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If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box.  ☐

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering.  ☐

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  ☐

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.  ☐

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 under the Exchange Act. (check one)

Large accelerated filer  ☐ Accelerated filer  ☐ Non-accelerated filer  ☒ Smaller reporting
company  ☐

CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities

to be Registered
Proposed Maximum

Aggregate Offering Price (1)
Amount of

Registration Fee
  Common Stock, $1.00 par value per share $64,400,000 $7,463.96

(1) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(o) under the Securities Act
of 1933. Includes shares of common stock that the underwriters have the option to purchase pursuant to their
over-allotment option.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file an amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or
until this Registration Statement shall become effective on such date as the Securities and Exchange
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. We may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell nor does it seek an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

Subject to completion, dated April 6, 2017

PRELIMINARY PROSPECTUS

[            ] Shares

Guaranty Bancshares, Inc.

Common Stock

This prospectus relates to the initial public offering of Guaranty Bancshares, Inc.�s common stock. We are offering
[            ] shares of our common stock.

Since 2005, there has been no established public market for our common stock. We currently estimate that the public
offering price of our common stock will be between $[        ] and $[        ] per share. We have applied to list our
common stock on the NASDAQ Global Select Market under the symbol �GNTY.�

Investing in our common stock involves a high degree of risk. See �Risk Factors� beginning on page 20.

We are an �emerging growth company� as defined in the Jumpstart Our Business Startups Act of 2012, and are
subject to reduced public company reporting requirements. See �Implications of Being an Emerging Growth
Company.�

Per share Total
Initial public offering price  $  $
Underwriting discounts and commissions(1)  $  $
Proceeds to us, before expenses  $  $

(1) See �Underwriting� for additional information regarding the underwriting discounts and commissions and
certain expenses payable to the underwriters by us.

We have granted the underwriters an option for a period of 30 days following the date of this prospectus to purchase
up to an additional [            ] shares of our common stock from us on the same terms set forth above to cover
over-allotments, if any.
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Neither the Securities and Exchange Commission, nor any other state securities commission nor any other
regulatory authority has approved or disapproved of these securities or passed upon the adequacy or accuracy
of this prospectus. Any representation to the contrary is a criminal offense.

Our common stock is not a deposit or savings account. Our common stock is not insured by the Federal Deposit
Insurance Corporation or any other governmental agency or instrumentality.

Delivery of the shares is expected to occur on or about [                    ], 2017, subject to customary closing conditions.

Sandler O�Neill + Partners, L.P. Stephens Inc.

The date of this prospectus is [                    ], 2017
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About this Prospectus

You should rely only on the information contained in this prospectus and any free writing prospectus prepared by us
or on our behalf that we have referred you to. We and the underwriters have not authorized anyone to provide you
with additional or different information. If anyone provides you with additional, different or inconsistent information,
you should not rely on it. We and the underwriters take no responsibility for, and can provide no assurance as to the
reliability of, any other information that others may give you. This prospectus is an offer to sell only the shares offered
hereby, and only under circumstances and in jurisdictions where it is lawful to do so. We are not making an offer of
these securities in any state, country or other jurisdiction where the offer is not permitted. You should not assume that
the information in this prospectus or any free writing prospectus is accurate as of any date other than the date of the
applicable document regardless of its time of delivery or the time of any sales of our common stock. Our business,
financial condition, results of operations and cash flows may have changed since the date of the applicable document.

Market and Industry Data

This prospectus includes industry and trade association data, forecasts and information that we have prepared based,
in part, upon data, forecasts and information obtained from independent trade associations, industry publications and
surveys, government agencies and other information available to us, which information may be specific to particular
markets or geographic locations. Statements as to our market position are based on market data currently available to
us. Industry publications and surveys and forecasts generally state that the information contained therein has been
obtained from sources believed to be reliable. Although we believe these sources are reliable, we have not
independently verified the information. Some data is also based on our good faith estimates, which are derived from
management�s knowledge of the industry and independent sources. We believe our internal research is reliable, even
though such research has not been verified by any independent sources. While we are not aware of any misstatements
regarding our industry data presented herein, our estimates involve risks and uncertainties and are subject to change
based on various factors, including those discussed under the heading �Risk Factors� in this prospectus. Trademarks
used in this prospectus are the property of their respective owners, although for presentational convenience we may
not use the ® or the � symbols to identify such trademarks.

Implications of Being an Emerging Growth Company

As a company with less than $1.0 billion in gross revenue during our last fiscal year, we qualify as an �emerging
growth company� as defined in the Jumpstart Our Business Startups Act of 2012, or the JOBS Act. We will continue to
be an emerging growth company until the earliest to occur of: (1) the last day of the fiscal year following the fifth
anniversary of this offering; (2) the last day of the fiscal year in which we have more than $1.0 billion in annual gross
revenues; (3) the date on which we are deemed to be a �large accelerated filer� under the Securities Exchange Act of
1934, as amended, or the Exchange Act; or (4) the date on which we have, during the previous three-year period,
issued more than $1.0 billion in non-convertible debt securities. Until we cease to be an emerging growth company,
we may take advantage of specified reduced reporting and other regulatory requirements generally unavailable to
other public companies. Those provisions allow us: to present only two years of audited financial statements in this
prospectus and discuss only our results of operations for two years under the heading �Management�s Discussion and
Analysis of Financial Condition and Results of Operations;� to provide less than five years of selected financial data in
this prospectus relating to an initial public offering; not to provide an auditor attestation of our internal control over
financial reporting; to choose not to comply with any new requirements adopted by the Public Company Accounting
Oversight Board, or the PCAOB, requiring mandatory audit firm rotation or a supplement to the auditor�s report
providing additional information about the audit and our audited financial statements; to provide reduced disclosure
regarding our executive compensation arrangements pursuant to the rules applicable to smaller reporting companies,
which means we do not have to include a Compensation Discussion and Analysis and certain other disclosure
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regarding our executive compensation; and not to seek a non-binding advisory vote on executive compensation or
golden parachute
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arrangements. We may choose to take advantage of some or all of these reduced reporting and other regulatory
requirements. We have elected in this prospectus to take advantage of certain reduced disclosure requirements
discussed above, including those related to the presentation and discussion of our audited financial statements and
those relating to our executive compensation arrangements.

The JOBS Act also permits an �emerging growth company� to take advantage of an extended transition period to
comply with new or revised accounting standards applicable to public companies. However, we have �opted out� of this
provision. As a result, we will comply with new or revised accounting standards to the same extent that compliance is
required for non-emerging growth companies. This decision to opt out of the extended transition period under the
JOBS Act is irrevocable.

Termination of Subchapter S Corporation Status

Effective January 1, 2008, we made an election to be taxed for federal income tax purposes as a �Subchapter S
corporation� under the provisions of Sections 1361 through 1379 of the Internal Revenue Code of 1986, as amended, or
the Internal Revenue Code. We terminated our election to be taxed as a Subchapter S corporation effective
December 31, 2013. During the period we were taxed as a Subchapter S corporation, our net income was not subject
to, and we did not pay, U.S. federal income taxes, and we were not required to make any provision or recognize any
liability for federal income taxes in our financial statements for the year ended December 31, 2008 through the year
ended December 31, 2013. In addition, during these taxable periods that we were a Subchapter S corporation, we paid
distributions to our shareholders to assist them in paying the federal income taxes on the pro rata portion of our
taxable income that �passed through� to our shareholders. See �Dividend Policy.� Effective January 1, 2014, we became
subject to federal income taxation as a C corporation under Subchapter C of the Internal Revenue Code, and we
established deferred tax assets and liabilities effective December 31, 2013 to reflect the conversion. Accordingly,
beginning January 1, 2014, we reflect a provision for federal income taxes on our financial statements. As a result of
that change in our status under the federal income tax laws, the net income and earnings per share data presented for
the years ended December 31, 2013 and 2012, in the section of this prospectus entitled �Selected Historical
Consolidated Financial Information,� which do not include any provision for federal income taxes, will not be
comparable with our historical financial statements for the years ended December 31, 2016, 2015 and 2014, or our
future net income and earnings per share, which will be calculated by including a provision for federal income taxes.
However, we have included in this prospectus adjusted financial information showing income tax expense and net
earnings as if we were a C corporation at the beginning of the earliest period presented.

KSOP Repurchase Right Termination

In accordance with applicable provisions of the Internal Revenue Code, the terms of our employee stock ownership
plan, or KSOP, currently provide that KSOP participants have the right, for a specified period of time, to require us to
repurchase shares of our common stock that are distributed to them by the KSOP. As a result, the shares of common
stock held by the KSOP are reflected in our consolidated balance sheet as a line item (called �KSOP-owned shares�)
appearing between total liabilities and shareholders� equity. As a result, the KSOP-owned shares are deducted from
shareholders� equity in our consolidated balance sheet. This repurchase right will terminate upon the closing of this
offering and the listing of our common stock on the NASDAQ Global Select Market, which we sometimes refer to as
the KSOP Repurchase Right Termination, whereupon our repurchase liability will be extinguished and the
KSOP-owned shares will not be deducted from shareholders� equity.

iii
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus and does not contain all of the
information that you should consider before investing in our common stock. You should carefully read the entire
prospectus, including the sections entitled �Risk Factors� and �Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� together with our consolidated financial statements and the related notes, before
making an investment decision. Unless the context indicates otherwise, references in this prospectus to �we,� �our,� �us,� the
�Company� and �Guaranty� refer to Guaranty Bancshares, Inc., a Texas corporation and its consolidated subsidiaries.
References in this prospectus to �Guaranty Bank & Trust� and the �Bank� refer to Guaranty Bank & Trust, N.A., a
national banking association and our wholly owned consolidated subsidiary.

Our Company

We are a bank holding company, with headquarters in Mount Pleasant, Texas, and additional executive offices in
Dallas and Bryan, Texas. Through our wholly owned subsidiary, Guaranty Bank & Trust, a national banking
association, we provide a wide range of relationship-driven commercial and consumer banking, as well as trust and
wealth management, products and services that are tailored to meet the needs of small- and medium-sized businesses,
professionals and individuals.

As of December 31, 2016, we had total assets of $1.8 billion, total loans of $1.2 billion, total deposits of $1.6 billion
and total shareholders� equity of $110.3 million.

Our History and Growth

Guaranty Bank & Trust was originally chartered as a Texas state banking association over a century ago in 1913, and
converted its charter to a national banking association in 2012. Guaranty was incorporated in 1990 to serve as the
holding company for Guaranty Bank & Trust. Since our founding, we have built a strong reputation based on financial
stability and community leadership. In 2013 and 2015, we expanded our markets from East Texas to include
Bryan/College Station and the Dallas/Fort Worth metroplex, respectively. We currently operate 26 banking locations
in 18 Texas communities. Our growth has been consistent and primarily organic. We have achieved organic growth by
enhancing our lending and deposit relationships with existing customers and attracting new customers, as well as
cross-selling our deposit, mortgage, trust and wealth management and treasury management products. Our expansion
strategy has enabled us to access markets with stronger loan demand, achieve consistent growth, maintain stable
operating efficiencies, preserve our historically conservative credit culture, and provide shareholders with stable
earnings throughout credit cycles.

We have supplemented our organic growth and leveraged our strong deposit base with strategic acquisitions and the
establishment of de novo banking locations. In 2011, we expanded our market share within the Texarkana, Texas area
of our East Texas market with the acquisition of all loans and deposits of the Texarkana, Texas banking location of
American State Bank. In 2013, we completed the acquisition of The First State Bank, which was located in Hallsville,
Texas. We believe this acquisition provided a stable and established platform to expand within the Longview, Texas
area of our East Texas market. We have historically experienced consistent growth in our East Texas market. As of
December 31, 2011, we had total loans attributable to the East Texas market of $606.3 million and total deposits of
$931.8 million, which have grown to total loans of $743.7 million and total deposits of $1.2 billion as of
December 31, 2016.

In 2013, we expanded outside of East Texas when we established a de novo banking location in the growing
Bryan/College Station, Texas market. We established two more de novo banking locations in this market in 2014 and
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allowed us to achieve organic loan growth in the Bryan/College Station market, which has increased our interest
income. As of December 31, 2016, we had total loans of $210.2 million and total deposits of $137.4 million
attributable to the Bryan/College Station market.

In March 2015, we entered the Dallas/Fort Worth metroplex market with the acquisition of DCB Financial Corp., or
DCB Financial, which owned Preston State Bank, a Texas state-chartered bank headquartered in Dallas, Texas. At the
time of our acquisition, DCB Financial operated two locations in Dallas, Texas, each of which continues to operate as
a banking location of Guaranty Bank & Trust. In April 2015, we completed the acquisition of Texas Leadership Bank,
a Texas state-chartered bank headquartered in Royse City, Texas, which is on the eastern side of the Dallas/Fort
Worth metroplex. At the time of our acquisition, Texas Leadership Bank operated from a single banking location in
Royse City, which we continue to operate. In September 2015, we established a de novo banking location in
Rockwall, Texas, which is located approximately 10 miles west of Royse City and 20 miles east of downtown Dallas.

In May 2016, we established a de novo banking location in Denton, Texas, which is located approximately 40 miles
north of downtown Dallas. In August 2016, we completed the acquisition of a full service Denton banking location
from Independent Bank, in which we assumed certain deposits and acquired all of the fixed assets of the location. We
currently operate the former banking location of Independent Bank as a location of Guaranty Bank & Trust.

Our acquisitions of DCB Financial, Texas Leadership Bank and the acquired Denton location, as well as the
establishment of our de novo banking locations in Rockwall and Denton, are consistent with our strategy of expanding
into the Dallas/Fort Worth metroplex. In total, the aggregate estimated fair values recorded at the time of acquisition
in our three Dallas/Fort Worth metroplex acquisitions were $161.7 million in total loans and $164.6 million in total
deposits. As of December 31, 2016, we had grown our total loans attributable to the Dallas/Fort Worth metroplex
market to $291.3 million and our total deposits to $213.6 million.

Following completion of our acquisitions in the Dallas/Fort Worth metroplex in 2015, we established an executive
office in Dallas, which houses our Chief Executive Officer and Chief Financial Officer, as well as our accounting,
internal audit, marketing, loan review, treasury management, mortgage warehouse lending and mortgage departments.
Mount Pleasant will continue to serve as the headquarters of Guaranty Bank & Trust and houses our credit operations,
deposit services, information technology and human resources departments. We remain committed to successful
integration with and expansion into the Dallas/Fort Worth metroplex and believe that establishing executive offices in
Dallas promotes our strategic initiatives to attract quality banking talent and pursue quality loans within a growing
metropolitan market, thereby growing our franchise in the Dallas/Fort Worth metroplex. In addition, we believe that
maintaining our deposit services and primary operational departments in Mount Pleasant will allow us to support our
continued growth in a cost-efficient manner.

