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In addition to our NSPCC Affinity Account,

L]
we raised a fantastic total of £650 from Pu I I I n g

a log cabin at the Barrow Christmas
Markets. Loretta Blackburn from NSPCC

said “It was absolutely brilliant working toge ther fo r

with all the girls at the Furness. The staff
really threw themselves into the task with

gusto, a can do attitude and a big smile.” the N S PCC
You might have seen the logo
on the front cover - this year,
we’re also donating 20p to
the NSPCC for each AGM
vote. So there’s an extra
reason to make sure your

voice is heard!
URNESS

~BUILDING sociery
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Supporting
the crew
with a brew!

Yvonne Athersmith and her team at Duke
Street Branch held a “Brew for the Crew”
at their branch and managed to raise a
brilliant £514 — here they are pictured

at the lifeboat station in Barrow with
members of the RNLI crew.

©0000000000000000000000000000000000000000000000000000000000000000000000

Did you know? The Society makes a cash payment to both the
NSPCC and the RNLI equal to 1% of the average total balances
held in the affinity accounts. Each saver has an individual account
and the balances of these are pooled to attract the highest rate
of interest it can. To find out about our full range of affinity
accounts visit wwwu.furnessbs.co.uk
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Summary Directors’ Report

This Financial
Statement is

a summary of
information in the
audited Annual
Accounts, the
Directors’ Report
and Annual Business
Statement, all

of which will be
available to members
and depositors

free of charge, on
demand, at every
office of Furness
Building Society from
22 March 2012.

Summary Directors’ Report

The Directors have pleasure in
presenting the 146th Annual
Report and Accounts for the
year ended 31 December 2011.

2011 has been another challenging
year for businesses and individuals
alike with continuing low interest
rates, uncertainty caused by issues
in Europe and a faltering economic
recovery in the United Kingdom.
Despite this, I am very pleased to
be able to tell you that the Furness
has yet again delivered a good
performance and recorded a
reduced but planned profit before
tax of £2.2m (£2.5m in 2010)

and only a slight reduction in our
total assets to £807m (£813min
2010). The Board anticipates that
the economic difficulties will persist
for some time to come and have
prudently planned on this basis
focusing on security, stability and
remaining in markets that it

fully understands.

The demand for mortgages

reduced during the year at the same
time as competition from lenders
intensified. This impacted on the
total mortgage book which reduced
slightly to £597m from £613m

in 2010. Against this background,
the Society has performed very well,
increasing total gross advances by
7% to £103m (£96m in 2010).
This performance has been achieved
using a broad range of mortgage
products targeting first time buyers,
residential borrowers and buy-to-let
landlords. Our arrears have remained
low and reflect our cautious lending
approach. We continue to work in a
sensitive way with those borrowers
that experience problems. During the
year we only needed to repossess

4 properties.

The Board has reviewed the
uncertain economic climate and

has provided a larger than usual
amount for general loss provisions.
The Board sees this as a prudent
measure to protect the Society from
the impact of wider systemic issues.

The generally low interest rates have
made it very difficult for savers. This
situation may persist for some time
but the Society prides itself on giving
long term value to its members and is
mindful of this when setting savings
rates. The competition for retail funds
has been ferocious and the Society
has had to balance the need for funds
with the cost of carrying excess cash.
This has resulted in a slight reduction
in total savings balances from £673m
to £643min 2011. During the year
we have had significant success with
regular savings, bonds, ISAs and
instant access accounts as well as a
number of valuable and worthwhile
affinity accounts including the North
West Air Ambulance, RNLI and the
NSPCC. The success of our affinity
accounts has allowed the Society

to distribute a significant amount to
good causes and shows the value of
the Society to its communities.

