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Dear Shareholders
I am pleased to report the results of another successful year for LifeStore, by many measures, our most successful
ever. The company had earnings of $3,186,855, which was an increase of 35.9% over the prior year. This was our
eighth consecutive year of double digit earnings increases. Through hard work, dedication, integrity, a desire to
serve others, and a pleasant and fun work environment, we were able to prosper and grow in a year of change. This
only occurs when there is alignment between all stakeholders, vision, and culture in a company.
With this comes the announcement of our first dividend ($0.25 per share) since the first quarter of 2010. We
greatly appreciate the patience and loyalty of our shareholders since the beginning of the economic downturn. Our
stock was trading at $27.75 a share at the time of this writing, a significant increase over December 2011 when it
traded at $2.05 per share.
The accumulation of capital allowed us to increase equity in the company by $11.5 million, and book value per
share from $14.30 to $25.56 from June 30, 2010 to June 30, 2018. The higher capital levels give us the opportunity
to grow our balance sheet and fee income streams to strengthen our company, reward shareholders, and benefit
our communities.
During the current year, we saw an improvement over the prior year in net interest margins from 3.10% to 3.32%,
asset growth (5.1%), non-interest income growth (9.5%), and a reduction in classified assets from $6.4 million to
$4.0 million (37.0%). All these items contributed to the positive results in earnings.
There were a couple significant restructuring items that were completed this past year. Last fall, we reworked
$5,000,000 of sub-debt at the holding company into an amortizing $3,000,000 senior debt issue. This reduces our
leverage as well as long term interest cost. In the spring, we changed from a federally chartered thrift to a state
chartered commercial bank. For many years, we have lived between the historical savings and loan model and a
community bank supporting local small businesses. While we will continue to be committed to assist our home
owners with the best local service and multiple mortgage options, we feel it is important to the economic health of
our rural markets to provide additional assistance to small businesses. This charter change will give us that option
as well as reduce regulatory cost. We maintained our mutual holding company structure through the change, while
unusual; this arrangement provides LifeStore a structure that affords long term commitment to our communities.
During the past year we have communicated with our employees and taken action in our markets to live our
mission, “deliver exceptional, personalized banking and insurance products that bring value and prosperity to
our customers and our communities.” Having it on your wall and publishing it in the annual report is nice;
however, if it ends there, it is meaningless. As you read through this annual report you will see a small portion
of the activities that LifeStore and our employees are involved in, from providing financial literacy education in
our local schools, to sponsoring community events like Springfest, serving the community through volunteer fire
departments and providing assistance to small businesses. We are pleased to volunteer time and offer financial gifts
to help strengthen our communities.
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As Hurricane Florence approached the North Carolina coast we
met to review emergency preparedness plans in anticipation of
possible flooding. We prepared information for our customers
on how to contact us if they were impacted, however, we did not
expect what occurred in the storm’s aftermath. We have operated
a branch in Warrensville since 1995 and at just before three o’clock
on September 19th an acre of land behind our branch gave way due
to the heavy rains and crashed through the drive thru lane behind
the building. A spark ignited the propane tank to our emergency
generator causing a fire that quickly engulfed the building. We
were very blessed to have both employees and customers exit the
building just in the nick of time. Upon arriving on the scene, there
were six volunteer fire departments, emergency rescue vehicles,
and the Sheriff’s department all engaged in managing the area
and extinguishing the fire. The hard work, concern, love and care
shown by these individuals was truly humbling. What LifeStore
means to northwestern Ashe County was never as apparent as
it has been in the past week, many have reached out to us and
our employees. Our community gave back to us. We are most
appreciative.

Robert Washburn, President and Chief Executive Officer

I believe community banks must take an active role in promoting, educating, and supporting rural areas, or we will
see more and more towns across our country with significant portions of main street boarded up and seniors living
in substandard housing as the divide between urban and rural areas widens. We are glad to be part of the rural
market; we experience firsthand what people will do for you when you are in need. We look forward to providing our
shareholders a return on their investment, giving employees an opportunity to have solid and meaningful employment,
and supporting our communities in good times and times of need.

