








Outlook

The results we have achieved are quite simply
down to the commitment and dedication of all
my colleagues across the Society. Every single
person has contributed to these results as they
focus on providing the best possible service for
our members. | remain proud and humbled

by their dedication and tenacity in the face of
everything we have dealt with over the last

2 years. | am sure that we will continue to go
from strength to strength as we identify further
opportunities for continuous improvement to our
products and services. The net result is a service
to our members that is second to none, whether
they are saving for the future or have realised

a dream to own their own home.

As Jack details above, the economic outlook
remains uncertain, although it does seem clear
that inflation, exacerbated by increasing global
tensions, will increase the cost of living and cause
difficulties for many, particularly the increase in
energy costs. Adapting to climate change and
the transition to a greener economy, together
with responding to regulatory requirements on
operational resilience, including cyber security,
and the new Consumer Duty are other issues
currently occupying our thoughts.

Your Board continues to remain very aware of
these ongoing risks and challenges and regularly
reviews and implements appropriate actions

to ensure we pursue 3 safe and prudent path
into the future.

“Extremely helpful
support after the loss
of my mum. Flowers
sent - a lovely gesture."

Tubwell Row member

Middlesbrough member

Darlington Building Society

“U like) being seen in a
private room, all Covid
precautions taken,

everything explained well,
not feeling being rushed."”
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Your Board remains confident of our future
viability and sustainability and is committed to
continuing with our ambition and investing in your
Society to ensure it remains relevant and fit for the
future. Our strategy is centred on five pillars:

1. People - inspire brilliant people across the
Society with @ member focused culture.

2. Members - provide members and brokers with
an outstanding service and experience.

3. Community — committed to positive engagement
and support of the local community.

4. Resilience — develop the resilience of our
Society, powered by digital and data.

5. Sustainability - manage and reduce our
impact on the environment.

| remain extremely proud and privileged to lead
your Saciety and really value being part of a
member focused and member owned business
where every colleague strives to “do the right
thing.” I would very much like to thank all our
people and members for your ongoing support,
commitment and loyalty and really hope that we
will be able to meet in person during 2022. | look
forward to delivering our exciting and ambitious
strategy and delivering for you.

Ao (Al

Andrew Craddock
Chief Executive

“Love the new bright smart
shop, staff are lovely,
and sort any problem

or tell you about new
savings account.”

Redcar member
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The Year of Putting Members First

To many, the beginning of 2021 felt like a case of history repeating itself
as we entered a third lockdown shortly after ringing in the New Year.

With branch footfall reduced once more, it was time Andrew Craddock, Chief Executive, made some big decisions
to take more permanent action. It was important that to enable the Society to adapt and thrive. By protecting staff
members continued to receive fantastic customer wellbeing, continuing community work and speeding up
service, delivered in 3 way to suit them. our digital journey, Darlington Building Society remained

open for business by putting its members first.

....through our staff

Happy members are created by happy staff. This year we put our staff
first by prioritising their wellbeing, and look at all we have achieved:

~ An award-winning year

This year, we were recognised for
achievements right across the
Society, including:

« Building Society of the
Year, MoneyAge Mortgage
Awards 2021.

« Building Society of the Year, Sharing our time

MoneyAge Awards 2021.

+ Best Self-Build Lender,
Build It Awards.

Around 137 days were spent
volunteering in the local community.
Just one example is helping at a Covid
vaccination centre in Darlington.

A great place to work... officially! —

In 2021, Darlington Building Society was recognised
as an ‘Outstanding’ place to work by Best Companies.

Best Companies is a highly respected organisation that
specialises in measuring workforce engagement.

In addition, we featured in a number of their
prestigious lists, including:

« Top 100 mid-sized UK companies to work for

« Top 30 Best North East companies to work for Despite EVerUthiHQ, we celebrated

- Top 30 Best Financial Services companies to robust financial results

work for nationally Andrew Craddock praised staff, saying “It’'s been

the hardest year I've ever known, and | couldn’t
be prouder of the staff. In the context of the
unprecedented challenges in the economuy,
itis an extremely robust set of results.”

Darlington Building Society 10 Members' Review 2021



We celebrated
milestone
anniversaries

In a double celebration,
both Carole Wilson
and Caroline Bailey

OV CHNECERERCEINEGENOEI] were presented with

long service awards
Following Chris Blewitt's promotion to Head for their 40 year work

of Intermediary Distribution earlier in the anniversaries. What a
year, Amanda Smith and Sarah Rose became fantastic achievement,
Business Development Managers with and what dedication
Darlington Intermediaries. The appointments to the Society.

will support the Saciety’s sustainable growth.