Our Achievements and Highlights

Our financial and operational achievements and highlights include the following:

� Strong Brand and Reputation.  During our more than 100-year operating history, we have forged
long-standing relationships with our customers and employees and have developed deep ties to the
East Texas communities that we serve. We are continuously working to solidify our brand and
reputation in our newest markets in Dallas/Fort Worth and Bryan/College Station through our strong
and active community involvement. In 2016, American Banker Magazine named us #15 on their list
of Best Banks to Work for, a designation awarded to 60 banks throughout the nation. We were also
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� Successful Execution of Strategic Objectives.  The Company�s executive officers and board of
directors established a five year strategic plan in 2012 to achieve meaningful loan growth while
maintaining our disciplined underwriting principles and remaining conservative in our securities
portfolio. In furtherance of these objectives, the strategic plan included identifying high growth and
complementary markets to the Company�s East Texas footprint to establish de novo locations
consistent with an organic growth focus while simultaneously pursuing strategic acquisitions when
culture, personnel and geography were favorable. The Company has grown its total assets from
$1.1 billion as of December 31, 2011 to $1.8 billion as of December 31, 2016, an increase of 63.6%.
During that same time period, we added 12 banking locations, of which six were de novo locations
and six were added through strategic acquisitions. While the costs of pursuing this aggressive five
year strategic plan limited shareholder returns during this time period, the board of directors
supported this approach because of its long-term scalability and potential to increase shareholder
value. To date, the Company has experienced smooth integrations of all of its new banking locations
and established what the Company believes is a strong foundation for a highly successful and
profitable business with continued growth and strong future shareholder returns.

� Leadership in Primary Markets.  We have a significant East Texas franchise, as demonstrated by our
deposit market share in our primary markets. According to data compiled by the Federal Deposit
Insurance Corporation, or FDIC, our deposit market share in the East Texas counties of Titus, Bowie
and Lamar was approximately 52.3%, 18.0% and 19.7 %, respectively, as of June 30, 2016, the most
recent date for which market share data is available. These three counties represented approximately
52.6% of our total deposits at that date. We more than doubled our market share of deposits in
Brazos County (Bryan/College Station market) from June 30, 2015 to June 30, 2016, with growth in
total deposits in that market from $57.7 million to $136.4 million, which represented approximately
9.1% of our total deposits as of that date. In our Dallas/Fort Worth metroplex market, we grew the
$159.9 million in deposits we acquired in March and April of 2015 to $177.0 million as of June 30,
2016, an increase of 10.6%. As of June 30, 2016, we maintained a top three deposit market share
ranking in seven of the 15 Texas counties in which we operate banking locations and a top 10
ranking in 12 of the 15 Texas counties in which we operate banking locations.

� Consistent Growth and Stable Performance.  During each of the last five years, we have achieved no
less than a 9.5% compound annual growth rate for each of total assets, total deposits and total loans.
We maintained our profitability during the recent economic recession, which generally adversely
impacted the banking and financial services industries and, most recently, attained an 8.3% return on
average equity for the year ended December 31, 2016.

� Disciplined Credit Culture.  Our in-depth knowledge of our markets, stringent credit approval
processes and disciplined balance sheet growth strategies have allowed us to maintain sound asset
quality while achieving meaningful loan growth. Our average annualized net charge-offs as a
percentage of average loans was 0.12% over the past ten years and was 0.12% for the year ending
December 31, 2016. Our average non-performing assets as a percentage of total assets was 0.64%
over the past ten years and was 0.36% for the year ended December 31, 2016. We maintain a
long-term focus on our financial performance by continually managing risk on our balance sheet
with the intent of producing consistent results.
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� Investment in Technology.  We also maintain a long-term focus on our franchise and have made
significant investments in our information technology infrastructure, personnel and our digital
banking products and services. We believe that these investments have enabled us to more
effectively compete with larger institutions while retaining our ability to offer customized,
relationship-based services to our customers, and to more easily accommodate future growth and
expansion into new markets.
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Growth and Expansion Strategy

Our strategic plan is to be a leading Texas bank holding company with a commitment to operate as a community bank
as we continue to execute our expansion strategy. Our expansion strategy is to generate shareholder value through the
following:

� Maintain Focus on Organic Growth.  Focusing on organic growth is a strategy that allows us to
generate stable funding sources without the non-amortizing goodwill assets and core deposit
intangibles that strategic acquisitions might add to our balance sheet. By design during the past
several years, we have offered money market and demand deposit interest rates slightly higher than
our peers, especially in our newer markets, to encourage the growth of these core deposits and set
the foundation for strong customer relationships. We believe that these core deposits will become
significantly more valuable and desirable because the ability to attract core deposits at a low cost
will diminish as interest rates increase and alternative funding sources become more expensive.
Much of our organic growth in 2015 and 2016 was attributable to our newer markets of
Bryan/College Station and the Dallas/Fort Worth metroplex, which we believe provide significant
additional opportunities for organic growth in future years.

We have a history of being a leading provider of financial services to small- and medium-sized businesses (generally
with annual revenues of $50.0 million or less), professionals and individuals in our traditional East Texas market. In
addition, we believe that our significant core deposit franchise in East Texas provides a stable funding source for
meaningful loan growth in existing and new markets. Across all of our markets, we believe that customers value the
relationship-driven, quality service we provide, as well as our deep, long-term understanding of their local
communities. Primarily as a result of bank consolidation in our markets, we believe that there are few banking
institutions in these markets that have the size or focus to provide comparable levels of service. We also believe that
these consolidation trends with respect to our competitors, particularly in the Dallas/Fort Worth metroplex, present
opportunities to acquire new customers and valuable employees from these institutions. The charts below illustrate our
successful commitment to organic loan and deposit growth across our markets, while taking advantage of strategic
acquisition opportunities that arise from time to time.

4
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� Pursue Strategic Acquisitions.  We intend to continue to grow through strategic acquisitions within
our current markets and in other complementary markets, and we believe having publicly-traded
common stock will improve our ability to compete for acquisitions. We seek acquisitions that
provide meaningful financial benefits through long-term organic growth opportunities and expense
reductions, while maintaining our current risk profile. Though we do not currently have any specific
or immediate acquisition plans, in order to achieve these goals, we seek acquisition opportunities
involving talented bankers and banking teams that can execute our business model and contribute to
our growth objectives. Additionally, we seek banking markets with favorable competitive dynamics
and potential consolidation opportunities. We believe that many smaller financial institutions will
consider us an ideal long-term partner due to our community banking philosophy, commitment to
employee stock ownership and our culture of teamwork.

� Establish De Novo Banking Locations.  We intend to open de novo banking locations in our existing
and other attractive markets in Texas to further diversify our banking location network. In
September 2015 and May 2016, we opened de novo banking locations in Rockwall and Denton,
respectively, which are both located in the Dallas/Fort Worth metroplex. Total loans and deposits at
the two new locations were $34.1 million and $27.1 million, respectively, as of December 31, 2016.
We also opened de novo banking locations in Bryan/College Station, Texas in June 2013, April 2014
and June 2016. As of December 31, 2016, total loans and deposits in our three Bryan/College
Station locations were $210.2 million and $137.4 million, respectively. The total loans attributable
to the Bryan/College Station and Dallas/Fort Worth metroplex markets comprised approximately
16.8% and 23.3%, respectively, of our total loans as of December 31, 2016. We believe these
markets have the ability to flourish through varying economic conditions.

We believe that the Dallas/Fort Worth metroplex and surrounding communities are complementary to our established
presence in East Texas. Our lending focus in the Bryan/College Station and Dallas/Fort Worth metroplex markets has
been primarily on commercial real estate and other real estate loans, which provides diversity within our loan portfolio
and complements our traditional small business and retail lending activities in our East Texas market. While we do not
currently have specific plans to open de novo branches, our Bryan/College Station presence provides us with a
platform to grow and ready access to other nearby larger markets, including Austin, San Antonio and Houston. Prior
to entering a new market, we identify and build a team of experienced, successful bankers with market-specific
knowledge to lead the Bank�s operations in that market, including a local president. As we enter new markets, we also
seek to establish a reputation for providing personal and dependable service and active community involvement,
which we believe facilitates lasting relationships and continued growth.

� Expand Revenue Sources.  We seek to provide additional services to our customers in order to
augment and diversify our revenue sources. For the year ended December 31, 2016, noninterest
income represented approximately $13.0 million, or 19.5%, of our total revenue of $66.9 million
(defined as net interest income plus noninterest income).

In 2015, we established a warehouse mortgage lending division in connection with our acquisition of DCB Financial
and hired experienced personnel in 2015 to grow this new line of business. Revenues for the warehouse division are
derived primarily from loan origination fees, interest on advances and transaction fees, and the division has
experienced significant growth since it was established. Total mortgage amounts funded through warehouse lines of
credit during the year ending December 31, 2015 were $332.3 million, which produced noninterest income of
$154,900. Total mortgage amounts funded through warehouse lines of credit during
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the year ending December 31, 2016 were $978.1 million, which produced noninterest income of $425,200.    Despite
the significant growth, there have been no mortgage repurchases or losses experienced with our warehouse lending
borrowers since inception of the division. In addition, Guaranty Bank & Trust is working to expand into eWarehouse
lending, which allows a mortgage loan to close, fund and sell to the end investor entirely electronically, and we expect
to produce our first eWarehouse line of credit in the second quarter of 2017. As of the date of this prospectus, only
five financial institutions in the nation are included in the list of warehouse lenders currently funding eNotes that is
maintained by the Federal National Mortgage Association, or Fannie Mae. As such, we expect to be one of very few
banks offering eWarehouse lending and anticipate growth in our warehouse lending division as mortgage originators,
consumers and investors increasingly transition to paperless mortgages, driving demand for eWarehouse lines of
credit. We believe that our mortgage warehouse division offers significant potential for future revenue.

Consistent with our focus on cross-selling services to our customers, we offer trust and wealth management services
through Guaranty Bank & Trust Wealth Management Group and mortgage services through our mortgage department,
both of which operate as divisions of Guaranty Bank & Trust. As of December 31, 2016, our Wealth Management
Group had total assets under management of $265.7 million. During the year ended December 31, 2016, our mortgage
department originated $62.6 million in mortgage loans. Both divisions are well established and have significant
growth potential in our newer Dallas/Fort Worth metroplex and Bryan/College Station markets, each of which has a
higher volume of home sales and a larger concentration of high net worth individuals as compared to our traditional
East Texas market. Our mortgage origination strategy is to increase market share without sacrificing our standards and
regardless of fluctuations in interest rates or volume. We have developed a scalable platform for mortgage originations
within our mortgage department and believe that we have significant opportunities to grow this segment of our
business. In an effort to further grow our wealth management and mortgage divisions in Bryan/College Station and the
Dallas/Fort Worth metroplex, we intend to enhance our business development and cross-selling efforts in those
markets.

Although we are devoting substantial resources in furtherance of our expansion strategy, there are no assurances that
we will be able to further implement our expansion strategy or that any of the components of our expansion strategy
will be successful.

Our Community Banking Philosophy and Culture

We focus on a community-based relationship model, as opposed to a line of business model, because we believe the
community-based relationship model promotes an entrepreneurial attitude within our Company while providing
personal attention and solutions tailored to our customers. Our culture is one of employee ownership and it is
something we take very seriously. In 2016, we formally documented our culture in a book called �The Guaranty
Culture,� which we give to all prospective new hires and directors before they join our team so that they clearly
understand who we are, how we work, what we believe, how we make decisions and what we admire in people.

We believe a great bank requires the right amount of two forms of capital: financial and human. We understand that
our ability to successfully deploy our financial capital is directly related to our ability to bring the right talents together
to lead our teams. This focus on human capital has rewarded us with a cohesive group of directors, officers and
employees that we believe is our greatest asset. We have invested in a robust management training program designed
to develop comprehensive bankers who understand all aspects of our operations and
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embrace our core values. The training program generally lasts 18-24 months and includes rotations through each
primary department of the Bank. Successful graduates of our training program are typically promoted to a managerial
position upon completion and we currently have graduates in management, lending and operational roles. Several of
the Bank�s market presidents and managers are graduates of our training program.

We have developed a network of banking locations strategically positioned in separate and distinct communities. Each
community where we have a banking location is overseen by a local market president or manager, and we emphasize
local decision-making by experienced bankers supported by centralized risk and credit oversight. We believe that
employing local decision makers, supported by industry-leading technology and centralized operational and credit
administration support from our corporate headquarters, allows us to serve our customers� individual needs while
managing risk on a uniform basis. We intend to repeat this scalable model in each market in which we are able to
identify high-caliber bankers with a strong banking team. We empower these bankers to implement our operating
strategy, grow our customer base and provide the highest level of customer service possible. We believe our
organizational approach enables us to attract and retain talented bankers and banking teams who desire the
combination of the Bank�s size and loan limits, dedication to culture, commitment to our communities, local
decision-making authority, compensation structure and focus on relationship banking.

Competitive Strengths

We believe the following competitive strengths support our growth and expansion strategy:

� Experienced Executive Management Team.  The Bank has a seasoned and experienced executive
management team with a combined 277 years of experience in financial services businesses between
its nine members. Our executive management team has successfully managed profitable organic
growth, executed acquisitions, developed a strong credit culture and implemented a
relationship-based approach to commercial and consumer banking. In addition, our executive
management team has extensive knowledge of the bank regulatory landscape, significant experience
navigating interest rate and credit cycles and a history of working together. The nine members of the
Bank�s executive management team have worked for the Bank for a combined 130 years.

