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Securities registered pursuant to Section 12(b) of the Act:

Title of Class Exchange on which
Registered

Common Stock, par value $.10 per share NASDAQ Global
Market

Securities registered pursuant to Section 12(g) of the Act:        None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes ___ No  X  

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act. Yes ___ No  X  

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes   X      No  

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes   X   No      

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. [X]
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one): 

Large accelerated file ___ Accelerated filer ___ Non-accelerated filer ___
Smaller reporting company   X  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
____ No   X 

The aggregate market value of the voting and non-voting common stock held by non-affiliates of the registrant, based
on the average bid and asked prices of the registrant's Common Stock as quoted on the Global Market of The
NASDAQ Stock Market on June 30, 2016 (the last business day of the registrant’s most recently completed second
quarter) was $63.3 million. As of March 15, 2017 there were 4,421,275 shares of the registrant's Common Stock
outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the Annual Meeting of Stockholders (the “Proxy Statement”) to be held on May 24,
2017 (Part III).
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PART I

Item 1.    Business

Guaranty Federal Bancshares, Inc.

Guaranty Federal Bancshares, Inc. (hereinafter referred to as “we,” “us,” “our,” or the “Company”) is a Delaware-chartered
corporation that was formed in September 1997. The Company became a unitary savings and loan holding company
for Guaranty Federal Savings Bank, a federal savings bank (the "Bank") on December 30, 1997, in connection with a
plan of conversion and reorganization involving the Bank and its then existing mutual holding company. The mutual
holding company structure had been created in April 1995 at which time more than a majority of the shares of the
Bank were issued to the mutual holding company and the remaining shares were sold in a public offering. In
connection with the conversion and reorganization on December 30, 1997, the shares of the Bank held by the mutual
holding company were extinguished along with the mutual holding company, and the shares of the Bank held by the
public were exchanged for shares of the Company. All of the shares of the Bank which remained outstanding after the
conversion are owned by the Company.

On June 27, 2003, the Bank converted from a federal savings bank to a state-chartered trust company with banking
powers in Missouri, and the Company became a bank holding company. On this date, the name of the Bank was
changed from Guaranty Federal Savings Bank to Guaranty Bank. The primary activity of the Company is to oversee
its investment in the Bank. The Company engages in few other activities. For this reason, unless otherwise specified,
references to the Company include operations of the Bank. Further, information in a chart or table based on Bank only
data is identical to or immaterially different from information that would be provided on a consolidated basis. In
addition to the Bank, the Company owns Guaranty Statutory Trust I and Guaranty Statutory Trust II, both Delaware
statutory trusts.

At December 31, 2016, the Company’s consolidated assets were $688.0 million, net loans were $540.5 million,
deposits were $505.4 million and total stockholders’ equity was $70.0 million. See Item 6 “Selected Financial Data” for
further details regarding the Company’s financial position and results of operations for the previous five fiscal years.

Guaranty Bank
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The Bank's principal business has been, and continues to be, attracting retail deposits from the general public and
investing those deposits, together with funds generated from operations, in commercial real estate loans, multi-family
residential mortgage loans, construction loans, permanent one- to four-family residential mortgage loans, business,
consumer and other loans. The Bank also invests in mortgage-backed securities, U.S. Government and federal agency
securities and other marketable securities. The Bank's revenues are derived principally from interest on its loans and
other investments and fees charged for services provided, and gains generated from sales of loans and investment
securities, and the Bank’s results of operations are primarily dependent on net interest margin, which is the difference
between interest income on interest-earning assets and interest expense on interest-bearing liabilities. The Bank's
primary sources of funds are: deposits; borrowings; amortization and prepayments of loan principal; and
amortizations, prepayments and maturities of investment securities.

The Bank is regulated by the Missouri Division of Finance (“MDF”) and its deposits are insured by the Deposit
Insurance Fund of the Federal Deposit Insurance Corporation (the "FDIC"). See discussion under section captioned
“Supervision and Regulation” in this Item 1. The Bank is a member of the FHLB of Des Moines, which is one of 11
regional Federal Home Loan Banks (“FHLB”).