We created new jobs

i Tohelp support our existing branch staff, and to improve
We enjoged a sizzli ng i member service during busy periods, we recruited

summer get together nine new and enthusiastic part-time branch staff.

During the brief hiatus between lockdowns

and social distancing measures, we managed We pl@dgEd to build a greener tomorrow
to enjoy a staff BBQ in the fresh air.
Following the COP26 summit, we

devised a Climate Change strategy
to increase our green credentials.

Although we maintained reqular catch up
calls throughout the pandemic and still
today, it was refreshing to catch up with

colleagues face-to-face, many of whom We Pl.EdQEd to gperate a
we hadn’t seen for some time. Little family sust.amable bUS'f‘ESS that manages
members had also grown up so much! the impacts of climate change and
supports the transition to
Vs N\ a greener, net zero economy.
Putting staff first
; 7 S\

“Darlington Building
Society gives us
the time to balance
college work
with on-the-job
training. We all

Putting staff first

“It’s nice having the chance to talk
to the customers, and find out
about their lives, and how their
day is going. You build a bond

F

work well together, and everyone with them. | like seeing them and
supports each other so much.” making sure they’re alright — especially at this time.”
Chloe, Apprentice, Darlington branch Dylan, Apprentice, Middlesbrough branch

s Z2RS J
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....to our members....

As a3 member-owned organisation, we exist to help people find a home
for their savings, and build savings for a home (or life’s other milestones).

That's why it's so important that we offer a range of mortgage ~ We consistently lead our sector in customer
and savings products, in 3 way that suits our members, all satisfaction scores, and pride ourselves in our
underpinned by our award-winning customer service. ability to put members first.

Local mortgages for local people

Partnering with local developer
Homes by Esh, we created a
bespoke mortgage so that local
people have the opportunity
to deal with a local lender. A N it meia i ARt Piosr; Daington

Building Sockety with cashiback [subject to status]}

These details are important (Fone R oy e yom o s . repeyematy o v smerigege |
when making one of life’s Darlington HOMES bY ESH 5>
biggest purchases.
Mortgages for . Redcar branch moved to a prime location
local heroes The investment was praised as a . g
i ‘vote of confidence’ in the seaside Darh nL.‘J ,!
The pandemic highlighted how critical { town by local leaders. The new =4 Bl
key workers are in the community. © branch provides a bright and | | 4
So in March we introduced our i welcoming space for members. : ] .

Local Heroes mortgage. Key
workers can step onto the housing
ladder with just a 5% deposit.

This was followed later in the year by
the introduction of digital screens in
Barnard Castle, Yarm, Middlesbrough
and Guisborough branches.

Our telephone system

received an upgrade |
Members will now find it We encouraged local youngsters to save
easier than ever to contact ) —
us by telephone. During 2021 we
reinforced our A
The new web-based system commitment to Everyone needs

means that staff can be contacted encourage young to start somewhere
through their devices, wherever people to form good L . o
they are working from. Seamless. EETWITREIES F‘.‘I’I their e
journey...

We added our

Teen Goal Saver to

our existing range of

savings accounts. .

"You make me feel 'safe’, not to mention being excellent value."

Savings member
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Branch hours were updated
to better serve members,
the community and staff

“The rebalancing of our branch opening hours
has been carefully considered from all angles.
We are confident that these changes will deliver
a better, faster service for our members”,

said Andrew Craddock. “This is also about

staff wellbeing. Effective staffing levels will
minimise stress during our busiest periods,

and staff will also be able to better engage

with local charities and community groups.”

Local first-time |
buyers will find

We launched a new website

Our new website was delivered
by a local web design agency.
As well as a more modern

look and feel, the new website
is also more accessible with
easier functionality.

At Christmas we
celebrated your
savings achievements

] 0
The move also brought with it nine new part-time ~ : it at least 30 %0 Saving for a h d it f
Saturday roles across our branches. We look cheaper to get aving for 8 house aeposit, Tor 8
forward to following these budding careers. P S i rainy day ar.ld for hohdggs remained
on the propertg popular savings goals in 2021. Sheds,

ladder...

Making dreams of self-building a reality

This year we were named as one of the first lenders to sign
up to the Government’s Help to Build scheme.

The equity loan is available to those who want to self or
custom build their own home. The required 5% deposit
makes self-building more accessible and affordable to many.

Our High Five Saver account took off...

A £5 donation will be made to
the Great North Air Ambulance
service for every High Five
Saver account opened.

This crucial service is run entirely
on charitable donations, so
i every account helps to fund
their life saving work.

Staycations are in!

...with our new Holiday Let Mortgage.

“The rising trend of staycations and
the uncertainty of foreign travel is
increasing demand for holiday let
properties in the UK. We are pleased
to bring a holiday let mortgage to the
sector to support new and existing
landlords.” - Chris Blewitt, Head of
Intermediary Distribution

Darlington Building Society 13

...after we were selected :
i tojoin a panel of lenders
¢ onthe Government's i
‘. First Homes scheme.

