)                                          454

Accounting profit / (loss) multiplied by the UK standard rate of tax of 28% (2010: 28%)         (667)                                          127

Expenses not deductable for tax purposes                                                                                    3                                             22

Tax losses carried forward                                                                                                         397                                               4

Government grants exempt from tax                                                                                      (2,174)                                      (2,298)

Pension provisions not tax deductible                                                                                        179                                          (219)

Adjustments in respect of prior periods IFRS                                                                             (38)                                              –

Adjustments in respect of prior periods                                                                                      (27)                                             (3)

Adjustment in respect of IFRS taxable in later period                                                                    –                                            (48)

Interest on redeemable shares                                                                                                   (20)                                               -

Adjustment relating to sale of assets                                                                                            (1)                                           (29)

Adjustment relating to tax on UK GAAP                                                                                        1                                               –

Net depreciation in excess of capital allowances                                                                   2,292                                        2,429

Small companies tax relief                                                                                                            (3)                                              –

Share of JV not tax deductible                                                                                                      31                                              12

Deferred tax movement per note 8 (d)                                                                                        (27)                                         (142)

Total tax credit reported in the Income statement                                                                  (54)                                         (145)



8. TAXATION (CONTINUED)
(d) Deferred tax

The deferred tax included in the Group balance sheet is as follows:

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000
Deferred tax liability

Accelerated capital allowances                                                                                             (4,442)             (4,633)             (2,432)

Revaluations of investment properties                                                                                      (291)                (318)                (273)

Pensions                                                                                                                                        –                       –                 (732)

                                                                                                                                             (4,733)             (4,951)             (3,437)

Deferred tax asset

Pensions                                                                                                                                   625                1,352                       –

Tax losses carried forward                                                                                                      2,105                1,739               1,868

Deferred revenue                                                                                                                    3,378                3,426                1,109

Deferred tax not recognised                                                                                                  (1,666)             (1,884)                     –

                                                                                                                                              4,442               4,633                2,977

Disclosed on the Group balance sheet

Deferred tax asset / (liability)                                                                                                    (291)                (318)                (460)

A deferred tax asset has not been recognised in respect of temporary differences related to historical trading losses incurred by 
the Group, which will be recovered only if the Group begins to make significant taxable profits. There is insufficient evidence that 
this asset will be recovered to allow it’s recognition in the financial statements.

9. PROPERTY, PLANT AND EQUIPMENT
Group                                                                                                      Land and          Plant and    Construction                         
                                                                                                                 buildings        equipment       in progress                 Total
                                                                                                                      £000                £000                £000                £000
Cost or valuation:

At 1 April 2009                                                                                           40,338             85,527              10,647            136,512

Additions                                                                                                          760                4,751               1,234                6,745

Disposals                                                                                                              –               (1,075)                     –               (1,075)

Transfers                                                                                                           968               9,586            (10,554)                      –

At 31 March 2010 and 1 April 2010                                                            42,066             98,789                1,327            142,182

Additions                                                                                                           171                2,792                1,875               4,838

Disposals                                                                                                              –               (1,793)                  (48)              (1,841)

Transfers                                                                                                             84                1,100               (1,184)                      –

At 31 March 2011                                                                                        42,321           100,888                1,970            145,179

Depreciation and impairment:

At 1 April 2009                                                                                           (18,646)           (34,018)                     –            (52,664)

Provided during the year                                                                               (1,984)             (5,234)                     –               (7,218)

Disposals                                                                                                              –                  236                       –                   236

At 31 March and 1 April 2010                                                                    (20,630)           (39,016)                     –            (59,646)

Provided during the year                                                                               (1,905)             (5,982)                     –              (7,887)

Disposals                                                                                                              –                1,777                       –                1,777

At 31 March 2011                                                                                      (22,535)           (43,221)                     –            (65,756)

Net book value:

At 31 March 2011                                                                                        19,786              57,667                1,970              79,423

At 31 March 2010                                                                                        21,436              59,773                1,327             82,536

At 31 March 2009                                                                                       21,692              51,508              10,647              83,847
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9. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Company                                                                                                 Land and          Plant and    Construction                         
                                                                                                                 buildings        equipment       in progress                 Total
                                                                                                                      £000                £000                £000                £000
Cost or valuation:

At 1 April 2009                                                                                           36,803             68,796              10,240            115,839

Additions                                                                                                          760                4,314                1,192                6,266

Disposals                                                                                                              –               (1,065)                     –               (1,065)

Transfers                                                                                                           931                9,251             (10,182)                      –

At 31 March 2010 and 1 April 2010                                                            38,494              81,296               1,250            121,040

Additions                                                                                                            86                2,705                1,747               4,538

Disposals                                                                                                              –               (1,793)                  (48)              (1,841)

Transfers                                                                                                             48                1,056               (1,104)                      –

At 31 March 2011                                                                                        38,628             83,264               1,845            123,737

Depreciation and impairment:

At 1 April 2009                                                                                           (17,428)           (32,126)                     –            (49,554)

Provided during the year                                                                               (1,739)             (3,888)                     –              (5,627)

Disposals                                                                                                              –                  235                       –                   235

At 31 March and 1 April 2010                                                                     (19,167)           (35,779)                     –            (54,946)

Provided during the year                                                                               (1,655)             (4,616)                     –               (6,271)

Disposals                                                                                                              –                1,778                       –                1,778

At 31 March 2011                                                                                      (20,822)           (38,617)                     –            (59,439)

Net book value:

At 31 March 2011                                                                                        17,806              44,647                1,845             64,298

At 31 March 2010                                                                                        19,327              45,517               1,250             66,094

At 31 March 2009                                                                                       19,375             36,670              10,240             66,285

10. INVESTMENT PROPERTY
Investment properties are stated in the statement of financial position at fair value as shown below:

                                                                                                                    Group         Company               Group          Company
                                                                                                                       2011                 2011                 2010                 2010
                                                                                                                      £000                £000                £000                £000
Valuation at 1 April                                                                                         1,244                  998                1,141                   871

Additions                                                                                                              –                       –                       –                       –

Disposals                                                                                                              –                       –                       –                       –

Fair value adjustment                                                                                           (9)                      1                   103                   127

Valuation as at 31 March                                                                                1,235                   999                1,244                  998

Fair value has been determined based on market valuations, in accordance with valuation standards published by the Royal Institution
of Chartered Surveyors. In arriving at their estimates of market values, the valuers have used their market knowledge and professional
judgement and not only relied on historical transactional comparables.

The valuations were performed by Jones Lang LaSalle as at 31 March 2011, an accredited independent with a recognised and
relevant professional qualification and with recent experience in the location and category of investment properties being valued. 
The critical assumptions made relating to valuations are set out below:

                                                                                                                                                2011                 2010                2009
Yields (%)                                                                                                                      8.5%–12%       8.5%–12%      8.5%–11%

Inflation rate (%)                                                                                                                        n/a                    n/a                    n/a

Long term vacancy rate (%)                                                                                                       n/a                    n/a                    n/a

Long term growth in real rental rates (%)                                                                                   0%                   0%                   0%



11. INVESTMENTS
Group

(a) Investment in joint ventures

Highlands and Islands Airports Limited owns 34% of the ordinary share capital and 87% of the redeemable shares in Inverness
Airport Business Park Limited (IABP), a jointly controlled entity which is a property investment company. The Group accounts for 
its interest in IABP using the equity method.