The Society has maintained high
levels of liquidity during the year and
has ended it with total liquidity of
£206m. We will reduce total liquidity
over the next twelve months to take
advantage of the improved
composition and marketability of our
liquid asset investments. The Society
holds all of its liquid assets in UK
government stock and UK bank
deposits. These are relatively low
yielding but we believe that this is a
prudent and sensible approach at the
current time.



| am pleased to be able to report that
our already excellent capital strength
has further improved during the year
SO that we now have Gross Capital
of 8.09% (8.06% in 2010) and Free
Capital of 8.08% (7.99% in 2010).
The Financial Services Compensation
Scheme (FSCS) remains a significant
cost to the Society. The charge for
2011 has decreased slightly to
£254m (£278min 2010). Her
Majesty's Treasury is reviewing the
charges to be borne by the scheme
and itis likely that the costs will
increase significantly for the next
year and onwards. This call on our
resources is disappointing as it has
been caused by the losses of
organisations with a higher risk
appetite than ourselves.

Our Branch refurbishment has now
been fully implemented with the
new branch at Bolton contributing
well to the activities of the Society.
We are open to opportunities to
expand our branch network,
providing better access for customers
old and new. The Society will also be
implementing an on-line savings and
mortgage application system during
the coming year to give members
more choice of products and of

the ways they can access them.

During 2011 a new UK Corporate
Governance Code (The Code)
became effective. The Code is
addressed to publicly quoted
companies but we have adopted
the relevant provisions, following
guidance provided by the Building
Societies Association (BSA). The new
Code recommends that all directors
should seek re-election annually.

We have followed the BSA guidance
and not implemented this provision
this year but will manage the
re-election of directors in accordance
with our existing Rules. We will
reconsider the matter next year
when we intend, in any event, to
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propose an updated set of Rules
to members at the AGM.

A further recommendation of
The Code is that each Society
establishes and runs a dedicated
Risk Committee. Your Society
has developed an effective Risk
Committee structure chaired by
a non-executive director.

Late in 2010, the Financial

Services Authority (FSA) issued a
revised Remuneration Code for
implementation by financial services
organisations. Following a review by
the FSA, the Society has qualified
for the less onerous Tier 3 reporting
and on this basis has fully adopted
the Code for the remuneration of
qualifying staff.

The time commitment required from
non-executive directors continues to
increase with the greater regulatory
demands and | would like to thank
my fellow directors for so readily
investing their time in the Society.

During the year two long-serving
Board members retired. Rob Cairns
retired after 14 successful years as
Chief Executive. During that time
he not only led the Society through
some very challenging economic
times, but also built the Society's
total assets from £392min 1997
to over £800m in 2011. He

also played an enormous part in
developing our support for good
causes and communities in our
region. Avril Willis left the Board
after 23 years of service and wise
counsel, working on a number of
the Board committees and ending
her career as Chairman. The Board
thanks Rob and Avril for their
unstinting efforts and loyalty
shown over their terms of office.

The Board is pleased to welcome
Nigel Quinton as the new Chief

Executive and Kim Kearney as a
non-executive director. Nigel has a
wealth of experience in the Building
Society sector, most recently serving
as Chief Executive of Mansfield
Building Society. Kim joined the
Society following an impressive
career in [T including senior posts
with ‘blue chip’ companies in
financial services and other sectors.
We look forward to working

with both of them in the further
development of the Furness.

Very sadly, in October, our

General Manager Marketing and
Development, lan Bell, died suddenly.
lan was an important member of
the Executive Team and played a
major part in the rebranding of the
Society. lan was very active in the
community and a real ambassador
for the Society. He will be sadly
missed and, to recognise his
achieverments, we have established
an annual award for staff.

The Board and | would especially
like to thank our members for their
continued support and our staff for
their outstanding efforts in these
difficult times. Your Society is in
exceptionally good health and ready
for the future as an independent
Building Society serving its region.