Robert Washburn
President and Chief Executive Officer
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Supporting the Community
T EAC HI N G F INANCIAL LIT ER AC Y
We hosted nearly 60 students from Ashe County High School studying Career Management.
Students saw the bank in action, learned about careers and practiced applying for a loan.

Clockwise from top left: Shelley Rollins gives students an inside look at the bank; Watauga scholarship recipients- Cameron Bolick and Audrey Smith; Alexia Watson gives students an inside look at
the drive thru; Ashe scholarship recipients Jake Richardson, Hannah Barker, Corey Carter, Caroline Current, Maddy Houck, Zeb Duvall, Morgan Shatley and Tate Hudler.

S CH O L A R SH IPS
LifeStore supports education through donations to school projects and initiatives, provides financial literacy
presentations, participates in educational days and events, and awards scholarships to graduating seniors. Merit
scholarships are given based on a combination of academic achievement, financial need and extracurricular activities.
In addition to the merit scholarships, LifeStore also awards scholarships to employees’ children who graduate high
school and continue their education.
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Karen Graham, Sandra Williams and Brian Greer serving lunch

LI FES T OR E “ BUYS B O O NE LU NC H” AT F.A.R .M. CAFÉ
By covering the daily operating costs and volunteering services LifeStore staff fed Boone lunch. All
funds collected that day went directly toward the F.A.R.M. Café’s mission to fight food insecurity
and “Feed All Regardless of Means.” Employees helped wash dishes, prep the farm fresh veggies
for the daily meal and when the doors opened for service at 11:00 we were on hand to greet, wash
dishes and serve restaurant patrons.

LI FES T OR E AT CAR EER DAY
Ashe County Middle School students interacted with our employees to learn about careers and the
many services we offer at Career Day.

LI FES T OR E S UPPO RT S H EALTHY C HILDHOODS
LifeStore staff took a stand against child abuse by planting “Pinwheels for Prevention” to increase
awareness of Child Abuse Prevention Month. They planted 46 pinwheels, representing the children
in foster care in Ashe County due to abusive situations.

Michaela Duvall, Martin Little, Amy Price and Matt Rumfelt engage students in learning about financial services; LifeStore planted pinwheel gardens
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Walter Pugh, teacher, and Matt Rumfelt; Employees Erin Carter and Lisa Ward volunteer at Heart Auction; The Heart Walk has begun

HO M E B U ILDER S
Matt Rumfelt, Commercial Insurance Producer for LifeStore, currently serves as president for
the Ashe and Alleghany Home Builders Association. Matt wants to help the building industry
resolve the need for a trained labor force. The association, under Matt’s leadership, is working with
vocational teachers at Ashe County High School to encourage students to pursue a vocational trade
as a career. They are also planning an initiative to attract more students to study construction and its
supporting industries.

L I F ES T OR E H AS H EART
LifeStore is a leader in helping the local chapter of the American Heart Association’s fund raising
efforts. Employees provided auction items and volunteered answering phones and updating auction
boards at the Heart Auction in the spring and in late summer; and employee Helen Bare, led the
efforts for a team in the Heart Walk.

T H R OW B ACK 55
We introduced a new rewards checking program for the 55 plus customer. The program named
Summit Checking is for any customer who has reached the “Summit” and is looking for rewards. To
introduce the program, employees dressed as though it was 1963.
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Support Center Celebrates the new Summit Account

Community Events

LifeStore employees at Member Blast; Bob Washburn at Member Blast; Denise Deitz and Donna Watson at Boone Business Expo; Ashe County Vocational teachers; Entertainment at Springfest;
Meridy Brown gets popcorn from Ethan Ashley; art table at Springfest

CH AM B E R EV ENT S
LifeStore continues to be active in the local Chamber of Commerce hosting events such as the
Member Blast throughout the year.