The share of assets, liabilities, income and expenses of the jointly controlled entity at 31 March and for the years then ended are 
as follows:

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000
Share of the joint venture’s balance sheet:

Non-current assets                                                                                                                 1,466                1,466               1,466

Current assets                                                                                                                             18                       3                     17

Current liabilities                                                                                                                        (47)                  (32)                  (84)

Non-current liabilities                                                                                                                (818)                (752)                (768)

Share of other reserves                                                                                                              (35)                    (9)                   23

Share of net assets                                                                                                                  584                   676                  654

                                                                                                                                                                       2011                 2010
                                                                                                                                                                        £000                £000
Share of the joint venture’s results:

Revenue                                                                                                                                                                 –                       –

Net operating expenses                                                                                                                                     (114)                  (92)

Profit / (loss) before taxation                                                                                                                              (114)                  (92)

Tax expense                                                                                                                                                            6                       2

Profit / (loss) after taxation                                                                                                                                (108)                  (90)

The financial statements of IABP are prepared for the same reporting period as the Group financial statements.

(b) Details of Group undertakings

Details of the investments in which the Group holds 20% or more of the nominal value of any class of share capital at 31 March 2010
and 2011 are as follows:

                                                                                                                                 Proportion of
                                                                                                                                   voting rights                     Nature of
Name of company                                                        Holding                         and shares held                     business

Subsidiary undertakings:

Airport Management Services Limited                            Ordinary shares                               100%                     Airport services

Dundee Airport Limited                                                  Ordinary shares                               100%                     Airport operations

Inverness Air Terminal Limited                                        Ordinary shares                               100%                     Dormant

HIAL Leaseco Limited                                                    Ordinary shares                               100%                     Dormant

Joint ventures:

Inverness Airport Business Park Limited                        Ordinary shares                                 34%                     Property Investment

                                                                                      Redeemable shares                           87%
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11. INVESTMENTS (CONTINUED)
Company                                                                                                                        Subsidiary                  Joint                         
                                                                                                                                   undertakings           ventures                 Total
                                                                                                                                              £000                £000                £000
Cost:

At 1 April 2009                                                                                                                         397                1,841               2,238

Acquisitions                                                                                                                                   –                       –                       –

Additions                                                                                                                                     10                   113                   123

At 31 March and 1 April 2010                                                                                                   407               1,954                2,361

Acquisitions                                                                                                                                   –                       –                       –

Additions                                                                                                                                       –                     14                     14

At 31 March                                                                                                                               407               1,968                2,375

Depreciation and impairment:

1 April 2009                                                                                                                               (50)                      –                   (50)

Amortisation during the year                                                                                                          –                       –                       –

Impairment charges                                                                                                                       –                       –                       –

At 31 March and 1 April 2010                                                                                                    (50)                      –                   (50)

Amortisation during the year                                                                                                          –                       –                       –

Impairment charges                                                                                                                       –                       –                       –

At 31 March 2011                                                                                                                      (50)                      –                   (50)

Net book value:

At 31 March 2011                                                                                                                      357                1,968               2,325

At 31 March 2010                                                                                                                     357               1,954                2,311

At 31 March 2009                                                                                                                     347                1,841                2,188



12. INTANGIBLE FIXED ASSETS
                                                                                                                                              Other                                                 
                                                                                                                                        intagibles           Goodwill                 Total
                                                                                                                                              £000                £000                £000
Cost:

At 1 April 2009                                                                                                                       3,071              22,107              25,178

Acquisitions                                                                                                                                   –                       –                       –

Additions                                                                                                                                       –                       –                       –

At 31 March and 1 April 2010                                                                                                 3,071              22,107              25,178

Acquisitions                                                                                                                                   –                       –                       –

Additions                                                                                                                                       –                       –                       –

At 31 March                                                                                                                            3,071              22,107              25,178

Depreciation and impairment:

1 April 2009                                                                                                                             (943)             21,738)           (22,681)

Amortisation during the year                                                                                                    (303)                     –                 (303)

Impairment charges                                                                                                                       –                       –                       –

At 31 March and 1 April 2010                                                                                                (1,246)            (21,738)           (22,984)

Amortisation during the year                                                                                                    (303)                     –                 (303)

Impairment charges                                                                                                                       –                       –                       –

At 31 March 2011                                                                                                                  (1,549)            (21,738)           (23,287)

Net book value:

At 31 March 2011                                                                                                                   1,522                   369                1,891

At 31 March 2010                                                                                                                  1,825                  369                2,194

At 31 March 2009                                                                                                                  2,128                  369               2,497

Other intangibles relate to a concession income separately identifiable as part of the acquisition of Inverness Air Terminal Limited 
and leasing contracts acquired as part of the acquisition of Dundee Airport Limited. Both intangible assets were grant funded. These
assets were initially recorded at their fair values of £2,900,000 and £170,500 respectively and subsequently measured under the 
cost model. The assets are being amortised over the periods over which the contractual cash flows are expected to arise.

13. LOANS TO JOINT VENTURES
Group                                                                                                                                      2011                 2010                2009
                                                                                                                                               £000                £000                £000

Loans to joint ventures                                                                                                           1,038                  964                  896

Total non-current financial assets                                                                                           1,038                  964                  896

Company                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Loans to joint ventures                                                                                                           1,038                  964                  896

Total non-current financial assets                                                                                           1,038                  964                  896

The loan above relates to two amounts loaned to IABP (the Group’s joint venture investment) by Highlands and Islands Airports
Limited. The first amount relates to funding provided to IABP for operational expenditure until IABP starts earning its revenue, which
was stipulated under the shareholders’ agreement. The second part relates to redeemable shares issued by the joint venture against a
piece of land sold by HIAL to IABP. The redeemable shares are to be redeemed at IABPs discretion once they have the financial ability
to do so. The funding will be repaid when the joint venture begins to earn revenue.

The loans are classified as loans and receivables, are interest free and are neither past due nor impaired.
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14. TRADE AND OTHER RECEIVABLES
Group                                                                                                                                      2011                 2010                2009
                                                                                                                                               £000                £000                £000

Trade receivables                                                                                                                   1,699                1,561                1,724

Less: provision for impairment of receivables                                                                           (108)                (236)                   (41)

Trade receivables net of impairment                                                                                       1,591                1,325               1,683

Receivables from joint ventures                                                                                                 138                     96                  249

Prepayments and other accrued income                                                                                 1,733                4,421               1,028

Other receivables                                                                                                                      126                  540                  596

                                                                                                                                              3,588               6,382               3,556

Out of the carrying amount of trade receivables of £1,591,000, £948,000 relates to 3 major customers.

