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This 10-Q/A is being filed to amend the 10-Q that was originally filed on May 12, 2004.  The purpose of this
amendment is to correct the table found in Part II, item 2., entitled Issuer Purchase of Equity Securities.  The table in
the 10-Q filed on May 12, 2004, was incomplete.

PART I
Item 1. Financial Statements

GUARANTY FEDERAL BANCSHARES, INC.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

MARCH 31, 2004 (UNAUDITED) AND DECEMBER 31, 2003

ASSETS 3/31/04 12/31/03

Cash $ 12,374,127 20,686,276
Interest-bearing deposits in other financial institutions 646,778 1,970,518

Cash and cash equivalents 13,020,905 22,656,794
Available-for-sale securities 14,831,567 14,863,826
Held-to-maturity securities 1,737,868 1,867,594
Stock in Federal Home Loan Bank, at cost 5,511,200 5,294,200
Mortgage loans held for sale 2,998,576 1,268,064
Loans receivable, net of allowance for loan losses of
March 31, 2004 - $4,074,694 - December 31, 2003 - $3,886,137 348,321,713 330,861,875
Accrued interest receivable:
     Loans 1,282,432 1,242,683
     Investments 64,928 63,045
Prepaid expenses and other assets 2,161,888 2,057,195
Foreclosed assets held for sale 172,196 5,975
Premises and equipment 6,444,987 6,576,003

$ 396,548,260 386,757,254

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Deposits $ 244,108,903 237,130,744
Federal Home Loan Bank advances 110,381,667 108,836,948
Securities sold under agreements to repurchase 754,430 738,399
Advances from borrowers for taxes and insurance 574,665 259,267
Accrued expenses and other liabilities 286,420 308,497
Accrued interest payable 329,654 200,770
Dividend payable 433,375 432,513
Income taxes payable 537,570 227,495
Deferred income taxes 575,642 644,500

357,982,326 348,779,133

STOCKHOLDERS' EQUITY
Common Stock:
$0.10 par value; authorized 10,000,000 shares;
issued; March 31, 2004 - 6,451,112 shares;
December 31, 2003 - 6,428,902 shares 645,111 642,890
Additional paid-in capital 51,644,430 51,330,202
Unearned ESOP shares (1,971,930) (2,030,930)
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Retained earnings, substantially restricted 30,455,002 29,919,695
Accumulated other comprehensive income
Unrealized appreciation on available-for-sale securities,
net of income taxes; March 31, 2004 - $1,553,003;
December 31, 2003 - $1,565,830 2,644,303 2,666,143

83,416,916 82,528,000
Treasury stock, at cost; March 31, 2004 - 3,452,215 shares;
December 31, 2003 - 3,436,650 shares (44,850,982) (44,549,879)

38,565,934 37,978,121

$ 396,548,260 386,757,254

GUARANTY FEDERAL BANCSHARES, INC.
CONSOLIDATED STATEMENTS OF INCOME

THREE MONTHS ENDED MARCH 31, 2004 AND 2003 (UNAUDITED)

3/31/2004 3/31/2003

INTEREST INCOME
Loans $ 4,719,147 5,108,855
Investment securities 68,182 102,326
Other 53,788 93,296

4,841,117 5,304,477

INTEREST EXPENSE
Deposits 1,153,832 1,390,112
Federal Home Loan Bank advances 895,578 1,387,149
Other 888 1,237

2,050,298 2,778,498

NET INTEREST INCOME 2,790,819 2,525,979
PROVISION FOR LOAN LOSSES 188,830 255,000

NET INTEREST INCOME AFTER
PROVISION FOR LOAN LOSSES 2,601,989 2,270,979

NONINTEREST INCOME
Service charges 440,595 426,329
Late charges and other fees 73,630 219,365
Gain on sale of investment securities 177,957 -
Gain on sale of loans 121,612 403,633
Income (loss) on foreclosed assets (5,987) (2,737)
Other income 42,456 45,916

850,263 1,092,506
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NONINTEREST EXPENSE
Salaries and employee benefits 1,126,595 1,176,074
Occupancy 278,881 330,105
SAIF deposit insurance premiums 8,933 9,352
Data processing 117,948 107,696
Advertising 78,558 57,360
Other expense 432,081 370,391