Backed by
HM Governmeni

metal detectors and puppies were
also on the agenda for our savings
members! One lucky member won a
hamper for sharing their goal and
entering our prize draw in branch.

AAEAE
Adalaln
PO,

Members help the
environment as they save

For every Green Regular Saver account
opened we will plant two trees - one locally
and one in Africa - to help offset carbon
globally. It's part of our Climate Change
strategy to make our Society greener.

Putting members first

“We've always tried
to save a little here
and a little there,
over the years, and
we've always stuck
with Darlington
Building Society.
They have never let us down.”

Joan, Saving Member for over 60 years

Members’ Review 2021



....and into their communities.

Our local community is the lifeblood of the Society. As 3 member-owned
organisation, throughout our 165-year history, we have reinvested profits
for the benefit of those members and our local communities.

This year we developed a Communitg Sharing our profits Sharing our time Sharing our knowledge Sharing our spaces
Impact Strategy. The framework formalises

the extensive work that we already carry gw: INTEERING Fﬁ%ﬂgg BRANCH
out in our communities. This includes EﬁERE -

sharing our profits, time, knowledge and

space with local groups and charities. @ FunoRasinG KNOWHOW e OFFICE

. - |
“Sharing our profits Fundraising heroes!

n 2021, 28 charities and local Eight members of
causes shared over § staff raised ,£3'720
by completing the
£ 8 8 000 Great North Run
(GNR) in the
Autumn. The
charities to benefit

were My Sisters
Place, Daisy Chain,

as part of our comm|tment
to donate 5% of our profits.
Our Board agreed to top-
up our 5% Pledge pot
due to the extraordinary Multiple Sclerosis
i factors thatimpacted our Society, British

: level of profit in 2020. Heart Foundation
% @ and MIND.

We helped to relieve

pressure at local food bank Hospice patients @3

were made more
Kings Church Foodbank in Darlington boosted their

supplies and were helping more families after applying comfortable

1 0,
for a £3,000 donation through our 5% Pledge. Thanks to 3 £4,550 donation

e - '. =3 B from our 5% Pledge,

E i Teesside Hospi bl
n;F, Jlj i , = eesside Hospice was able to
#I 1_“‘ 21 purchase a much-needed

bladder scanner.

We announced our Local 5 charity partners

In 2021 we adopted 50
local charities under
our Local 5.

As one of the Lumiere
sponsors we welcomed

the festival back to
The good causes

were chosen by

Durham. The magical,
light filled event was

staff from our nine much-needed as the
branches plus head office. The aim is to focus our world opened up and

resources and build meaningful relationships to the evenings drew in.
make as much of an impact as possible.
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Our 5% Pledge helps vulnerable
people get closer to nature

A £15,000 donation to Clervaux Trust funded the
construction of a shepherd's hut.

The classroom will allow service users to create textiles
against the backdrop of the countryside... and the
sheep that produced the wool.

We helped to make children smile

The paediatric emergency department at Darlington
Memorial Hospital used their 5% Pledge donation to
invest in new toys and sensory equipment for
children on the ward.

Sharing our spaces

Despite the pandemic we were
still able to share space in our
branches. Community Stepping
Stones used the space in our
Redcar branch to construct a
giant crochet Christmas tree.

It stood proudly in Zetland
Park over the festive period.

Inclusive World's
community bike rides

help to combat isolation.
Our donation was used

to purchase more bikes

so that even more people
could get outinto the

fresh air, make friends and
familiarise themselves with
their new surroundings.

" Volunteers received extra support

Redcar and Cleveland ; .

MIND was able to ‘\%ﬁm"‘f‘i

provide extra support =1 jcar and

and listening spaces iy

for volunteers, %—*——-—-—-—“_’
after applying for ‘ hinaie N u!{i{'
funding through /

our 5% Pledge.

Redcar Branch
Manager, Lisa
Sidgwick said:
“Voluntary work is vital
to many charities, but
people don't always
realise the burden that volunteers, particularly

Covid responders, take on.”

