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PART I FINANCIAL INFORMATION

Item 1. Financial Statements

GUARANTY FEDERAL BANCSHARES, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2015 (UNAUDITED) AND DECEMBER 31, 2014

ASSETS 9/30/15
Cash $4,074,077
Interest-bearing deposits in other financial institutions 5,344,387
Cash and cash equivalents 9,418,464
Available-for-sale securities 92,300,108
Held-to-maturity securities 47,112
Stock in Federal Home Loan Bank, at cost 3,013,500
Mortgage loans held for sale 323,531

Loans receivable, net of allowance for loan losses of September 30, 2015 - $6,821,114

- December 31, 2014 - $6,588,597 502,530,330
Accrued interest receivable:

Loans 1,368,280
Investments and interest-bearing deposits 302,143
Prepaid expenses and other assets 3,825,611
Foreclosed assets held for sale 2,694,258
Premises and equipment, net 10,641,969
Bank owned life insurance 14,689,183
Income taxes receivable 324,080
Deferred income taxes 3,269,611

12/31/14
$3,604,316

8,889,574
12,493,890
86,467,985
60,993
3,156,900
1,214,632

486,586,636

1,704,374
325,684
4,530,191
3,165,447
10,602,763
14,417,220
320,416
3,412,513

$644,748,180 $628,459,644

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Deposits

Federal Home Loan Bank and Federal Reserve Bank advances 56,500,000
Securities sold under agreements to repurchase -
Subordinated debentures 15,465,000
Advances from borrowers for taxes and insurance 490,101
Accrued expenses and other liabilities 1,171,507
Accrued interest payable 195,195

578,984,422

$505,162,619 $479,818,282

60,350,000
10,000,000
15,465,000
143,984
963,386
242,145
566,982,797
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COMMITMENTS AND CONTINGENCIES - -

STOCKHOLDERS' EQUITY
Capital Stock:

Series A preferred stock, $0.01 par value; authorized 2,000,000 shares; - -
Common stock, $0.10 par value; authorized 10,000,000 shares; issued September 30,

2015 and December 31, 2014 - 6,851,003 and 6,823,203 shares, respectively 685,100 682,320
Additional paid-in capital 50,348,015 50,366,546
Retained earnings, substantially restricted 52,178,852 48,549,691
Accumulated other comprehensive loss

Unrealized loss on available-for-sale securities, net of income taxes (175,093 ) (448,421 )

103,036,874 99,150,136
(37,273,116 ) (37,673,289

65,763,758 61,476,847
$644,748,180 $628,459,644

Treasury stock, at cost; September 30, 2015 and December 31, 2014 - 2,466,068 and
2,492,552 shares, respectively

See Notes to Condensed Consolidated Financial Statements
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GUARANTY FEDERAL BANCSHARES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

THREE MONTHS AND NINE MONTHS ENDED SEPTEMBER 30, 2015 AND 2014 (UNAUDITED)

Interest Income
Loans

Investment securities
Other

Interest Expense

Deposits

Federal Home Loan Bank and Federal Reserve Bank
advances

Subordinated debentures

Other

Net Interest Income

Provision for Loan Losses

Net Interest Income After Provision for Loan Losses
Noninterest Income

Service charges

Gain (loss) on sale of investment securities

Gain on sale of mortgage loans held for sale

Gain on sale of Small Business Administration loans
Net loss on foreclosed assets

Other income

Noninterest Expense

Salaries and employee benefits

Occupancy

FDIC deposit insurance premiums
Prepayment penalty on repurchase agreements
Data processing