P R W Hensman
Chairman
21 February 2012
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Group Results for the Year

Net interest receivable 10,974 10,638
Other income and charges 625 542
Administrative expenses (8,445) (8,187)
Operating profit before provisions and taxation 3,154 2,993
Provisions for bad and doubtful debts (691) (213)
Operating profit before FSCS levy 2,463 2,780
Provision for FSCS levy and others (254) (278)
Profit on ordinary activities before tax 2,209 2,502
Taxation (598) (743)
Profit for the financial year 1,611 1,759

Group Financial Position at the Year End

Assets
Liquid assets 205,525 195,071
Mortgages 597,051 613,142
Fixed and other assets 4,748 5,246
Total assets 807,324 813,459

Liabilities
Shares 642,923 673,404
Borrowings 96,093 74,186
Other liabilities 5,403 4,508
Net pension liabilities 3,097 1,086
Subordinated liabilities 4,968 4,962
Reserves* 54,840 55,313
Total liabilities 807,324 813,459

* Movement includes after tax adjustment of £2.084m for pension fund deficit.

Approved by the Board of Directors on 21 February 2012 and signed on its behalf by:

P R W Hensman C S Millar N A Quinton
Chairman Vice Chairman Chief Executive
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Summary of Key Financial Ratios

Gross capital as a percentage of shares and borrowings 1 8.09 8.06
Liquid assets as a percentage of shares and borrowings 2 27.81 26.09
Profit for the year as a percentage of mean total assets 3 0.20 0.21
Management expenses as a percentage of mean total assets 4 1.04 0.99

NOTES

1. The gross capital ratio measures the proportion that capital bears to shares and borrowings. Gross capital constitutes
the reserves and subordinated liabilities shown in the balance sheet and includes the profits
accumulated since the Society’s formation in 1865. Capital provides a financial cushion against possible adverse market
conditions in the future and therefore protects investors.

2. The liquid assets ratio measures the proportion of the Group’s shares and borrowings which are held in the form of
cash, short term deposits and securities which can be readily converted into cash. Liquid assets are maintained at a
level which enables the Group to meet requests from investors for withdrawals from their accounts, to make new
mortgage loans to borrowers and to fund its general business activities.

3. This ratio measures the proportion which profit after taxation for the year bears to the average balance of total assets
during the year. The ratio is similar to a company’s return on assets. The Group needs to make a reasonable profit each
year in order to maintain its capital ratios at a suitable level to protect investors.

4. The ratio of management expenses as a percentage of mean total assets measures the proportion which administrative
expenses (which include depreciation and amortisation) bear to the average balance of total assets during the year.

Independent Auditor’s Statement to the Members and Depositors of
Furness Building Society.

We have examined the summary financial statement of Furness Building Society for the year ended 31 December 2011
set out on pages 10 to 13.

This auditor’s statement is made solely to the Society’s members, as a body, and to the Society's depositors, as a body,

in accordance with section 76 of the Building Societies Act 1986. Our work has been undertaken so that we might state
to the Society's members and depositors those matters we are required to state to them in such a statement and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Society and the Society's members as a body and the Society's depositors as a body, for our work, for this statement, or
for the opinions we have formed.

Respective responsibilities of directors and auditor

The directors are responsible for preparing the summary financial statement within the Members’ Review, in accordance
with applicable United Kingdom law.

Our responsibility is to report to you our opinion on the consistency of the summary financial statement within the
Members' Review with the full annual accounts, Annual Business Statement and Directors’ Report and its conformity
with the relevant requirements of section 76 of the Building Societies Act 1986 and regulations made under it.

We also read the other information contained in the Members’ Review and consider the implications for our report

if we become aware of any apparent misstatements or material inconsistencies with the summary financial statement.

Basis of opinion

We conducted our work in accordance with Bulletin 2008/3 The auditors’ statement on the summary financial statement
in the United Kingdom' issued by the Auditing Practices Board. Our report on the Group's full annual accounts describes
the basis of our opinions on those annual accounts, the Annual Business Statement and the Directors’ Report.

Opinion

In our opinion the summary financial statement is consistent with the full annual accounts, the Annual Business Statement
and the Directors’ Report of Furness Building Society for the year ended 31 December 2011 and conforms with the
applicable requirements of section 76 of the Building Societies Act 1986 and regulations made under it.