� Employee Ownership Mentality.  As of December 31, 2016, our directors, officers and employees, as
a group, beneficially owned approximately 37.8% of our outstanding shares of common stock
(including 15.1% of our outstanding shares which are owned by our KSOP). Many of our employees�
interests in the KSOP represent material portions of their net worth, particularly our long-tenured
employees. We believe that the KSOP�s material ownership position promotes an owner-operator
mentality among our employees, from senior officers to entry-level employees, which we believe
enhances our employees� dedication to our organization and the execution of our strategy. In
addition, we believe the KSOP enhances our ability to attract and retain quality employees. In 2017,
Texas Monthly magazine named the Bank as one of the 100 Best Companies to Work for in Texas
for the eighth consecutive year, and we were named #15 on the national list of the Best Banks to
Work for published by American Banker Magazine, with both awards having been determined on
the basis of anonymous employee surveys.
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� Proven Successful Execution of Growth Strategies.  We have developed a strategic growth plan that
allows the Company to quickly identify and efficiently execute corporate transactions that we
believe enhance our geographic footprint and enterprise value. Since 2011, we have successfully
integrated six acquired locations into our Company through what we believe is an effective
combination of comprehensive integration planning, extensive management experience with
expansion, and a welcoming and flexible culture of employee ownership. In that same time period,
we also established six de novo locations outside of our historical East Texas market, achieving our
objectives for organic growth within our anticipated time periods and successfully integrating new
local management teams and employees into our Company. Accordingly, we have a proven track
record of executing value-added acquisitions and achieving consistent, meaningful organic growth.

� Scalable Platform.  Utilizing the significant prior experience of our management team and
employees, we believe that we have built a strong and scalable operational platform, including
technology and banking processes and infrastructure, capable of supporting future organic growth
and acquisitions when the right opportunities arise. We maintain operational systems and staffing
that we believe are stronger than necessarily required for a financial institution of our size in order to
successfully execute integrations when needed and accommodate future growth without a
commensurate need for expansion of our back office capabilities. We believe our platform allows us
to focus on growing the revenue-generating divisions of our business while maintaining our
operational efficiencies, resulting in improved profitability.

8

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 24



Table of Contents

� Disciplined Credit Culture and Robust Risk Management Systems.  We seek to prudently mitigate
and manage our risks through a disciplined, enterprise-wide approach to risk management,
particularly credit, compliance, operational and interest rate risk. All of the Bank�s executive officers
serve on the Bank�s Enterprise Risk Management Committee. We endeavor to maintain asset quality
through an emphasis on local market knowledge, long-term customer relationships, consistent and
thorough underwriting for all loans and a conservative credit culture. We have not traditionally
engaged in significant oil and gas related lending, with only 0.36% of our total loan portfolio, or
$4.5 million, consisting of oil and gas related loans as of December 31, 2016. Due to our
conservative credit culture, our highest annual rate of net loan charge-offs as a percentage of average
loans over the past ten years was 0.17% (compared to an average of 0.57% for all banks between
$1.0 billion and $3.0 billion in assets located in the Dallas/Fort Worth metroplex, East Texas or
Central Texas regions, which we refer to as our regional peer group, and compared to an average of
1.01% for all banks of the same size nationally, which we refer to as our national peer group), and
our average annual rate of nonperforming assets as a percentage of total assets over the same period
never exceeded 0.99% (compared to regional peer group average highest annual rate of 2.2%).    As
illustrated in the chart below, the Bank significantly outperformed our regional and national peer
groups during the last financial crisis period (2008 � 2011) with respect to net loan charge-offs as a
percentage of average loans.

� Brand Strength and Reputation.  We believe our brand recognition, including the Guaranty name
and our iconic �G� logo, which is prominently displayed in all of our advertising and marketing
materials and has been trademarked to preserve its integrity, is an important element of our business
model and a key driver of our future growth. We have developed our brand primarily through
strategic marketing and advertising initiatives and through our involvement and visibility within the
communities we serve. We believe our reputation for providing personal and dependable service and
active community involvement is well established in our traditional East Texas market, and we are
continuously striving to replicate that brand awareness and reputation in our newer markets of
Bryan/College Station and the Dallas/Fort Worth metroplex through a high level of community
involvement and the targeted hiring of employees with strong relationships and reputations within
these markets. We believe the strength of our brand and our reputation enable us to attract customers
who value our customer service mission and banking teams that value our market management
model and entrepreneurial culture.

9
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� Diversified Markets.  We operate in diverse markets that we believe are stable and growing. We
have designated East Texas, Bryan/College Station and the Dallas/Fort Worth metroplex as our
primary markets; however, our longer-term strategy is to expand our markets to include other major
metropolitan areas of Texas. The differing characteristics of our various markets have allowed us to
grow a balanced and diverse loan portfolio, without any significant customer or lending segment
concentrations. In addition, we have historically managed our commercial real estate concentration
ratios at or below current regulatory guidelines. The graph below shows our loan portfolio
composition for each of our three markets.

� Stable Core Deposit Base.  We believe our traditional East Texas market provides a historically
stable source of core deposits and will become a greater source of funding as interest rates increase
and core deposits become more difficult and more expensive to attract, especially in more
competitive markets. As we enter new markets, we believe that our stable core deposit base
enhances our ability to pursue loans in large, high growth markets and to fund other new revenue
sources such as our warehouse lending division. As of December 31, 2016, our non-interest bearing
deposits were 22.75% of our total deposits. Among our interest-bearing deposits, 72.0% were in less
volatile NOW, savings and money market accounts.

Our cost of interest-bearing deposits has decreased from 0.85% for the year ended December 31, 2012 to an annual
average of 0.64% for the four years ended December 31, 2016. We have historically paid slightly higher rates on
interest-bearing deposits than our peers in an effort to attract and maintain core deposits, especially in low interest rate
environments like the current one. In furtherance of this strategy, our overall cost of funds increased slightly compared
to our peers during the years ended December 31, 2014, 2015 and 2016 as we intentionally offered slightly higher
rates on deposits in our Bryan/College Station and Dallas/Fort Worth metroplex markets in an effort to attract
depositors to our de novo banking locations and solidify new customer relationships in those
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markets. While we have successfully completed strategic acquisitions in the past and will continue to thoughtfully
consider acquisition opportunities, we believe the costs of growing our core deposits organically in this manner are
often less than the costs of the goodwill and core deposit intangibles that typically accompany strategic acquisitions
and that the customer relationships we build are deeper and longer-lasting. We also have not historically relied on
brokered deposits.

� Technology and Online Banking Leadership.  We believe that financial institutions are increasingly
becoming technology companies, and we invest in technology that we believe should enhance our
business and customer experience, as well as enable us to integrate and oversee our banking location
network while operating in geographically disparate markets. To implement our commitment to
technology, we have developed our technology team to include specialists in virtualization, storage
area networks, and information security. The investment we have made in a new core processing
system has created a scalable corporate infrastructure that has significantly expanded our ability to
handle continued growth and improve our levels of operational efficiency. We have continued to
enhance our online presence through improvements to our digital banking platforms. We have also
invested in our business intelligence and data analytics platforms, which allow us to make better
decisions through observed trends and behaviors identified across multiple information systems.
Finally, we have developed internal expertise in business platform application development that has
improved our ability to create dynamic and customized applications to meet our evolving needs for
processing and reporting across all areas of our organization.

Our Markets

We consider our current market areas to be East Texas, Bryan/College Station and the Dallas/Fort Worth metroplex.
We serve these communities from our headquarters in Mount Pleasant, Texas and through a network of 17 banking
locations within East Texas, three banking locations in Bryan/College Station and six banking locations in the
Dallas/Fort Worth metroplex. As part of our strategic plan, we intend to further diversify our markets through entry
into other large metropolitan markets in Texas. In addition to our recent expansions into Bryan/College Station and
the Dallas/Fort Worth metroplex, we believe there are several markets in the Central Texas region that are attractive
for future expansion, particularly due to those markets� proximity to our Dallas/Fort Worth and Bryan/College Station
markets.
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We have a significant East Texas franchise as demonstrated by our deposit market share in the East Texas counties in
which we operate. According to data compiled by the FDIC, our deposit market share in the East Texas counties of
Titus, Bowie and Lamar was approximately 52.3%, 18.0% and 19.7 %, respectively, as of June 30, 2016. These three
counties represent approximately 52.6% of our total deposits. As of June 30, 2016, we were one of the three largest
banks by deposit share in seven of the 15 Texas counties in which we operate banking locations and one of the ten
largest banks by market share in 12 of the 15 Texas counties in which we operate banking locations. We more than
doubled our market share of deposits in Brazos County (Bryan and College Station locations) from June 30, 2015 to
June 30, 2016, which represented approximately 9.1% of our total deposits as of that date and positioned us as one of
the 10 largest banks by deposit share in the county entirely through organic growth only three years after first entering
the market. The table below shows data for each of the counties and markets in which we have banking locations
regarding total deposits, deposit market share, and compound average growth rates for deposits since June 30, 2011.

Texas County  Total Deposits ($000) 
 Deposit Share 

Rank
# of Banking

Locations
Deposit Market

Share (%)
Five Year Deposit

CAGR (%)
East Texas
Titus $ 338,570    1 2 52.3 4.5 
Bowie 258,935    1 5 18.0 3.9 
Lamar 190,753    3 2 19.7 5.2 
Hopkins 83,212    3 1 12.7 1.6 
Camp 59,080    3 1 22.2 1.6 
Gregg 55,472    14 2 1.7 79.7 
Hunt 52,699    5 1 5.5 1.9 
Red River 44,010    2 1 27.8 0.2 
Harrison 35,920    8 1 4.4 3.3 
Franklin 35,440    2 1 15.8 2.9 
Cass 31,128    4 1 9.6 16.7 

Dallas/Fort Worth Metroplex
Dallas 104,878    54 2 0.1 N/A 
Rockwall 61,018    7 2 4.3 N/A 
Denton 11,056    34 2 0.1 N/A 

Bryan/College Station
Brazos 136,445    10 2 3.0 N/A 

Total $ 1,498,616    26 10.7 

* Data as of June 30, 2016; Source: FDIC. As of December 31, 2016, we operated three banking locations in Brazos
County and one in Gregg County.
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Our traditional East Texas market is a stable region comprised primarily of smaller communities served by forestry,
oil and gas, manufacturing, government, education and healthcare related industries. According to the Texas
Comptroller of Public Accounts, job growth in East Texas for the period between 2004 and 2014 was 9.8%, compared
to 5.5% nationally during the same period. Major employers in our East Texas market include Kimberly-Clark,
Campbell Soup, Pilgrim�s Pride, Priefert Manufacturing, Luminant Electric Generation and Mining, Big Tex Trailer
Manufacturing, Walmart, Eastman Chemical, Red River Army Depot & Tenants, Cooper Tire & Rubber, International
Paper and several regional and county hospitals, government agencies and independent school districts. The table
below includes some basic information on each of the East Texas counties in which we operate:

Texas County
Population

(2015 estimate)
Population Growth

since 2010 (estimated)

Median Household
Income

(2015 estimate)
Bowie 93,389 0.9% $ 42,670
Camp 12,682 2.3% $ 37,851
Cass 30,313 -0.5% $ 37,352
Franklin 10,651 0.4% $ 41,537
Gregg 124,108 1.9% $ 47,639
Harrison 66,746 1.7% $ 45,974
Hopkins 36,223 3.0% $ 44,936
Hunt 89,844 4.3% $ 45,197
Lamar 49,440 -0.7% $ 40,748
Red River 12,455 -3.2% $ 31,563
Titus 32,623 0.9% $ 44,178

* Data as of July 1, 2015; Source: US Census Bureau.

Our East Texas market has a relatively low cost of living and a workforce with lower wage requirements as compared
to more urban areas of Texas. According to the Texas Workforce Commission, the mean annual wages for all
occupations in the North East Texas Workforce Development Area (which includes thirteen of our twenty-six
locations, including our headquarters, and almost two-thirds of our deposits) for the second quarter of 2016 was
$37,076, compared to $52,000 in Texas and $51,428 nationally. According to the Texas Comptroller of Public
Accounts, the East Texas region supports a stable workforce and continues to serve as a key supplier of resources vital
to the Texas economy.

Our decision to expand into Bryan/College Station and the Dallas/Fort Worth metroplex was driven by their proximity
to our traditional East Texas market, strong economic and demographic growth in those markets, and our ability to
attract talented bankers and employees to facilitate our expansion in those markets. According to US Census Bureau
estimates, as of July 2015, the Dallas/Fort Worth metroplex was the fourth most populous metro area in the United
States, with a population of over 7.1 million. The Dallas/Fort Worth metroplex has a low unemployment rate relative
to the national rate (3.7% compared to 4.5% in 2016) and high annual job growth relative to the national rate (2.7%
compared to 1.5% in 2016), according to the US Bureau of Labor Statistics, with the 92,300 new jobs added in 2016
accounting for almost half of the 188,000 jobs added in the state of Texas. The Dallas/Fort Worth metroplex is the
second fastest growing metro area in the United States in absolute terms, behind only Houston, adding almost 400
new residents per day between 2014 and 2015, according to the US Census Bureau. The market is well-diversified,
without being overly reliant on any particular sector, and is the headquarters for 20 Fortune 500 and 39 Fortune 1000
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The adjoining towns of Bryan and College Station are well-situated between Austin, Houston, and Dallas, three of the
four largest metro areas in Texas and two of the five largest in the nation, and within 170 miles of San Antonio, the
third-largest metro area in Texas. Bryan/College Station had an estimated combined population of approximately
190,000 in 2015, an increase of almost 20,000 people since 2010, according to the
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US Census Bureau. College Station is home to Texas A&M University, the largest institution of higher learning in the
state, which helps explain the market�s relatively young (in 2010, the US Census Bureau found 73.7% of residents
were between ages 18 and 64, compared to 62.4% in Texas and 63.0% nationally) and well-educated (in 2015, the US
Census Bureau estimated 42.6% of residents over age 25 had a bachelor�s degree or higher, compared to 27.6% in
Texas and 29.8% nationally) population. According to the US Bureau of Labor Statistics, Bryan/College Station�s
unemployment rate in December 2016 was 3.4%, compared to 4.6% in Texas and 4.7% nationally. The local
governments of Bryan and College Station have pro-business attitudes and policies, as evidenced by their recent
partnering with each other and Texas A&M University to create a business district known as Atlas to attract
companies engaged in the manufacture of biologics, pharmaceuticals, nutraceuticals and medical devices, with the
project just breaking ground in January of this year. In 2013, Cognizant, a Fortune 500 technology company, relocated
from New Jersey to College Station, citing the pro-business environment in College Station and Texas generally and
the availability of a young and educated workforce.

Recent Developments

We expect to report net income in the range of $[                ] million to $[                ] million for the three months
ended March 31, 2017 as compared to $2.7 million for the three months ended March 31, 2016 and $3.6 million for
the three months ended December 31, 2016.    The increase in net income for these periods is primarily attributable to
growth in outstanding loans and a corresponding increase in net interest income.