Trade receivables are non-interest bearing and are generally on 30 days credit terms and are shown net of a provision for impairment.
As at 31 March 2011, trade receivables at nominal value of £108,000 were determined to be impaired because of poor payment
history or insolvency of the debtor and fully provided for. Movements in the provision for impairment of receivables were as follows:

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

At 1 April                                                                                                                                  (236)                   (41)                   (16)

Impairment losses recognised on trade receivables                                                                   (15)                 (214)                  (31)

Amounts written off as uncollectable                                                                                             –                       7                       6

Receivables collected previously impaired                                                                                143                     12                       –

At 31 March                                                                                                                              (108)                (236)                   (41)

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Neither past due nor impaired                                                                                                 1,204                1,180                1,242

Past due but not impaired

< 30 days                                                                                                                                  247                   106                  285

30 – 60 days                                                                                                                               69                     41                   117

60 – 90 days                                                                                                                               32                       5                       5

90 – 120 days                                                                                                                               6                      (7)                   34

> 120 days                                                                                                                                  33                       –                       –

                                                                                                                                               1,591                1,325               1,683

As of 31 March 2011, trade receivables of £1,699,000 were considered for impairment and of which an amount of £108,000 
was provided with the remaining amount expected to be fully recovered. The individually impaired trade receivables mainly relate 
to customers who are in difficult economic situations.

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000
Ageing of impaired trade receivables:

Up to 3 months                                                                                                                             –                   148                    20

Between 3 and 6 months                                                                                                              5                     65                       6

More than 6 months                                                                                                                  103                     23                     15

At 31 March                                                                                                                               108                  236                     41



14. TRADE AND OTHER RECEIVABLES (CONTINUED)

Company                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Trade receivables                                                                                                                    1,565                1,386               1,584

Less: provision for impairment of receivables                                                                           (106)                (236)                  (40)

Trade receivables net of impairment                                                                                       1,459                1,150               1,544

Receivables from subsidiaries                                                                                                   167               2,908                   218

Receivables from joint ventures                                                                                                 138                     96                   143

Prepayments and other accrued income                                                                                 1,677                1,379               1,089

Other receivables                                                                                                                        84                   478                  502

                                                                                                                                              3,525                6,011               3,496

Out of the carrying amount of trade receivables of £1,459,000, £938,000 relates to 3 major customers.

Trade receivables are non-interest bearing and are generally on 30 days credit terms and are shown net of a provision for impairment.
As at 31 March 2011, trade receivables at nominal value of £106,000 were determined to be impaired because of poor payment
history or insolvency of the debtor and fully provided for. Movements in the provision for impairment of receivables were as follows:

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

At 1 April                                                                                                                                  (236)                  (40)                  (13)

Impairment losses recognised on trade receivables                                                                   (13)                 (214)                  (30)

Amounts written off as uncollectable                                                                                             –                       7                       3

Receivables collected previously impaired                                                                                143                     11                       –

At 31 March                                                                                                                              (106)                (236)                  (40)

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Neither past due nor impaired                                                                                                 1,104                1,027                1,143

Past due but not impaired

< 30 days                                                                                                                                  242                   102                   251

30 – 60 days                                                                                                                               51                     23                   111

60 – 90 days                                                                                                                               31                       5                       5

90 – 120 days                                                                                                                               5                      (7)                   34

> 120 days                                                                                                                                  27                       –                       –

                                                                                                                                              1,460                1,150               1,544

As of 31 March 2011, trade receivables of £1,565,000 (2010: £1,386,000, 2009: £1,584,000) were considered for impairment and
of which an amount of £106,000 was provided with the remaining amount expected to be fully recovered. The individually impaired
trade receivables mainly relate to customers who are in difficult economic situations.

                                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Ageing of impaired trade receivables:

Up to 3 months                                                                                                                             –                   148                    20

Between 3 and 6 months                                                                                                              –                     65                       6

More than 6 months                                                                                                                  106                     23                     14

At 31 March                                                                                                                               106                  236                    40
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15. INVENTORIES
Group and Company                                                                                                              2011                 2010                2009
                                                                                                                                               £000                £000                £000

Aviation fuel                                                                                                                                 56                     42                    39

16. CASH AND CASH EQUIVALENTS
For the purposes of the Group statement of cash flows, cash and cash equivalents comprises the following:

Group                                                                                                                                      2011                 2010                2009
                                                                                                                                               £000                £000                £000

Cash at bank                                                                                                                        14,045              12,257             12,292

Short term deposits                                                                                                                       –                       –                       –

                                                                                                                                            14,045              12,257             12,292

Cash at bank earns interest at floating rates based on daily bank deposit rates.

Company                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Cash at bank                                                                                                                        13,098              11,416              11,777

Short term deposits                                                                                                                       –                        -                        -

                                                                                                                                            13,098              11,416              11,777

17. TRADE AND OTHER PAYABLES
Group                                                                                                                                      2011                 2010                2009
                                                                                                                                               £000                £000                £000

Trade payables                                                                                                                          731                1,144               2,332

Other taxes and social security                                                                                                  347                   351                  385

Other payables                                                                                                                          439                   721                    64

Deferred income                                                                                                                     3,573                4,978               2,501

                                                                                                                                              5,090                7,194               5,282

Company                                                                                                                                2011                 2010                2009
                                                                                                                                               £000                £000                £000

Trade payables                                                                                                                          633                1,023                2,114

Amounts owed to other Group companies                                                                              2,112                   347                  347

Other taxes and social security                                                                                                  312                   319                   351

Other payables                                                                                                                          305                  349                    62

Deferred income                                                                                                                    2,505               4,305               2,063

                                                                                                                                              5,867               6,343               4,937



18. DEFERRED SUBSIDIES
Group                                                                                                                                                              2011                 2010
                                                                                                                                                                        £000                £000

Balance at 1 April                                                                                                                                          92,472             92,321

Subsidies receivable                                                                                                                                       7,000                7,030

Release to Income statement                                                                                                                         (7,623)             (6,799)

Release against asset disposals                                                                                                                            –                   (80)

Balance at 31 March                                                                                                                                     91,849              92,472

Company                                                                                                                                                        2011                 2010
                                                                                                                                                                        £000                £000

Balance at 1 April                                                                                                                                          74,184              72,734

Subsidies receivable                                                                                                                                       5,298                6,474

Release to Income statement                                                                                                                         (5,750)             (4,949)

Release against asset disposals                                                                                                                            –                    (75)

Balance at 31 March                                                                                                                                     73,732              74,184

19. FINANCIAL INSTRUMENTS
Credit risk
Credit risk is the risk of loss resulting from customer default arising on all credit exposures. The Group has established procedures 
to minimise the risk of default by its trade receivables including an established credit control function with the finance department.

There are no significant concentrations of credit risk within the Group unless otherwise disclosed. The maximum credit risk exposure
related to financial assets is represented by the carrying value at the balance sheet date.

Liquidity risk
Liquidity risk is the risk that the Group will be unable to meet its obligations as they fall due owing to insufficient financial resources.
The Group manages liquidity risk by maintaining adequate reserves and banking facilities and continually monitoring forecast and
actual cash flows.