Advertising

Other expense

Income Before Income Taxes
Provision for Income Taxes
Net Income

$5,846,935

350,679
31,477
6,229,091

612,091
298,952

135,329
289
1,046,661
5,182,430
200,000
4,982,430

317,385
4,152 )
473,541
378
(21,151 )
397,548
1,163,549

2,483,512
474,885
105,878

198,291
131,250
711,777
4,105,593
2,040,386
621,751
1,418,635

Three months ended
9/30/2015

9/30/2014

Retrospectively

Adjusted -
Note 7

$ 5,736,813
383,947
26,299
6,147,059

583,736
302,271

133,456
66,700
1,086,163
5,060,896
450,000
4,610,896

315,066
(1,554

249,967
(32,782
336,688
867,385

2,218,655
421,626
84,031

180,021
106,251
619,116
3,629,700
1,848,581
488,098
1,360,483

$17,740,376

1,055,210
107,652
18,903,238

1,832,281
895,137

402,187
121,122
3,250,727
15,652,511
350,000
15,302,511

914,019
151,161
1,217,316
344,817
(38,913 )
1,088,611
3,677,011

7,424,824
1,411,472
326,216
463,992
592,114
393,750
2,174,680
12,787,048
6,192,474
1,906,346
4,286,128

Nine months ended
9/30/2015

9/30/2014

Retrospectively

Adjusted -
Note 7

$ 17,180,526
1,256,831
107,349
18,544,706

1,753,229
896,598

399,654
197,925
3,247,406
15,297,300
975,000
14,322,300

946,485
9,137
686,212
(109,747
1,015,486
2,547,573

6,755,386
1,268,301
340,994

506,293
318,753
2,224,820
11,414,547
5,455,326
1,454,734
4,000,592

)
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Preferred Stock Dividends and Discount Accretion - - - 357,210
Net Income Available to Common Shareholders $1,418,635 $ 1,360,483 $4,286,128  $3,643,382

Basic Income Per Common Share $0.33 $0.32 $0.99 $0.93
Diluted Income Per Common Share $0.32 $0.31 $0.98 $0.92

See Notes to Condensed Consolidated Financial Statements
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GUARANTY FEDERAL BANCSHARES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

THREE MONTHS AND NINE MONTHS ENDED SEPTEMBER 30, 2015 AND 2014 (UNAUDITED)

Three months ended Nine months ended
9/30/2015  9/30/2014  9/30/2015  9/30/2014
NET INCOME $1,418,635 $1,360,483 $4,286,128 $4,000,592
OTHER ITEMS OF COMPREHENSIVE INCOME
(LOSS):

Change in unrealized gain (loss) on investment securities
available-for-sale, before income taxes

Less: Reclassification adjustment for realized (gains) losses on
investment securities included in net income, before income 4,152 1,554 (151,161 ) (9,137 )
taxes

Total other items in comprehensive income (loss) 832,778 (105,510 ) 433,852 2,417,429
Income tax e;xps:nse (benefit) related to other items of 308,128 (39,039 ) 160,524 894,449
comprehensive income
Other comprehensive income (loss) 524,650 (66,471 ) 273,328 1,522,980
TOTAL COMPREHENSIVE INCOME $1,943,285 $1,294,012 $4,559,456 $5,523,572

828,626 (107,064 ) 585,013 2,426,566

See Notes to Condensed Consolidated Financial Statements
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GUARANTY FEDERAL BANCSHARES, INC.
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

NINE MONTHS ENDED SEPTEMBER 30, 2015 (UNAUDITED)

iy Accumulated
Additional .
Common . Treasury Retained Other
Paid-In . . Total
Stock . Stock Earnings Comprehensive
Capital

Income (loss)

Balance, January 1,2015  $682,320 $50,366,546 $(37,673,289) $48,549,691 $ (448,421 ) $61,476,847
Net income - - - 4,286,128 - 4,286,128
Change in unrealized gain
(loss) on available-for-sale

9 . ; ; ; - 273,328 273,328
securltles, net Of mcome

taxes

Dividends on common stock

(50.15 por sharc) ; ; ; (656967 ) - (656,967 )
Stock award plans - (160,625 ) 400,173 - - 239,548
Stock options exercised 2,780 142,094 - - - 144,874
ggi‘;“ce’ September 30, $685,100 $50,348,015 $(37,273,116) $52,178,852 $ (175,093 ) $65,763,758