As of March 31, 2017, total loans were $[                ] million, representing a $[                ] million increase from
December 31, 2016 and a $[                ] million increase from March 31, 2016. Total deposits were
$[                ] million as of March 31, 2017, representing an increase of $[                ] million from December 31, 2016,
and a $[                ] million increase from March 31, 2016. Increases in our total loans and total deposits were largely
driven by execution of our strategic plan and our continued focus on strengthening and developing new and existing
customer relationships in our market areas.

Our expected net income for the three month period ending March 31, 2017 is a preliminary estimate and subject to
closing procedures, which we expect to complete after the completion of this offering. These closing procedures could
result in material changes to our preliminary estimate indicated above. The foregoing estimate constitutes a
forward-looking statement and is subject to risks and uncertainties, including those described under �Risk Factors� in
this prospectus. Accordingly, our final results for the three month period ending March 31, 2017 may not be consistent
with the foregoing estimates. See �Risk Factors�Risks Related to Our Business� and �Forward-Looking Statements.�

Our Corporate Information

Our principal executive office is located at 201 South Jefferson Avenue, Mount Pleasant, Texas 75455, and our
telephone number is (903) 572-9881. Our website address is www.gnty.com. Information contained on or that can be
accessed through our website does not constitute a part of this prospectus and is not incorporated by reference into this
prospectus.
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The Offering

Common stock offered by us [            ] shares.

Underwriters� over-allotment option to purchase
additional shares of common stock

[            ] shares.

Common stock to be outstanding after this offering [            ] shares of common stock, assuming the underwriters
do not exercise their over-allotment option ([            ] shares
if the underwriters exercise their over-allotment option in
full).

Use of proceeds Assuming an initial public offering price of $[        ] per
share, which is the midpoint of the price range set forth on
the cover page of this prospectus, we estimate that the net
proceeds to us from the sale of our common stock in this
offering will be $[        ] million (or $[        ] million if the
underwriters exercise in full their over-allotment option),
after deducting estimated underwriting discounts and
commissions and offering expenses payable by us. We intend
to use the net proceeds to us from this offering to further
implement our expansion strategy (though we do not have
any immediate plans to do so), repay a portion of our
corporate debt, fund organic growth in our banking markets
and for general corporate purposes. See �Use of Proceeds.�

Dividend policy Following the completion of this offering, we anticipate
paying a quarterly dividend on our common stock in an
amount equal to approximately 25.0% to 30.0% of our net
income for the immediately preceding quarter, subject to the
discretion of our board of directors. Dividends from
Guaranty Bank & Trust are the principal source of funds for
the payment of dividends on our common stock. Guaranty
Bank & Trust is subject to certain restrictions that may limit
its ability to pay dividends to us. See �Dividend Policy.�

Directed share program At our request, the underwriters have reserved for sale, at the
initial public offering price, up to [            ] shares of
common stock offered by this prospectus for sale to our
directors, officers, employees and certain other persons who
have expressed an interest in purchasing shares in this
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offering. We will offer these reserved shares to the extent
permitted under applicable laws and regulations in the United
States through a directed share program. Reserved shares
purchased by our directors and officers will be subject to the
lock-up provisions described in �Underwriting � Lock-Up
Agreements.� The number of
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shares of our common stock available for sale to the general
public will be reduced to the extent these persons purchase
the reserved shares. Any reserved shares of our common
stock that are not so purchased will be offered by the
underwriters to the general public on the same terms as the
other shares of our common stock offered by this prospectus.

Securities owned by directors and executive officers As of December 31, 2016, our directors and executive
officers beneficially owned approximately 24.3% of our
outstanding common stock, including shares held by our
KSOP. Following the completion of this offering, we
anticipate that our directors and executive officers will
beneficially own approximately [    ]% of our common stock
(or [    ]% if the underwriters exercise their over-allotment
option in full). See �Principal Shareholders.�

Listing We have applied to list our common stock on the NASDAQ
Global Select Market under the trading symbol �GNTY.�

Risk factors Investing in our common stock involves risks. See �Risk
Factors,� beginning on page 20, for a discussion of factors that
you should carefully consider before investing in our
common stock.

References in this section to the number of shares of our common stock outstanding after this offering are based upon
8,751,923 shares of common stock issued and outstanding as of December 31, 2016. Unless expressly indicated or the
context requires otherwise, all information in this prospectus:

� assumes no exercise by the underwriters of their right to purchase up to an additional [            ]
shares of our common stock to cover over-allotments;

� assumes that the shares of common stock sold in this offering are sold at $[        ] per share,
which is the mid-point of the range set forth on the cover page of this prospectus;

� does not attribute to any director, officer, or principal shareholder any purchases of shares of our
common stock in this offering, including through the directed share program described in
�Underwriting � Directed Share Program;�
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� excludes 1,000,000 shares of our common stock reserved for issuance under the Guaranty
Bancshares, Inc. 2015 Equity Incentive Plan, 331,000 of which are currently subject to outstanding
stock options with a weighted exercise price of $23.76 per share; and

� excludes 9,377 shares of our common stock subject to outstanding stock options issued under the
DCB Financial Corp. Stock Option Plan with an exercise price of $11.94 per share, which we
assumed in connection with our acquisition of DCB Financial Corp. in March 2015.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

The following tables set forth certain of our summary historical consolidated financial information for each of the
periods indicated. The historical information as of and for the years ended December 31, 2016 and 2015 has been
derived from our audited consolidated financial statements included elsewhere in this prospectus, and the selected
historical consolidated financial information as of and for the years ended December 31, 2014, 2013 and 2012 has
been derived from our audited consolidated financial statements not appearing in this prospectus. The historical results
set forth below and elsewhere in this prospectus are not necessarily indicative of our future performance.

You should read the following together with the sections entitled �Capitalization� and �Management�s Discussion and
Analysis of Financial Condition and Results of Operations,� and our audited consolidated financial statements and the
related notes included elsewhere in this prospectus.

(Dollars in Thousands, except Per Share Amounts)
As of December 31,

2016 2015 2014 2013 2012
Selected Period End Balance
Sheet Data:
Total assets $     1,828,336 $     1,682,640 $     1,334,068 $     1,246,451 $     1,160,070
Cash and cash equivalents 127,543 111,379 105,662 81,462 125,931
Securities available for sale 156,925 272,944 227,022 246,395 278,973
Securities held to maturity 189,371 125,031 131,068 140,571 63,866
Loans held for sale 2,563 3,867 3,915 7,118 9,379
Total loans 1,245,135 1,068,667 788,229 699,167 627,088
Allowance for loan losses 11,484 9,263 7,721 7,093 6,354
Goodwill 18,742 18,601 6,116 6,436 2,691
Core deposit intangibles, net 3,308 3,846 2,881 3,310 3,433
Noninterest-bearing deposits 358,752 325,556 250,242 213,703 195,673
Interest-bearing deposits 1,218,039 1,140,641 826,550 788,110 760,794
Total deposits 1,576,791 1,466,197 1,076,792 1,001,813 956,467
Federal Home Loan Bank advances 55,170 21,342 111,539 111,728 23,539
Subordinated debentures 19,310 21,310 9,155 11,155 9,155
Other Debt 18,286 18,000 11,000 14,000 5,500
KSOP-owned shares 31,661 35,384 36,300 30,938 26,775
Total shareholders� equity less

KSOP-owned shares 110,253 102,352 75,989 66,157 70,964
Pro forma total shareholders�
equity(1) 141,914 137,736 112,289 97,095 97,739

As of and for the Years Ended December 31,
2016 2015 2014 2013 2012

Selected Income Statement Data:
Net interest income $   53,840 $   47,759 $   39,123 $   35,368 $   31,843
Provision for loan losses 3,640 2,175 1,322 1,745 1,064
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Net interest income after provision for loan
losses 50,200 45,584 37,801 33,623 30,779
Noninterest income 13,016 11,483 10,792 11,562 14,218
Noninterest expense 46,380 42,594 34,854 31,400 29,521
Net realized gain (loss) on sale of securities 82 77 (212) 578 3,590
Income before income tax 16,836 14,473 13,739 13,785 15,476
Income tax (benefit) expense(2) 4,715 4,362 4,023 (3,573) �
Net earnings 12,121 10,111 9,716 17,358 15,476
Dividends paid to common shareholders(2) 4,615 4,526 11,863 3,453 3,223
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As of and for the Years Ended December 31,
2016 2015 2014 2013 2012

Per Share Data:
Earnings per common share, basic(3) $ 1.35 $ 1.15 $ 1.25 $ 2.40 $ 2.21
Earnings per common share, diluted(3) 1.35 1.15 1.25 2.40 2.21
Book value per common share(4) 16.22 15.47 14.01 13.17 13.67
Tangible book value per common share(4)(5) 13.70 12.95 12.89 11.84 12.81
Weighted average common shares outstanding, basic,
in thousands(6) 8,968 8,796 7,771 7,241 7,011
Weighted average common shares outstanding,
diluted, in thousands(6) 8,976 8,802 7,771 7,243 7,013

As of and for the Years Ended December 31,

2016 2015 2014
2013

(pro forma)
2012

(pro forma)
Pro Forma Information as if a
C Corporation:
Income before income taxes $ 16,836 $ 14,473 $ 13,739 $ 13,785 $ 15,476
Income tax provision 4,715 4,362 4,023 4,009 4,856
Pretax pre-provision and pre-securities gain
(loss) 20,394 16,571 15,273 14,952 12,950
Net earnings 12,121 10,111 9,716 9,776 10,620
Basic earnings per share(3) 1.35 1.15 1.25 1.35 1.52
Diluted earnings per share(3) 1.35 1.15 1.25 1.35 1.51

As of December 31,
2016 2015 2014 2013 2012

Summary Performance Ratios:
Return on average assets(7)(8) 0.68% 0.65% 0.76% 1.47% 1.38%
Return on average equity(7)(8) 8.34   7.44   8.69   17.98   16.40   
Net interest margin(9) 3.27   3.33   3.33   3.23   3.07   
Efficiency ratio(10) 69.46   71.99   69.53   67.74   69.51   
Loans to deposits ratio(11) 78.97   72.89   73.20   69.79   65.56   
Noninterest income to average assets(7) 0.73   0.74   0.85   0.98   1.27   
Noninterest expense to average assets(7) 2.61   2.75   2.74   2.67   2.64   
Summary Credit Quality Ratios:
Nonperforming assets to total assets 0.33% 0.25% 0.37% 0.69% 0.55%
Nonperforming loans to total loans(11) 0.35   0.23   0.52   1.03   0.78   
Allowance for loan losses to nonperforming
loans 260.47   381.04   189.38   98.06   129.51   
Allowance for loan losses to total loans(11) 0.92   0.87   0.98   1.01   1.01   
Net charge-offs to average loans outstanding(12) 0.12   0.06   0.09   0.15   0.11   
Capital Ratios:
Total shareholders� equity to total assets 7.76% 8.19% 8.42% 7.79% 8.43%
Tangible common equity to tangible assets(13) 6.64   6.94   7.80   7.06   7.94   

9.28   10.43   N/A   N/A   N/A   

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 40



Common equity tier 1 capital (CET1) to
risk-weighted assets
Tier 1 capital to average assets(7) 7.71   8.33   9.05   8.80   8.87   
Tier 1 capital to risk-weighted assets 10.03   11.30   13.65   13.30   14.01   
Total capital to risk-weighted assets 10.86   12.08   14.57   14.22   14.92   

(1) Reflects the total shareholders� equity of the Company after giving effect to the KSOP Repurchase Right
Termination.

(2) Effective January 1, 2008, we made an election to be taxed for federal income tax purposes as a Subchapter
S corporation under the provisions of Sections 1361 through 1379 of the Internal Revenue Code. We
terminated our election to be taxed as a Subchapter S corporation effective December 31, 2013. As a result,
for the taxable periods applicable to the years ended December 31, 2008 through December 31, 2013, our net
income was not subject to, and we did not pay, U.S. federal income taxes, and no provision or liability for
federal or state income tax has been included in our audited consolidated financial
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statements for the years ended December 31, 2012 and 2013, except as presented on a pro forma basis in our
audited consolidated financial statements for the year ended December 31, 2013. Additionally, distributions
made to our shareholders in respect of their federal income tax liability of $5.2 million in 2012 and
$10.2 million in 2013 are not considered dividends paid to common shareholders. Despite the termination of
our Subchapter S election, we paid dividends of $0.50 per share and a special dividend of $1.00 per share for
the year ended December 31, 2014, since all dividends we pay for the first 12 months following the
termination of our Subchapter S election were not subject to federal income taxation.

(3) Basic and diluted earnings per share for the years ended December 31, 2013 and 2012 are currently based on
income before taxes due to our conversion from an S corporation to a C corporation, effective December 31,
2013. However, unaudited pro forma information is presented as if a C corporation for all periods under the
heading �Unaudited Pro Forma Information as if a C Corporation.�

(4) Book value per common share and tangible book value per common share calculations reflect the Company�s
pro forma total shareholders� equity.

(5) We calculate tangible book value per common share as total shareholders� equity less goodwill, core deposit
intangibles and other intangible assets, net of accumulated amortization at the end of the relevant period,
divided by the outstanding number of shares of our common stock at the end of the relevant period. Tangible
book value per common share is a financial measure that is not recognized by, or calculated in accordance
with, U.S. generally accepted accounting principles, or GAAP, and, as we calculate tangible book value per
common share, the most directly comparable GAAP financial measure is total shareholders� equity per
common share. See our reconciliation of non-GAAP financial measures to their most directly comparable
GAAP financial measures under the caption �Management�s Discussion and Analysis of Financial Condition
and Results of Operations � Non-GAAP Financial Measures.�

(6) Weighted average common shares outstanding as of December 31, 2013 and 2012 have been adjusted to
reflect the 2-for-1 stock split we completed on August 20, 2014.

(7) We calculate our average assets and average equity for a period by dividing the period end balances of our
total assets or total shareholders� equity, as the case may be, by the number of months in the period.

(8) We have calculated our return on average assets and return on average equity for a period by dividing net
earnings for that period by our average assets and average equity, as the case may be, for that period.

(9) Net interest margin represents net interest income divided by average interest-earning assets.

(10) The efficiency ratio was calculated by dividing total noninterest expenses by net interest income plus
noninterest income, excluding securities losses or gains. Taxes are not part of this calculation.
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(11) Excludes loans held for sale of $2.6 million, $3.9 million, $3.9 million, $7.1 million, and $9.4 million for the
years ended December 31, 2016, 2015, 2014, 2013, and 2012, respectively.

(12) Includes average outstanding balances of loans held for sale of $3.0 million, $4.4 million, $4.2 million,
$6.3 million, and $5.9 million for the years ended December 31, 2016, 2015, 2014, 2013, and 2012,
respectively.