Refugees helped to integrate
into their new communities

Sharing our knowledge

Several of our senior leaders volunteered to
become female mentors to The Girls' Network.
The charity aims to inspire and empower girls

aged 14-19 from i
The Girls Network

disadvantaged
communities. Unfimitexd futures for afl young women

7 S\

7

Putting the community first

“We rely wholly on money from outside bodies to
meet our Centre running costs, so it was wonderful
to receive the Darlington Building Society grant,
which will help us to continue to offer this service”

Christians Against Poverty (CAP), 5% Pledge recipient

Putting the community first

“This support is so important to the
work we do to help the kids. Being
part of the team keeps them off
the streets, so we’re very grateful
to Darlington Building Society”

Skelton United Football Club,
5% Pledge recipient

N\

Z2 S )
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Board of Directors

Jack has held numerous senior management and executive roles

during his 40-year career within the financial services and risk
management sectors. Included are: Deputy Chief Executive Officer of
Sainsbury’s Bank; Retail Risk Management Director of Bank of Scotland;
Group Security Director of Lloyds Banking Group; and UK Managing
Director of Risk Management at National Bank of Australia (Europe).

Personal message for 2022

Our strategy to support Members and our Community by investing in our
infrastructure and our people, thereby creating a strong and sustainable
Jack Cullen business, continues to deliver positive results. 2021 was a hugely positive
Chai year for our society and our stated strategy will continue to improve

air the products and services we offer, whilst always remaining true to the
values of mutuality. | would be honoured to continue to lead the board

in delivering these improvements.

Andrew started his career at Barclays Bank where he spent 20 years.
From there he moved to Allied Irish Bank where he spent a further

10 years, latterly as UK Chief Operating Officer. He was Chief Executive
Officer of the Buckinghamshire Building Society for 4 years before
joining the Society in December 2018.

Personal message for 2022

| am proud to be CEO of your Saociety, passionate about its purpose and
humbled by the progress achieved, whilst navigating the disruption ‘
caused by the pandemic. | aspire for your Society to consistently provide :
an excellent service and ensure that our members are at the heart of

- o . ) Andrew Craddock
every decision we make. My mission is to build a trusted, values-driven . ]
organisation, which continues to thrive, inspire its people and make Chief Executive
a real difference to our members and the local community.

A Teessider by birth, Robert spent over 30 years in local media,
latterly as Regional Managing Director of Trinity Mirror North East, :
publishers of the Gazette in Middlesbrough and the Chronicle,

Journal and Sunday Sun in Newcastle.

Personal message for 2022

My priorities for the year are all about members and colleagues.

WEe'll continue to invest in the Society, its branch network and systems
to make it easier for you, our members, to deal with us. Alongside this
we'll support our brilliant colleagues who've worked so hard over the

Robert Cuffe MBE last two years on your behalf.
Vice Chair
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Chris has over 20 years' financial services experience, including 2 years
at Royal Bank of Scotland, 2 years at Yorkshire Building Society and 15
years at Lloyds Banking Group. He has extensive knowledge of Treasury
and Market Risk and spent his first 2 years at the Society as Chief Risk
Officer. He is responsible for IT, Change, Underwriting, Financial Support
and Mortgage and Savings Operations

Personal message for 2022

I'm looking forward to seeing the benefits of the Society’s change
programme come to fruition to improve the service for our members.
Christopher Hunter Alongside this we will improve the working environment for our staff and

. . . ensure we continue to support members as we come out of the pandemic.
Chief Operating Officer PP P

P <

A chartered accountant by background, Kate worked initially at PwC.
She subsequently had a varied career spanning sales & marketing,
customer services, IT & change management, HR, strategy, risk
management, as well as finance. Kate has worked primarily in financial
services with roles at Skipton Building Society, First Direct, AXA PPP
healthcare, Lloyds Banking Group and Engage Mutual Assurance.

Personal message for 2022

The last two years have been extremely challenging for everybody and
many of us have re-evaluated what is important for our families and for
our communities. | believe that the role which Darlington Building Society

. . L o Kate Mclntyre
plays for its savers, its homeowners and within its communities is more I_-j
important than ever. | am determined to play my part in ensuring that Non-Executive
we remain relevant, vibrant and supportive not only for our members Director

and our communities, but for our colleagues too.

Angela retired as Deputy CEO and Finance Director of the Newcastle
Building Society in 2018. She is a Chartered Accountant and Certified
Public Accountant with over 30 years’ experience in finance in the

UK and abroad. Angela has worked in a variety of positions covering
finance, risk, audit, project and corporate planning. She also worked
for PwC for 12 years in the UK and USA.

Personal message for 2022

| am very proud to be a Director of the Society as we genuinely put
members, communities and colleagues at the heart of everything we do.
Angela Russell | am Chair of the Audit Committee which is responsible for overseeing
the integrity of the Society’s financial statements, the effectiveness of
internal financial controls and audit processes. 2022 is set to be another
busy year as we advance our digital change programme to improve our
services for members whilst continuing to develop our colleagues and
give back to communities from the region. If re-elected | will continue

to apply my skills and experience to support the ongoing success of

the Society for the benefit of our stakeholders.

