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Growing Together
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LifeStore’s Account Manager Katrina Teaster
and Loan Processor Margaret McGlamery

TO OUR

SHAREHOLDERS
“If you do not change direction you may end up where you are heading.” –Lao Tzu
Those ancient words of wisdom still ring true in today’s marketplace. In the past ten years, the number of
banks and savings institutions below $300 million in assets has declined 42%. The insurance industry has
seen similar consolidation. Rural markets have been hit particularly hard as the vast majority of population
growth has been in urban areas. However, LifeStore’s continued growth and success is largely due to the
company’s willingness to embrace change. I’m excited to be part of that tradition.
We believe that for rural areas to prosper, sound banking and insurance companies must continue to
be present. Large, complex financial institutions are not designed to be positive change agents in small
communities. Short term profits, a lack of face-to-face interaction, no local decision making, and aggressive
sales tactics seem to be the themes we are seeing in the financial headlines. LifeStore is on a different path.
You won’t hear “dial 1, 2, 3 or 4 for another list of items” when you call LifeStore.
Since 1939 we have steadily evolved to meet the changing needs of our customers with a level of flexibility that
larger institutions simply do not have. Building enduring relationships with our customers and communities,
being passionate about customer service, and caring about our employees remain the guiding principles
that make LifeStore a leader in the counties we serve.
Last December, we purchased Watauga Insurance Agency, which was the oldest agency in Boone, NC with
roots going back to 1917, and in April we opened a commercial loan production office in Morganton, NC.
These along with other initiatives resulted in asset growth of 4.6% to $266 million, the first year we have
had asset growth since 2010. We also grew net income by 34.5% to just over $2 million. This is the sixth
consecutive year of earnings growth, with an average growth rate of 45.4% over the past 5 years. Our Total
Risk Based Capital increased from 16.31% to 17.69%, well above the 10.0% well capitalized target. Finally,
we continued to see reductions in classified assets as they fell from $10.4 million (36.2% of Tier 1 Capital plus
reserves) to $8.3 million (28.2% of Tier 1 Capital plus reserves). We are pleased that we have been able to
steadily increase earnings while consolidating assets; however, for the long term viability of the company we
must continue to grow.
While large banks continue to become larger and amass a bigger share of the nation’s deposits, we believe
our communities appreciate the flexibility, speed in service delivery, and competitive pricing that LifeStore
offers. To that end we are proud to have a well-trained workforce who knows our customers’ needs and
expectations. They are encouraged and empowered to do the right thing for customers. We strive to promote
from within and have formed employee-run groups such as our Employee Council and Wellness Committee
in recent years. Over half our employees have been with us ten years or more, with an average tenure just
shy of 13 years. We celebrate years of service. This past year we commended Assistant Internal Auditor Robin
Carter and Elkin Insurance Branch Manager Ann Ashman as they reached 30 years with the company. Over
the past three years our average annual employee turnover was 7.1%, which included some folks who retired
after serving our customers for many years. We are also proud that the state of North Carolina chose to
recognize LifeStore with the Governor’s Award for Community Service this past year. Our people are our
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greatest asset and the reason why we have high
levels of customer retention.
In 2004 I was interviewing for my current job and
John D. Weaver, one of the Directors, asked me
how long I would fertilize a dead tree. In one
of the nation’s top Christmas tree-producing
counties that question made perfect sense. The
bank had taken several directions that were
producing poor to mixed results. We recognized
what was working well and discontinued things
that were not. Today we continue to see growth
in the initiatives we decided to keep fertilizing.
In my first week on the job Bill Ashley came to
see me and introduced himself. He was “Mr.
Ashe Federal,” serving as President from 1964
to 1994. Quite honestly, he set a level of caring
and service to the community that would be
impossible for any successor to measure up to.
Both John D. and Bill continued to support the
company and myself, for which I will be eternally
grateful. We lost John D. in January and Bill in
June of this year; they are missed.

Robert Washburn, President and Chief Executive Officer

We were pleased to add BGen Jim Walker, USMC, (Ret.) to our Board of Directors. Jim is the Deputy Director
for International Projects and the Executive Director of Operation Heal Our Patriots at Samaritan’s Purse. Jim
has a wealth of experience in operations and strategic planning that will be a great asset to our board. His
leadership in establishing Operation Heal Our Patriots is exactly the type of community service we look for in
our employees and directors.
So, where are we headed? We are building the finest community financial services company in Northwest
North Carolina. Our customer base is as varied as the mountain terrain, and as such we must strive to embrace
changes in technology, products, and services while honoring the small-town, everyone knows your name
atmosphere that makes our organization so special. Thank you for your continued support.