(13) We calculate tangible common equity as total shareholders� equity less goodwill, core deposit intangibles and
other intangible assets, net of accumulated amortization, and we calculate tangible assets as total assets less
goodwill and core deposit intangibles and other intangible assets, net of accumulated amortization. Tangible
common equity to tangible assets is a financial measure that is not recognized by or calculated in accordance
with GAAP, or a non-GAAP financial measure, and, as we calculate tangible common equity to tangible
assets, the most directly comparable GAAP financial measure is total shareholders� equity to total assets. See
our reconciliation of non-GAAP financial measures to their most directly comparable GAAP financial
measures under the caption �Management�s Discussion and Analysis of Financial Condition and Results of
Operations � Non-GAAP Financial Measures.�
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RISK FACTORS

Investing in our common stock involves a significant degree of risk. You should carefully consider the following risk
factors, in addition to the other information contained in this prospectus, including our consolidated financial
statements and related notes, before deciding to invest in our common stock. Any of the following risks could have an
adverse effect on our business, financial condition, results of operations and future prospects. As a result, the trading
price of our common stock could decline, and you could lose all or part of your investment.

Risks Related to Our Business

We may not be able to implement aspects of our expansion strategy, which may adversely affect our ability to
maintain our historical earnings trends.

Our expansion strategy focuses on organic growth, supplemented by strategic acquisitions and expansion of the Bank�s
banking location network, or de novo branching. We may not be able to execute on aspects of our expansion strategy,
which may impair our ability to sustain our historical rate of growth or prevent us from growing at all. More
specifically, we may not be able to generate sufficient new loans and deposits within acceptable risk and expense
tolerances, obtain the personnel or funding necessary for additional growth or find suitable acquisition candidates.
Various factors, such as economic conditions and competition with other financial institutions, may impede or prohibit
the growth of our operations, the opening of new banking locations and the consummation of acquisitions. Further, we
may be unable to attract and retain experienced bankers, which could adversely affect our growth. The success of our
strategy also depends on our ability to effectively manage growth, which is dependent upon a number of factors,
including our ability to adapt our credit, operational, technology and governance infrastructure to accommodate
expanded operations. If we fail to implement one or more aspects of our strategy, we may be unable to maintain our
historical earnings trends, which could have an adverse effect on our business, financial condition and results of
operations.

We may not be able to manage the risks associated with our anticipated growth and expansion through de novo
branching.

Our business strategy includes evaluating strategic opportunities to grow through de novo branching, and we believe
that banking location expansion has been meaningful to our growth since inception. De novo branching carries with it
certain potential risks, including significant startup costs and anticipated initial operating losses; an inability to gain
regulatory approval; an inability to secure the services of qualified senior management to operate the de novo banking
location and successfully integrate and promote our corporate culture; poor market reception for de novo banking
locations established in markets where we do not have a preexisting reputation; challenges posed by local economic
conditions; challenges associated with securing attractive locations at a reasonable cost; and the additional strain on
management resources and internal systems and controls. Failure to adequately manage the risks associated with our
anticipated growth through de novo branching could have an adverse effect on our business, financial condition and
results of operations.

We may not be able to overcome the integration and other risks associated with acquisitions, which could have an
adverse effect on our ability to implement our business strategy.

Although we plan to continue to grow our business organically and through de novo branching, we also intend to
pursue acquisition opportunities that we believe complement our activities and have the ability to enhance our
profitability and provide attractive risk-adjusted returns. Our acquisition activities could be material to our business
and involve a number of risks, including the following:
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� intense competition from other banking organizations and other acquirers for potential merger
candidates;

� market pricing for desirable acquisitions resulting in returns that are less attractive than we have
traditionally sought to achieve;
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� incurring time and expense associated with identifying and evaluating potential acquisitions and
negotiating potential transactions, resulting in our attention being diverted from the operation of our
existing business;

� using inaccurate estimates and judgments to evaluate credit, operations, management and market
risks with respect to the target institution or assets;

� potential exposure to unknown or contingent liabilities of banks and businesses we acquire,
including consumer compliance issues;

� the time and expense required to integrate the operations and personnel of the combined businesses;

� experiencing higher operating expenses relative to operating income from the new operations;

� losing key employees and customers;

� reputational issues if the target�s management does not align with our culture and values;

� significant problems relating to the conversion of the financial and customer data of the target;

� integration of acquired customers into our financial and customer product systems;

� risks of impairment to goodwill; or

� regulatory timeframes for review of applications may limit the number and frequency of transactions
we may be able to consummate.

Depending on the condition of any institution or assets or liabilities that we may acquire, that acquisition may, at least
in the near term, adversely affect our capital and earnings and, if not successfully integrated with our organization,
may continue to have such effects over a longer period. We may not be successful in overcoming these risks or any
other problems encountered in connection with pending or potential acquisitions, and any acquisition we may consider
will be subject to prior regulatory approval. Our inability to overcome these risks could have an adverse effect on our
ability to implement our business strategy, which, in turn, could have an adverse effect on our business, financial
condition and results of operations.

A key piece of our expansion strategy is a focus on decision-making authority at the branch and market level, and
our business, financial condition, results of operations and prospects could be adversely affected if our local teams
do not follow our internal policies or are negligent in their decision-making.
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In order to be able to provide the responsive and individualized customer service that distinguishes us from
competitors and in order to attract and retain management talent, we empower our local management teams to make
certain business decisions on the local level. Lending authorities are assigned to branch presidents and their banking
teams based on their experience, with all loan relationships in excess of internal specified maximums being reviewed
by the Bank�s Directors� Loan Committee, comprised of senior management of the Bank, or the Bank�s board of
directors, as the case may be. Our local lenders may not follow our internal procedures or otherwise act in our best
interests with respect to their decision-making. A failure of our employees to follow our internal policies, or actions
taken by our employees that are negligent or not in our best interests could have an adverse effect on our business,
financial condition and results of operations.

Difficult market conditions and economic trends have recently and adversely affected the banking industry and
could adversely affect our business, financial condition and results of operations in the future.

We are operating in an uncertain economic environment, including generally uncertain conditions nationally and
locally in our industry and markets. Although economic conditions have improved in recent years,

21

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 47



Table of Contents

financial institutions continue to be affected by volatility in the real estate market in some parts of the country and
uncertain regulatory and interest rate conditions. We retain direct exposure to the residential and commercial real
estate markets in Texas and are affected by these events. In addition, financial institutions in Texas have been affected
by the recent volatility with the oil and gas industry and significant decrease in energy prices. Although we do not
have material direct exposure to the oil and gas industry, we retain some indirect exposure, as some of our customers�
businesses are directly affected by volatility with the oil and gas industry and energy prices.

Our ability to assess the creditworthiness of customers and to estimate the losses inherent in our loan portfolio is made
more complex by uncertain market and economic conditions. Another national economic downturn or deterioration of
conditions in our markets could result in losses beyond those that are provided for in our allowance for loan losses and
lead to the following consequences:

� increases in loan delinquencies;

� increases in non-performing assets and foreclosures;

� decreases in demand for our products and services, which could adversely affect our liquidity
position; and

� decreases in the value of the collateral securing our loans, especially real estate, which could reduce
customers� borrowing power and repayment ability.

While economic conditions in Texas and the United States continue to show signs of recovery, there can be no
assurance that these conditions will continue to improve. Although real estate markets have generally stabilized in
portions of the United States, including Texas, a resumption of declines in real estate values, home sales volumes and
financial stress on borrowers as a result of the uncertain economic environment, including job losses, could have an
adverse effect on our borrowers or their customers, which could adversely affect our business, financial condition and
results of operations. In addition, continued volatility in the oil and gas industry and relatively low energy prices could
have an adverse effect on our borrowers or their customers, including declines in real estate values and job losses,
which could adversely affect our business, financial condition and results of operations.

We may not be able to adequately measure and limit our credit risk, which could lead to unexpected losses.

The business of lending is inherently risky, including risks that the principal of or interest on any loan will not be
repaid timely or at all or that the value of any collateral supporting the loan will be insufficient to cover our
outstanding exposure. These risks may be affected by the strength of the borrower�s business sector and local, regional
and national market and economic conditions. Many of our loans are made to small- to medium-sized businesses that
may be less able to withstand competitive, economic and financial pressures than larger borrowers. Our risk
management practices, such as monitoring the concentration of our loans within specific industries and our credit
approval practices, may not adequately reduce credit risk, and our credit administration personnel, policies and
procedures may not adequately adapt to changes in economic or any other conditions affecting customers and the
quality of the loan portfolio. A failure to effectively measure and limit the credit risk associated with our loan
portfolio could lead to unexpected losses and have an adverse effect on our business, financial condition and results of
operations.
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We are dependent on the use of data and modeling in our management�s decision-making, and faulty data or
modeling approaches could negatively impact our decision-making ability or possibly subject us to regulatory
scrutiny in the future.

The use of statistical and quantitative models and other quantitative analyses is endemic to bank decision-making, and
the employment of such analyses is becoming increasingly widespread in our operations.
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Liquidity stress testing, interest rate sensitivity analysis, and the identification of possible violations of anti-money
laundering regulations are all examples of areas in which we are dependent on models and the data that underlies
them. The use of statistical and quantitative models is also becoming more prevalent in regulatory compliance. While
we are not currently subject to annual Dodd-Frank Act stress testing (DFAST) and the Comprehensive Capital
Analysis and Review (CCAR) submissions, we anticipate that model-derived testing may become more extensively
implemented by regulators in the future.

We anticipate data-based modeling will penetrate further into bank decision-making, particularly risk management
efforts, as the capacities developed to meet rigorous stress testing requirements are able to be employed more widely
and in differing applications. While we believe these quantitative techniques and approaches improve our
decision-making, they also create the possibility that faulty data or flawed quantitative approaches could negatively
impact our decision-making ability or, if we become subject to regulatory stress-testing in the future, adverse
regulatory scrutiny. Secondarily, because of the complexity inherent in these approaches, misunderstanding or misuse
of their outputs could similarly result in suboptimal decision-making.

The small- to medium-sized businesses that we lend to may have fewer resources to weather adverse business
developments, which may impair our borrowers� ability to repay loans.

We focus our business development and marketing strategy primarily on small- to medium-sized businesses. As of
December 31, 2016, we had approximately $572.5 million of loans to businesses, which represents approximately
46.0% of our total loan portfolio. Small- to medium-sized businesses frequently have smaller market shares than their
competition, may be more vulnerable to economic downturns, often need substantial additional capital to expand or
compete and may experience substantial volatility in operating results, any of which may impair a borrower�s ability to
repay a loan. In addition, the success of a small- and medium-sized business often depends on the management skills,
talents and efforts of a small group of people, and the death, disability or resignation of one or more of these people
could have an adverse effect on the business and its ability to repay its loan. If our borrowers are unable to repay their
loans, our business, financial condition and results of operations could be adversely affected.

Our commercial real estate and real estate construction loan portfolio exposes us to credit risks that may be greater
than the risks related to other types of loans.

As of December 31, 2016, approximately $456.1 million, or 36.6%, of our total loans were nonresidential real estate
loans (including owner occupied commercial real estate loans) and approximately $129.4 million, or 10.4%, of our
total loans were construction and land development loans. These loans typically involve repayment dependent upon
income generated, or expected to be generated, by the property securing the loan in amounts sufficient to cover
operating expenses and debt service. The availability of such income for repayment may be adversely affected by
changes in the economy or local market conditions. These loans expose a lender to greater credit risk than loans
secured by other types of collateral because the collateral securing these loans is typically more difficult to liquidate
due to the fluctuation of real estate values. Additionally, non-owner occupied commercial real estate loans generally
involve relatively large balances to single borrowers or related groups of borrowers. Unexpected deterioration in the
credit quality of our non-owner occupied commercial real estate loan portfolio could require us to increase our
allowance for loan losses, which would reduce our profitability and could have an adverse effect on our business,
financial condition and results of operations.

Construction and land development loans also involve risks because loan funds are secured by a project under
construction and the project is of uncertain value prior to its completion. It can be difficult to accurately evaluate the
total funds required to complete a project, and construction lending often involves the disbursement of substantial
funds with repayment dependent, in part, on the success of the ultimate project rather than the ability of a borrower or
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guarantor to repay the loan. If we are forced to foreclose on a project prior to completion, we may be unable to recover
the entire unpaid portion of the loan. In addition, we may be required to fund additional amounts to complete a
project, incur taxes, maintenance and compliance costs for a foreclosed
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property and may have to hold the property for an indeterminate period of time, any of which could adversely affect
our business, financial condition and results of operations.

Because a significant portion of our loan portfolio is comprised of real estate loans, negative changes in the
economy affecting real estate values and liquidity could impair the value of collateral securing our real estate loans
and result in loan and other losses.

As of December 31, 2016, approximately $948.4 million, or 76.2%, of our total loans were loans with real estate as a
primary or secondary component of collateral. Real estate values in many Texas markets have experienced periods of
fluctuation over the last five years. The market value of real estate can fluctuate significantly in a short period of time.
As a result, adverse developments affecting real estate values and the liquidity of real estate in our primary markets or
in Texas generally could increase the credit risk associated with our loan portfolio, and could result in losses that
adversely affect credit quality, financial condition and results of operations. Negative changes in the economy
affecting real estate values and liquidity in our market areas could significantly impair the value of property pledged
as collateral on loans and affect our ability to sell the collateral upon foreclosure without a loss or additional losses.
Collateral may have to be sold for less than the outstanding balance of the loan, which could result in losses on such
loans. Such declines and losses would have an adverse effect on our business, financial condition and results of
operations. If real estate values decline, it is also more likely that we would be required to increase our allowance for
loan losses, which would adversely affect our business, financial condition and results of operations.

Appraisals and other valuation techniques we use in evaluating and monitoring loans secured by real property,
other real estate owned and repossessed personal property may not accurately describe the net value of the asset.

In considering whether to make a loan secured by real property, we generally require an appraisal of the property.
However, an appraisal is only an estimate of the value of the property at the time the appraisal is made, and, as real
estate values may change significantly in value in relatively short periods of time (especially in periods of heightened
economic uncertainty), this estimate may not accurately describe the net value of the real property collateral after the
loan is made. As a result, we may not be able to realize the full amount of any remaining indebtedness when we
foreclose on and sell the relevant property. In addition, we rely on appraisals and other valuation techniques to
establish the value of our other real estate owned, or OREO, and personal property that we acquire through foreclosure
proceedings and to determine certain loan impairments. If any of these valuations are inaccurate, our combined and
consolidated financial statements may not reflect the correct value of our OREO, and our allowance for loan losses
may not reflect accurate loan impairments. This could have an adverse effect on our business, financial condition or
results of operations. As of December 31, 2016, we held OREO and repossessed property and equipment that was
valued at $1.7 million and $3.5 million, respectively.