Non-Executive Director
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Christopher is a chartered accountant and fellow of the ICAEW
(Institute of Chartered Accountants in England and Wales). He has
worked for the Society for over 9 years having previously worked
for PwC as an external auditor of financial services firms.

Personal message for 2022

Whilst my role is focused on ensuing the financial resilience of the
Society, | am proud to have been part of the team that has guided the
Society, its staff, members and community though the challenging
past couple of years. | am sure 2022 will be another difficult year
professionally and personally for many, but | look forward to

Christopher White
Chief Financial Officer supporting the Society’s journey in the coming year and beyond.

Jessica is the Founder and Managing Director of Just Williams, a
purpose led sales and marketing organisation along with the Just
Williams Sales Academy online, both of which are based in the Tees
Valley. Jessica started her career at the Yorkshire Bank before working
in the third sector and then 7 years ago launching her own business.

Personal message for 2022

After a year like no other, | continue to be committed to ensure
our members remain at the heart of our Society. Investing in our
infrastructure, increasing our community initiatives and supporting

our colleagues and members throughout the past challenging year Jessica Wllll.ams
i has highlighted the enormously valuable role our local mutual has N_On'EXECUthE
to play in our communities and region. Director

lan has over 40 years’ experience in retail financial services having
held a number of executive roles in banks with a focus on strategy,
organisational change and risk management. lan now follows a

portfolio career combining board advisory and non-executive roles.

Personal message for 2022

Darlington is a strong, ambitious society firmly rooted in putting members
and communities at the forefront of everything it does. If re-elected, | look
forward to continuing this focus and to contributing to the future growth
lan Wilson and success in a changing world.

Non-Executive Director

“Lovely staff, Putting members first

convenient
branch, long live

“I couldn’t recommend Darlington Building Society
and the ISA scheme highly enough. Buying a house
is a stressful process but dealing with the Society

Northallerton was the easiest part. They made it so simple.”

member
s

the High Street."”

Isabella, First-time buyer
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Summary

Our financial performance improved
significantly in 2021 primarily as
the result of a robust recovery from
the initial impacts of the Coronavirus 3,000
pandemic. Profit before tax was
£3.2min 2021 (up from £0.7m
in 2020) contributing to capital 2,000
reserves increasing to £49.82m

1500 1,777 1,869 1,942 1,772
(2020: £46.6m). The Saociety’s capital
remains strong and comfortably in 1,000
excess of requlatory requirements. 00
A strong recovery in the UK 0

residential housing market helped 016 017 018 5019 020 S0
the Society to achieve mortgage

lending of over £155m, ahead of

prior year (2020: £124m) and the

Profit Before Tax (£'000's)

3,500

2,500

o

Society’s 2021 target. Funding costs Group Capital (£'m)
also remained low through the 500
year, as the historic low interest rate
environment persisted, resulting in e
the Society's net interest income 5.0
increasing in the year.
s 44.1
Costs increased year on year as 42.8
planned investment in key areas 40.0
such as IT infrastructure and 40.0
systems supporting key business e
functions were funded. These 350
increased costs were in line with 5016 5017 5018 5019 2020 2021
our plan and develop the proposition
and resilience of the business as
it looks to the future.
The Saciety’s balance sheet also
increased to over £750m at the end '
of the year (2020: £705m) with the e Total Group Assets (£'m)
mortgage book growing to £616m 750
(2020: £584m) and an increase 725

in funding from Shares, Deposits 700
675

704

and Loans (SDLs) to £698m e
(2020: £653m). 625

600

575

550

525 547

500

475

2016 2017 2018 2019 2020 2021

Darlington Building Society 19 Members' Review 2021



Mortgage Members

Supporting home ownership and

encouraging saving is our core Total Mortgage Book (£'m)
purpose. In 2021 the Society 650
completed over 780 new mortgage 623

advances supporting over 1,350 o0

members achieve their housing
goals, whether that be buying

584
. . . . 525
their first home or moving into <00
3 new property. 475 -
The resilience of the UK residential 450
housing market and the high :z: 434
demand for residential property s

through 2021 supported strong
lending despite the challenging
economic environment. As a result,
the Society’s total mortgage book
grew £32min 2021 to £616m
(2020: £584m). The Society’s
residential mortgage book grew by
£41.6m in 2021 (2020: £33.7m),
before provisions and other
accounting adjustments.

575
550

2016 2017 2018 2019 2020 2021

Savings Members

The Society was also able to help

over 2,500 new savings members Retail Deposits (€'m)
start their saving journeys in 2021. 650

This, alongside supporting additional
saving from existing members,

resulted in a £27m increase in the >0
Society’s retail savings balances from 500
the start of the year (2020: £19m).
450 469

It has been a challenging period

9 400
for savers with rates of return for
retail savings suppressed by low 350
bank base rate and the availability w00

of low cost government funding.
The Saciety strived through 2021

to provide good value to its savers
in this challenging market. This was
particularly evident with the Society
offering a Best Buy Junior ISA saver.
Further to this, when bank base rate
increased by 15bpin late 2021, the
Society took the opportunity to pass
the full benefit of this increase to all
its variable rate accounts.