Robert Washburn
President and Chief Executive Officer
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LifeStore Financial Consultant Lindsay Short

August 2015

February 2016

BGen Jim Walker, USMC, (Ret.)
joined LifeStore Board of
Directors

We asked customers to rate our levels of professionalism, understanding needs, and friendliness. The results
speak for themselves.

Professionalism

Understanding Your Needs

4%

LifeStore Insurance launches
new marketing system

Lifestore launches home
renovation loan

Customer service is at the core of what we do at LifeStore. We introduced a customer service survey earlier this
year to learn what we are doing well and where we can improve. We were quite honestly blown away by the
positive feelings our customers shared with us. While there were a handful of negative responses and areas to
be addressed, the vast majority of survey results were very positive.

September 2015

A new construction/permanent
loan is introduced

March 2016

Lifestore Insurance reports
record month for revenue

Mobile banking launched

November 2015

“More Choices, Less Hassle” campaign
served as kickoff for the 2016 Affordable
Healthcare Open Enrollment

December 2015

Watauga Insurance merged with
LifeStore Insurance
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Well Above Average
Above Average

63%

October 2015

29%

29%

33%

Friendliness of Staff

64%

Average

68%

April 2016

A commercial loan office opens
in Morganton

May 2016

LifeStore receives 2016
Governor’s Award for
Volunteerism

June 2016

LifeStore Financial ends 2015-2016
year with record earnings

LifeStore’s Chief Banking Officer Joedy Eller speaks for us
all: “We are so appreciative that our customers recognize
how LifeStore is different than larger non-local institutions.
As a local community bank, LifeStore is committed to
a level of customer care that is less and less prevalent in
today’s banking environment. Our customers have affirmed
that LifeStore employees go beyond providing banking
services. They develop relationships.”
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LifeStore Wellness launches first
challenge: Walk to Charleston

January 2016

2%

July 2015

SATISFACTION

Right: LifeStore Financial Consultant Michelle Cox
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IN REVIEW

CUSTOMER

Center: After nearly 20 years at Watauga Insurance
Jennifer Brashear continues to assist customers at
LifeStore. Her parents owned Watauga Insurance in
the late 70’s.

7%

THE YEAR

importance of treating
customers right. It shows!

“

Drew Martin
5
Jefferson

LifeStore Commercial Lender Mike
Johnson and Mortgage Lender Angelia
Church talking with Glenn Johnson

WORKING

TOGETHER

UNDERSTANDING

SMALL BUSINESS

Home loans remain an important part of LifeStore’s business, dating back to our formation as Ashe Building &
Loan Association in 1939. Our lenders realize it takes more than being friendly and offering competitive rates
to get loan business and we recently developed two new loan products to meet the demands of our market.

No doubt if you’ve lived in the High Country, you’ve heard of WAMY, but do you know how they improve the
quality of life for High Country families and for their employees who devote so much to make this community
action agency tick?

To help stimulate the sale of homes on the market needing renovation or remodeling, the renovation loan was
introduced. This mortgage combines the purchase or refinancing of the house and the funds for renovation
into one loan. Borrowers can obtain loans for a primary residence, a second home or an investment property
with this new loan product.

WAMY stands for Watauga, Avery, Mitchell and Yancey Counties and was started over 50 years ago. WAMY
Director Melissa Soto describes WAMY as an agency designed to fill gaps. The agency’s programs and services
have changed over the years to meet the specific needs of the communities they serve. Currently, they focus on
four major areas: Housing, Family Development, Youth Development, and Food and Nutrition. Their goal is to help
individuals and families reach a place of security and self-sufficiency, which will ultimately allow our community to
reach its full potential.

We also introduced a one-time close Construction Permanent loan that allows the borrower to convert their
construction loan into a mortgage without the added time and expense of another closing.
Glenn Johnson, owner of Johnson Construction, referred his client King Jolly to LifeStore when the Jollys
were in need of a lender. Their construction project had stalled with two different large commercial banks.
Both his realtor, Amy Spell, and Johnson recommended LifeStore. “I know my customers will be treated well
if I refer them,” comments Johnson.
“I could not believe how much easier it was at LifeStore,” commented Jolly.
Johnson is building a dream home, laced with ornate detail atop a mountain in rural Ashe County for Jolly
and his wife Carroll, who will relocate from near Raleigh to Ashe County when their home is finished. Jolly
speaks with excitement about the area, saying, “We are North Carolinians and proud of it. We respect the area.
People who grow up there might take for granted what they have. The beauty of the area and the way you’re
treated is so nice. We’re excited about making Ashe County our home. We want to fit in and contribute when
we move there.”
Jolly adds, “This is the first time I’ve experienced a contractor and bank working
together like Glenn does with LifeStore. Mike Johnson and Angelia Church
have done exactly what they promised. The integrity and courteousness is what
makes this so great.”