2,042,996 2,050,978

INCOME BEFORE INCOME TAXES 1,409,256 1,312,507
PROVISION FOR INCOME TAXES 439,880 427,824

NET INCOME $ 969,376 884,683

BASIC EARNINGS PER SHARE $ 0.35 0.32

DILUTED EARNINGS PER SHARE $ 0.33 0.31

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

THREE MONTHS ENDED MARCH 31, 2004 (UNAUDITED)

Common
Stock

Additional
Paid-In
Capital

Unearned
ESOP
Shares

Treasury
Stock

Retained
Earnings

Accumulated
Other

Comprehensive
Income Total

Balance, January 1,
2004 $ 642,890 51,330,202 (2,030,930) (44,549,879) 29,919,695 2,666,143 37,978,121

Comprehensive income
Net income - - - - 969,376 - 969,376
Change in unrealized
appreciation
on available-for-sale
securitites, net
of income taxes of
($12,827) - - - - - (21,840) (21,840)

Total comprehensive
income 947,536

Dividends ($0.155 per
share) - - - - (434,069) - (434,069)
Stock award plans - 24,707 - - - - 24,707
Stock options exercised 2,221 232,482 - - - - 234,703
Release of ESOP shares - 57,039 59,000 - - - 116,039
Treasury stock
purchased - - - (301,103) - - (301,103)

Balance, March 31,
2004 $ 645,111 51,644,430 (1,971,930) (44,850,982) 30,455,002 2,644,303 38,565,934

GUARANTY FEDERAL BANCSHARES, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

THREE MONTHS ENDED MARCH 31, 2003 (UNAUDITED)
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Common
Stock

Additional
Paid-In
Capital

Unearned
ESOP
Shares

Treasury
Stock

Retained
Earnings

Accumulated
Other

Comprehensive
Income Total

Balance, January 1,
2003 $ 638,003 50,195,997 (2,281,070) (43,193,917) 28,299,337 2,609,285 36,267,635

Net income - - - - 884,683 - 884,683
Change in unrealized
appreciation
on available-for-sale
securities, net
of income taxes of
($239,674) - - - - - (408,094) (408,094)

Total comprehensive
income 476,589
Dividends on common
stock,
($0.15 per share) - - - - (418,628) - (418,628)
Stock award plans - 92,702 - - - - 92,702
Stock options exercised 3,602 431,761 - - - - 435,363
Release of ESOP shares - 33,019 61,140 - - - 94,159
Treasury stock
purchased - - - (781,465) - - (781,465)

Balance, March 31,
2003 $ 641,605 50,753,479 (2,219,930) (43,975,382) 28,765,392 2,201,191 36,166,355

See Notes to Condensed Consolidated Financial Statements
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GUARANTY FEDERAL BANCSHARES, INC
CONSOLIDATED STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 31, 2004 AND 2003 (UNAUDITED)
3/31/2004 3/31/2003

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 969,376 884,683
Items not requiring (providing) cash:
Deferred income taxes (56,031) (135,207)
Depreciation 150,875 192,762
Provision for loan losses 188,830 255,000
Gain on loans and investment securities (299,569) (403,633)
(Gain) loss on sale of foreclosed assets - 2,390
Amortization of deferred income, premiums and discounts 28,695 21,450
Stock award plan expense 15,476 87,597
Origination of loans held for sale (6,339,694) (19,529,560)
Proceeds from sale of loans held for sale 4,730,794 17,090,646
Release of ESOP shares 116,039 94,159
Changes in:
Accrued interest receivable (41,632) (37,319)
Prepaid expenses and other assets (104,693) 28,261
Accounts payable and accrued expenses 106,807 206,682
Income taxes payable 319,182 53,031

Net cash used in operating activities (215,545) (1,189,058)

CASH FLOWS FROM INVESTING ACTIVITIES
Net increase in loans (17,851,839) (66,004)
Principal payments on available-for-sale securities - -
Principal payments on held-to-maturity securities 128,939 340,736
Proceeds from maturities of available-for-sale securities 1,500,000 2,000,000
Purchase of premises and equipment (19,859) (9,112)
Purchase of available-for-sale securities (1,496,303) (1,492,311)
Proceeds from sale of available-for-sale securities 180,894 -
Purchase of FHLB stock (217,000) -
Proceeds from sale of foreclosed assets - 14,528