600

2016 2017 2018 2019 2020 2021
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Profitability and Margin

The Saciety's net interest income increased

to £14.0m in 2021 from £10.3m in the prior
year, an increase of ¢.37%. This was partly

the result of the prior period including a range
of one-off financial impacts that affected the
Saciety’s income as the pandemic hit the

UK. More significantly, the more favourable
than anticipated macro-economic and market
conditions in 2021, supported strong mortgage
lending. Furthermore, the Society maintained
3 broad and competitive range of mortgage
products in an active housing market when
many peers withdrew from some lending areas
and loan to value (LTV) bands. As a result, the
Society saw growth in its mortgage book and a
15% increase in interest receivable year on year.

Whilst interest income increased, interest
payable costs for the Society reduced as the
low interest rate environment continued.
Furthermore, Bank of England Term Funding
Scheme (TFSME) reduced the Society’s average
cost of funding and wholesale funding costs
remained at very low levels.

Costs and Investment

The Society saw an increase in administrative
costs from 2020 to 2021 as a result of two main
factors. Firstly in 2020 the Society recorded
lower administrative costs as some areas of
expenditure or investment were slowed by
Coronavirus lockdowns. Expenditure was

also tightly controlled until the full impact

of the pandemic on financial performance

was understood. Secondly, in 2021 there was
significant investment in key areas within the
business such as mortgage origination software
and IT infrastructure. As a result of these factors
the management expense ratio (@administrative
expenses and depreciation/mean total assets)
increased through the year to 1.56 (2020:

1.37). However, given net interest income
increased at a faster rate than costs in 2021,

an improvement was seen in the cost/income
ratio with it reducing to 78.3% (2020: 88.2%).

The Society'’s subsidiary, Darlington Homes
Ltd, disposed of its former Head Office on the
outskirts of Darlington in 2021 for 3 small
profit to book value of £0.2m.

Darlington Building Society

Provisions

Whilst the overall movement is small there

has been a release of £0.1m from the Society’s
commercial provisioning as the size of this
legacy book has reduced in the year (from
£9.8m at the beginning of the year to £6.2m at
year end). Conversely the Society has increased
the level of provisions it holds in relation to

the risks associated with the UK’s emergence
from the pandemic and its potential impact on
macro-economic and market factors by £0.1m.

Liquidity and Funding

The Society’s overall liquidity holdings

have increased year on year to £123.6m
(2020: £111.5m) to support growth of the
balance sheet and as the Society accessed
the TFSME from the Bank of England as part
of its funding diversification strategy. As a
proportion of our balance sheet our liquidity
levels have increased slightly year on year
(2021: 17.7%, 2020: 17.1%).

Financial Outlook

Risk continues to exist around the pandemic,
particularly the risk of new strains of the
virus. However, the Society has successfully
managed the operational and financial
challenges seen, to date, in the course of the
pandemic. Whilst inflationary pressures in
early 2022 are likely to create cost of living
pressure for UK households the Society will
continue to engage with and appropriately
support mortgage members where needed,
and is well positioned to face any financial
challenges given its strong capital position.

Whilst these risks mean uncertainty
remains high, exacerbated by increasing
global tensions, the UK has shown signs of
recovery from the worst elements of the
pandemic and UK GDP recovered to
above pre-pandemic levels.

Members’ Review 2021



Summary Financial Statement
(and Audit Report)

This Financial Statement is 3 summary of the information in the
audited Annual Accounts, the Directors’ Report and the Annual
Business Statement, which will be available to download from
our website any time after 25 March 2022.

Approved by the Board of Directors on 18 March 2022 and signed on its behalf by:

e gl o eSS

Jack Cullen Andrew Craddock Robert Cuffe MBE
Chair Chief Executive Vice Chair

Auditors Report

Iﬂdependent audito rS' statement Chairman, the Chief Executive’s Review, and the other items
. . listed on the contents page.
on the Summary Financial

This statement, including the opinion, has been prepared for

Statements to the members and only for the Saciety’s members as a body in accordance

of Darlin gtOﬂ Buildi ng Societg with Section 76 of the Building chigties Act 1936 and for
no ather purpose. We do not, in giving this opinion, accept

We have examined the Summary Financial Statement of or assume responsibility for any other purpose or to any

Darlington Building Society (the ‘Society’) setouton pages  gther person to whom this statement is shown or into