Internet Website

The Company’s internet website address is www.gbankmo.com. The information contained on that website is not
included as part of, or incorporated by reference into, this Annual Report on Form 10-K. The Company makes
available through its website its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports
on Form 8-K and any amendments to these reports as soon as reasonably practicable after they are electronically filed
or furnished to the Securities and Exchange Commission. These materials are also available free of charge (other than
a user's regular internet access charges) on the Securities and Exchange Commission's website at www.sec.gov.     

4
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Market Area

The Bank's primary market areas are Greene and Christian Counties, which are in the southwestern corner of Missouri
and includes the cities of Springfield, Nixa and Ozark, Missouri (our “Market Area”). The major components of the
local economy are service industries, education, retail, light manufacturing and health care. There is a significant
regional health care presence with two large regional hospitals. There also are four accredited colleges and one major
university. Part of the area’s growth can be attributed to its proximity to Branson, Missouri, which has developed a
strong tourism industry related to country music and entertainment. Branson is located 30 miles south of Springfield,
and attracts between five and six million tourists each year, many of whom pass through Springfield. The Bank also
has a Loan Production Office in Webster County, Missouri and Jasper County, Missouri. 

Lending Activities

Like many commercial banks in our market, our loan portfolio is comprised of different types of industries. However,
real estate lending is a significant portion of our business and accounted for more than 82% of our loan portfolio by
value as of December 31, 2016. Set forth below is selected data relating to the composition of the Bank’s loan portfolio
at the dates indicated: 

As of December 31,
2016 2015 2014 2013 2012

$ %  $ % $ % $ % $ %
(Dollars in Thousands)

Mortgage loans
(includes loans held
for sale):
One to four family $108,594 20 % $100,160 20 % $99,116 20 % $94,422 20 % $102,225 21 %
Multi-family 48,483 9 % 41,604 8 % 33,786 7 % 46,188 10 % 46,405 10 %
Construction 40,912 7 % 45,463 9 % 36,785 7 % 43,266 9 % 48,917 10 %
Commercial real
estate 249,581 46 % 208,824 42 % 215,605 44 % 179,079 38 % 167,761 35 %

Total mortgage
loans 447,570 82 % 396,051 79 % 385,292 78 % 362,955 77 % 365,308 77 %

Commercial
business loans 75,405 14 % 81,007 16 % 92,114 19 % 92,722 20 % 95,227 20 %

Consumer loans 23,606 4 % 21,992 4 % 17,246 3 % 17,303 4 % 16,717 4 %
Total consumer and
other loans 99,011 18 % 102,999 21 % 109,360 22 % 110,025 23 % 111,944 23 %

Total loans 546,581 100% 499,050 100% 494,652 100% 472,980 100% 477,252 100%
Less:

382 333 262 175 136
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Deferred loan
fees/costs, net
Allowance for loan
losses 5,742 5,812 6,589 7,802 8,740

Total Loans, net $540,457 $492,905 $487,801 $465,003 $468,376

5
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The following table sets forth the maturity of the Bank's loan portfolio as of December 31, 2016. The table shows
loans that have adjustable rates as due in the period during which they contractually mature. The table does not
include prepayments or scheduled principal amortization.  

Loan Maturities

Due in
One

Year or
Less

Due
After

One
Through

Five
Years

Due
After

Five
Years

Total

(Dollars in thousands)
One to four family $14,336 $48,589 $45,669 $108,594
Multi-family 4,979 28,172 15,332 48,483
Construction 23,480 12,484 4,948 40,912
Commercial real estate 23,141 118,557 107,883 249,581
Commercial loans 26,243 32,208 16,954 75,405
Consumer loans 9,719 6,801 7,086 23,606
Total loans (1) $101,898 $246,811 $197,872 $546,581
Less:
Deferred loan fees/costs 382
Allowance for loan losses 5,742
Loans receivable net $540,457
(1) Includes mortgage loans held for sale of $2,183

The following table sets forth the dollar amount, before deductions for unearned discounts, deferred loan fees/costs
and allowance for loan losses, as of December 31, 2016 of all loans due after December 2017, which have
pre-determined interest rates and which have adjustable interest rates.