Net cash provided by (used in) investing activities (17,775,168) 787,837

CASH FLOWS FROM FINANCING ACTIVITIES
Stock options exercised 234,703 435,363
Cash dividends paid (433,207) (420,819)
Cash dividends received on RRP stock 124 547
Net increase (decrease) in demand deposits, -
NOW accounts and savings accounts (3,563,638) 2,693,310
Net increase (decrease) in certificates of deposit and securities
sold -
under agreements to repurchase 10,557,828 (2,291,456)
Proceeds from FHLB advances 70,000,000 39,500,000
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Repayments of FHLB advances (68,455,281) (39,085,825)
Advances from borrowers for taxes and insurance 315,398 331,105
Treasury stock purchased (301,103) (781,465)

Net cash provided by financing activities 8,354,824 380,760

DECREASE IN CASH AND CASH EQUIVALENTS (9,635,889) (20,461)
CASH AND CASH EQUIVALENTS, BEGINNING OF
PERIOD 22,656,794 13,210,836

CASH AND CASH EQUIVALENTS, END OF PERIOD $ 13,020,905 13,190,375

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1: Basis of Presentation

The accompanying unaudited interim 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 10-01 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.

The results of operations for the period are not necessarily indicative of the results to be expected for the full year.

These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto
included in the Company�s Form 10-K annual report for 2003 filed with the Securities and Exchange Commission. The condensed consolidated
statement of financial condition of the Company as of December 31, 2003, 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 consolidated financial statements include the accounts of Guaranty Federal Bancshares, Inc. (the �Company�), its wholly
owned subsidiary, Guaranty Bank (the �Bank�) and the wholly-owned subsidiary of the Bank, Guaranty Financial Services of Springfield, Inc. All
significant intercompany transactions and balances have been eliminated in consolidation.
Note 3: Benefit Plans

The Company has established four stock award plans for the benefit of certain directors, officers and employees of the Bank and its subsidiary.
The plans provide a proprietary interest in the Company in a manner designed to encourage these individuals to remain with the Bank. A
Committee of the Bank�s Board of Directors administers the plans. The Company accounts for the cost of share purchases under the plans as a
reduction of stockholders' equity. The awards vest at the rate of 20% per year over a five-year period. Compensation expense is recognized
based on the Company�s stock price on the date the shares are awarded to employees.

On October 18, 1995, the Company�s stockholders voted to approve both a Recognition and Retention Plan (�RRP�) and a Stock Option Plan
(�SOP�). On July 22, 1998, the Company�s stockholders voted to approve both a 1998 Restricted Stock Plan (�RSP�) and a 1998 Stock Option Plan
(�1998 SOP�). The RRP and RSP authorized shares to be issued to directors, officers and employees of the Bank. On February 17, 2000, the
directors of the Company established the 2000 Stock Compensation Plan (the �2000 SCP�) with both a stock award component and a stock option
component. On March 22, 2001, the directors of the Company established the 2001 Stock Compensation Plan (the �2001 SCP�) with both a stock
award component and a stock option component. In September of 2003 and March of 2004, the directors of the Company authorized the
issuance of 5,000 and 25,000 stock options, respectively, as an employment inducement to new officers of the Bank pursuant to stock option
agreements. Stock options awarded under these agreements are considered non-qualified for federal income tax purposes. As of March 31, 2004,
all of the RRP, RSP, 2000 SCP and 2001 SCP shares have been purchased and awarded. As of March 31, 2004 there are 10,766 shares that are
not vested. The Company is amortizing the RRP, RSP and SCP expense over each participant�s vesting period. The Company recognized
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$15,476 and $87,597 of expense under these stock award plans for the three month periods ended March 31, 2004 and 2003, respectively. The
SOP, 1998 SOP and the 2000 SCP authorized stock options on shares to be issued to officers and employees of the Bank. As of March 31, 2004
all options except those on 17,063 shares have been granted. The RRP, RSP, SOP, 1998 SOP and 2000 SCP vest over a five year period. As of
March 31, 2004, there were 416,712 unexercised options that have been granted at prices ranging from $5.83 to $19.62 per share and 292,818 of
these options are exercisable.