We engage in lending secured by real estate and may be forced to foreclose on the collateral and own the
underlying real estate, subjecting us to the costs and potential risks associated with the ownership of the real
property, or consumer protection initiatives or changes in state or federal law may substantially raise the cost of
foreclosure or prevent us from foreclosing at all.

Since we originate loans secured by real estate, we may have to foreclose on the collateral property to protect our
investment and may thereafter own and operate such property, in which case we would be exposed to the risks
inherent in the ownership of real estate. As of December 31, 2016, we held approximately $1.7 million in OREO in a
special purpose subsidiary that is currently marketed for sale. The amount that we, as a mortgagee, may realize after a
default is dependent upon factors outside of our control, including, but not limited to general or local economic
condition, environmental cleanup liability, assessments, interest rates, real estate tax rates, operating expenses of the
mortgaged properties, ability to obtain and maintain adequate occupancy of the properties, zoning laws, governmental
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amount of costs or size of the risks associated with the ownership of real estate, or writedowns in the value of other
real estate owned, could have an adverse effect on our business, financial condition and results of operations.

Additionally, consumer protection initiatives or changes in state or federal law may substantially increase the time and
expense associated with the foreclosure process or prevent us from foreclosing at all. While historically Texas has had
foreclosure laws that are favorable to lenders, a number of states in recent years have either considered or adopted
foreclosure reform laws that make it substantially more difficult and expensive for lenders to foreclose on properties
in default, and we cannot be certain that Texas will not adopt similar legislation in the future. Additionally, federal
regulators have prosecuted a number of mortgage servicing companies for alleged consumer law violations. If new
state or federal laws or regulations are ultimately enacted that significantly raise the cost of foreclosure or raise
outright barriers, such could have an adverse effect on our business, financial condition and results of operation.

A portion of our loan portfolio is comprised of commercial loans secured by receivables, inventory, equipment or
other commercial collateral, the deterioration in value of which could expose us to credit losses.

As of December 31, 2016, approximately $224.0 million, or 18.0%, of our total loans were commercial loans to
businesses. In general, these loans are collateralized by general business assets, including, among other things,
accounts receivable, inventory and equipment, and most are backed by a personal guaranty of the borrower or
principal. These commercial loans are typically larger in amount than loans to individuals and, therefore, have the
potential for larger losses on a single loan basis. Additionally, the repayment of commercial loans is subject to the
ongoing business operations of the borrower. The collateral securing such loans generally includes moveable property
such as equipment and inventory, which may decline in value more rapidly than we anticipate exposing us to
increased credit risk. In addition, a portion of our customer base, including customers in the energy and real estate
business, may be in industries which are particularly sensitive to commodity prices or market fluctuations, such as
energy prices. Accordingly, negative changes in commodity prices and real estate values and liquidity could impair
the value of the collateral securing these loans. Significant adverse changes in the economy or local market conditions
in which our commercial lending customers operate could cause rapid declines in loan collectability and the values
associated with general business assets resulting in inadequate collateral coverage that may expose us to credit losses
and could adversely affect our business, financial condition and results of operations.

Our allowance for loan losses may prove to be insufficient to absorb potential losses in our loan portfolio.

We maintain an allowance for loan losses that represents management�s judgment of probable losses and risks inherent
in our loan portfolio. As of December 31, 2016, our allowance for loan losses totaled $11.5 million, which represents
approximately 0.92% of our total loans. The level of the allowance reflects management�s continuing evaluation of
general economic conditions, diversification and seasoning of the loan portfolio, historic loss experience, identified
credit problems, delinquency levels and adequacy of collateral. The determination of the appropriate level of the
allowance for loan losses is inherently highly subjective and requires us to make significant estimates of and
assumptions regarding current credit risks and future trends, all of which may undergo material changes. Inaccurate
management assumptions, deterioration of economic conditions affecting borrowers, new information regarding
existing loans, identification or deterioration of additional problem loans, acquisition of problem loans and other
factors, both within and outside of our control, may require us to increase our allowance for loan losses. In addition,
our regulators, as an integral part of their periodic examination, review our methodology for calculating, and the
adequacy of, our allowance for loan losses and may direct us to make additions to the allowance based on their
judgments about information available to them at the time of their examination. Further, if actual charge-offs in future
periods exceed the amounts allocated to the allowance for loan losses, we may need additional provisions for loan
losses to restore the adequacy of our allowance for loan losses. Finally, the measure of our allowance for loan losses is
dependent on the adoption and interpretation of accounting standards. The Financial Accounting Standards Board
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issued a new credit impairment model, the Current Expected Credit Loss, or CECL model, which will become
applicable to us on January 1, 2020, though we may choose to adopt CECL on January 1, 2019, or may be encouraged
by our regulators to do so. CECL will require financial institutions to estimate and develop a provision for credit
losses at origination for the lifetime of the loan, as opposed to reserving for incurred or probable losses up to the
balance sheet date. Under the CECL model, credit deterioration would be reflected in the income statement in the
period of origination or acquisition of the loan, with changes in expected credit losses due to further credit
deterioration or improvement reflected in the periods in which the expectation changes. Accordingly, the CECL model
could require financial institutions like the Bank to increase their allowances for loan losses. Moreover, the CECL
model likely would create more volatility in our level of allowance for loan losses. If we are required to materially
increase our level of allowance for loan losses for any reason, such increase could adversely affect our business,
financial condition and results of operations.

If we fail to maintain effective internal control over financial reporting, we may not be able to report our financial
results accurately and timely, in which case our business may be harmed, investors may lose confidence in the
accuracy and completeness of our financial reports, we could be subject to regulatory penalties and the price of our
common stock may decline.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting and
for evaluating and reporting on that system of internal control. Our internal control over financial reporting is a
process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. As a public
company, we will be required to comply with the Sarbanes-Oxley Act and other rules that govern public companies.
In particular, we will be required to certify our compliance with Section 404 of the Sarbanes-Oxley Act beginning
with our second annual report on Form 10-K, which will require us to furnish annually a report by management on the
effectiveness of our internal control over financial reporting. In addition, unless we remain an emerging growth
company and elect additional transitional relief available to emerging growth companies, our independent registered
public accounting firm may be required to report on the effectiveness of our internal control over financial reporting
beginning as of that second annual report on Form 10-K.

We will continue to periodically test and update, as necessary, our internal control systems, including our financial
reporting controls. In addition, we have hired additional accounting personnel in anticipation of our transition from a
private company to a public company. Our actions, however, may not be sufficient to result in an effective internal
control environment, and any future failure to maintain effective internal control over financial reporting could impair
the reliability of our financial statements which in turn could harm our business, impair investor confidence in the
accuracy and completeness of our financial reports and our access to the capital markets and cause the price of our
common stock to decline and subject us to regulatory penalties.

We rely heavily on our executive management team and other key employees, and we could be adversely affected by
the unexpected loss of their services.

Our success depends in large part on the performance of our executive management team and other key personnel, as
well as on our ability to attract, motivate and retain highly qualified senior and middle management and other skilled
employees. Competition for qualified employees is intense, and the process of locating key personnel with the
combination of skills, attributes and business relationships required to execute our business plan may be lengthy. We
may not be successful in retaining our key employees, and the unexpected loss of services of one or more of our key
personnel could have an adverse effect on our business because of their skills, knowledge of and business
relationships within our primary markets, years of industry experience and the difficulty of promptly finding qualified
replacement personnel. If the services of any of our key personnel should become unavailable for any reason, we may
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We earn income by originating residential mortgage loans for resale in the secondary mortgage market, and
disruptions in that market could reduce our operating income.

Historically, we have earned income by originating mortgage loans for sale in the secondary market. A historical
focus of our loan origination and sales activities has been to enter into formal commitments and informal agreements
with larger banking companies and mortgage investors. Under these arrangements, we originate single family
mortgages that are priced and underwritten to conform to previously agreed criteria before loan funding and are
delivered to the investor shortly after funding. For the year ended December 31, 2015 and the year ended
December 31, 2016, we earned approximately $1.1 million and $1.7 million, respectively, from these activities.
However, in the recent past, disruptions in the secondary market for residential mortgage loans have limited the
market for, and liquidity of, most mortgage loans other than conforming Fannie Mae and Federal Home Loan
Mortgage Corporation, or Freddie Mac, loans. The effects of these disruptions in the secondary market for residential
mortgage loans may reappear.

In addition, because government-sponsored entities like Fannie Mae and Freddie Mac, who account for a substantial
portion of the secondary market, are governed by federal law, any future changes in laws that significantly affect the
activity of these entities could, in turn, adversely affect our operations. In September 2008, Fannie Mae and Freddie
Mac were placed into conservatorship by the federal government. The federal government has for many years
considered proposals to reform Fannie Mae and Freddie Mac, but the results of any such reform and their impact on us
are difficult to predict. To date, no reform proposal has been enacted.

These disruptions may not only affect us but also the ability and desire of mortgage investors and other banks to
purchase residential mortgage loans that we originate. As a result, we may not be able to maintain or grow the income
we receive from originating and reselling residential mortgage loans, which would reduce our operating income.
Additionally, we may be required to hold mortgage loans that we originated for sale, increasing our exposure to
interest rate risk and the value of the residential real estate that serves as collateral for the mortgage loan.

Delinquencies, defaults and foreclosures in residential mortgages create a higher risk of repurchases and
indemnity requests.

We originate residential mortgage loans for sale to government-sponsored enterprises, such as Fannie Mae, Freddie
Mac and other investors. As a part of this process, we make various representations and warranties to these purchasers
that are tied to the underwriting standards under which the investors agreed to purchase the loan. If a representation or
warranty proves to be untrue, we could be required to repurchase one or more of the mortgage loans or indemnify the
investor. Repurchase and indemnity obligations tend to increase during weak economic times, as investors seek to
pass on the risks associated with mortgage loan delinquencies to the originator of the mortgage. In 2013 and 2014, we
repurchased three residential mortgage loans sold to government-sponsored enterprises with an aggregate principal
amount of $405,000, all of which were fully paid with no remaining principal balance as of December 31, 2016. If we
are forced to repurchase additional mortgage loans that we have previously sold to investors, or indemnify those
investors, our business, financial condition and results of operations could be adversely affected.

A lack of liquidity could impair our ability to fund operations and adversely impact our business, financial
condition and results of operations.

Liquidity is essential to our business. We rely on our ability to generate deposits and effectively manage the
repayment and maturity schedules of our loans and investment securities, respectively, to ensure that we have
adequate liquidity to fund our operations. An inability to raise funds through deposits, borrowings, the sale of our
investment securities, the sale of loans, and other sources could have a substantial negative effect on our liquidity.

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 58



27

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 59



Table of Contents

Our most important source of funds is deposits. As of December 31, 2016, approximately $1.2 billion, or 78.3%, of
our total deposits were demand, savings and money market accounts. Historically our savings, money market deposit
accounts and demand accounts have been stable sources of funds However, these deposits are subject to potentially
dramatic fluctuations in availability or price due to certain factors that may be outside of our control, such as a loss of
confidence by customers in us or the banking sector generally, customer perceptions of our financial health and
general reputation, increasing competitive pressures from other financial services firms for consumer or corporate
customer deposits, changes in interest rates and returns on other investment classes, which could result in significant
outflows of deposits within short periods of time or significant changes in pricing necessary to maintain current
customer deposits or attract additional deposits, increasing our funding costs and reducing our net interest income and
net income.

The $341.6 million remaining balance of deposits consisted of certificates of deposit, of which $252.0 million, or
16.0% of our total deposits, were due to mature within one year. Historically, a majority of our certificates of deposit
are renewed upon maturity as long as we pay competitive interest rates. These customers are, however, interest-rate
conscious and may be willing to move funds into higher-yielding investment alternatives. If customers transfer money
out of the Bank�s deposits and into other investments such as money market funds, we would lose a relatively low-cost
source of funds, increasing our funding costs and reducing our net interest income and net income.

Other primary sources of funds consist of cash flows from operations, maturities and sales of investment securities,
and proceeds from the issuance and sale of our equity and debt securities to investors. Additional liquidity is provided
by our ability to borrow from the Federal Reserve Bank of Dallas and the Federal Home Loan Bank of Dallas, or the
FHLB. We also may borrow funds from third-party lenders, such as other financial institutions. Our access to funding
sources in amounts adequate to finance or capitalize our activities, or on terms that are acceptable to us, could be
impaired by factors that affect us directly or the financial services industry or economy in general, such as disruptions
in the financial markets or negative views and expectations about the prospects for the financial services industry. Our
access to funding sources could also be affected by a decrease in the level of our business activity as a result of a
downturn in Texas or by one or more adverse regulatory actions against us.

Any decline in available funding could adversely impact our ability to originate loans, invest in securities, meet our
expenses, or fulfill obligations such as repaying our borrowings or meeting deposit withdrawal demands, any of which
could, in turn, have an adverse effect on our business, financial condition and results of operations.

We may need to raise additional capital in the future, and such capital may not be available when needed or at all.

We may need to raise additional capital, in the form of additional debt or equity, in the future to have sufficient capital
resources and liquidity to meet our commitments and fund our business needs and future growth, particularly if the
quality of our assets or earnings were to deteriorate significantly. Our ability to raise additional capital, if needed, will
depend on, among other things, conditions in the capital markets at that time, which are outside of our control, and our
financial condition. Economic conditions and a loss of confidence in financial institutions may increase our cost of
funding and limit access to certain customary sources of capital, including interbank borrowings, repurchase
agreements and borrowings from the discount window of the Federal Reserve System. We may not be able to obtain
capital on acceptable terms � or at all. Any occurrence that may limit our access to the capital markets, such as a
decline in the confidence of debt purchasers, depositors of our bank or counterparties participating in the capital
markets or other disruption in capital markets, may adversely affect our capital costs and our ability to raise capital
and, in turn, our liquidity. Further, if we need to raise capital in the future, we may have to do so when many other
financial institutions are also seeking to raise capital and would then have to compete with those institutions for
investors. An inability to raise additional capital on acceptable terms when needed could have a material adverse
effect on our business, financial condition or results of operations.
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We have a concentration of deposit accounts with state and local municipalities that is a material source of our
funding, and the loss of these deposits or significant fluctuations in balances held by these public bodies could
force us to fund our business through more expensive and less stable sources.