Fixed
Rates

Adjustable

Rates
Total

%

Adjustable
(Dollars in Thousands)

One to four family $57,934 $ 36,324 $94,258 39 %
Multi-family 24,068 19,436 43,504 45 %
Construction 12,165 5,267 17,432 30 %
Commercial real estate 140,276 86,164 226,440 38 %
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Commercial loans 16,504 32,658 49,162 66 %
Consumer loans 2,090 11,797 13,887 85 %
Total loans (1) $253,037 $ 191,646 $444,683 43 %
(1) Before deductions for unearned discounts, deferred loan fees/costs and allowances for loan losses.

Commercial Real Estate Loans. As of December 31, 2016, the Bank had commercial real estate loans totaling
$250.0 million or 46% of the Bank's total loan portfolio. Commercial real estate loans are generally originated in
amounts up to 80% of the appraised value of the mortgaged property. The majority of the Bank’s commercial real
estate loans have been originated with adjustable rates of interest, the majority of which are quoted at a spread to the
Wall Street Prime rate for the initial fixed rate period with subsequent adjustments at a spread to the Wall Street Prime
rate. The Bank's commercial real estate loans are generally permanent loans secured by improved property such as
office buildings, retail stores, small shopping centers, medical offices, motels, churches and other non-residential
buildings.

To originate commercial real estate loans, the Bank generally requires a mortgage and security interest in the subject
real estate, personal guarantees of the principals, a security interest in the related personal property, and a standby
assignment of rents and leases. The Bank has established its loan-to-one borrower limitation, which was $22.7 million
as of December 31, 2016, as its maximum commercial real estate loan amount.

6
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Loans secured by commercial real estate are generally larger and involve a greater degree of risk than residential
mortgage loans. Because payments on loans secured by commercial real estate are often dependent on successful
operation or management of the properties, repayment of such loans may be subject, to a greater extent, to adverse
conditions in the real estate market or the economy. The Bank seeks to minimize these risks by careful underwriting,
requiring personal guarantees, lending only to established customers and borrowers otherwise known by the Bank, and
generally restricting such loans to its primary Market Area.

As of December 31, 2016, the Bank’s commercial real estate loan portfolio included approximately $7.5 million, or
1.4% in loans to develop land into residential lots. The Bank utilizes its knowledge of the local market conditions and
appraisals to evaluate the development cost and estimate projected lot prices and absorption rates to assess loans on
residential subdivisions. The Bank typically loans up to 75% of the appraised value over terms up to two years.
Development loans generally involve a greater degree of risk than residential mortgage loans because (1) the funds are
advanced upon the security of the land which has a materially lower value prior to completion of the infrastructure
required of a subdivision, (2) the cash flow available for debt repayment is a function of the sale of the individual lots,
and (3) the amount of interest required to service the debt is a function of the time required to complete the
development and sell the lots.

Commercial Business Loans. As of December 31, 2016, the Bank had commercial business loans totaling $75.4
million or 14% of the Bank's total loan portfolio. Commercial business loans are generally secured by business assets,
such as accounts receivable, equipment and inventory. Unlike residential mortgage loans, which generally are made
on the basis of the borrower's ability to make repayment from his or her employment and other income and which are
secured by real property whose value tends to be more easily ascertainable, commercial business loans are of higher
risk and typically are made on the basis of the borrower's ability to make repayment from the cash flow of the
borrower's business. As a result, the availability of funds for the repayment of commercial business loans may be
substantially dependent on the success of the business itself. Further, the collateral securing the loans may depreciate
over time, may be difficult to appraise and may fluctuate in value based on the success of the business. The Bank
expects to continue to expand its commercial business lending as opportunities present themselves.

One- to Four-Family Mortgage Loans. The Bank offers fixed- and adjustable-rate (“ARM”) first mortgage loans
secured by one- to four-family residences in the Bank's primary lending area. Typically, such residences are single
family homes that serve as the primary residence of the owner. However, there are a number of loans originated by the
Bank which are secured by non-owner occupied properties. Loan originations are generally obtained from existing or
past customers, members of the local community, attorney referrals, established builders and realtors within our
Market Area. Originated mortgage loans in the Bank's portfolio include due-on-sale clauses which provide the Bank
with the contractual right to deem the loan immediately due and payable in the event that the borrower transfers
ownership of the property without the Bank's consent.