B U S I N ES S EXPO
LifeStore is active in many of the local Chamber of Commerce events such as the Annual Boone
Business Expo. where Sandra Williams presented an informative seminar and other employees
talked with customers and expo participants.

S P R I N G F ES T
LifeStore sponsored Springfest, an Ashe County Arts Council festival with over twenty years of
tradition, offering hands-on art experiences and entertainment for children and families.
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Financials

(In thousands)
Year Ended

2018

2016

2017

2015

2014

Selected Financial Condition Data:
Total assets

$

Loans receivable, net1

289,773 $

275,831 $

266,049 $

254,349 $

254,961

182,197

176,660

162,654

176,007

182,036
32,033

Investment securities2

50,543

50,065

50,697

25,377

Cash and cash equivalents

29,999

20,752

27,232

26,426

17,882

211,656

198,183

188,757

179,654

175,741

Deposits
Borrowings

47,278

49,577

51,628

51,676

57,721

Equity

26,048

23,028

21,810

19,014

17,906

25.56

22.60

21.40

18.66

17.57

Book value per share
Selected Operating Data:
Interest income and dividends

9,608 $

9,417 $

Interest expense

$

10,716 $
2,343

2,155

2,199

2,316

2,407

Net interest income

8,373

7,453

7,219

8,032

8,286

Provision for loan losses
Net interest income after provision for loan losses

10,347 $

10,693

186

196

160

287

705

8,187

7,257

7,059

7,744

7,581

Non-interest income

8,324

7,600

7,257

6,576

5,330

Non-interest expense

12,331

11,874

11,665

12,345

11,872

4,180

2,983

2,651

1,976

1,039

Income before income tax expense
Income tax expense
Net income

993
$

Year Ended June 30,

638

3,187 $
2018

627

2,345 $
2017

472

2,024 $
2016

160

1,505 $
2015

878
2014

Selected Ratios:
Basic earnings per share of common stock

$

3.13 $

2.30 $

1.48 $

0.86

1.13%

0.87%

0.78%

0.58%

0.34%

Return on average equity

12.82%

10.63%

10.02%

8.05%

4.99%

3

Net interest margin

3.32%

3.10%

3.09%

3.52%

3.47%

73.85%

78.88%

80.44%

84.50%

87.19%

Nonperforming loans to total loans

0.87%

1.96%

3.54%

2.75%

3.63%

Allowance for loan losses to total loans

1.35%

1.32%

1.43%

1.62%

1.54%

Efficiency ratio4

Loans receivable, net is comprised of total loans less allowance for loan losses, loans sold, undisbursed loan funds and deferred loan fees.
Includes other investments, at cost and securities available for sale.
The net interest margin represents net interest income as a percentage of average interest-earning assets.
4
The efficiency ratio represents non-interest expense as a percentage of the sum of net interest income and non-interest income.
1

2
3

Children enjoy hands on art activities at Springfest
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1.99 $

Return on average assets

LifeStore Financial Group Net Income
(in thousands)

$3,187
$2,345
$2,024
$1,505
$878

2014

2015

2016

2017

2018

LifeStore Bank Classified Assets
(in thousands)