See Notes to Condensed Consolidated Financial Statements
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GUARANTY FEDERAL BANCSHARES, INC

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

NINE MONTHS ENDED SEPTEMBER 30, 2015 AND 2014 (UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Items not requiring (providing) cash:

Deferred income taxes

Depreciation

Provision for loan losses

Gain on sale of Small Business Administration loans

Gain on sale of mortgage loans held for sale and investment securities

(Gain) loss on foreclosed assets held for sale
Amortization of deferred income, premiums and discounts
Stock award plan expense

Origination of loans held for sale

Proceeds from sale of loans held for sale

Increase in cash surrender value of bank owned life insurance
Changes in:

Accrued interest receivable

Prepaid expenses and other assets

Accounts payable and accrued expenses

Income taxes receivable

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net change in loans

Principal payments on held-to-maturity securities
Principal payments on available-for-sale securities
Proceeds from calls/maturities of available-for-sale securities
Purchase of premises and equipment

Purchase of available-for-sale securities

Proceeds from sale of available-for-sale securities
Purchase of Federal Home Loan Bank stock

Proceeds from sale of foreclosed assets held for sale

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends paid on common stock

Net increase (decrease) in demand deposits, NOW and savings accounts

Net decrease in certificates of deposit

Net decrease of securities sold under agreements to repurchase
Proceeds from FHLB advances

Repayments of FHLB advances

Stock options exercised

9/30/2015

$4,286,128

(17,622 )
678,648
350,000
(344,817 )
(1,368,477 )
(8,905 )
558,319
239,548
(41,881,391)
43,989,808
(271,963 )

359,635
704,580
158,457
(3,664 )
7,428,284

(16,136,499)
13,882
8,185,628

(717,854 )
(38,568,960)
24,636,698
143,400
608,920
(21,834,785)

(654,253 )
29,545,375

(4,201,038 )
(10,000,000)

(3,850,000 )
144,874

9/30/2014

$4,000,592

797,859
565,966
975,000
(695,349 )
42,706
566,323
223,520
(23,205,947)
24,446,459
(280,478 )

183,636
748,462
55,407
(405,120 )
8,019,036

(3,338,525 )
13,809

7,148,661
3,151,000
(347,688 )
(28,700,444)
21,258,655
(223,800 )
415,741

(622,591 )

(215,329 )
(11,905,037)
(4,163,231 )

6,800,000
(3,000,000 )
210,870

10
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Redemption of preferred stock

Proceeds from issuance of common stock

Advances from borrowers for taxes and insurance

Cash dividends paid on preferred stock

Net cash provided by (used in) financing activities

DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS, END OF PERIOD

See Notes to Condensed Consolidated Financial Statements

346,117

11,331,075

(3,075,426 )

12,493,890
$9,418,464

(12,000,000)
15,814,312
294,382
(413,000 )
(8,577,033 )
(1,180,588 )
12,303,200
$11,122,612

11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Note 1: Basis of Presentation

The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance
with generally accepted accounting principles for interim financial information and with the instructions to Form 10-Q
and Rule 8-03 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
generally accepted accounting principles for complete financial statements. In the opinion of management, all
adjustments (consisting only of normal recurring accruals) considered necessary for a fair presentation have been
included.

These condensed consolidated financial statements should be read in conjunction with the consolidated financial
statements and notes thereto included in Guaranty Federal Bancshares, Inc.’s (the “Company’’) Annual Report on Form
10-K for the year ended December 31, 2014 filed with the Securities and Exchange Commission (the “SEC”). The
results of operations for the periods are not necessarily indicative of the results to be expected for the full year. The
condensed consolidated balance sheet of the Company as of December 31, 2014, has been derived from the audited
consolidated balance sheet of the Company as of that date. Certain information and note disclosures normally included
in the Company’s annual financial statements prepared in accordance with generally accepted accounting principles
have been condensed or omitted.