As of December 31, 2016, $108.6 million or 20% of the Bank’s total loan portfolio consisted of one- to four-family
residential loans. The Bank currently offers ARM and balloon loans that have fixed interest rate periods of one to
seven years. Generally, ARM loans provide for limits on the maximum interest rate adjustment ("caps") that can be
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made at the end of each applicable period and throughout the duration of the loan. ARM loans are originated for a
term of up to 30 years on owner-occupied properties and generally up to 25 years on non-owner occupied properties.
Typically, interest rate adjustments are calculated based on U.S. treasury securities adjusted to a constant maturity of
one year (CMT), plus a 2.50% to 2.75% margin. Interest rates charged on fixed-rate loans are competitively priced
based on market conditions and the cost of funds existing at the time the loan is committed. The Bank's fixed-rate
mortgage loans are made for terms of 15 to 30 years which are currently being sold on the secondary market.

Generally, ARM loans pose credit risks different from the risks inherent in fixed-rate loans, primarily because as
interest rates rise, the underlying payments of the borrower rise, thereby increasing the potential for default. At the
same time, the marketability of the underlying property may be adversely affected by higher interest rates. The Bank
does not originate ARM loans that provide for negative amortization.

The Bank generally originates both owner occupied and non-owner occupied one- to four-family residential mortgage
loans in amounts up to 80% of the appraised value or the selling price of the mortgaged property, whichever is lower.
The Bank on occasion may make loans up to 95% of appraised value or the selling price of the mortgage property,
whichever is lower. However, the Bank typically requires private mortgage insurance for the excess amount over 80%
for mortgage loans with loan to value percentages greater than 80%.

7
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Multi-Family Mortgage Loans. The Bank originates multi-family mortgage loans in its primary lending area. As of
December 31, 2016, $48.5 million or 9% of the Bank's total loan portfolio consisted of multi-family residential real
estate loans. With regard to multi-family mortgage loans, the Bank generally requires personal guarantees of the
principals as well as a security interest in the real estate. Multi-family mortgage loans are generally originated in
amounts of up to 80% of the appraised value of the property. A portion of the Bank’s multi-family mortgage loans
have been originated with adjustable rates of interest which are quoted at a spread to the FHLB advance rate for the
initial fixed rate period with subsequent adjustments based on the Wall Street prime rate. The loan-to-one-borrower
limitation, $22.7 million as of December 31, 2016, is the maximum the Bank will lend on a multi-family residential
real estate loan.

Loans secured by multi-family residential real estate generally involve a greater degree of credit risk than one- to
four-family residential mortgage loans and carry larger loan balances. This increased credit risk is a result of several
factors, including the concentration of principal in a limited number of loans and borrowers, the effects of general
economic conditions on income producing properties, and the increased difficulty of evaluating and monitoring these
types of loans. Furthermore, the repayment of loans secured by multi-family residential real estate is typically
dependent upon the successful operation of the related real estate property. If the cash flow from the project is
reduced, the borrower's ability to repay the loan may be impaired.

Construction Loans. As of December 31, 2016, construction loans totaled $41.0 million or 7% of the Bank's total
loan portfolio. Construction loans originated by the Bank are generally secured by permanent mortgage loans for the
construction of owner-occupied residential real estate or to finance speculative construction secured by residential real
estate or owner-operated commercial real estate. This portion of the Bank’s loan portfolio consists of speculative loans,
i.e., loans to builders who are speculating that they will be able to locate a purchaser for the underlying property prior
to or shortly after the time construction has been completed.

Construction loans are made to contractors who have sufficient financial strength and a proven track record, for the
purpose of resale, as well as on a "pre-sold" basis. Construction loans made for the purpose of resale generally provide
for interest only payments at floating rates and have terms of six months to fifteen months. Construction loans for
speculative purposes, models, and commercial properties typically have loan to value ratios of up to 80%. Loan
proceeds are disbursed in increments as construction progresses and as inspections warrant.