23 to 24, which comprises the group results for the year, whose hands it may come save where expressly agreed

group position at end of year as at 31 December 2021, by our prior consent in writing.

and the summary of key financial ratios.
Basis of opinion

Our examination involved agreeing the balances in the

Respective responsibilities of

Directors and Auditors Summary Financial Statement to the full Annual Accounts.
The Directors are responsible for preparing the Summary Our report on the Society’s full Annual Accounts describes
Financial Statement, in accordance with the Building the basis of our audit opinion on those Annual Accounts,
Societies Act 1986. the Annual Business Statement and the Directors’ Report.
Our responsibility is to report to you our opinion on the Opini

. . : . pinion
consistency of the Summary Financial Statement with the
full Annual Accounts, the Annual Business Statement and In our opinion the Summary Financial Statement is consistent
the Directors' Report and its compliance with the relevant with the full Annual Accounts, the Annual Business Statement
requirements of Section 76 of the Building Societies Act and the Directors' Report of Darlington Building Society
1986 and the regulations made under it. for the year ended 31 December 2021 and complies with

the applicable requirements of Section 76 of the Building

We also read the other information contained in the Societies Act 1986, and the regulations made under it.

Members’ Review including Summary Financial Statement
and consider the implications for our report if we become

aware of any apparent misstatements or material PricewaterhouseCoopers LLP
inconsistencies with the Summary Financial Statement. Chartered Accountants and Statutory Auditors
The other information comprises only the letter from the Leeds
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Summary of Key Financial Ratios 2021 2020

Gross capital as a percentage of shares and borrowings
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Notes to the Summary
Financial Statement

1

. The Summary Financial Statement is prepared on a

Group basis.

. Gross capital comprises the general reserve of profits

retained in the business to provide a financial cushion
against any difficulties which might arise and therefore
protects members. When gross capital is expressed as
a percentage of shares and borrowings, it illustrates
the proportion by which the Group’s activities are
funded by accumulated reserves.

. Liquid assets comprise cash, short term deposits, and

investments such as government securities which
can be converted readily into cash. The liquid asset
ratio measures the proportion of the Society’s assets
held in liquidity. Liquid assets enable the Group to
meet members’ requests for withdrawals from their
accounts, to make new mortgage loans and to fund
general business activities.

. The profit/assets ratio measures the Society’s profit

after taxation for the year as a proportion of the
average of the Society’s total assets during the year.
The Society needs to make a reasonable level of profit
each year in order to maintain its capital at a suitable
level to protect members.

. Mean total assets are calculated as the average of the

2021 and 2020 total assets as shown in the Group
balance sheet.

. The management expenses ratio measures the

proportion that the Group’s administrative expenses
(including depreciation) bears to the average of the
Group's total assets during the year. Management
expenses consist mainly of the costs of running the
Group’s business, including the costs of employing
staff. Expenses need to be controlled so that the
Group operates as efficiently as possible while
providing the service required by our members.
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Other notes

3. The maintenance and integrity of the Darlington

Building Society website is the responsibility of

the Directors; the work carried out by the Auditors
does not involve consideration of these matters and,
accordingly, the Auditors accept no responsibility
for any changes that may have occurred to the
financial statements since they were initially
presented on the website.

. Legislation in the United Kingdom governing the

preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

Definitions of Group Highlights

« The Net Promoter Score ® - This is @ measure of

customers likelihood to recommend the Saociety.

Customer Satisfaction - This is the average satisfaction
score, as recorded by Smart Money People.

Organisations supported - This is the total of charities
and organisations we have directly supported
throughout the year through the 5% pledge.

People Supported - This is the number of people
we have supported through the County Durham
Community Foundation and our branches

Members’' Review 2021



Directors’ Remuneration Report

| am pleased to present a summary of our 2021 Directors’ Remuneration
Report. This is a summary of our full Directors’ Remuneration Report
which you can find in the Society’s 2021 Annual Report & Accounts.

From 25 March 2022, this will be available online at

www.darlington.co.uk/agm

This summary report contains information on
our Remuneration policy, which sets out how
we pay our Directors, and the remuneration
each Director received for 2021.

Our policy for Directors’
Remuneration

The Society’s Remuneration policy is
designed to ensure remuneration rewards
Executive Directors for their skills, knowledge,
responsibilities and performance. When
making any decisions about pay and benefits
the Society strikes a balance between the
value of employees, the needs of members to
ensure cost-efficiency and the requirements
of its requlators.

If you are eligible to vote at the Annual General
Meeting (AGM), you will have an advisory vote
on both the Remuneration Policy and the 2021
Directors’ Remuneration Report. The Directors’
entitlement to remuneration is not conditional
on the AGM vote. However, the Remuneration

Committee will take account of your feedback.