Note 2: Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of the Company and its wholly
owned subsidiary, Guaranty Bank (the “Bank”). All significant intercompany transactions and balances have been
eliminated in consolidation.

Note 3: Securities

The amortized cost and approximate fair values of securities classified as available-for-sale were as follows:

12
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As of September 30, 2015
Equity Securities

Debt Securities:

U. S. government agencies
Municipals

Corporates

Government sponsored mortgage-backed securities and SBA

loan pools

Amortized
Cost

$102,212

8,533,347
23,555,831
3,960,972

56,425,672

Gross
Unrealized
Gains

$ 12,346

30
175,458
6,867

205,073

$92,578,034 $399,774

Gross Approximate
Unrealized pp

Fair Value
(Losses)

$(14,864 ) $99,694

(41,180 ) 8,492,198
(84,219 ) 23,647,070
(53,089 ) 3,914,750

(484,348 ) 56,146,396
$(677,700 ) $92,300,108

13
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Gross Gross

Amortized Unrealized Unrealized Appr0x1mate
Cost . Fair Value
Gains (Losses)
As of December 31, 2014
Equity Securities $102,212 $ 16,121 $(13,310 ) $105,023
Debt Securities:
U. S. government agencies 10,528,055 - (271,282 ) 10,256,773
Municipals 15,474,316 185,747 (70,173 ) 15,589,890
S)z;e;gg;:nt sponsored mortgage-backed securities and SBA 61075181  235.977 (794859 ) 60.516.299

$87,179,764 $437,845  $(1,149,624) $86,467,985

Maturities of available-for-sale debt securities as of September 30, 2015:

Amortized  Approximate

Cost Fair Value
< 1 year $285,000 $285,408
1-5 years $4,727,145  $4,728,528
6-10 years 15,591,686 15,610,114
After 10 years 15,446,319 15,429,968

Government sponsored mortgage-backed securities not due on a single maturity date 56,425,672 56,146,396
$92,475,822 $92,200,414

The amortized cost and approximate fair values of securities classified as held to maturity are as follows:

Amortized Gross Gross Approximate
Unrealized Unrealized p.p
Cost . Fair Value
Gains (Losses)
As of September 30, 2015
Debt Securities:
Government sponsored mortgage-backed securities $47,112  $ 1,136 $ - $ 48,247
. Gross Gross .
Amortized Unrealized Unrealized App roximate
Cost . Fair Value
Gains (Losses)
As of December 31, 2014
Debt Securities:
Government sponsored mortgage-backed securities $ 60,993  $ 1,626 $ - $ 62,619

14
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Maturities of held-to-maturity securities as of September 30, 2015:

Amortized Approximate
Cost Fair Value
Government sponsored mortgage-backed securities not due on a single maturity date ~ $47,112  $ 48,247

The book value of securities pledged as collateral, to secure public deposits and for other purposes, amounted to
$50,440,506 and $53,355,716 as of September 30, 2015 and December 31, 2014, respectively. The approximate fair
value of pledged securities amounted to $50,372,066 and $52,907,065 as of September 30, 2015 and December 31,
2014, respectively.

Realized gains and losses are recorded as net securities gains. Gains on sales of securities are determined on the
specific identification method. Gross gains of $165,799 and $175,941 and gross losses of $14,638 and $166,804 as of
September 30, 2015 and September 30, 2014, respectively, were realized from the sale of available-for-sale securities.
The tax effect of these net gains was $55,930 and $3,381 as of September 30, 2015 and September 30, 2014,
respectively.