Construction lending by its nature entails significant additional risks as compared with one-to four-family mortgage
lending, attributable primarily to the fact that funds are advanced upon the security of the project under construction
prior to its completion. As a result, construction lending often involves the disbursement of substantial funds with
repayment dependent on the success of the ultimate project and the ability of the borrower or guarantor to repay the
loan. Because of these factors, the analysis of the prospective construction loan projects requires an expertise that is
different in significant respects from that which is required for residential mortgage lending. The Bank attempts to
address these risks through its underwriting and construction monitoring procedures.
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Consumer and Other Loans. The Bank also offers consumer loans, primarily consisting of loans secured by
certificates of deposit, automobiles, boats and home equity loans. As of December 31, 2016, the Bank has such loans
totaling $23.6 million or 4% of the Bank’s total loan portfolio. The Bank expects to continue to expand its consumer
lending as opportunities present themselves.

Director and Insider loans. Management believes that loans to Directors and Officers are prudent and within the
normal course of business. These loans reflect normal credit terms and represent no more collection risk than any
other loan in the portfolio.

Delinquencies, Non-Performing and Problem Assets.

Delinquent Loans. As of December 31, 2016, the Bank has ten loans 90 days or more past due with a principal
balance of $733,562 and two loans between 30 and 89 days past due with an aggregate principal balance of $862,718.
The Bank generally does not accrue interest on loans past due more than 90 days.

8
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The following table sets forth the Bank's loans that were accounted for on a non-accrual basis or 90 days or more
delinquent at the dates indicated. 

Delinquency Summary As of
December 31,
2016 2015 2014 2013 2012
(Dollars in Thousands)

Loans accounted for on a non-accrual basis or
contractually past due 90 days or more
Mortgage Loans:
One to four family $2,060 $2,272 $911 $816 $2,281
Multi-family - - - - -
Construction 5,447 8,080 2,893 4,530 6,274
Commercial real estate 162 1,241 460 3,663 3,664

7,669 11,593 4,264 9,009 12,219
Non-mortgage loans:
Commercial loans 925 2,149 1,027 6,776 2,793
Consumer and other loans 38 13 - 63 319

963 2,162 1,027 6,839 3,112
Total non-accrual loans 8,632 13,755 5,291 15,848 15,331
Accruing loans which are contractually past maturity or
past due 90 days or more:
Mortgage Loans:
One to four family - - - - -
Multi-family - - - - -
Construction - - - - -
Commercial real estate - - - - -

- - - - -
Non-mortgage loans:
Commercial loans - - - - -
Consumer and other loans - - - - -

- - - - -
Total past maturity or past due accruing loans - - - - -
Total accounted for on a non-accrual basis or contractually
past maturity or 90 days or more past due $8,632 $13,755 $5,291 $15,848 $15,331

Total accounted for on a non-accrual basis or contractually
past maturity or 90 days or more past due as a percentage of
net loans

1.60 % 2.79 % 1.08 % 3.41 % 3.27 %

Total accounted for on a non-accrual basis or contractually
past maturity or 90 days or more past due as a percentage of
total assets

1.25 % 2.11 % 0.84 % 2.56 % 2.32 %

Non-Performing Assets. Loans are reviewed on a regular basis and are placed on non-accrual status when, in the
opinion of management, the collection of all interest at contractual rates becomes doubtful. As part of such review,
mortgage loans are placed on non-accrual status generally when either principal or interest is more than 90 days past
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due, or when other circumstances indicate the collection of principal or interest is in doubt. Interest accrued and
unpaid at the time a loan is placed on non-accrual status is charged against interest income.

Real estate acquired by the Bank as a result of foreclosure or by deed in lieu of foreclosure is deemed a foreclosed
asset held for sale until such time as it is sold. When a foreclosed asset held for sale is acquired it is recorded at its
estimated fair value, less estimated selling expenses. Valuations of such foreclosed assets are periodically performed
by management, and any subsequent decline in estimated fair value is charged to operations.

9
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The following table shows the principal amount of non-performing assets (i.e. loans that are not performing under
regulatory guidelines) and all foreclosed assets, including assets acquired in settlement of loans and the resulting
impact on interest income for the periods then ended.  