$13,214
$10,352
$8,341
$6,383
$4,021

2014

2015

2016

2017

2018

LifeStore Bank
Total Risk - Weighted Capital Ratio
17.69%

17.74%
17.05%

16.37%

15.16%

2014

2015

2016

2017

2018
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Insurance
LifeStore Insurance was founded in 1997 with the purchase of two agencies
generating just over $300,000 in combined revenue. We have grown steadily
in the past 21 years through strategically purchasing several agencies and
providing competitive insurance solutions for our clients. Today, LifeStore
Insurance is one of the largest retail independent insurance agencies in
the region. We write over $25 million property and casualty premiums and
generate over $850,000 of life and health revenue.
The financial results for the insurance division during the 2017-2018 fiscal year
were outstanding. Gross revenue was up over 15.4% and net income surged
87.2% over last year. This is the sixth consecutive year in which gross revenue
and net incomes have both increased over the prior year. Revenue was $5.3
million, an increase of $701,438 over year end 2017. Net Income for fiscal year
2018 was $1.2 million, an increase of $536,339 from fiscal year 2017. The net
income increase was aided by several factors including improved economies of
scale, expense control, and tax reform.
Our 40 employees combine for almost 700 years of total insurance experience
Jody Brown, President, LifeStore Insurance
and average 12 years of experience with our agency. Over half of our employees
hold industry designations, such as Certified Insurance Counselor (CIC) and
Certified Insurance Service Representative (CISR). We encourage our staff to pursue these important designations
for career development and to expand their insurance expertise through new programs and updates.
The insurance industry’s greatest challenge over the next few years will be replacing many of its workforce who are
nearing retirement. Currently, the industry employs 2.8 million people and will need to fill over 400,000 jobs in the
next four years. Likewise, we will need talent acquainted with the industry and our agency over the next few years
to maintain our success.
We set ourselves apart from the competition by being a hometown financial organization within our communities.
Because of our offerings of banking, investments and insurance, we offer a local “one stop” shop in the High Country
of North Carolina, that is unmatched by our competition. At the heart of this delivery are LifeStore’s core values:
exceed customer expectations, value integrity and honesty; hire employees who have a heart to serve others, and have
fun. Adhering to our core values, offering competitive products, and providing professional insurance advice to our
market will allow us to continue to be successful into next year and beyond.

Jody Brown
President, LifeStore Insurance

LifeStore Insurance
Net Income

LifeStore Insurance
Gross Revenue

$1,151

(in thousands)

(in thousands)

$5,261
$615
$394

2014
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$469

2015

$3,931

$533

2016

$4,343

$4,560

$3,354

2017

2018

2014

2015

2016

2017

2018

Serving our Community
L AN S I N G T O WN PAR K
Until recently, few people from outside Ashe County knew of the Town of Lansing, population 160. Today, this
little mountain town is an example of a community that continues to evolve. Since the completion of the Historic
Lansing Creeper Trail Park there seems to be a “buzz” in Lansing that was missing for several years, commented
LifeStore loan officer and Lansing resident, Mike Johnson.
The Historic Lansing Creeper Trail Park evolved as an effort to preserve a large tract of land inside the town limits
and redirect speculative plans for a mobile home park. When word of this project reached Ann Rose who was
serving as leader for the Greater Lansing Area Development, GLAD, she had other ideas and began working on
ways to preserve this land. “Without the help of LifeStore we would not have been able to make this happen,”
commented Dylan Lightfoot, Lansing Mayor. “Mike Johnson worked with us on a loan so we could secure the land
purchase and continue construction until the grant funding was available,” added Lightfoot.
Marcy Little, Lansing Town Clerk commented, “We were able to get funding from the NC Parks and Recreation
Trust Fund, NC Clean Water Management Trust, Blue Ridge National Heritage Area, Appalachian Regional
Commission, Blue Ridge Conservancy, the NC Dept. of Environmental Quality Water Resources Division and
the Ashe County Commissioners, along with the community fundraising efforts. The NC Wildlife Commission
also agreed to build, at no cost to the town, handicap accessible fishing pier overlooking Horse Creek as part of
the project. Then Glen Sullivan of Foggy Mountain Nursery took the lead on a project to preserve the watershed,
securing a grant with Fish America and NC Clean Water Management Trust Fund to incorporate natural rock
vanes into the creek that beautify the park, allow wadding in the water and protect the park from flooding.
In just five years, the community has made this park the largest park in Ashe County, covering 70 acres and they
have ideas for continued improvements. Johnson added, whether its music or an event happening on the stage;
kids playing in the creek; people walking on the trail or someone fishing in Horse Creek, there is something
happening all the time. “I credit the teamwork of so many people coming together to make the Historic Lansing
Creeper Trail Park a reality, it goes beyond the town and includes the surrounding area. “It really was a community
effort that seems to be paying off and the cooperation of the Town Council and community to undertake such a
project for the future of Lansing was truly remarkable,” added Johnson.
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Dylan Lightfoot, Lansing Mayor, Mike Johnson, LifeStore lender, Marcy Little, Lansing Town Clerk