The Company evaluates all securities quarterly to determine if any unrealized losses are deemed to be other than
temporary. Certain investment securities are valued at less than their historical cost. These declines are primarily the
result of the rate for these investments yielding less than current market rates, or declines in stock prices of equity
securities. Based on evaluation of available evidence, management believes the declines in fair value for these
securities are temporary. It is management’s intent to hold the debt securities to maturity or until recovery of the
unrealized loss. Should the impairment of any of these debt securities become other than temporary, the cost basis of
the investment will be reduced and the resulting loss recognized in net income in the period the other-than-temporary
impairment is identified, to the extent the loss is related to credit issues, and to other comprehensive income to the
extent the decline on debt securities is related to other factors and the Company does not intend to sell the security
prior to recovery of the unrealized loss.

Certain other investments in debt and equity securities are reported in the financial statements at an amount less
than their historical cost. Total fair value of these investments at September 30, 2015 and December 31, 2014, was
$49,973,248 and $60,733,191, respectively, which is approximately 54% and 70% of the Company’s investment
portfolio. These declines primarily resulted from changes in market interest rates and failure of certain investments to
meet projected earnings targets.

The following table shows gross unrealized losses and fair value, aggregated by investment category and length of
time that individual securities have been in a continuous unrealized loss position at September 30, 2015 and December
31,2014.

16
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Description of Securities

Equity Securities

U. S. government agencies
Municipals

Corporates

Government sponsored
mortgage-backed securities and
SBA loan pools

10

September 30, 2015

Less than 12 Months 12 Months or More Total

Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized
Losses Losses Losses

$ $- $33,063 $(14,864 ) $33,063 $(14,864 )

2,965,790 (17,557 ) 4,026,378 (23,623 ) 6,992,168 (41,180 )
5,197,814 (61,727 ) 710,495 (22,492 ) 5,908,309 (84,219 )
3,029,750 (53,089 ) - - 3,029,750 (53,089 )
17,085,254  (117,458) 16,924,705 (366,890) 34,009,959 (484,348)

$28,278,608 $(249,832) $21,694,640 $(427,868) $49,973,248 $(677,700)

17
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December 31, 2014

Less than 12 Months 12 Months or More Total
Description of Securities Fair Value Unrealized Fair Value Unrealized Fair Value Unrealized
Losses Losses Losses
Equity Securities $- $- $34,618 $(13,310 ) $34,618 $(13,310 )
U. S. government agencies - - 10,256,773 (271,282 ) 10,256,773 (271,282 )
Municipals 2,677,626 (7,692 ) 5,859,560 (62,481 ) 8,537,186 (70,173 )

Government sponsored
mortgage-backed securities and 12,703,301 (70,049 ) 29,201,313 (724,810 ) 41,904,614 (794,859 )
SBA loan pools

$15,380,927 $(77,741 ) $45,352,264 $(1,071,883) $60,733,191 $(1,149,624)

Note 4: Loans and Allowance for Loan Losses

Categories of loans at September 30, 2015 and December 31, 2014 include:

ggf)tember December 31,
2015 2014
Real estate - residential mortgage:
One to four family units $95,258,088 $97,900,814
Multi-family 39,929,250 33,785,959
Real estate - construction 40,381,309 36,784,584
Real estate - commercial 224,236,614 215,605,054
Commercial loans 87,314,328 92,114,216
Consumer and other loans 22,552,483 17,246,437
Total loans 509,672,072 493,437,064
Less:
Allowance for loan losses (6,821,114 ) (6,588,597 )
Deferred loan fees/costs, net (320,628 ) (261,831 )
Net loans $502,530,330 $486,586,636
11

18
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Classes of loans by aging at September 30, 2015 and December 31, 2014 were as follows:

As of September 30, 2015

Real estate - residential mortgage:

One to four family units
Multi-family

Real estate - construction
Real estate - commercial
Commercial loans
Consumer and other loans
Total

As of December 31, 2014

Real estate - residential mortgage:

One to four family units
Multi-family

Real estate - construction
Real estate - commercial
Commercial loans
Consumer and other loans
Total

60-89
Days

Past
Due

(In Thousands)