Non-Performing Assets As of
December 31,
2016 2015 2014 2013 2012

Non-accrual loans: (Dollars in Thousands)
Mortgage loans:
One to four family $2,060 $2,272 $911 $816 $2,281
Multi-family - - - - -
Construction 5,447 8,080 2,893 4,530 6,274
Commercial real estate 162 1,241 460 3,663 3,664

7,669 11,593 4,264 9,009 12,219
Non-mortgage loans:
Commercial loans 925 2,149 1,027 6,776 2,793
Consumer and other loans 38 13 - 63 319

963 2,162 1,027 6,839 3,112
Total non-accrual loans 8,632 13,755 5,291 15,848 15,331
Real estate and other assets acquired in settlement of loans 2,682 2,392 3,165 3,822 4,530
Total non-performing assets $11,314 $16,147 $8,456 $19,670 $19,861

Total non-accrual loans as a percentage of net loans 1.60 % 2.79 % 1.08 % 3.41 % 3.27 %
Total non-performing assets as a percentage of total assets 1.64 % 2.47 % 1.35 % 3.17 % 3.01 %
Impact on interest income for the period:
Interest income that would have been recorded on
non-accruing loans $90 $573 $337 $572 $484

Problem Assets. Federal regulations require that the Bank review and classify its assets on a regular basis to determine
those assets considered to be of lesser quality. In addition, in connection with examinations of insured institutions,
bank examiners have authority to identify problem assets and, if appropriate, require them to be classified. There are
three classifications for problem assets: substandard, doubtful, and loss. "Substandard assets" must have one or more
defined weaknesses and are characterized by the distinct possibility that the insured institution will sustain some loss
if the deficiencies are not corrected. "Doubtful assets" have the weaknesses of substandard assets with the additional
characteristic that the weaknesses make collection or liquidation in full on the basis of currently existing facts,
conditions, and values highly questionable, and improbable. An asset classified "loss" is considered uncollectible and
of such little value that continuance as an asset of the institution is not warranted. The regulations have also created a
“special mention” category, described as assets which do not currently expose an insured institution to a sufficient
degree of risk to warrant classification but do possess credit deficiencies or potential weaknesses deserving
management's close attention. Federal regulations require the Bank to establish general allowances for loan losses
from assets classified as substandard or doubtful. If an asset or portion thereof is classified as loss, the insured
institution must either establish specific allowances for loan losses in the amount of 100% of the portion of the asset
classified loss or charge off such amount. A portion of general loss allowances established to cover possible losses
related to assets classified substandard or doubtful may be included in determining an institution's regulatory capital.

Edgar Filing: GUARANTY FEDERAL BANCSHARES INC - Form 10-K

18



For management purposes, the Bank also designates certain loans for additional attention. Such loans are called
“Special Mention” and have identified weaknesses, that if the situation deteriorates, the loans would merit a substandard
classification.

10
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The following table shows the aggregate amounts of the Bank's classified assets as of December 31, 2016.  

Special
Mention Substandard Doubtful Total

NumberAmount NumberAmount NumberAmount NumberAmount
(Dollars in Thousands)

Loans:
One to four family 2 $2,591 32 $3,453 - $ - 34 $6,044
Multi-family - - - - - - - -
Construction - - 5 5,447 - - 5 5,447
Commercial real estate 4 5,922 8 1,459 - - 12 7,381
Commercial 2 4,503 12 1,225 3 584 17 6,312
Consumer and Other - - 6 226 - - 6 226
Total loans 8 13,016 63 11,810 3 584 74 25,410
Foreclosed assets held-for-sale:
One to four family - - 4 1,078 - - 4 1,078
Land and other assets - - 6 1,604 - - 6 1,604
Total foreclosed assets - - 10 2,682 - - 10 2,682
Total 8 $13,016 73 $14,492 3 $ 584 84 $28,092

Allowance for Loan Losses and Provision for Loan Losses

The allowance for loan losses is established through a provision for loan losses based on management's evaluation of
the risk inherent in its loan portfolio and the general economy. Such evaluation, which includes a review of all loans
on which full collectability may not be reasonably assured, considers among other matters, the estimated fair value of
the underlying collateral, economic conditions, historical loan loss experience, and other factors that warrant
recognition in providing for an adequate loan loss allowance. In addition, various regulatory agencies, as an integral
part of their examination process, periodically review the Bank's allowance for loan losses and valuation of foreclosed
assets held for sale. Such agencies may require the Bank to recognize additions to the allowance based on their
judgments about information available to them at the time of their examination.