The Company accounts for its stock option plan under the recognition and measurement principles of APB Opinion No. 25, �Accounting for
Stock Issued to Employees�, and related Interpretations. No stock-based employee compensation cost is reflected in net income, as all options
granted under those plans had an exercise price equal to the market value of the underlying common stock on the grant date. The following table
illustrates the effect on net income and earnings per share if the Company had applied the fair value provisions of FASB Statement No. 123,
�Accounting for Stock-Based Compensation�, to stock-based employee compensation.

Three Months ended March 31,

2004 2003

Net income, as reported $ 969,376 884,683
Less: Total stock-based employee compensation
cost determined under the fair value-based
method, net of income taxes (8,725) (43,270)

Pro forma net income $ 960,651 841,413

Earnings per share:
Basic - as reported $ 0.35 0.32

Basic - pro forma $ 0.34 0.30

Diluted - as reported $ 0.33 0.31

Diluted - pro forma $ 0.33 0.29

Note 4: Earnings Per Share
For three months ended March 31, 2004

Income Available to
Stockholders

Average Shares
Outstanding Per-share

Basic Earnings per Share $ 969,376 2,796,263 $ 0.35

Effect of Dilutive Securities: Stock Options 119,914

Diluted Earnings per Share $ 969,376 2,916,177 $ 0.33

For three months ended March 31, 2003 
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Income
Available to

Stockholders 

Average
Shares

Outstanding Per-share

Basic Earnings per Share $ 884,683 2,800,235 $ 0.32

Effect of Dilutive Securities: Stock Options 55,784

Diluted Earnings per Share $ 884,683 2,856,019 $ 0.31

Note 5: Other Comprehensive Income

3/31/2004 3/31/2003

Unrealized gains (losses) on $ (34,667) (647,768)
available-for-sale securities
Tax expense (benefit) (12,827) (239,674)

OTHER COMPREHENSIVE INCOME (LOSS) $ (21,840) (408,094)

Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

General

The primary function of the Company has been to monitor its investment in the Bank. As a result, the results of operations of the Company are
derived primarily from operations of the Bank. 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 income is also
affected by the level of its noninterest expenses, such as employee salaries and benefits, occupancy expenses and other expenses. The following
discussion reviews the Company�s financial condition at March 31, 2004, and the results of operations for the three months ended March 31,
2004 and 2003. In 2003 and in conjunction with the Bank�s conversion to a state-chartered trust company with banking powers, the Company
decided to change its fiscal year end from June 30 to a calendar year end of December 31. The Company reported a six-month transition period
ended December 31, 2003 in order to change to this new calendar year end.

The discussion set forth below, as well as other portions of this Form 10-Q, may contain forward-looking comments. Such comments are based
upon the information currently available to management of the Company and management�s perception thereof as of the date of the Form 10-Q.
When used in this Form 10-Q, words such as �anticipates,� �estimates,� �believes,� �expects,� and similar expressions are intended to identify
forward-looking statements but are not the exclusive means of identifying such statements. Such statements are subject to risks and
uncertainties. Actual results of the Company�s operations could materially differ from those forward-looking comments. The differences could be
caused by a number of factors or combination of factors including, but not limited to: changes in demand for banking services; changes in
portfolio composition; changes in management strategy; increased competition from both bank and non-bank companies; changes in the general
level of interest rates; and other factors set forth in reports and other documents filed by the Company with the Securities and Exchange
Commission from time to time.

Financial Condition

The Company�s total assets increased $9,791,006 (3%) from $386,757,254 as of December 31, 2003, to $396,548,260 as of March 31, 2004.

Interest-bearing deposits in other financial institutions decreased $1,323,740 (67%) from $1,970,518 as of December 31, 2003, to $646,778 as of
March 31, 2004, as funds from these deposits were used to fund new loans.
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Securities available-for-sale decreased $32,259 from $14,863,826 as of December 31, 2003, to $14,831,567 as of March 31, 2004. The Bank
continues to hold 77,000 shares of Federal Home Loan Mortgage Corporation (�FHLMC�) stock with an amortized cost of $75,399 in the
available-for-sale category. As of March 31, 2004, the gross unrealized gain on the FHLMC stock was $4,472,221, a decrease from $4,587,264
as of December 31, 2003.

Securities held-to-maturity decreased primarily due to principal repayments, by $129,726 (7%) from $1,867,594 as of December 31, 2003, to
$1,737,868 as of March 31, 2004.