As of December 31, 2016, $316.4 million, or approximately 20.1%, of our total deposits consisted of deposit accounts
of public bodies, such as state or local municipalities, or public funds. These types of deposits are often secured and
typically fluctuate on a seasonal basis due to timing differences between tax collection and expenditures. Withdrawals
of deposits or significant fluctuation in a material portion of our largest public fund depositors could force us to rely
more heavily on borrowings and other sources of funding for our business and withdrawal demands, adversely
affecting our net interest margin and results of operations. We may also be forced, as a result of any withdrawal of
deposits, to rely more heavily on other, potentially more expensive and less stable funding sources. Consequently, the
occurrence of any of these events could have an adverse effect on our business, financial condition and results of
operations.

We are subject to interest rate risk and fluctuations in interest rates may adversely affect our earnings.

The majority of our banking assets and liabilities are monetary in nature and subject to risk from changes in interest
rates. Like most financial institutions, our earnings are significantly dependent on our net interest income, the
principal component of our earnings, which is the difference between interest earned by us from our interest-earning
assets, such as loans and investment securities, and interest paid by us on our interest-bearing liabilities, such as
deposits and borrowings. We expect that we will periodically experience �gaps� in the interest rate sensitivities of our
assets and liabilities, meaning that either our interest-bearing liabilities will be more sensitive to changes in market
interest rates than our interest-earning assets, or vice versa. In either event, if market interest rates should move
contrary to our position, this �gap� will negatively impact our earnings. The impact on earnings is more adverse when
the slope of the yield curve flattens, that is, when short-term interest rates increase more than long-term interest rates
or when long-term interest rates decrease more than short-term interest rates. Many factors impact interest rates,
including governmental monetary policies, inflation, recession, changes in unemployment, the money supply and
international economic weakness and disorder and instability in domestic and foreign financial markets. As of
December 31, 2016, approximately 51.1% of our interest-earning assets and approximately 68.5% of our
interest-bearing liabilities had a variable rate. Our interest rate sensitivity profile was asset sensitive as of
December 31, 2016, meaning that we estimate our net interest income would increase more from rising interest rates
than from falling interest rates.

Interest rate increases often result in larger payment requirements for our borrowers, which increases the potential for
default and could result in a decrease in the demand for loans. At the same time, the marketability of the property
securing a loan may be adversely affected by any reduced demand resulting from higher interest rates. In a declining
interest rate environment, there may be an increase in prepayments on loans as borrowers refinance their loans at
lower rates. In addition, in a low interest rate environment, loan customers often pursue long-term fixed rate credits,
which could adversely affect our earnings and net interest margin if rates increase. Changes in interest rates also can
affect the value of loans, securities and other assets. An increase in interest rates that adversely affects the ability of
borrowers to pay the principal or interest on loans may lead to an increase in nonperforming assets and a reduction of
income recognized, which could have an adverse effect on our results of operations and cash flows. Further, when we
place a loan on nonaccrual status, we reverse any accrued but unpaid interest receivable, which decreases interest
income. At the same time, we continue to have a cost to fund the loan, which is reflected as interest expense, without
any interest income to offset the associated funding expense. Thus, an increase in the amount of nonperforming assets
would have an adverse impact on net interest income. If short-term interest rates continue to remain at their
historically low levels for a prolonged period and assuming longer-term interest rates fall further, we could experience
net interest margin compression as our interest-earning assets would continue to reprice downward while our
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Our business is concentrated in, and largely dependent upon, the continued growth and welfare of our primary
markets, and adverse economic conditions in these markets could negatively impact our operations and customers.

Our business, financial condition and results of operations are affected by changes in the economic conditions of our
primary markets of East Texas, Bryan/College Station, Texas and the Dallas/Fort Worth metroplex. Our success
depends to a significant extent upon the business activity, population, income levels, employment trends, deposits and
real estate activity in our primary markets. Economic conditions within our primary markets, and the state of Texas in
general, are influenced by the energy sector generally and the price of oil and gas specifically. Although our customers�
business and financial interests may extend well beyond our primary markets, adverse conditions that affect our
primary markets, including future declines in oil prices, could reduce our growth rate, affect the ability of our
customers to repay their loans, affect the value of collateral underlying our loans, affect our ability to attract deposits
and generally affect our business, financial condition, results of operations and future prospects. Due to our
geographic concentration within our primary markets, we may be less able than other larger regional or national
financial institutions to diversify our credit risks across multiple markets.

We face strong competition from financial services companies and other companies that offer banking services.

We operate in the highly competitive financial services industry and face significant competition for customers from
financial institutions located both within and beyond our principal markets. We compete with commercial banks,
savings banks, credit unions, nonbank financial services companies and other financial institutions operating within or
near the areas we serve. Additionally, certain large banks headquartered outside of our markets and large community
banking institutions target the same customers we do. In addition, as customer preferences and expectations continue
to evolve, technology has lowered barriers to entry and made it possible for banks to expand their geographic reach by
providing services over the internet and for nonbanks to offer products and services traditionally provided by banks,
such as automatic transfer and automatic payment systems. The banking industry is experiencing rapid changes in
technology, and, as a result, our future success will depend in part on our ability to address our customers� needs by
using technology. Customer loyalty can be influenced by a competitor�s new products, especially offerings that could
provide cost savings or a higher return to the customer. Increased lending activity of competing banks following the
recent downturn has also led to increased competitive pressures on loan rates and terms for high-quality credits. We
may not be able to compete successfully with other financial institutions in our markets, and we may have to pay
higher interest rates to attract deposits, accept lower yields to attract loans and pay higher wages for new employees,
resulting in lower net interest margins and reduced profitability.

Many of our non-bank competitors are not subject to the same extensive regulations that govern our activities and may
have greater flexibility in competing for business. The financial services industry could become even more
competitive as a result of legislative, regulatory and technological changes and continued consolidation. In addition,
some of our current commercial banking customers may seek alternative banking sources as they develop needs for
credit facilities larger than we may be able to accommodate. Our inability to compete successfully in the markets in
which we operate could have an adverse effect on our business, financial condition or results of operations.

Our trust and wealth management division derives its revenue from noninterest income and is subject to
operational, compliance, reputational, fiduciary and strategic risks that could adversely affect our business,
financial condition and results of operations.

Our trust and wealth management division subjects us to a number of different risks from our commercial activities,
any of which could adversely affect our business, financial condition and results of operations. Operational or
compliance risk entails inadequate or failed internal processes, people and systems or
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changes driven by external events. Success in the trust and wealth management business is highly dependent on
reputation. Damage to our reputation from negative opinion in the marketplace could adversely impact both revenue
and net income. Such results could also be affected by errors in judgment by management or the board, the improper
implementation of business decisions or by unexpected external events. Our success in this division is also dependent
upon our continuing ability to generate investment results that satisfy our clients and attract prospective clients, which
may be adversely impacted by factors that are outside of our control. In addition, our trust and wealth management
division is subject to fiduciary risks and risks associated with adverse decisions regarding the scope of fiduciary
liabilities. If any claims or legal actions regarding our fiduciary role are not resolved in a manner favorable to us, we
may be exposed to significant financial liability and our reputation could be damaged. Either of these results may
adversely impact demand for our products and services, including those unrelated to our trust and wealth management
division, or otherwise have an adverse effect on our business, financial condition or results of operation.

Additional risks resulting from our mortgage warehouse lending business could have an adverse effect on our
business, financial condition and results of operations.

A portion of our lending involves the origination of mortgage warehouse lines of credit. Risks associated with our
mortgage warehouse loans include credit risks relating to the mortgage bankers that borrow from us, including the risk
of intentional misrepresentation or fraud; changes in the market value of mortgage loans originated by the mortgage
banker, the sale of which is the expected source of repayment of the borrowings under a warehouse line of credit, due
to changes in interest rates during the time in warehouse; and originations of mortgage loans that are unsalable or
impaired, which could lead to decreased collateral value and the failure of a purchaser of the mortgage loan to
ultimately purchase the loan from the mortgage banker. Any one or a combination of these events may adversely
affect our loan portfolio and may result in increased delinquencies, loan losses and increased future provision levels,
which, in turn, could adversely affect our business, financial condition and results of operations.

New lines of business, products, product enhancements or services may subject us to additional risks.

From time to time, we implement new lines of business, or offer new products and product enhancements as well as
new services within our existing lines of business and we will continue to do so in the future. For example, in 2015,
we established our warehouse mortgage lending division and plan to launch our new eWarehouse platform for this
division in the second quarter of 2017, which we expect will be one of a only a few such platforms offered by banks
nationally. We also have plans to enhance our trust and wealth management division. There are substantial risks and
uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. In
implementing, developing or marketing new lines of business, products, product enhancements or services, we may
invest significant time and resources, although we may not assign the appropriate level of resources or expertise
necessary to make these new lines of business, products, product enhancements or services successful or to realize
their expected benefits. Further, initial timetables for the introduction and development of new lines of business,
products, product enhancements or services may not be achieved, and price and profitability targets may not prove
feasible. External factors, such as compliance with regulations, competitive alternatives and shifting market
preferences, may also impact the ultimate implementation of a new line of business or offerings of new products,
product enhancements or services. Furthermore, any new line of business, product, product enhancement or service
could have a significant impact on the effectiveness of our system of internal controls. Failure to successfully manage
these risks in the development and implementation of new lines of business or offerings of new products, product
enhancements or services could have an adverse impact on our business, financial condition or results of operations.

Negative public opinion regarding our company or failure to maintain our reputation in the communities we serve
could adversely affect our business and prevent us from growing our business.
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relationships with our customers and being active members of the communities we serve. As such, we strive to
enhance our reputation by recruiting, hiring and retaining employees who share our core values of being an integral
part of the communities we serve and delivering superior service to our customers. If our reputation is negatively
affected by the actions of our employees or otherwise, we may be less successful in attracting new talent and
customers or may lose existing customers, and our business, financial condition and results of operations could be
adversely affected. Further, negative public opinion can expose us to litigation and regulatory action and delay and
impede our efforts to implement our expansion strategy, which could further adversely affect our business, financial
condition and results of operations.

We could recognize losses on investment securities held in our securities portfolio, particularly if interest rates
increase or economic and market conditions deteriorate.

While we attempt to invest a significant majority of our total assets in loans (our loan to asset ratio was 67.5% as of
December 31, 2016), we invest a percentage of our total assets (18.9% as of December 31, 2016) in investment
securities with the primary objectives of providing a source of liquidity, providing an appropriate return on funds
invested, managing interest rate risk, meeting pledging requirements and meeting regulatory capital requirements. As
of December 31, 2016, the fair value of our available for sale investment securities portfolio was $156.9 million,
which included a net unrealized loss of $3.3 million. Factors beyond our control can significantly and adversely
influence the fair value of securities in our portfolio. For example, fixed-rate securities are generally subject to
decreases in market value when interest rates rise. Additional factors include, but are not limited to, rating agency
downgrades of the securities, defaults by the issuer or individual borrowers with respect to the underlying securities,
and instability in the credit markets. Any of the foregoing factors could cause other-than-temporary impairment in
future periods and result in realized losses. The process for determining whether impairment is other-than-temporary
usually requires difficult, subjective judgments about the future financial performance of the issuer and any collateral
underlying the security in order to assess the probability of receiving all contractual principal and interest payments on
the security. As of December 31, 2016, there was other-than-temporary impairment in the amount of $324,495 that we
recognized in 2013 related to one non-agency security in our investment portfolio with a $2.9 million carrying value.
Because of changing economic and market conditions affecting interest rates, the financial condition of issuers of the
securities and the performance of the underlying collateral, we may recognize realized and/or unrealized losses in
future periods, which could have an adverse effect on our business, financial condition and results of operations.

The accuracy of our financial statements and related disclosures could be affected if the judgments, assumptions or
estimates used in our critical accounting policies are inaccurate.

The preparation of financial statements and related disclosures in conformity with GAAP requires us to make
judgments, assumptions and estimates that affect the amounts reported in our consolidated financial statements and
accompanying notes. Our critical accounting policies, which are included in the section captioned �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� in this prospectus, describe those
significant accounting policies and methods used in the preparation of our consolidated financial statements that we
consider �critical� because they require judgments, assumptions and estimates that materially affect our consolidated
financial statements and related disclosures. As a result, if future events or regulatory views concerning such analysis
differ significantly from the judgments, assumptions and estimates in our critical accounting policies, those events or
assumptions could have a material impact on our consolidated financial statements and related disclosures, in each
case resulting in our needing to revise or restate prior period financial statements, cause damage to our reputation and
the price of our common stock, and adversely affect our business, financial condition and results of operations.

There could be material changes to our financial statements and disclosures if there are changes in accounting
standards or regulatory interpretations of existing standards
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result in us being subject to new or changing accounting and reporting standards. In addition, the bodies that interpret
the accounting standards (such as banking regulators or outside auditors) may change their interpretations or positions
on how new or existing standards should be applied. These changes may be beyond our control, can be hard to predict
and can materially impact how we record and report our financial condition and results of operations. In some cases,
we could be required to apply a new or revised standard retrospectively, or apply an existing standard differently and
retrospectively, in each case resulting in our needing to revise or restate prior period financial statements, which could
materially change our financial statements and related disclosures, cause damage to our reputation and the price of our
common stock, and adversely affect our business, financial condition and results of operations.

Our operations could be interrupted if our third-party service providers experience difficulty, terminate their
services or fail to comply with banking regulations.

We outsource some of our operational activities and accordingly depend on a number of relationships with third-party
service providers. Specifically, we rely on third parties for certain services, including, but not limited to, core systems
support, informational website hosting, internet services, online account opening and other processing services. Our
business depends on the successful and uninterrupted functioning of our information technology and
telecommunications systems and third-party servicers. The failure of these systems, a cyber security breach involving
any of our third-party service providers, or the termination or change in terms of a third-party software license or
service agreement on which any of these systems is based, could interrupt our operations. Because our information
technology and telecommunications systems interface with and depend on third-party systems, we could experience
service denials if demand for such services exceeds capacity or such third-party systems fail or experience
interruptions. Replacing vendors or addressing other issues with our third-party service providers could entail
significant delay, expense and disruption of service.

As a result, if these third-party service providers experience difficulties, are subject to cyber security breaches, or
terminate their services, and we are unable to replace them with other service providers, particularly on a timely basis,
our operations could be interrupted. If an interruption were to continue for a significant period of time, our business,
financial condition and results of operations could be adversely affected. Even if we are able to replace third-party
service providers, it may be at a higher cost to us, which could adversely affect our business, financial condition and
results of operations.