As of December 31, 2016, the Bank's total allowance for loan losses was $5.7 million or 1.06% of gross loans
outstanding (excluding mortgage loans held for sale), a decrease of $69,491 from December 31, 2015. The Bank
experienced loan charge offs in excess of recoveries as management charged off specific loans that had been
previously identified and classified as impaired. This allowance reflects not only management's determination to
maintain an allowance for loan losses consistent with regulatory expectations for non-performing or problem assets,
but also reflects the regional economy and the Bank's policy of evaluating the risks inherent in its loan portfolio.
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Management records a provision for loan losses to bring the total allowance for loan losses to a level considered
adequate based on the Bank’s internal analysis and methodology. During 2016, the Bank recorded a provision for loan
loss expense, as shown in the table below. Management anticipates the need to continue adding to the allowance
through charges to provision for loan losses as growth in the loan portfolio or other circumstances warrant.
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The following tables set forth certain information concerning the Bank's allowance for loan losses for the periods
indicated.

Allowance for Loan Losses Year ended
December 31,
2016 2015 2014 2013 2012
(Dollars in Thousands)

Beginning balance $5,812 $6,589 $7,802 $8,740 $10,613
Gross loan charge offs
Mortgage Loans:
One to four family (47 ) (99 ) (127 ) (139 ) (265 )
Multi-family - - - - -
Construction (1,222) (1,233) (411 ) (879 ) (1,335 )
Commercial real estate (69 ) - (9 ) (277 ) (985 )

(1,338) (1,332) (547 ) (1,295) (2,585 )
Non-mortgage loans:
Commercial loans (171 ) - (2,018) (1,268) (5,547 )
Consumer and other loans (190 ) (119 ) (150 ) (164 ) (73 )

(361 ) (119 ) (2,168) (1,432) (5,620 )
Total charge offs (1,699) (1,451) (2,715) (2,727) (8,205 )
Recoveries
Mortgage Loans:
One to four family 34 20 9 23 25
Multi-family - - - - -
Construction 91 10 5 50 28
Commercial real estate 32 - 99 - 94

157 30 113 73 147
Non-mortgage loans:
Commercial loans 8 4 65 110 198
Consumer and other loans 89 40 49 56 37

97 44 114 166 235
Total recoveries 254 74 227 239 382
Net loan charge-offs (1,445) (1,377) (2,488) (2,488) (7,823 )
Provision charged to expense 1,375 600 1,275 1,550 5,950
Ending balance $5,742 $5,812 $6,589 $7,802 $8,740

Net charge-offs as a percentage of average loans, net 0.28 % 0.27 % 0.53 % 0.53 % 1.68 %
Allowance for loan losses as a percentage of average loans,
net 1.12 % 1.16 % 1.41 % 1.67 % 1.88 %

Allowance for loan losses as a percentage of total
non-performing loans 67 % 42 % 125 % 49 % 57 %

12

Edgar Filing: GUARANTY FEDERAL BANCSHARES INC - Form 10-K

22



Allocation of Allowance for Loan Losses

The following table shows the amount of the allowance allocated to the mortgage and non-mortgage loan categories
and the respective percent of that loan category to total loans. 

As of
December 31,
2016 2015 2014 2013 2012
Amount % Amount % Amount % Amount % Amount %
(Dollars in thousands)

Mortgage Loans $4,126 72 % $3,770 65 % $4,349 66 % $5,652 72 % $6,642 76 %
Non-Mortgage Loans 1,616 28 % 2,042 35 % 2,240 34 % 2,150 28 % 2,098 24 %
Total $5,742 100% $5,812 100% $6,589 100% $7,802 100% $8,740 100%

Investment Activities

The investment policy of the Company, which is established by the Company’s Board of Directors and reviewed by the
Asset/Liability Committee of the Company’s Board of Directors, is designed primarily to provide and maintain
liquidity, to generate a favorable return on investments, to help mitigate interest rate and credit risk, and to
complement the Bank's lending activities. The policy currently provides for held-to-maturity and available-for-sale
investment security portfolios. The Company does not currently engage in trading investment securities and does not
anticipate doing so in the future. As of December 31, 2016, the Company has investment securities with an amortized
cost of $94.5 million and an estimated fair value of $92.4 million. See Note 1 of the “Notes to Consolidated Financial
Statements” for description of the accounting policy for investments. Based on the carrying value of these securities,
$92.4 million, or 99.9%, of the Company’s investment securities portfolio are available-for-sale.