Stock in Federal Home Loan Bank of Des Moines (�FHLB�) increased by $217,000 (4%), due to the purchase of stock necessary to meet FHLB
requirements.

Net loans receivable increased by $17,459,838 (5%) from $330,861,875 as of December 31, 2003, to $348,321,713 as of March 31, 2004.
During this period, the Bank�s commercial loans increased by $15,627,127 (16.2%) as a result of the Bank continuing to increase its emphasis on
commercial lending. The Bank plans to continue its emphasis on commercial lending. In addition, the Bank is selling conforming loans on single
family residences, while retaining the servicing rights. As a result, permanent mortgage loans secured by both owner and non-owner occupied
residential real estate decreased by $1,530,071 (1%), while residential loans sold decreased by $1,844,886. Loans held for sale increased
$1,730,512 (136%) to $2,998,576 at March 31, 2004, compared to $1,268,064 at December 31, 2003. The Bank continued to be active in
construction lending. Construction loans increased by $782,734 (2%) to $50,597,050 at March 31, 2004, compared to $49,814,316 at December
31, 2003. See discussion under �Quantitative and Qualitative Disclosure about Market Risk � Asset/Liability Management.�Loan growth is
anticipated to continue and represents a major part of the Bank�s planned asset growth.

Allowance for loan losses increased $188,557 (5%) from $3,886,137 as of December 31, 2003 to $4,074,694 as of March 31, 2004. The
allowance increased due to the provision for loan losses of $188,830 recorded during this period exceeding net loan charge-offs of $273 this
period. Management of the Company decided to increase the allowance for loan losses by this provision for loan losses charge primarily as a
result of the continued growth of the Bank�s loan portfolio, particularly its commercial loan portfolio. See discussion under�Results of Operations
� Comparison of Three Month Periods Ended March 31, 2004 and 2003 � Provision for Loan Losses.�The allowance for loan losses as of March
31, 2004 and December 31, 2003 was 1.20% and 1.03%, respectively, of average net loans outstanding. As of March 31, 2004, the allowance for
loan losses was 53.7% of impaired loans versus 54.3% as of December 31, 2003.

Premises and equipment decreased $131,016 (2%) from $6,576,003, as of December 31, 2003 to $6,444,987 as of March 31, 2004, primarily
due to the depreciation recognized on these assets.
Deposits increased $6,978,159 (3%) from $237,130,744 as of December 31, 2003, to $244,108,903 as of March 31, 2004. For the three months
ended March 31, 2004, checking and savings accounts decreased by $3,563,638 (3.0%) while certificates of deposits increased by $10,541,797
(8.7%). The increase in certificates of deposit was primarily due to an increase in brokered deposits of $13,468,381 (56.8%) during the period.
See also the discussion under �Quantitative and Qualitative Disclosure about Market Risk � Asset/Liability Management.�

FHLB advances increased by $1,544,719 (1%) from $108,836,948 as of December 31, 2003, to $110,381,667 as of March 31, 2004, due to new
advances exceeding repayments of advances.

Advances from borrowers for taxes and insurance increased $315,398 (122%) from $259,267 of December 31, 2003, to $574,665 as of March
31, 2004 due to the timing of payment of real estate taxes.
Stockholders� equity (including unrealized appreciation on securities available-for-sale, net of tax) increased $587,813 (2%) from $37,978,121 as
of December 31, 2003, to $38,565,934 as of March 31, 2004. This increase was due to several factors, the Company�s net incomeduring this
period was $969,376 which was partially offset by dividends in the amount of $434,069 ($0.155 per share) which were declared prior to March
31, 2004 and paid on April 14, 2004, to stockholders� of record as of March 30, 2004. In addition,the increase in stockholders� equity was further
offset as the Company repurchased 15,565 shares of treasury stock at an aggregate cost of $301,103 (an average cost of $19.34 per share). As of
March 31, 2004, 225,629 shares remain to be repurchased under the repurchase plan announced November 22, 2002. On a per share basis,
stockholders� equity increased from $13.62 as of December 31, 2003 to $13.77 as of March 31, 2004.

Average Balances, Interest and Average Yields

The Company�s profitability is primarily dependent upon net interest income, which represents the difference between interest and fees earned on
loans and debt and equity securities, and the cost of deposits and borrowings. Net interest income is dependent on the difference between the
average balances and rates earned on interest-earning assets and the average balances and rates paid on interest-bearing liabilities. Non-interest
income, non-interest expense, and income taxes also impact net income.