The table below summarises the maturity profile of the Group’s financial liabilities at 31 March 2011, 31 March 2010 and 1 April 2009
based on contractual undiscounted payments:

                                                                                                                                                                                                         
                                                                        On           Les than              3 to 12                1 to 5                 Over                         
                                                                 demand          3 months             months                years             5 years                 Total
                                                                    £000                £000                £000                £000                £000                £000

Trade and other payables:

At 31 March 2011                                                –               5,335                       –                       –                       –                5,335

At 31 March 2010                                               –                7,194                       –                       –                       –                7,194

At 1 April 2009                                                    –               5,283                       –                       –                       –                5,283

Fair values of financial assets and financial liabilities
Set out below is a comparison by category of carrying amounts and fair values of all the Group’s financial instruments that are 
carried in the financial statements:

                                                                                    Carrying amount                                                    Fair value

                                                                     2011                 2010                 2010                 2011                 2010                 2010
                                                                     £000                £000                £000                £000                £000                £000

Financial assets

Loans and receivables                                  1,038                  964                  896                1,038                  964                  896

Trade and other receivables                          3,451               6,286               3,307                3,451               6,286               3,307

Loans receivable                                             138                     96                  249                   138                     96                  249

Financial liabilities

Trade and other payables                             5,335                7,194               5,283                5,335                7,194               5,283
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19. FINANCIAL INSTRUMENTS (CONTINUED)

The fair values of Loans and receivables and Loans receivable have been calculated by discounting the expected future cash flows 
at prevailing market interest rates for instruments with substantially the same terms and characteristics.   

The carrying value of short term receivables and payables are assumed to approximate their fair value where the effects of 
discounting are not material.

20. PENSIONS
The Group’s employees are members of two final salary defined benefit pension schemes – the Highlands and Islands Airports
Pension Scheme (HPS) and the Tayside Superannuation Fund (TSF). Group member numbers of each fund at 31 March 2011 were
437 (2010: 431, 2009: 408) and 53 (2010: 44, 2009: 41). Both schemes are operated and located in the United Kingdom and
require contributions to be made to separately administered funds.

The values of the schemes obligations have been determined by a qualified actuary based on actuarial valuations as at 31 December
2007 for the HPS and 31 March 2008 for the TSF, both updated to the balance sheet date.

The assets and liabilities of the schemes at 31 March are:

At 31 March 2011                                                                                                                    HPS                  TSF                 Total
                                                                                                                                               £000                £000                £000
Scheme assets at fair value

Equities                                                                                                                                40,292                1,929              42,221

Gilts                                                                                                                                       6,605                   188                6,793

Other bonds                                                                                                                         18,495                   268              18,763

Property                                                                                                                                         –                   241                   241

Cash                                                                                                                                         660                     54                   714

Fair value of scheme assets                                                                                                 66,052               2,680              68,732

Present value of scheme liabilities                                                                                       (68,457)             (3,015)           (71,472)

Defined benefit pension scheme deficit                                                                             (2,405)                (335)             (2,740)

At 31 March 2010                                                                                                                    HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000
Scheme assets at fair value

Equities                                                                                                                                36,465               1,646              38,111

Gilts                                                                                                                                       5,894                   160               6,054

Other bonds                                                                                                                         16,907                  229              17,136

Property                                                                                                                                         –                   183                   183

Cash                                                                                                                                         375                    69                  444

Fair value of scheme assets                                                                                                 59,641               2,287              61,928

Present value of scheme liabilities                                                                                       (64,470)             (3,261)            (67,731)

Defined benefit pension scheme deficit                                                                             (4,829)                (974)             (5,803)

At 31 March 2009                                                                                                                    HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000
Scheme assets at fair value

Equities                                                                                                                                21,897                  932             22,829

Gilts                                                                                                                                       5,283                   166               5,449

Other bonds                                                                                                                         12,824                   123              12,947

Property                                                                                                                                         –                   147                   147

Cash                                                                                                                                         306                    80                  386

Fair value of scheme assets                                                                                                  40,310               1,448              41,758

Present value of scheme liabilities                                                                                       (37,696)             (1,603)           (39,299)

Defined benefit pension scheme surplus / (deficit)                                                          (2,614)                (155)             (2,459)



20. PENSIONS (CONTINUED)

The amounts recognised in the Group income statement and in the Group statement of comprehensive income for the year are
analysed as follows:

Year ended 31 March 2011                                                                                                     HPS                  TSF                 Total
                                                                                                                                               £000                £000                £000
Recognised in Income statement

Current service cost                                                                                                               3,584                   314                3,898

Past service cost                                                                                                                           –                 (252)                (252)

Recognised in arriving at operating loss                                                                                 3,584                     62                3,646

Expected return on scheme assets                                                                                       (4,095)                (176)             (4,271)

Interest cost on obligations                                                                                                    3,908                   188               4,096

Other finance (revenue) / cost                                                                                                  (187)                    12                  (175)

Taken to the Statement of comprehensive income

Actual return on scheme assets                                                                                             3,849                   191               4,040

Less: expected return on scheme assets                                                                              (4,095)                (176)             (4,271)

                                                                                                                                                (246)                    15                  (231)

Other actuarial gains and losses                                                                                            3,453                   484                3,937

Actuarial gains and losses recognised in the Statement of comprehensive income               3,207                   499                3,706

Year ended 31 March 2010                                                                                                     HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000

Current service cost                                                                                                               2,017                   174                2,191

Past service cost                                                                                                                           –                       –                       –

Recognised in arriving at operating loss                                                                                 2,017                   174                2,191

Expected return on scheme assets                                                                                       (2,843)                  (97)             (2,940)

Interest cost on obligations                                                                                                    2,659                   116                2,775

Other finance (revenue) / cost                                                                                                  (184)                    19                  (165)

Taken to the Statement of comprehensive income

Actual return on scheme assets                                                                                           17,053                  557              17,610

Less: expected return on scheme assets                                                                              (2,843)                  (97)             (2,940)

                                                                                                                                             14,210                  460              14,670

Other actuarial gains and losses                                                                                         (22,421)             (1,294)           (23,715)

Actuarial gains and losses recognised in the Statement of comprehensive income               (8,211)                (834)             (9,045)
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20. PENSIONS (CONTINUED)

Changes in the present value of the defined benefit obligations are analysed as follows:

                                                                                                                                                HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000

As at 1 April 2009                                                                                                                37,696               1,603              39,299

Current service cost                                                                                                               2,015                   174                2,189

Past service cost                                                                                                                           –                       –                       –

Interest cost                                                                                                                           2,659                   116                2,775

Benefits paid                                                                                                                         (1,079)                     –               (1,079)

Contributions by scheme participants                                                                                       758                     74                   832

Actuarial losses                                                                                                                    22,421               1,294              23,715

Defined benefit obligation at 31 March 2010 and 1 April 2010                                         64,470                3,261              67,731

Current service cost                                                                                                               3,581                   314                3,895

Past service cost                                                                                                                           –                 (252)                (252)

Interest cost                                                                                                                           3,908                   188               4,096

Benefits paid                                                                                                                            (803)                  (84)                (887)

Contributions by scheme participants                                                                                       754                     72                   826

Actuarial gains                                                                                                                      (3,453)                (484)             (3,937)

Defined benefit obligation at 31 March 2011                                                                    68,457                3,015              71,472

Changes in the fair value of scheme assets are analysed as follows:

                                                                                                                                                HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000

As at 1 April 2009                                                                                                                40,310               1,448              41,758

Expected return on scheme assets                                                                                        2,843                     97               2,940

Contributions by employer                                                                                                     2,599                  208               2,807

Contributions by scheme participants                                                                                       758                     74                   832

Benefits paid                                                                                                                         (1,079)                     –               (1,079)

Actuarial gains                                                                                                                      14,210                  460              14,670

Fair value of scheme assets at 31 March 2010 and 1 April 2010                                      59,641               2,287              61,928

Expected return on scheme assets                                                                                        4,095                   176                4,271

Contributions by employer                                                                                                      2,611                   214               2,825

Contributions by scheme participants                                                                                       754                     72                   826

Benefits paid                                                                                                                            (803)                  (84)                (887)

Actuarial (losses) / gains                                                                                                          (246)                    15                  (231)

Fair value of scheme assets at 31 March 2011                                                                 66,052               2,680              68,732

The Group expects to contribute £2,893,000 to its defined benefit pension plans in 2011/12.