Gr ow
in

Just as WAMY improves the quality of life in our community, their employee benefits program enriches the lives of
its employees, increases their employee retention rate and helps to make WAMY a desirable employer.
The philosophy of WAMY taking care of people in the community is also felt with their own employees. “You’ve got
to take care of your workforce,” commented Soto. “We have eight full-time employees and 25 part-time employees
and a lot of volunteers. Things like vision and dental insurance make a difference. We feel it’s very important to
have benefits to offer our employees.” Soto explained how non-profit agencies can’t offer high salaries, but can
offer benefits.
The partnership between LifeStore Insurance and WAMY dates back more than ten years when LifeStore’s Jan
Noffsinger, VP Health Insurance, assisted in developing an employee benefits program. Soto said, “I’ve totally
entrusted our needs to Jan. I know she wouldn’t recommend something we didn’t need.” Pam Barker is now
helping businesses develop benefit plans after working for 18 years as Human Resources Director at LifeStore.
“Small businesses don’t realize they can offer benefits like a larger employer,” Barker commented. LifeStore can
tailor the plan to the needs of the employer. “Our goal is to help them retain their workforce and be attractive to
new employees seeking a position with benefits.”
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this bank.
“ Love
They know me as
soon as I walk in.“
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Jerry Combs
West Jefferson
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LIFESTORE

FINANCIALS
(In thousands)
Year Ended June 30,
Selected Financial Condition Data:
Total assets

Loans receivable, net1
2

LifeStore Financial Consultants Sheryl Waddell and Chuck Thompson

LifeStore Financial Group
Net Income

2016

2015

2014

2013

2012

$266,049

$254,349

$254,961

$267,743

$279,865

162,654

176,007

182,036

191,854

192,741

Investment securities

50,697

25,377

32,033

32,933

35,464

Cash and cash equivalents

27,232

26,426

17,882

21,488

26,070

188,757

179,654

175,741

189,176

202,609

Borrowings

51,628

51,676

57,721

57,763

57,804

Equity

21,810

19,014

17,906

16,941

16,553

21.40

18.66

17.57

16.62

16.24

Deposits

Book value per share

Interest income and dividends

$9,417

$10,347

$10,693

$11,351

$12,959

Interest expense

2,199

2,316

2,407

2,786

3,504

Net interest income

7,219

8,032

8,286

8,565

9,455

160

287

705

1,851

1,712

7,059

7,744

7,581

6,714

7,743

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

7,257

6,576

5,330

5,841

5,293

Non-interest expense

11,665

12,345

11,872

11,899

12,578

2,651

1,976

1,039

656

458

627

472

160

-66

-112

$2,024

$1,505

$878

$722

$570

Income (loss) before income tax expense
Income tax expense (benefit)
Net income (loss)
Year Ended June 30,

(in thousands)

2016

2015

2014

2013

(in thousands)

$15,121

$2,024

2012

$722

2013

$8,341

$878

2014

2015

2016

2012

$1.48

$0.86

$0.71

$0.56

Return on average assets

0.78%

0.58%

0.34%

0.27%

0.20%

Return on average equity

10.02%

8.05%

4.99%

4.17%

3.47%

3.09%

3.52%

3.47%

3.50%

3.63%

Net interest margin3
Efficiency ratio4

80.44%

84.50%

87.19%

82.60%

85.29%

Nonperforming loans to total loans

3.54%

2.75%

3.63%

3.80%

3.78%

Allowance for loan losses to total loans

1.43%

1.62%

1.54%

1.58%

1.65%

Loans receivable, net is compromised of total loans less allowance for loan losses, loans sold, undisbursed loan funds and deferred loan fees.
Includes FHLB stock and investment securities.
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.