J L Ellacott

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

1 The Embankment, Neville Street, Leeds LST 4DW

21 February 2012
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Introduction

The purpose of this report is to inform Society members, in line with good corporate governance practice, of the policy for the
remuneration of executive and non-executive directors. It details the elements of directors’ remuneration and the process for
setting them. Although building societies are not required to hold an advisory vote on the Report on Directors’ Remuneration,
the Board has continued to follow the requirements for listed companies and an appropriate resolution will be put to members
at this year’s Annual General Meeting.

This report has been prepared by the Remuneration Committee, which comprises entirely of non-executive directors.

Policy for Executive Directors

As a mutual organisation, the Board of Furness Building Society is committed to endeavour to follow as best practice the Financial
Services Authority’s (FSA) Remuneration Code. Late in 2010, the Financial Services Authority (FSA) issued a Remuneration Code
for implementation by financial services organisations. Following a review by the FSA, the Society has qualified for the less onerous
Tier 3 reporting and on this basis has fully adopted the Code for the remuneration of qualifying staff.

The Society’s strategy is to attract and retain suitably qualified and competent individuals who have the motivation and ability

to ensure the Society’s continuing success in an increasingly regulated and competitive market. The Remuneration Committee
determines the level of remuneration for executive directors which is reviewed annually taking into account rates and benefits paid
by comparable peer group organisations, together with individual responsibilities, experience, expertise and overall contributions.

Executive directors receive formal appraisals annually, which focus on performance in relation to agreed objectives.
The Chief Executive appraises his fellow executive directors and receives his own appraisal from the Chairman or Vice-Chairman.
The executive directors also receive an appraisal from the Chairman in respect of their performance as a director.

The elements of the remuneration policy are set out below:-

Basic Salary
Basic salaries take into account job content and responsibilities and external market salaries paid by comparable peer group
organisations, whilst ensuring alignment to FSA policy pronouncements.

Performance Pay

Unlike a public company, the Society is not able to offer participation in share option schemes. The executive directors
participate in an incentive scheme by which they may receive a non-pensionable bonus depending upon performance in relation
to pre-determined objectives. The objectives are set by the Board at the beginning of each year and are linked to the Society’s
strategic objectives in order to give executive directors an incentive to perform at the highest levels in the interest of its
members whilst maintaining alignment to the risk appetite of the Society. In 2011 the maximum amount of performance pay
was set at 10% of basic salary for each executive director. The amount paid for 2011 was 4% of basic pay.

Benefits in Kind

Each executive director is provided with a company car (or has the option to take an allowance), long term disability and private
medical insurance. The Society also operates a life assurance scheme for all employees of the Society, providing a lump sum
equivalent to four times basic salary.

Pensions

All executive directors who joined the Society before 18 September 2000 are members of the Society’s contributory final
salary scheme. In common with all other members of the final salary scheme, the executive directors’ future pensionable
increases are restricted to a maximum of 2.5% per annum. They are, however, able to top up their pension through the Group
Personal Pension Scheme.

Those executive directors who commenced employment with the Society after 18 September 2000 have been given the option
of participating in the Group Personal Pension Scheme.

Service Contracts

All executive directors are employed on service contracts which are terminable by either party on one year’s notice or by the
payment by the Society of an amount equivalent to one year’s remuneration, depending upon the reason for the termination
of employment. The dates of the contracts are as follows: N A Quinton 9/9/11, S L Pryer 21/12/04, B P Ryninks 20/1/12.

Policy for Non-executive Directors

The level of remuneration for non-executive directors is determined by the full Board taking into account market rates paid
by comparable peer building societies of similar size and complexity to Furness Building Society and the maximum amount
allowed under the Society’s rules. The Remuneration Committee approves the level of fees paid to the Chairman of the Board.

An additional amount is paid to the Society Chairman, Vice Chairman, Committee Chairmen and the Chairman of Furness
Independent in recognition of the additional time commitment required for these functions.

There are no bonus schemes for non-executive directors and they are not entitled to any pension in respect of their services.
The fees for non-executive directors reflect the responsibility undertaken and the time spent on Society affairs. A small element
of the remuneration package includes compensation for travelling on Society business.