20. PENSIONS (CONTINUED)

Pension contributions are determined with the advice of independent qualified actuaries, Barnett Waddingham, on the basis of annual
valuations using the projected unit credit method. The projected unit credit method is an accrued benefits valuation method in which the
scheme liabilities make allowance for future earnings. Scheme assets are stated at their market values at the respective balance sheet
dates and overall expected rates of return are established by applying published brokers’ forecasts to each category of scheme assets.

                                                                                              HPS                                                                   TSF                          
                                                                     2011                 2010                2009                 2011                 2010                2009
                                                                       (%)                   (%)                   (%)                   (%)                   (%)                   (%)

Main assumptions:

Rate of salary increases                                 3.75                  3.90                 3.90                 3.50                  3.90                 3.00

Rate of increase in pensions in payment        3.75                  3.75                 3.20                  2.70                  3.90                 3.00

Discount rate                                                  5.85                  5.90                 6.90                  5.50                  5.50                  6.70

Expected rate of return on assets                   6.70                  6.72                 6.86                  7.30                  7.40                  6.10

Inflation                                                           3.75                  3.90                 3.20                 3.50                  3.90                 3.00

Post-retirement mortality rate (in years)

Current pensioners at 65 – Male                    24.4                  24.3                  24.2                  21.4                  21.4                  21.4

Current pensioners at 65 – Female                27.9                  27.8                  27.6                  24.4                  24.4                  24.4

Future pensioners at 65 – Male                     26.5                  26.4                 26.3                  22.3                  22.3                 22.3

Future pensioners at 65 – Female                  30.0                  29.9                 29.8                  25.3                  25.3                 25.3

Discount rate
The discount rate on the HPS scheme is the yield on the Merrill Lynch Non gilts AA Over 15 year Index plus an adjustment of -0.3% 
to reflect the duration of the liabilities relative to the duration of the Index. The discount rate on the TSF scheme is the yield on the
iBoxx AA rated over 15 year corporate bond index as at 31 March 2011.

Expected rate of return on assets
The expected rate of return on assets is based on the long-term future expected investment return for each asset class as at the
beginning of the period (i.e. as at 1 April 2010 for the year to 31 March 2011). The return on gilts and other bonds are assumed to 
be the gilt yield and corporate bond yield (with an adjustment to reflect default risk) respectively at the relevant date. The return on
equities and property is then assumed to be a margin above gilt yields.

Mortality
For both schemes, the mortality rates are based on the PA92 tables but the assumptions used differ in how future improvements are
allowed for.

For the HPS, the “long cohort projection” is used, with a minimum improvement of 1% per annum and the projection is made based on
the average year of birth of each group of members. The long cohort projection assumes that members will live longer than the original
projection used for the PA92 tables.

For the TSF, the projection published with the PA92 tables is used to project improvements to 2008 for current pensioners and 2018
for non-pensioners but with a minimum improvement of 1% per annum.

The “Current” disclosures above relate to assumptions based on longevity (in years) following retirement at the balance sheet date,
with “Future” being that relating to an employee retiring in 20 years time.

Sensitivities
The results stated in the tables above are sensitive to the assumptions used. Changing the assumptions will have the following
approximate effect on the HPS scheme liabilities (and hence the deficit at the end of the year assuming all else is equal):

Change in assumption                                                                                        Change mortality             Reduce           Increase
                                                                                                                assumption to PA92 long    discount rate             inflation
                                                                                                               cohort 1.5% improvement            by 0.1%            by 0.1%
                                                                                                                                              £000                £000                £000

Fair value of scheme assets                                                                                                 66,052             66,052             66,052

Present value of defined benefit obligation                                                                         (70,560)           (70,253)            (70,180)

Defined benefit pension scheme deficit                                                                                (4,508)             (4,201)              (4,128)

In respect of the TSF scheme, the following table sets out the impact of a change in the discount rates on the defined benefit
obligation and projected service cost, along with a +/- 1 year age rating adjustment to the mortality assumption:
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Change in assumption                                                                              + 0.1%             – 0.1%            + 1 year            – 1 year
                                                                                                                      £000                £000                £000                £000

Present value of defined benefit obligation                                                    2,903                3,132               2,909                3,122

Projected service cost                                                                                      239                  264                  240                  262

The projected pension expense for the year ending 31 March 2012 is as follows:

                                                                                                                                                HPS                  TSF                 Total
                                                                                                                                              £000                £000                £000

Current service cost                                                                                                               3,596                   251                3,847

Interest cost                                                                                                                            4,109                   172                4,281

Expected return on assets                                                                                                     (4,514)                (203)              (4,717)

Total                                                                                                                                        3,191                  220                3,411

Amounts for the current and previous four periods are as follows:

                                                                                              2011                 2010                2009                2008                2007
                                                                                             £000                £000                £000                £000                £000

HPS

Fair value of scheme assets                                                66,052              59,641              40,310             49,000             48,400

Present value of defined benefit obligation                        (68,457)           (64,470)           (37,696)           (44,100)           (48,000)

(Deficit) / surplus                                                                 (2,405)             (4,829)               2,614               4,900                  400

Experience adjustment on plan liabilities                              (3,453)            22,421            (12,288)              2,700                 (300)

Experience adjustments on plan assets                                  (246)             14,210             (14,911)             (5,600)                (100)

                                                                                              2011                 2010                2009                2008
                                                                                              2011                £000                £000                £000

TSF

Defined benefit obligation                                                    (3,015)             (3,261)             (1,603)             (1,582)

Plan assets                                                                           2,680                2,287               1,448                1,523

(Deficit) / surplus                                                                    (335)                (974)                (155)                  (59)

Experience adjustment on plan liabilities                                      –                       –                       –                       –

Experience adjustments on plan assets                                      15                  460                 (468)                (145)

21. SHARE CAPITAL
Changes in the present value of the defined benefit obligations are analysed as follows:

Group and Company                                                                                                              2011                 2010                2009
                                                                                                                                               £000                £000                £000

Authorised shares                                                                                                                       50                     50                    50

Allotted, called up and fully paid ordinary shares of £1 each                                                       50                     50                    50
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24. RELATED PARTY DISCLOSURE (CONTINUED)

Loans to related party                                                                                                                                         Amounts owed by
                                                                                                                                                                                 by related party
                                                                                                                                                                                                £000
Joint ventures

Inverness Airport Business Park Limited                                                                                                           2011                1,038

                                                                                                                                                                        2010                  964

                                                                                                                                                                        2009                  896

The loan made to IABP is not interest bearing. Further details are provided in note 13.

Controlling party
The Company’s ultimate controlling party is the Scottish Ministers who own the entire share capital.

26. CAPITAL COMMITMENTS
At 31 March 2011, amounts contracted for but not provided in the financial statements for the acquisition of property, plant and
equipment amounted to £3,055,000 for the Group (2010: £850,000) and £3,055,000 for the Company (2010: £745,000).