The following table sets forth certain information relating to the Company�s average consolidated statements of financial condition and reflects
the average yield on assets and average cost of liabilities for the periods indicated. Such yields and costs are derived by dividing income or
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expense annualized by the average balance of assets or liabilities, respectively, for the periods shown. Average balances were derived from
average daily balances. The average balance of loans includes loans on which the Company has discontinued accruing interest. The yields and
costs include fees which are considered adjustments to yields. All dollar amounts are in thousands.

Three Months ended 3/31/2004 Three Months ended 3/31/2003

Average Balance Interest Yield / Cost Average Balance Interest Yield / Cost

ASSETS
Interest-earning:
Loans $ 339,346 4,719 5.56% $ 329,368 5,109 6.20%
Investment securities 10,267 68 2.65% 10,580 102 3.86%
Other assets 14,785 54 1.46% 21,830 93 1.72%

Total interest-earning 364,398 4,841 5.31% 361,778 5,304 5.87%

Noninterest-earning 20,170 13,555

$ 384,568 $ 375,333

LIABILITIES AND STOCKHOLDERS� EQUITY
Interest-bearing:
Savings accounts $ 16,979 34 0.80% $ 17,235 45 1.04%
Transaction accounts 74,660 163 0.87% 67,831 178 1.05%
Certificates of deposit 124,269 956 3.08% 127,947 1,167 3.65%
FHLB Advances 108,769 896 3.30% 107,030 1,387 5.18%
Other Borrowed Funds - - - 731 1 0.55%

Other borrowed funds 784 1 0.51% 731 1 0.55%

Total interest-bearing 325,461 2,050 2.52% 321,505 2,779 3.46%

Noninterest-bearing 20,660 17,727

Total liabilities 346,121 339,232
Stockholders� equity 38,447 36,101

$ 384,568 $ 375,333

Net earning balance $ 38,937 $ 41,004

Earning yield less costing rate 2.79% 2.40%

Net interest income, and net yield spread
on interest earning assets $ 2,791 3.06% $ 2,526 2.79%

Ratio of interest-earning assets to
interest-bearing liabilities 112% 113%

Edgar Filing: GUARANTY FEDERAL BANCSHARES INC - Form 10-Q/A

13



Results of Operations - Comparison of Three Month Periods Ended March 31, 2004 and 2003

Net income for the three months ended March 31, 2004 was $969,376 ($0.35 per share) as compared to $884,683, ($0.32 per share) for the three
months ended March 31, 2003, which represents an increase in earnings of $84,693 (10%) for the three month period ended March 31, 2004,
compared to the same period in 2003.

Interest Income

Total interest income for the three months ended March 31, 2004, decreased $463,360 (9%) as compared to the three months ended March 31,
2003. For the three month period ended March 31, 2004 compared to the same period in 2003, the average yield on interest earning assets
decreased 56 basis points to 5.31%, while the average balance of interest earnings assets increased approximately $2,620,000.

Interest Expense

Total interest expense for the three months ended March 31, 2004, decreased $728,200 (26%) when compared to the three months ended March
31, 2003. For the three month period ended March 31, 2004, the average cost of interest bearing liabilities decreased 94 basis points to 2.52%,
while the average balance of interest bearing liabilities, however, increased approximately $4,687,000 when compared to the same period in
2003.

Net Interest Income

Net interest income for the three months ended March 31, 2004, increased $264,840 (10%) when compared to the same period in 2003. The
average balance of interest bearing liabilities increased by approximately $2,067,000 more than the average balance in interest earning assets
increased when comparing the three month period ended March 31, 2004 to the same period in 2003. However, for the three month period ended
March 31, 2004, the earning yield minus the costing rate spread increased 39 basis points to 2.79% compared to the same period in 2003.