C E N T ER F O R ENT R EPR ENEUR IAL STUDIE S
Our communities are fortunate enough to have the resources of the Transportation Insight Center for Entrepreneurship
(TICFE) and a regional university, Appalachian State, at our fingertips. TICFE assists students, faculty, alumni and
the community to accelerate and grow as entrepreneurs. Erich Schlenker, Managing Director of TICFE says, “If
you’ve got an idea plus the energy and determination to make it work, there are many resources available to make it
possible.”
“When Erich first approached LifeStore about sponsoring TICFE’s annual Entrepreneur Summit, we had no idea of
the scope and impact of the program. ” commented Joedy Eller, LifeStore Chief Banking Officer. Eller explains we were
interested in supporting the TICFE, affiliated with Appalachian State University (ASU) and student entrepreneurs.
“Our excitement grew when we learned the resources offered by the center are not only available to students, but
local individuals wanting to start a new venture and fledgling businesses that want to grow. The mission of TICFE
aligns well with our strategy to support small business,” added Eller.
Sara Figlow, TICFE Program Specialist, compares a lot of what they do to planting, “The center plants seeds with
ASU students, some will grow and mature while the students are here in Boone, and we hope the others will be taken
back and one day, sprout and grow into businesses, in regions all across North Carolina.” commented Figlow. “When
students come to us, they need validation,” comments Schlenker, “They want to know if their idea will work. We
figure out where to start and together we work through the process.” When someone comes to TICFE with an idea,
the center helps to take an idea and refine it, test it, then evaluate the idea, determine if they have the resources to
make it work and help with the challenges. Joedy Eller adds, “The analysis, workshops and coaching offered through
various programs are invaluable.”
TICFE also serves young people not yet in college through a special program called GEAR UP. Jonathan Carpenter
is the Entrepreneurial Coordinator for the GEAR UP grant, which serves aspiring entrepreneurs in 6 to 12th grade
in Western NC. His role is to leverage the universities resources to create entrepreneurial programs for middle and
high school students. Carpenter adds, “We put on entrepreneur camps and pitch competitions among other things to
support our students in building the future.”
LifeStore and other supporting businesses and associations will once again partner with TICFE to help sponsor the
Entrepreneur Summit held on the campus of ASU in early November. The summit offers resources for the person
with big ideas, the innovative thinker, the aspiring student and small business exploring their options.

Erich Schlenker, Managing Director, Sara Figlow, Program Specialist, Jonathan Carpenter, Assistant Director with Transportation Insight Center for Entrepreneurship
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M EAT CAM P VO LUNT EER F IR E DE PARTME NT

(COVER)

Cover photo: Teresa Winebarger, LifeStore Insurance, with co-worker Amy Snider, also a Volunteer Fire Fighter and
First Responder with Meat Camp Volunteer Fire Department, Chief Ben Winebarger.

Communities are made stronger by those who serve others, and there is no greater example of this than fire
departments. They serve at a moment’s notice, not when it’s scheduled and convenient, spend extra hours
training; and place their life in dangerous situations to help others.
LifeStore Commercial Lines Account Manager, Teresa Winebarger, has worked with fire departments for 24
years as treasurer for the Watauga County Firefighters Association and at LifeStore to help the departments
procure the correct insurance coverage. “The fire departments we insure are very dear to me. They step up to
the plate when no one else will and expect nothing in return. The dedication these men and women put forth
to protect someone is of the utmost honor, ” said Teresa Winebarger
Amy Snider, Commercial Lines Account Manager, is in a unique role. In addition to working at LifeStore, she
is a Volunteer Fire Fighter, First Responder and serves as Company Secretary for the Meat Camp Volunteer
Fire Department. “Our fire department is made up of all volunteers and we all give our personal time to get
everything done,” commented Amy when asked to explain her role at the department.
All the local fire departments are an integral part of our communities. LifeStore salutes these men and women
for all the work they do keeping us safe and protecting our property.