27. CAPITAL MANAGEMENT
The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy capital ratios
in order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions. To maintain or adjust
the capital structure, the Group may adjust dividend payments to shareholders, return capital to shareholders or issue new shares. 
No changes were made in the objectives, policies or processes during the years ended 31 March 2010 and 31 March 2011.

The Group’s capital structure consists of equity attributable to the equity holders of the parent, comprising share capital, reserves 
and retained earnings.

28. TRANSITION TO IFRSS
For all periods up to and including the year ended 31 March 2010, Highlands and Islands Airports Limited (the Group) prepared 
its financial statements in accordance with United Kingdom generally accepted accounting practice (UK GAAP). These financial
statements, for the year ended 31 March 2011, are the first the Group is required to prepare in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union.

Accordingly, the Group has prepared financial statements which comply with IFRSs applicable for periods beginning on or after 
1 April 2009 and the significant accounting policies meeting those requirements are described in the relevant notes.

In preparing these financial statements, the Group has started from an opening balance sheet as at 1 April 2009, the Group’s date 
of transition to IFRSs, and made those changes in accounting policies and other restatements required by IFRS 1 for the first-time
adoption of IFRSs. In addition, the Group identified some adjustments as part of this process that do not arise from a GAAP
difference and have therefore been classified as UK GAAP adjustments, rather than IFRS GAAP reclassifications or remeasurements.
As such, this note explains the principal adjustments made by the Group in restating its UK GAAP balance sheet as at 1 April 2009
and its previously published UK GAAP financial statements for the year ended 31 March 2010.

Exemptions applied
IFRS 1 allows first-time adopters certain exemptions from the retrospective application of certain IFRSs. The Group has taken the 
following exemptions:

•   IFRS 3 Business Combinations has not been applied to acquisitions of subsidiaries or of interests in associates and joint ventures that
occurred before 1 April 2009. Use of this exemption means that the local GAAP carrying amounts of assets and liabilities, which are
required to be recognised under IFRS, is their deemed cost at the date of the acquisition. After the date of the acquisition, measurement is
in accordance with IFRS. Assets and liabilities that do not qualify for recognition under IFRS are excluded from the opening IFRS balance
sheet. The Group did not recognise or exclude any previously recognised amounts as a result of IFRS recognition requirements, however
certain leasing contracts have been reclassified as intangibles assets.

22. CASH GENERATED FROM OPERATIONS
                                                                                                                                                                       2011                 2010
                                                                                                                                                                       £000                £000

Operating profit / (loss)                                                                                                                                  (2,555)                 266

Amortisation of intangibles                                                                                                                                 303                  303

Depreciation of property, plant and equipment                                                                                                7,887                7,218

Decrease / (increase) in inventories                                                                                                                    (14)                    (3)

(Increase) / decrease in trade and other receivables                                                                                       2,734               (2,770)

Increase / (decrease) in trade and other payables                                                                                         (2,860)               3,143

Movement in deferred subsidies                                                                                                                    (7,623)             (6,799)

Fair value movement on investment properties                                                                                                       9                  (103)

Difference between pension contributions and charges                                                                                     818                  (618)

Profit on disposal of property, plant and equipment                                                                                              (7)                (130)

Cash generated from operations                                                                                                                    (1,308)                 507

23. OBLIGATIONS UNDER LEASES AND HIRE PURCHASE CONTRACTS
Operating lease agreements where the Group is the lessee

The Group has entered into commercial leases on certain property and items of machinery. These leases have an average duration of
between 2 and 10 years. Only property lease agreements contain an option to extend, with such options exercisable six months
before the expiry of the lease term.

Future minimum rentals payable under these non-cancellable operating leases are as follows:

                                                                                                                                                                       2011                 2010
                                                                                                                                                                       £000                £000

Not later than one year                                                                                                                                         43                       3

After one year but not more than 5 years                                                                                                            164                       7

Later than 5 years                                                                                                                                               160                       –

                                                                                                                                                                          367                     10

24. RELATED PARTY DISCLOSURE
During the year the Group entered into transactions, in the ordinary course of business, with other related parties. 
Transactions entered into, and trading balances outstanding at 31 March with other related parties, are as follows:

                                                                                                                                       Purchases           Amounts           Amounts
                                                                                                                  Sales to                  from           owed by            owed to
                                                                                                                    related              related              related              related
                                                                                                                       party                 party                 party                 party
                                                                                                                      £000                £000                £000                £000

Related party

Joint ventures

Inverness Airport Business Park Limited                                2011                       –                       –                   138                       –

                                                                                              2010                       –                       –                    96                       –

                                                                                             2009                       –                       –                   143                       –

The Group has taken advantage of the exemption available in IAS 24 Related party disclosures paragraph 25 for government related
entities in relation to related party transactions and outstanding balances, including commitments with Scottish Government (the
ultimate controlling party of the Group). The significant transactions between the Group and Scottish Government are the subsidies,
disclosed in note 4.
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28. TRANSITION TO IFRSS (CONTINUED)

Group reconciliation of equity at 31 March 2010
                                                                                                                                                IFRS                IFRS-                         
                                                                                                               UK GAAP           Reclass-           Remeas-                         
                                                                                            GAAP     Adjustments           ifications          urements                 IFRS
                                                                Notes                    £000                £000                £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                         9                 82,440                  (170)                  (29)                 295             82,536

Investment properties                                    10                          –                       –                  362                  882                1,244

Investment in joint venture                              11                   2,031                 (393)                     –                 (962)                 676

Intangible assets                                            12                   2,053                   141                       –                       –                2,194

Other investments                                                                    283                       –                 (283)                     –                       –

Long term loan to joint venture                      13                          –                       –                       –                  964                  964

Defined benefit pension scheme surplus       20                          –                       –                       –                       –                       –

                                                                                           86,807                 (422)                   50                1,179              87,614

Current assets

Trade and other receivables                           14                   6,319                       –                       –                    63               6,382

Inventories                                                     15                        42                       –                       –                       –                     42

Cash and cash equivalents                            16                 12,257                       –                       –                       –              12,257

                                                                                           18,618                       –                       –                    63              18,681

Total assets                                                                       105,425                 (422)                   50                1,242           106,295

LIABILITIES

Current liabilities

Trade and other payables                               17                  (6,893)                     –                       –                 (301)              (7,194)

Income taxes payable                                                                   –                       –                       –                       –                       –

                                                                                           (6,893)                     –                                          (301)              (7,194)

Non-current liabilities

Deferred tax liability                                         8                          (1)                      –                       –                  (317)                (318)

Deferred subsidies                                        18                (92,090)                   29                   (50)                (361)           (92,472)

Defined benefit pension scheme deficit         20                  (5,803)                     –                       –                       –              (5,803)

                                                                                          (97,894)                   29                   (50)                (678)           (98,593)

Total liabilities                                                                 (104,787)                   29                   (50)                (979)         (105,787)

NET ASSETS                                                                          638                 (393)                     –                  263                  508

EQUITY

Ordinary shares                                             21                        50                       –                       –                       –                     50

Retained earnings / (losses)                                                    588                 (393)                     –                  263                  458

                                                                                                638                 (393)                     –                  263                  508