Provision for Loan Losses

Based primarily on the continued growth of the commercial loan portfolio, management decided to increase the allowance for loan losses
through a provision for loan loss of $188,830 for the three months ended March 31, 2004, and of $255,000 for the same period in 2003. The
Bank will continue to monitor its allowance for loan losses and make future additions based on economic and regulatory conditions.
Management of the Company anticipates the need to continue increasing the allowance for loan losses through charges to the provision for loan
losses as anticipated growth in the Bank�s loan portfolio increases or other circumstances warrant. Although the Bank maintains its allowance for
loan losses at a level which it considers to be sufficient to provide for potential loan losses in its existing loan portfolio, there can be no
assurance that future loan losses will not exceed internal estimates. In addition, the amount of the allowance for loan losses is subject to review
by regulatory agencies which can order the establishment of additional loan loss provisions.

Noninterest Income

Noninterest income decreased $242,243 (22%) for the three months ended March 31, 2004, when compared to the three months ended March
31, 2003. The primary reason for this decrease was a decrease in the Bank�s mortgage banking activities. During the quarter ended March 31,
2004, profit from the sale of mortgage loans decreased by $282,021 (70%), from $403,633 for the three months ended March 31, 2003, to
$121,612 for the three months ended March 31, 2004, which was a result of a decrease in mortgage refinance activity due to an increase in
interest rates. In addition, late charges and other fees decreased by $145,735 (66%), from $219,365 during the three months ended March 31,
2003, to $73,630 during the three months ended March 31, 2004. During the three month ended March 31, 2003, the Bank collected prepayment
penalties of $313,272 on loan payoffs, compared to $34,879 collected during the same period in 2004. These decreases were partially offset by
profit realized by the Bank on the sale of securities. During the three months ended March 31, 2004, the Bank sold 3,000 shares of FHLMC
stock resulting in a profit of $177,957. There were no profits realized on the sale of securities during the same period in 2003.

Noninterest Expense

Noninterest expense decreased $7,982 for the three months ended March 31, 2004, when compared to the three months ended March 31, 2003.
This small decrease is attributed to the Company�s emphasis on controlling expenses. There was no significant change in any individual expense
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category.

Provision for Income Taxes
The provision for income taxes increased $12,056 (3%) for the three months ended March 31, 2004, as compared to the same period in 2003.
This increase was due to the increase in before tax income for the three months ended March 31, 2004, compared to the same period in 2003.
Nonperforming Assets

The allowance for loan losses is calculated based upon an evaluation of pertinent factors underlying the various types and quality of the Bank�s
existing loan portfolio. When making such evaluation, management considers such factors as the repayment status of its loans, the estimated net
realizable value of the underlying collateral, borrowers� intent (to the extent known by the Bank) and ability to repay the loan, local economic
conditions and the Bank�s historical loss ratios. The Bank�s allowance for loan losses as of March 31, 2004, was $4,074,694 or 1.2% of average
net loans receivable. Total assets classified as substandard, doubtful or loss as of March 31, 2004, were $8,607,503 or 2.2% of total assets. In
connection with a normal regulatory examination by the Federal Deposit Insurance Corporation in February 2004, the Bank identified and
reclassified a group of approximately 150 loans secured by single family residences, totaling approximately $9.0 million, because it was deemed
that the loan files relating to these loans did not contain sufficient information to effectively evaluate the credits. As of March 31, 2004,
$6,131,296 of the assets classified as substandard were attributed to this group of loans. Management has considered nonperforming and total
classified assets in evaluating the adequacy of the Bank�s allowance for loan losses.

The ratio of nonperforming assets to total assets is another useful tool in evaluating exposure to credit risk. Nonperforming assets of the Bank
include nonperforming loans (nonaccruing loans) and assets which have been acquired as a result of foreclosure or deed-in-lieu of foreclosure.
All dollar amounts are in thousands.

3/31/2004 12/31/2003 12/31/2002

Nonperforming loans $ 837 743 396
Real estate acquired in settlement of loans 172 6 8

Total nonperforming assets $ 1,009 749 404

Total nonperforming assets as a percentage of total assets 0.25% 0.19% 0.11%
Allowance for loan losses $ 4,075 3,886 2,640
Allowance for loan losses as a percentage of average net loans 1.20% 1.17% 0.82%

Liquidity and Capital Resources

The Bank�s primary sources of funds are deposits, principal and interest payments on loans and mortgage-backed securities, proceeds from
maturing investment securities and extensions of credit from FHLB. While scheduled loan and security repayments and the maturity of
short-term investments are somewhat predictable sources of funding, deposit flows are influenced by many factors, which make their cash flows
difficult to anticipate.
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