The policy is aligned with the Society’s mission,
purpose and values, and the expectations

of our members. It supports the Society’s
ability to recruit, motivate and engage

great people and is consistent with our risk
appetite. The policy is designed to support the
overall financial stability of the Society and

its strategic priorities, by promoting sound

and effective risk management and does not
encourage excessive risk taking.

The key components of remuneration for
Executive Directors are set out below:

e =

Base Salary Salary increases are reviewed annually in line with all colleagues at the Society. Salary
levels take into account experience, market data, the economic environment, individual

and Society performance.

Benefits and pension These include private medical insurance, life assurance, healthcare cash plan and an
annual medical. Executive Directors may participate in the defined contribution pension
plan or receive a cash allowance should contributions exceed the annual or lifetime
allowance. Executive Directors receive 10% of base salary.

Annual Variable Pay This rewards performance over a single financial year across a balanced scorecard of
(Bonus) measures and is provided to all eligible Society employees, including Executive Directors.
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Our performance in 2021

1. Base salary - salaries were reviewed in
June with the increase paid from 1 July.
This review saw an increase of 3% for all
eligible employees, including the Executive
Directors and Non-Executive Directors. A
benchmarking exercise was undertaken for
all the Executives which resulted in the base
salary for two Executives being increased
by 10%, one Executive by 6% and the other
three Executives received the 3% increase as
their base salary was considered to be in line
with the benchmark. No changes were made
to other benefits or the pension entitlement.

2. Variable pay - given the impact of the
pandemic on the performance of the
Society, the Executive Directors and the rest
of the Executive Team, voluntarily withdrew
from their 2020 bonus scheme.

A revised bonus scheme was implemented

in 2021 to retain and attract talented
colleagues. This was identified as a key risk
for the Society, and will remain the case in a
uniquely competitive regional employment
market. A “gateway” of 3 measures was
agreed to access the bonus scheme to

ensure @ minimum level of performance was
achieved. The three measures were profit
before tax, capital (CET1) and the absence

of any material regulatory, conduct or risk
appetite breaches, which were all met. The
2021 scheme metrics were then assessed. This
consisted of 14 measures focused on financial
and operational resilience, members, people
and community, risk and compliance, and then
performance against personal objectives. The
scheme generated awards of between 11%
and 16% of salary for Executives, reflecting
between 55% and 80% of the maximum
award available.

Executive Director 2021 Total Remuneration 2020 Total Remuneration *

A K Craddock

£262,012 £211,876
£176,943 £151,717
£176,825 £151,608
£615,780 £515,201

* No bonus was paid in 2020, although the total remuneration included a one-off flat rate payment of £250 to all eligible staff including

Executive Directors.

The service contract for all Executive Directors
included a contractual notice period of 9
months for both the Society and the Director.
During 2021, there were no severance or
sign-on payments made to any Director.
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Details of the Non-Executive
Directors remuneration

Non-Executive Directors receive fees for the Directors do not receive any variable or

provision of their services. These are reviewed performance related fees or incentives, or

annually and in 2021 a 3% increase was any other benefits or a pension entitlement.

agreed, the same as for all employees including Non-Executive Directors do not have

the Executive Directors. Non-Executive service contracts.

2021 Total Remuneration 2020 Total Remuneration
R Cuffe £34,170 £33,012
J Cullen £47,855 £46,230*
K Mcintyre £26,078 £25,194
A Russell £30,450 £29,417
J Sawyer £15,078 £25,194
Retired 30th June 2021
J Williams £26,078 £25,194
| Wilson £30,450 £29,417
Total £210,159 £213,658

* Note: a balance of £7,877, equivalent to 2 months of Directors fees, was voluntarily foregone by the Chair, J Cullen, to support Society initiatives
in 2020 regarding staff wellbeing and welfare. The balance shown in the table above is the total fee payable before this foregone amount.
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Our branches

Barnard Castle Guisborough Redcar
Phone: (01833) 631431 Phone: (01287) 638483 Phone: (01642) 483351
Email: bcastle@darlington.co.uk Email: guisborough@darlington.co.uk Email: redcar@darlington.co.uk

Bishop Auckland Middlesbrough Stockton

Phone: (01388) 604332 Phone: (01642) 218961 Phone: (01642) 672612

Email: bishop@darlington.co.uk Email: mboro@darlington.co.uk Email: stockton@darlington.co.uk
Darlington Northallerton Yarm

Phone: (01325) 487171 Phone: (01609) 779757 Phone: (01642) 791019

Email: tubwell@darlington.co.uk Email: northallerton@darlington.co.uk Email: yarm@darlington.co.uk

Darllngton Phone: 01325 366366 | darlington.co.uk §3 (2 @

Building Society

Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. Registered Number 205895