28. TRANSITION TO IFRSS (CONTINUED)

Group reconciliation of equity at 1 April 2009
                                                                                                                                                IFRS                IFRS-                         
                                                                                                               UK GAAP           Reclass-           Remeas-                         
                                                                                            GAAP     Adjustments           ifications          urements                 IFRS
                                                                Notes                    £000                £000                £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                         9                 85,506                  (171)                  (29)             (1,459)            83,847

Investment properties                                    10                          –                       –                  362                   779                1,141

Investment in joint venture                              11                   1,904                 (393)                     –                 (857)                 654

Intangible assets                                            12                   2,343                   154                       –                       –               2,497

Other investments                                                                    283                       –                 (283)                     –                       –

Long term loan to joint venture                      13                          –                       –                       –                  896                  896

Defined benefit pension scheme surplus       20                   2,459                       –                       –                       –               2,459

                                                                                          92,495                  (410)                   50                  (641)            91,494

Current assets

Trade and other receivables                           14                   3,556                       –                       –                       –               3,556

Inventories                                                     15                        39                       –                       –                       –                     39

Cash and cash equivalents                            16                 12,292                       –                       –                       –             12,292

                                                                                           15,887                       –                       –                       –              15,887

Total assets                                                                     108,382                  (410)                   50                  (641)           107,381

LIABILITIES

Current liabilities

Trade and other payables                               17                  (4,988)                     –                       –                 (294)             (5,282)

Income taxes payable                                                             (364)                     –                       –                        -                 (364)

                                                                                           (5,352)                     –                       –                 (294)             (5,646)

Non-current liabilities

Deferred tax liability                                         8                          –                       –                       –                 (460)                (460)

Deferred subsidies                                        18                (93,633)                    17                   (50)              1,345            (92,321)

                                                                                         (93,633)                    17                   (50)                 885             (92,781)

Total liabilities                                                                  (98,985)                    17                   (50)                 591            (98,427)

NET ASSETS                                                                       9,397                 (393)                     –                   (50)              8,954

EQUITY

Ordinary shares                                             21                        50                       –                       –                       –                     50

Retained earnings / (losses)                                                 9,347                 (393)                     –                   (50)              8,904

                                                                                             9,397                 (393)                     –                   (50)              8,954
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28. TRANSITION TO IFRSS (CONTINUED)

Restatement of equity from UK GAAP to IFRS at 1 April 2009 and 31 March 2010

A.UK GAAP adjustment to investment in joint venture
In 2005/06, the Group accounted for the full gain on the disposal of land to its joint venture company, Inverness Airport Business Park
Limited (“IABP”). Only the element of the gain that left the Group should have been booked as a gain, hence the £393,000 adjustment 
to remedy.

B.UK GAAP adjustment to intangible assets
In 2006/07, the Group accounted for incumbent ground leases at Dundee airport as land within property, plant and equipment. The leases
have been reclassified as intangibles assets, being access to future income streams, and will be amortised over an appropriate period. 

C.Property, plant and equipment
i) reclassification
Under IFRS, the lease terms attached to the Group’s other investments, £283,000, were reviewed. They dictated that the investment should
be reclassified as a jointly controlled asset within property, plant and equipment and depreciated. Accumulated depreciation of £17,000
was booked at 1 April 2009.

ii) remeasurement
Under IFRS, property, plant and equipment was reviewed with reference to IAS 16 Property, Plant and Equipment. IAS 16 states that each
part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item shall be depreciated
separately. A reduction totaling £1,536,000 was processed at 1 April 2009, however due to the capital grant funded nature of those assets,
the impact on the Income statement was nil.

iii) remeasurement
IAS 16 also states that significant parts must be depreciated over appropriate useful economic lives where their lives differ within the asset.
Adjustments totaling £198,000 were processed as a reduction in accumulated depreciation at 1 April 2009 reflecting the recognition of
increased useful economic lives for those assets impacted.

iv) remeasurement
Under IFRS, property, plant and equipment was reviewed for impairment. Assets, which were not fully grant funded, that should have been
fully depreciated were identified and at 1 April 2009 an adjustment of £104,000 was booked to accumulated depreciation. There is also 
a credit of £37,000 in the 2010 Income statement reflecting the removal of depreciation for those assets that had been fully impaired 
at 1 April 2009

D. Investment properties
Under UK GAAP, the Group accounted for investment properties within property, plant and equipment and recorded them at cost. Under 
IFRS, investment properties of £1,141,000 are being measured at fair value and the initial fair value adjustment is booked to retained
earnings. Movements in fair values from one period to the next are taken directly to the income statement. A deferred tax liability has 
been accounted for.

E. Long term loan to joint venture
Under IFRS, IAS 39 Financial Instruments, Recognition and Measurement dictates that loans and receivables be measured at fair value 
and subsequently measured at amortised cost.

F. Employee benefits
Under UK GAAP, the Group did not account for holiday pay that was earned but the holiday entitlement was expected to be taken in the
financial year. Under IAS 19 Employee Benefits, the Group is required to accrue for all short term accumulating absences as holiday
entitlement earned but not taken at the balance sheet date. The impact of IAS 19 on the Group’s transition to IFRS is to account for holiday
pay accrued by £294,000. There is also a charge of £7,000 to the 2010 Income statement reflecting the increase in the holiday pay accrual
over the year.

G.Leases
Under IFRS, IAS 17 Leases requires that revenue generated should be accounted for on a straight line basis over the lease term. At 1 April
2009, an adjustment totaling £106,000 was credited to retained earnings. There is also a charge of £4,000 in the 2010 Income statement.

The only changes to the cashflow statements are presentational.

28. TRANSITION TO IFRSS (CONTINUED)

Group reconciliation of profit and loss for the year ended 31 March 2010
                                                                                                                                                IFRS                IFRS-                         
                                                                                                               UK GAAP           Reclass-           Remeas-                         
                                                                                            GAAP     Adjustments           ifications          urements                 IFRS
                                                                                             £000                £000                £000                £000                £000

Revenue                                                                              16,312                       –                       –                       4              16,316

Operating costs                                                                (33,523)                     (1)                      –                     41            (33,483)

Gross profit                                                                        (17,211)                     (1)                      –                     45             (17,167)

Administrative expenses                                                      (2,852)                     –                       –                       –              (2,852)

Other operating income                                                               –                       –                       –                   103                   103

Other income                                                                      20,052                       –                       –                       –             20,052

Profit on disposal of property, plant and equipment                 130                       –                       –                       –                   130

Group operating profit / (loss)                                               119                      (1)                      –                   148                  266

Share of operating profit / (loss) in joint venture                       (42)                      –                       –                   (48)                  (90)

Finance revenue                                                                         41                       –                       –                     71                   112

Finance expense                                                                          –                       –                       –                       –                       –

Other finance revenue – pensions                                           165                       –                       –                       1                   166

Profit / (loss) from continuing operations before tax           283                      (1)                      –                   172                  454

Taxation                                                                                        3                       –                       –                   142                   145

Profit / (loss) from continuing operations                             286                      (1)                      –                   314                  599
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28. TRANSITION TO IFRSS (CONTINUED)

Company reconciliation of equity at 31 March 2010
                                                                                                                                                IFRS                IFRS-                         
                                                                                                               UK GAAP           Reclass-           Remeas-                         
                                                                                            GAAP     Adjustments           ifications          urements                 IFRS
                                                                Notes                    £000                £000                £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                         9                 65,568                       –                  223                  303             66,094