98

$10,313 $ 98

60-89

(In Thousands)

Days
and
more
Past
Due

324

685

$1,009 $

Greater

Days

$113 $428 $279

227

$463 $ 506

Total
Total Loans >
Current Loans 90 Days
Receivable and
Accruing

$93,473 95258 § -
39,929 39,929 -
33,492 40,381 -
222,996 224,237 -
85,832 87,314 -
22,530 22,553 -

11,420 $498,252 $509,672 $ -

Total
Total Loans >
Current Loans 90 Days
Receivable and
Accruing

$97,081  $97,901 $ -
33,786 33,786 -
36,785 36,785 -
215,605 215,605 -
91,887 92,114 -
17,188 17,246 -
$492,332 $493437 § -
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Nonaccruing loans are summarized as follows:

September

30,

2015
Real estate - residential mortgage:
One to four family units $2,307,794
Multi-family -
Real estate - construction 9,572,835
Real estate - commercial 161,491
Commercial loans 1,611,981
Consumer and other loans 13,235
Total $13,667,336
12

December
31,
2014

$911,240
2,892,772
459,823
1,026,772

$5,290,607

20
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The following tables present the activity in the allowance for loan losses based on portfolio segment for the three and
nine months ended September 30, 2015 and 2014:

Three months ended

September 30, 2015

Allowance for loan
losses:

Balance, beginning of
period

Provision charged to
expense

Losses charged off
Recoveries

Balance, end of period

Nine months ended

September 30, 2015

Allowance for loan
losses:

Balance, beginning of
period

Provision charged to
expense

Losses charged off
Recoveries

Balance, end of period

Three months ended

September 30, 2014

Allowance for loan
losses:

One
., to Consumer
Commercial four
Construction " Multi-family Commercial and Unallocated Total
Real Estate family Other
(In Thousands)
$1,346 $ 1,945 $805 § 151 $ 1,893 $ 232 $ 279 $6,651
921 (363 ) (25) 10 (410 ) @ A $200
: : ) - : 46 ) - $47 )
1 - 4 - 1 11 - $17
$2,268 $ 1,582 $783 $ 161 $ 1,484 $ 193 $ 350 $6,821
One
. Consumer
Commercial to
Construction four  Multi-family Commercial Unallocated Total
and
Real Estate
. Other
family
(In Thousands)
$1,330 $ 1,992 $900 $ 127 $ 1,954 $ 185 $ 101 $6,589
929 (410 ) (32) 34 (474 ) 54 249 $350
- - 99 ) - - ® ) - $(179 )
9 - 14 - 4 34 - $61
$2,268 §$ 1,582 $783 §$ 161 $ 1,484 $ 193 $ 350 $6,821
. . One to Consumer
Commercial four
Construction “ Multi-family Commercial and Unallocated Total
Real Estate ¢, mily Other
(In Thousands)
$1,879 $ 2,284 $1,014 $ 146 $ 1,244 $ 221 $ - $6,788
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Balance, beginning of
period

Provision charged to
expense

Losses charged off
Recoveries

Balance, end of period

Nine months ended

September 30, 2014

Allowance for loan
losses:

Balance, beginning of
period

Provision charged to
expense

Losses charged off

(244 ) (418 ) 84 ) (@30 ) 1,135 4 ) 95 $450
- - 27 ) - (792 ) (16 ) - $(835 )
1 99 3 - 22 10 - $135
$1,636 $ 1,965 $906 $ 116 $ 1,609 $ 211 $ 95 $6,538
One
. Consumer
Commercial to
Construction four ~ Multi-family Commercial Unallocated Total
and
Real Estate
. Other
family
(In Thousands)
$2,387 $ 2,059 $997 $ 209 $ 1,519 $ 272 $ 359 $7,802
(548 ) (184 ) 30 93 ) 2,049 as ) (@64 ) $975
207) O ) (127) - 2,014 ) @4 ) - $
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