From time to time, the Company will sell a security to change its interest rate risk profile or restructure the portfolio
and its cash flows. In 2016, the Company sold $76.5 million in securities and recognized $192,537 of gains.

The Company has the authority to invest in various types of liquid assets, including United States Treasury
obligations, securities of various federal agencies, corporate securities, trust preferred securities, certain certificates of
deposit of insured banks and savings institutions, certain bankers' acceptances, repurchase agreements, and sale of
federal funds.
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Composition of Investment Securities Portfolio

The following tables set forth the amortized cost and approximate fair market values of the available-for-sale
securities and held-to-maturity securities. 

Amortized

Cost

Gross

Unrealized

Gains

Gross

Unrealized

(Losses)

Approximate

Fair Value

As of December 31, 2016
AVAILABLE-FOR-SALE SECURITIES:
Debt Securities:
Corporates $7,003,986 $ 54,050 $(4,514 ) $7,053,522
Municipals 39,357,506 65,673 (1,085,654) 38,337,525
Government sponsored mortgage-backed securities and SBA
loan pools 48,115,793 19,432 (1,127,037) 47,008,188

HELD-TO-MATURITY SECURITIES:
Government sponsored mortgage-backed securities 27,528 625 - 28,153

$94,504,813 $ 139,780 $(2,217,205) $92,427,388

Amortized

Cost

Gross

Unrealized

Gains

Gross

Unrealized

(Losses)

Approximate

Fair Value

As of December 31, 2015
AVAILABLE-FOR-SALE SECURITIES:
Equity Securities $102,212 $ 10,081 $(12,776 ) $99,517
Debt Securities:
U. S. government agencies 8,533,885 - (137,101 ) 8,396,784
Corporates 3,965,719 - (152,019 ) 3,813,700
Municipals 31,132,635 302,335 (85,808 ) 31,349,162
Government sponsored mortgage-backed securities and SBA
loan pools 54,643,681 13,764 (1,024,121) 53,633,324

HELD-TO-MATURITY SECURITIES:
Government sponsored mortgage-backed securities 43,099 836 - 43,935

$98,421,231 $ 327,016 $(1,411,825) $97,336,422
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Amortized

Cost

Gross

Unrealized

Gains

Gross

Unrealized

(Losses)

Approximate

Fair Value

As of December 31, 2014
AVAILABLE-FOR-SALE SECURITIES:
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
Government sponsored mortgage-backed securities and SBA
loan pools 61,075,181 235,977 (794,859 ) 60,516,299

HELD-TO-MATURITY SECURITIES:
Government sponsored mortgage-backed securities 60,993 1,626 - 62,619

$87,240,757 $ 439,471 $(1,149,624) $86,530,604

The following tables set forth certain information regarding the weighted average yields and maturities of the Bank's
investment securities portfolio as of December 31, 2016. 

Investment Portfolio Maturities and Average Weighted Yields
Amortized

Cost

Weighted

Average

Yield

Approximate

Fair

Value
Due in one to five years 1,297,373 1.43 % 1,299,297
Due in five to ten years 11,327,059 2.50 % 11,187,770
Due after ten years 33,737,060 3.66 % 32,903,980
Government sponsored mortgage-backed securities and SBA loan pools not
due on a single maturity date 48,143,321 2.74 % 47,036,341

$94,504,813 2.95 % $92,427,388

After One

Through
Five

Years

After Five

Through
Ten

Years

After Ten

Years

Securities

Not Due on
a

Single

Total
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Maturity
Date

As of December 31, 2016
Debt Securities:
Corporates $- $2,997,422 $4,056,100 $- $7,053,522
Municipals 1,299,297 8,190,348 28,847,880 - 38,337,525
Government sponsored mortgage-backed
securities and SBA loan pools - - - 47,036,341 47,036,341

$1,299,297 $11,187,770
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