Investment properties                                    10                          –                       –                    86                   912                  998

Other investments                                          11                   3,371                       –                 (283)                (777)               2,311

Long term loan to joint venture                      13                          –                       –                       –                  964                  964

Defined benefit pension scheme surplus       20                          –                       –                       –                       –                       –

                                                                                          68,939                       –                     26                1,402             70,367

Current assets

Trade and other receivables                           14                   5,948                       –                       –                    63                6,011

Cash and cash equivalents                            16                  11,416                       –                       –                       –              11,416

                                                                                           17,364                       –                       –                    63              17,427

Total assets                                                                       86,303                       –                     26                1,465              87,794

LIABILITIES

Current liabilities

Trade and other payables                               17                  (6,083)                     –                       –                 (260)             (6,343)

Income taxes payable                                                                   –                       –                       –                       –                       –

                                                                                           (6,083)                     –                       –                 (260)             (6,343)

Non–current liabilities

Deferred tax liability                                         8                          –                       –                       –                  (318)                (318)

Deferred subsidies                                        18                (73,788)                     –                   (26)                (370)            (74,184)

Defined benefit pension scheme deficit         20                  (4,829)                     –                       –                       –              (4,829)

                                                                                          (78,617)                     –                   (26)                (688)           (79,331)

Total liabilities                                                                  (84,700)                     –                   (26)                (948)           (85,674)

NET ASSETS                                                                       1,603                       –                       –                   517                2,120

EQUITY

Ordinary shares                                             21                        50                       –                       –                       –                     50

Retained earnings / (losses)                                                 1,553                       –                       –                   517                2,070

                                                                                             1,603                       –                       –                   517                2,120

28. TRANSITION TO IFRSS (CONTINUED)

Company reconciliation of equity at 1 April 2009
                                                                                                                                                IFRS                IFRS-                         
                                                                                                               UK GAAP           Reclass-           Remeas-                         
                                                                                            GAAP     Adjustments           ifications          urements                 IFRS
                                                                Notes                    £000                £000                £000                £000                £000

ASSETS

Non-current assets

Property, plant and equipment                         9                  67,079                       –                  223               (1,017)            66,285

Investment properties                                    10                          –                       –                    86                  785                   871

Other investments                                          11                    3,192                       –                 (283)                 (721)               2,188

Long term loan to joint venture                      13                          –                       –                       –                  896                  896

Defined benefit pension scheme surplus       20                    2,614                       –                       –                       –                2,614

                                                                                       72,885                       –                     26                   (57)            72,854

Current assets

Trade and other receivables                           14                   3,496                       –                       –                       –               3,496

Cash and cash equivalents                            16                  11,777                       –                       –                       –              11,777

                                                                                       15,273                       –                       –                       –              15,273

Total assets                                                                        88,158                       –                     26                   (57)             88,127

LIABILITIES

Current liabilities

Trade and other payables                               17                  (4,682)                     –                       –                 (255)             (4,937)

Income taxes payable                                                             (364)                     –                       –                       –                 (364)

                                                                                        (5,046)                     –                       –                 (255)             (5,301)

Non–current liabilities

Deferred tax liability                                         8                          –                       –                       –                 (460)                (460)

Deferred subsidies                                        18                (73,621)                     –                   (26)                  913            (72,734)

                                                                                      (73,621)                     –                   (26)                 453             (73,194)

Total liabilities                                                                  (78,667)                     –                   (26)                 198            (78,495)

NET ASSETS                                                                        9,491                       –                       –                   141               9,632

EQUITY

Ordinary shares                                             21                        50                       –                       –                       –                     50

Retained earnings / (losses)                                                 9,441                       –                       –                   141               9,582

                                                                                         9,491                       –                       –                   141               9,632
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28. TRANSITION TO IFRSS (CONTINUED)

Company reconciliation of profit and loss for the year ended 31 March 2010
                                                                                                                                                IFRS                IFRS-                         
                                                                                                                                          Reclass-           Remeas-                         
                                                                                                                     GAAP           ifications          urements                 IFRS
                                                                                                                      £000                £000                £000                £000

Revenue                                                                                                      15,217                       –                       4              15,221

Operating costs                                                                                         (29,452)                     –                     32            (29,420)

Gross profit                                                                                               (14,235)                     –                     36             (14,199)

Administrative expenses                                                                               (2,852)                     –                       –              (2,852)

Other operating income                                                                                        –                       –                   127                   127

Other income                                                                                               17,046                       –                       –              17,046

Profit on disposal of property, plant and equipment                                          130                       –                       –                   130

Group operating profit / (loss)                                                                         89                       –                   163                  252

Finance revenue                                                                                                  41                       –                     71                   112

Finance expense                                                                                                   –                       –                       –                       –

Other finance revenue – pensions                                                                    184                       –                       –                   184

Profit / (loss) from continuing operations before tax                                    314                       –                  234                  548

Taxation                                                                                                                9                       –                   142                   151

Profit / (loss) from continuing operations                                                     323                       –                   376                  699

63ECONOMIC REGULATION STATEMENT
FOR THE YEAR ENDED 31 MARCH 2011

62 NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2011

Highlands and Islands Airports Limited is subject to economic regulation under the Airports Act 1986 which requires it to hold
permissions from the Civil Aviation Authority to levy airport charges.

Operational activities are required to be allocated between airport charges levied in connection with the landing, parking and taking
off of aircraft (including passenger related charges) and other operational income.

All revenue and costs from non operational activities, such as items where the income is not primarily from airport users, is required 
to be shown in a separate category.

Costs have been apportioned on a basis obtained by an analysis of 1994/95 actual expenditure.

                                                                                                                                                                                                £000

AIRPORT OPERATIONAL ACTIVITIES

Airport income

Airport charges                                                                                                                                                                      14,133

Subsidies                                                                                                                                                                               18,247

Costs                                                                                                                                                                                  (35,929)

                                                                                                                                                                                             (3,549)

Other income

Revenue                                                                                                                                                                                  2,493

Costs                                                                                                                                                                                     (1,499)

                                                                                                                                                                                                  994

NON-OPERATIONAL ACTIVITIES

The Group has no such activities under the Act                                                                                                                              –

Group operating loss for the year                                                                                                                                       (2,555)

Unless specified elsewhere in these financial statements, the Group received no preferential treatment or financial support from any
associated person or organisation during the period of these financial statements other than from Scottish Government subsidies.
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Highlands and Islands Airports Limited
Head Office
Inverness Airport
Inverness
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T 01667 462445
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Registered in Scotland No. 97647

Managing Director
Inglis Lyon 

Director of Safety & Operations
Alan Shaw

Financial Controller & Company Secretary
Norman Ross CA

Head of HR & Organisational Development
Gillian Haston

AIRPORTS

Regional Manager South
(Barra, Benbecula, Campbeltown, Islay & Tiree)
Tim Smith

Dundee Airport Manager
Derrick Lang

Inverness Airport Manager
Graeme Bell

Kirkwall Airport Manager
David Blackman

Stornoway Airport Manager
Duncan Smith

Sumburgh Airport Manager
Nigel Flaws

Wick Airport Manager
Position vacant

Info from last year - may need updating?
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