2013

2014

2015

2016

LifeStore Bank
Total Risk - Weighted Capital Ratio
(in thousands)

Selected Ratios:
$1.99

$13,214
$10,352

2012

Basic earnings per share of common stock

$15,969

$1,505

$570

Selected Operating Data:

LifeStore Bank
Classified Assets

13.65%

14.38%

2012

2013

15.16%

16.37%

2014

2015

17.69%

1
2
3
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2016
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LIFESTORE

INSURANCE

LifeStore Account Manager Kristen Pruitt discussing insurance

2016 has proven to be another successful year for LifeStore Insurance.
For the fourth consecutive year we saw increases in both gross
revenue and net income. Our gross income of $4.3 million was more
than a 10% increase over 2015 and our net income of $532,728 was
13.6% greater than the prior year. The increase in revenue came in
all three product types: commercial lines, personal lines, and benefits
(including health insurance, life insurance and annuities).
One of the highlights of our 2016 year was the purchase of Watauga
Insurance Agency. This was the county’s oldest insurance agency
and they offered many of the same products as LifeStore. After the
purchase, the Watauga Insurance staff moved into our Boone location,
Jody Brown, President, LifeStore Insurance
lowering operating expenses and giving our book of business a
boost. This acquisition was truly a good fit for all involved. We are very pleased with the results and how it
will help us going forward.

LifeStore Insurance
Net Income
(in thousands)

During 2016 we also implemented a new marketing system that is helping us communicate better with
our customers through multiple channels: direct mail, email, mass voice communication, our company
website, and social media. Going forward it will give us multiple avenues to keep in touch with our existing
and potential customers. We still believe the most successful way to attract and retain customers is to
provide the best insurance solutions and customer service.
The key to providing this service is our personnel. Our employees continue to adapt to the changing
marketplace. We stay current on our insurance knowledge, focus on making ourselves better, and maintain
a level of expertise that will inspire customer confidence. In addition to professional development, most
of our employees serve in various volunteer capacities within their communities and are continually
contributing through their involvement.
Looking ahead to 2017, we see new challenges as well as new opportunities. While we have had past
success in the individual health insurance market as a result of the Affordable Care Act, we are not optimistic
this will continue. The two major concerns are increasing premium costs and the reduced number of
companies who are willing to participate in the health insurance marketplace. Because of this, we expect
to turn our focus to increasing our personal and commercial property and casualty business. We will
continue to innovate and explore new avenues for growth. LifeStore Insurance may face some challenges
going forward, but we feel we are well positioned to meet those challenges.
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Jody Brown
President, LifeStore Insurance

LifeStore Insurance
Gross Revenue

$394

$205

2012

$469

(in thousands)

$533

$2,726

$271

2013

2014

2015

2016

2012

$3,108

$3,354

2013

2014

$3,931

2015

$4,343

2016
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Members of the 2016 Heart Walk team

GIVING BACK
It has been said that “What is important is family, friends, giving back to your community and finding meaning in
life.” Through the year LifeStore gives back to the communities that support us. We do this through a combination
of volunteer efforts and monetary donations to organizations large and small, with special emphasis on local groups
helping local people.
LifeStore’s ongoing local support for the American Heart
Association gained enthusiasm when Helen Bare, an
employee who had suffered a personal loss, rallied her
family and co-workers. Employees formed a team and held
fundraisers prior to the event. “Heart disease affects every
family in some way. If we give up one Saturday to show our
support and one person is able to prevent a heart attack
because of our efforts, it’s worth it. Walking in the heart walk
shows others we care about our family, and about theirs,”
commented Bare.

Above: LifeStore employees at Ashe County High School financial
literacy day. Below: Ashe County Commissioner William Sands and
Volunteer Coordinator Dayna Price present LifeStore Marketing & Public
Relations Director Judy Current with 2016 Governor’s Award

LifeStore’s community spirit extends into the local schools
by supporting educational events such as the Ashe County
Middle School STEM Day and Career Day. STEM is an
acronym for Science, Technology, Engineering and Math.
The school wants to expose the students to these important
areas of study and show how intertwined they are in today’s
jobs.
In a joint effort with Ashe County High School, LifeStore
sponsored a day to promote financial literacy. Through
fun games and activities the student body increased their
awareness of financial literacy and personal finance facts.
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“ Thank
We appreciate all
you do for us and
the community!

12Shelley Duplantis, Lansing

“

The highlight of this year was receiving a Governor’s Award
for Volunteerism. This is North Carolina’s highest award
for volunteer service. The awards are selected based on
the nominee’s volunteer efforts and commitment of time,
accomplishments, community impact and the enhancement
of the lives of others. Nominations are received and
evaluated at the county level, then reviewed by a statewide
panel who determines the recipients of the awards.