F O S CO E CH R IS T IAN CH UR CH
Churches and worship centers have long been a part of our communities and they embody the spirit of
community. The Foscoe Christian Church started in 1924 was destroyed in a furnace fire nearly five years
ago. The spirit of community has kept the church going and led this group of talented and patient members
to rebuild the church. They were able to salvage two windows from the old church and place them in the
fellowship hall and in the new church they have increased the sanctuary size from 175 to over 250. The
church is planning their first service in the new sanctuary as we write this article.
LifeStore Commercial Lender, Brian Greer commented, “It has been meaningful to be a part of their rebuilding. We have been able to help them with the financing of the project and insure the property. There
are so many people with a hand in this new church it shows community better than any project I have
worked with and has been inspiring to me.”

Chris Calloway, Church Trustee, stands inside the sanctuary; Clarence Porch donated the steeple in memory of his late wife Anne, so the church would have a “proper” steeple.
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Board of Directors

Left to right:

James C. Walker
BGen, USMC (Ret.), Deputy Director for International Projects including Operation Heal Our Patriots, Samaritans Purse Boone, NC, joined Board in 2016

Donald R. Moore
Owner and manager of a McDonalds Restaurant in West Jefferson, NC, serving Board since 2001

Harry M. Davis, Ph.D.
Professor of Banking and Dean for the North Carolina School of Banking, former Chair and current Professor for Department of Finance,
Banking, and Insurance at Appalachian State University, Economist for the North Carolina Bankers Association, began serving in 2017

Charles W. Jones, M.D.
General surgeon, joined Board in 2014. Operates private practice in Jefferson, NC as fourth generation surgeon

Karen P. Powell
Public Relations Administrator for Skyline Membership Corporation in West Jefferson, NC, serving Board since 2006

Robert E. Washburn
President and Chief Executive Officer of LifeStore Financial Group and LifeStore Bank

Claudia L. Kelley, Ph.D.
Professor of Accounting at Appalachian State University, joined Board in 2003

Michael M. Sherman
Vice Chairman of the Board of LifeStore, joined Board in 2001, President and Chief Executive Officer of Zibra, LLC, a consumer products
company based in Mooresville, NC

Jerry L. Roten
Chairman of the Board of LifeStore, joined Board in 1992, former Clerk of Superior Court of Ashe County
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Executive Officers

Joseph E. Eller

Ruth F. Johnson

Joseph T. Brown III

Melanie P. Miller
Executive Vice President & Chief Financial Officer

Joseph E. Eller
Executive Vice President & Chief Banking Officer

Ruth F. Johnson
Executive Vice President & Chief Credit Officer

Joseph T. Brown III
President of LifeStore Insurance Services, Inc.
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www.GoLifeStore.com

LifeStore Bank Locations
1675 Blowing Rock Rd, Boone, NC 28607
840 E Main St, Jefferson, NC 28640
205 S Jefferson Ave, West Jefferson, NC 28694
1441 Mt Jefferson Rd, West Jefferson, NC 28694
4951 NC Hwy 88, Warrensville, NC 28693 (Closed)

LifeStore Bank Loan Production Office
216 Collett St, Morganton, NC 28655

LifeStore Financial Group Support Center
21 E Ashe St, West Jefferson, NC 28694

LifeStore Insurance Locations
1675 Blowing Rock Rd, Boone, NC 28607
148 Hwy 105 Ext, Suite 204, Boone, NC 28607
925 N Bridge St, Elkin, NC 28621
840 E Main St, Jefferson, NC 28640
324 Morganton Blvd SW, Lenoir, NC 28645
315 Main St, North Wilkesboro, NC 28659
112 S Main St, Sparta, NC 28675
206 S Jefferson Ave, West Jefferson, NC 28694