Non-executive directors do not have service contracts.
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Directors’ Remuneration

Executive Directors Increase Defined

Taxable in Accrued Contribution
2011 Salary** Benefits Sub-total Pension*** Scheme

N A Quinton 37,500 1,500 1,250 40,250 0 0 40,250

(appointed Chief
Executive 17/10/11)

R J Cairns 113,570 4,543 4,745 122,858 2,111 906 125,875
(retired 31/10/11)
S L Pryer 101,500 4,060 6537 112,097 1,320 2,623 116,040
B P Ryninks 86,275 3,451 7,226 96,952 0 4,314 101,266
Total 338,845 13,554 19,758 372,157 3,431 7,843 383,431
Executive Directors Increase Defined

Taxable in Accrued Contribution
2010 Salary** Bonus** Benefits Sub-total Pension*** Scheme
R J Cairns 134,270 6,378 6,766 147,414 3,414 1,087 151,915
P L Shipman 82,972 3,942 4,617 91,531 0 8,299 99,830
(retired 31/10/10)
S L Pryer 88,119 4,185 6,056 98,360 1,761 1,179 101,300

(appointed to Deputy
Chief Executive 1/11/10)

B P Ryninks 14,166 673 1,135 15,974 0 708 16,682
(appointed 1/11/10)

Total 319,527 15,178 18,574 353,279 5,175 11,273 369,727

“In 2011, the executive director’s salaries were increased by the same percentage pay increase awarded to the Society's staff. **With
the exception of salary increases which were the result of promotion, the executive directors voluntarily waived any potential increase in
basic salary in 2010.***The increase in accrued pension represents the change in the annual pension to which the director is entitled as
a result of changes in pensionable earnings (excluding inflation) and increases in pensionable service during the year.

Non-executive Directors’ Fees 2011 2010
A C Willis (Chairman - retired 18/4/11) 10,002 39,314
P R W Hensman (Vice Chairman — Chairman from 19/4/11) 36,686 26,254
C S Fairclough (Chairman of Furness Independent) 25,095 24,664
AT F Hunter (Chairman of Audit Committee) 25,095 24,664
C S Millar (Vice Chairman from 19/4/11) 25,298 20,689
P A Ireland (Chairman of Risk Committee) 25,095 12,069
K Kearney (Appointed 27/9/11) 7,016 0
Total 154,287 147,654

Note: Changes in the fees paid to non-executive directors are in line with the annual staff pay award.

C S Millar

Chairman of Remuneration Committee, 21 February 2012



Branch Offices

HEAD OFFICE
Barrow-in-Furness

51-55 Duke Street LA14 1RT
Telephone: (01229) 824560
Fax: (01229) 837043

BRANCH OFFICES
Barrow-in-Furness

51-55 Duke Street LA14 1RT
Telephone: (01229) 824560

Barrow-in-Furness
216-218 Dalton Road LA14 1PN
Telephone: (01229) 826291

Bolton
10 Knowsley Street BL1 1DR
Telephone: (01204) 532806

Dalton-in-Furness
84 Market Street LA15 8DJ
Telephone: (01229) 466685

Grange-over-Sands
9 Lowther Gardens LA11 7EX
Telephone: (015395) 33745

Lancaster
2 Lancaster Gate LA1 1NB
Telephone: (01524) 66221

Liverpool
18 Castle Street L2 ONL
Telephone: (0151) 227 3453

Millom
6 Market Square LA18 4HZ
Telephone: (01229) 773671

Poulton-le-Fylde
9 Queen’s Square FY6 7BW
Telephone: (01253) 892212

Preston
8 Lune Street PR1 2YX
Telephone: (01772) 253183

Ulverston
20 New Market Street LA12 7LN
Telephone: (01229) 582924

For a list of the Society’s agents please refer to our website

Furness.i

BUILDING SOCIETY

Freephone Helpline 0800 83 43 12

Website: www.furnessbs.co.uk
E-mail: ask@furness-bs.co.uk

Furness Building Society is a member of the Building Societies Association.
Furness Building Society is authorised and regulated by the Financial Services Authority and entered in its Register
under number 159624. Your call may be monitored or recorded to maintain a quality service.