Left: LifeStore Asst. Internal Auditor Robin
Carter with Mr. Ashley
Center: Mr. Ashley reflecting on the bank
at the 75th Anniversary Celebration
Right: Shawn Dain, customer, converses
with Mr. Ashley

1928-2016
The LifeStore family lost a special member on June 5, 2016 with the passing of William O. Ashley, Jr. As a young man he
attended Asheville-Biltmore College (now UNC Asheville) and served in the U.S. Army during the Korean era, earning a
Purple Heart.
After coming home to Ashe County Bill married Pearl James in 1958. He was soon involved in several business pursuits
helping to start Greenfield Restaurant and managing a local department store. He spent six years working for one of Ashe
County’s first bankers, Lester Segraves at First National Bank. It was while working at First National that Bill was hired by
the Board of Ashe Savings & Loan as its new Managing Officer.
Bill was loved by customers, members of the community and his employees. Martin Little, Ashe County Market President,
shares his memories of Mr. Ashley:
“I began working for Bill in January 1987. Bill was a true gentlemen, he had a very calm nature. He never seemed to get
very upset or lose his composure or let you know when he was upset. He would greet customers in the lobby and speak
to everyone as if he had known them all his life. In fact, I think he did know everyone! I remember when we would discuss
approving a mortgage loan for my customers, Bill would usually ask ‘Now who are their parents?’ since he had more than
likely helped their parents with a mortgage.”
“He retired in 1994, but was never forgotten. We still have customers who talk about getting their first mortgage to
purchase or construct a home from Bill Ashley. They tell stories about how they would talk to Bill about a loan to build a
home and Bill might ask ‘Are you sure that will be enough?’ Bill would also talk to them after they applied, and in a few
days he would call and tell them to go ahead and start building, even before they had closed the loan. My how times
have changed.”
He continued serving our community and institution after retirement, remaining an active member of our Board of
Directors until 2000. In addition to his association with the bank, Bill was well known in the community as an active
member of Jefferson United Methodist Church and a past board member of Ashe Memorial Hospital Foundation. He was
also a member of the Jefferson’s Rotary Club for over 50 years.
After Bill’s passing LifeStore employees and customers alike mourned his loss and fondly remembered his time at the
bank. He was a modest and kind man not wanting pictures, recognition or limelight. He will be greatly missed but we will
ensure that his legacy of kindness and generosity continues far into the future.
His legacy may be remembered by a quote from Mother Teresa, “Kind words can be short and easy to speak, but their
echos are truly endless.”
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BOARD OF

DIRECTORS
Jerry Roten

LifeStore’s Chairman of the Board, served as Ashe County’s
Clerk of Superior Court for 20 years and has been a member of
LifeStore’s Board of Directors since 1992.

Board of Directors

Michael Sherman

Claudia L. Kelley, Ph.D.

Vice Chairman of the Board of LifeStore, President and Chief
Executive Officer of Zibra, LLC, a consumer products company
based in Mooresville, NC. He has been a member of the Board
of Directors since 2001.

Professor of Accounting at Appalachian State University

Robert E. Washburn

President & Chief Executive Officer of LifeStore

Donald R. Moore

Owner and Manager of McDonald’s Restaurant of West Jefferson

Karen P. Powell

Public Relations Administrator, SkyLine Membership Corporation

Michael M. Sherman

Vice Chairman of the Board of LifeStore, President & Chief Executive Officer of Zibra, LLC

Charles W. Jones, M.D.

Surgeon, owner of Charles W. Jones, M.D., P.A.

Jerry L. Roten

Chairman of the Board of LifeStore, Retired, Former Clerk of Superior Court of Ashe County

James C. Walker

BGen, USMC, (Ret.), Deputy Director for International Projects, Samaritan’s Purse

LifeStore Executive Officers
Robert E. Washburn

President & Chief Executive Officer

Melanie P. Miller

Executive Vice President & Chief Financial Officer

Melanie Miller

Ruth Johnson

Joedy Eller

Jody Brown

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
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LifeStore Bank Locations

1675 Blowing Rock Rd, Boone, NC 28607
840 E Main St, Jefferson, NC 28640
4951 NC Hwy 88 W, Warrensville, NC 28693
205 S Jefferson Ave, West Jefferson, NC 28694
1441 Mt Jefferson Rd, West Jefferson, NC 28694

LifeStore Insurance Locations

1675 Blowing Rock Rd, 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

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

LifeStore Financial Group Support Center
21 E Ashe St, West Jefferson, NC 28694
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www.GoLifeStore.com