In addition, the Bank�s primary federal regulator, the Office of the Comptroller of the Currency, or OCC, has recently
issued guidance outlining the expectations for third-party service provider oversight and monitoring by financial
institutions. The federal banking agencies, including the OCC, have recently issued enforcement actions against
financial institutions for failure in oversight of third-party providers and violations of federal banking law by such
providers when performing services for financial institutions. Accordingly, our operations could be interrupted if any
of our third-party service providers experience difficulty, are subject to cyber security breaches, terminate their
services or fail to comply with banking regulations, which could adversely affect our business, financial condition and
results of operations. In addition, our failure to adequately oversee the actions of our third-party service providers
could result in regulatory actions against the Bank, which could adversely affect our business, financial condition and
results of operations.

System failure or cyber security breaches of our network security could subject us to increased operating costs as
well as litigation and other potential losses.

Our computer systems and network infrastructure could be vulnerable to hardware and cyber security issues. Our
operations are dependent upon our ability to protect our computer equipment against damage from fire, power loss,
telecommunications failure or a similar catastrophic event. We could also experience a breach by intentional or
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network infrastructure, including our digital, mobile and internet banking activities, against damage from physical
break-ins, cyber security breaches and other disruptive problems caused by the internet or other users. Such computer
break-ins and other disruptions would jeopardize the security of information stored in and transmitted through our
computer systems and network infrastructure, which may result in significant liability, damage our reputation and
inhibit the use of our internet banking services by current and potential customers. We regularly add additional
security measures to our computer systems and network infrastructure to mitigate the possibility of cyber security
breaches, including firewalls and penetration testing. However, it is difficult or impossible to defend against every risk
being posed by changing technologies as well as acts of cyber-crime. Increasing sophistication of cyber criminals and
terrorists make keeping up with new threats difficult and could result in a system breach. Controls employed by our
information technology department and cloud vendors could prove inadequate. A breach of our security that results in
unauthorized access to our data could expose us to a disruption or challenges relating to our daily operations, as well
as to data loss, litigation, damages, fines and penalties, significant increases in compliance costs and reputational
damage, any of which could have an adverse effect on our business, financial condition and results of operations.

We have a continuing need for technological change, and we may not have the resources to effectively implement
new technology, or we may experience operational challenges when implementing new technology or technology
needed to compete effectively with larger institutions may not be available to us on a cost effective basis.

The financial services industry is undergoing rapid technological changes with frequent introductions of new
technology-driven products and services. In addition to better serving customers, the effective use of technology
increases efficiency and enables financial institutions to reduce costs. Our future success will depend, at least in part,
upon our ability to address the needs of our customers by using technology to provide products and services that will
satisfy customer demands for convenience as well as to create additional efficiencies in our operations as we continue
to grow and expand our products and service offerings. We may experience operational challenges as we implement
these new technology enhancements or products, which could impair our ability to realize the anticipated benefits
from such new technology or require us to incur significant costs to remedy any such challenges in a timely manner.

Many of our larger competitors have substantially greater resources to invest in technological improvements. Third
parties upon which we rely for our technology needs may not be able to develop on a cost effective basis systems that
will enable us to keep pace with such developments. As a result, they may be able to offer additional or superior
products compared to those that we will be able to provide, which would put us at a competitive disadvantage. We
may lose customers seeking new technology-driven products and services to the extent we are unable to provide such
products and services. Accordingly, the ability to keep pace with technological change is important and the failure to
do so could adversely affect our business, financial condition and results of operations.

We are subject to certain operational risks, including, but not limited to, customer, employee or third-party fraud
and data processing system failures and errors.

Employee errors and employee or customer misconduct could subject us to financial losses or regulatory sanctions
and seriously harm our reputation. Misconduct by our employees could include hiding unauthorized activities from us,
improper or unauthorized activities on behalf of our customers or improper use of confidential information. It is not
always possible to prevent employee errors and misconduct, and the precautions we take to prevent and detect this
activity may not be effective in all cases. Employee errors could also subject us to financial claims for negligence.

We maintain a system of internal controls to mitigate operational risks, including data processing system failures and
errors and customer or employee fraud, as well as insurance coverage designed to protect us from material losses
associated with these risks, including losses resulting from any associated business
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interruption. If our internal controls fail to prevent or detect an occurrence, or if any resulting loss is not insured or
exceeds applicable insurance limits, it could adversely affect our business, financial condition and results of
operations.

In addition, we rely heavily upon information supplied by third parties, including the information contained in credit
applications, property appraisals, title information, equipment pricing and valuation and employment and income
documentation, in deciding which loans we will originate, as well as the terms of those loans. If any of the information
upon which we rely is misrepresented, either fraudulently or inadvertently, and the misrepresentation is not detected
prior to loan funding, the value of the loan may be significantly lower than expected, or we may fund a loan that we
would not have funded or on terms we would not have extended. Whether a misrepresentation is made by the
applicant or another third party, we generally bear the risk of loss associated with the misrepresentation. A loan
subject to a material misrepresentation is typically unsellable or subject to repurchase if it is sold prior to detection of
the misrepresentation. The sources of the misrepresentations are often difficult to locate, and it is often difficult to
recover any of the resulting monetary losses we may suffer, which could adversely affect our business, financial
condition and results of operations.

Our primary markets are susceptible to natural disasters and other catastrophes that could negatively impact the
economies of our markets, our operations or our customers, any of which could have an adverse effect on us.

A significant portion of our business is generated from our primary markets of East Texas, Bryan/College Station,
Texas and the Dallas/Fort Worth metroplex, which are susceptible to damage by tornadoes, floods, droughts and other
natural disasters and adverse weather. In addition to natural disasters, man-made events, such as acts of terror and
governmental response to acts of terror, malfunction of the electronic grid and other infrastructure breakdowns, could
adversely affect economic conditions in our primary markets. These catastrophic events can disrupt our operations,
cause widespread property damage, and severely depress the local economies in which we operate. If the economies in
our primary markets experience an overall decline as a result of a catastrophic event, demand for loans and our other
products and services could be reduced. In addition, the rates of delinquencies, foreclosures, bankruptcies and losses
on loan portfolios may increase substantially, as uninsured property losses or sustained job interruption or loss may
materially impair the ability of borrowers to repay their loans. Moreover, the value of real estate or other collateral
that secures the loans could be materially and adversely affected by a catastrophic event. A natural disaster or other
catastrophic event could, therefore, result in decreased revenue and loan losses that have an adverse effect on our
business, financial condition and results of operations.

We may be subject to environmental liabilities in connection with the real properties we own and the foreclosure on
real estate assets securing our loan portfolio.

In the course of our business, we may purchase real estate in connection with our acquisition and expansion efforts, or
we may foreclose on and take title to real estate or otherwise be deemed to be in control of property that serves as
collateral on loans we make. As a result, we could be subject to environmental liabilities with respect to those
properties. We may be held liable to a governmental entity or to third parties for property damage, personal injury,
investigation and clean-up costs incurred by these parties in connection with environmental contamination, or we may
be required to investigate or clean up hazardous or toxic substances or chemical releases at a property. The costs
associated with investigation or remediation activities could be substantial. In addition, if we are the owner or former
owner of a contaminated site, we may be subject to common law claims by third parties based on damages and costs
resulting from environmental contamination emanating from the property.

The cost of removal or abatement may substantially exceed the value of the affected properties or the loans secured by
those properties, we may not have adequate remedies against the prior owners or other responsible parties and we may
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any such removal or abatement procedures. If material environmental problems are discovered before foreclosure, we
generally will not foreclose on the related collateral or will transfer ownership of the loan to a subsidiary. It should be
noted, however, that the transfer of the property or loans to a subsidiary may not protect us from environmental
liability. Furthermore, despite these actions on our part, the value of the property as collateral will generally be
substantially reduced or we may elect not to foreclose on the property and, as a result, we may suffer a loss upon
collection of the loan. Any significant environmental liabilities could have an adverse effect on our business, financial
condition and results of operations.

We are subject to claims and litigation pertaining to intellectual property.

Banking and other financial services companies, such as our company, rely on technology companies to provide
information technology products and services necessary to support their day-to-day operations. Technology
companies frequently enter into litigation based on allegations of patent infringement or other violations of intellectual
property rights. In addition, patent holding companies seek to monetize patents they have purchased or otherwise
obtained. Competitors of our vendors, or other individuals or companies, may from time to time claim to hold
intellectual property sold to us by our vendors. Such claims may increase in the future as the financial services sector
becomes more reliant on information technology vendors. The plaintiffs in these actions frequently seek injunctions
and substantial damages.

Regardless of the scope or validity of such patents or other intellectual property rights, or the merits of any claims by
potential or actual litigants, we may have to engage in protracted litigation. Such litigation is often expensive,
time-consuming, disruptive to our operations and distracting to management. If we are found to infringe one or more
patents or other intellectual property rights, we may be required to pay substantial damages or royalties to a third
party. In certain cases, we may consider entering into licensing agreements for disputed intellectual property, although
no assurance can be given that such licenses can be obtained on acceptable terms or that litigation will not occur.
These licenses may also significantly increase our operating expenses. If legal matters related to intellectual property
claims were resolved against us or settled, we could be required to make payments in amounts that could have an
adverse effect on our business, financial condition and results of operations.

If the goodwill that we have recorded or may record in connection with a business acquisition becomes impaired, it
could require charges to earnings.

Goodwill represents the amount by which the cost of an acquisition exceeded the fair value of net assets we acquired
in connection with the purchase of another financial institution. We review goodwill for impairment at least annually,
or more frequently if a triggering event occurs which indicates that the carrying value of the asset might be impaired.

Our goodwill impairment test involves a two-step process. Under the first step, the estimation of fair value of the
reporting unit is compared to its carrying value including goodwill. If step one indicates a potential impairment, the
second step is performed to measure the amount of impairment, if any. If the carrying amount of the reporting unit
goodwill exceeds the implied fair value of that goodwill, an impairment loss is recognized in an amount equal to that
excess. Any such adjustments are reflected in our results of operations in the periods in which they become known. As
of December 31, 2016, our goodwill totaled $18.7 million. While we have not recorded any impairment charges since
we initially recorded the goodwill, there can be no assurance that our future evaluations of our existing goodwill or
goodwill we may acquire in the future will not result in findings of impairment and related write-downs, which could
adversely affect our business, financial condition and results of operations.
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Risks Related to the Regulation of Our Industry

The ongoing implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the
Dodd-Frank Act, could adversely affect our business, financial condition, and results of operations.

On July 21, 2010, the Dodd-Frank Act was signed into law, and the process of implementation is ongoing. The
Dodd-Frank Act imposes significant regulatory and compliance changes on many industries, including ours. There
remains significant uncertainty surrounding the manner in which the provisions of the Dodd-Frank Act will ultimately
be implemented by the various regulatory agencies and the full extent of the impact of the requirements on our
operations is unclear, especially in light of the Trump administration�s recent executive order calling for a full review
of the Dodd-Frank Act and the regulations promulgated under it. The changes resulting from the Dodd-Frank Act may
impact the profitability of our business activities, require changes to certain of our business practices, require the
development of new compliance infrastructure, impose upon us more stringent capital, liquidity and leverage
requirements or otherwise adversely affect our business. These changes may also require us to invest significant
management attention and resources to evaluate and make any changes necessary to comply with new statutory and
regulatory requirements. Failure to comply with the new requirements or with any future changes in laws or
regulations could adversely affect our business, financial condition and results of operations.

We operate in a highly regulated environment and the laws and regulations that govern our operations, corporate
governance, executive compensation and accounting principles, or changes in them, or our failure to comply with
them, could adversely affect us.

Banking is highly regulated under federal and state law. As such, we are subject to extensive regulation, supervision
and legal requirements that govern almost all aspects of our operations. These laws and regulations are not intended to
protect our shareholders. Rather, these laws and regulations are intended to protect customers, depositors, the Deposit
Insurance Fund and the overall financial stability of the United States. These laws and regulations, among other
matters, prescribe minimum capital requirements, impose limitations on the business activities in which we can
engage, limit the dividend or distributions that the Bank can pay to us, restrict the ability of institutions to guarantee
our debt and impose certain specific accounting requirements on us that may be more restrictive and may result in
greater or earlier charges to earnings or reductions in our capital than GAAP would require. Compliance with laws
and regulations can be difficult and costly, and changes to laws and regulations often impose additional operating
costs. Our failure to comply with these laws and regulations, even if the failure follows good faith effort or reflects a
difference in interpretation, could subject us to restrictions on our business activities, enforcement actions and fines
and other penalties, any of which could adversely affect our results of operations, regulatory capital levels and the
price of our securities. Further, any new laws, rules and regulations, such as the Dodd-Frank Act, could make
compliance more difficult or expensive or otherwise adversely affect our business, financial condition and results of
operations.

Federal banking agencies periodically conduct examinations of our business, including compliance with laws and
regulations, and our failure to comply with any supervisory actions to which we are or become subject as a result of
such examinations could adversely affect us.

As part of the bank regulatory process, the OCC and the Board of Governors of the Federal Reserve System, or
Federal Reserve, periodically conduct examinations of our business, including compliance with laws and regulations.
If, as a result of an examination, one of these federal banking agencies were to determine that the financial condition,
capital resources, asset quality, earnings prospects, management, liquidity, asset sensitivity, risk management or other
aspects of any of our operations have become unsatisfactory, or that our Company, the Bank or their respective
management were in violation of any law or regulation, it may take a number of different remedial actions as it deems
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growth, to assess civil monetary penalties against us, the Bank or their respective officers or directors, to remove
officers and directors and, if it is concluded that such conditions cannot be corrected or there is an imminent risk of
loss to depositors, to terminate the Bank�s deposit insurance. If we become subject to such regulatory actions, our
business, financial condition, results of operations and reputation could be adversely affected.

We recently became subject to more stringent capital requirements, which may result in lower returns on equity,
require the raising of additional capital, limit our ability to repurchase shares or pay dividends and discretionary
bonuses, or result in regulatory action.

The Dodd-Frank Act requires the federal banking agencies to establish stricter risk-based capital requirements and
leverage limits to apply to banks and bank and savings and loan holding companies. In July 2013, the federal banking
agencies published new capital rules, referred to herein as the Basel III capital rules, which revised their risk-based
and leverage capital requirements and their method for calculating risk-weighted assets. The Basel III capital rules
apply to all bank holding companies with $1.0 billion or more in consolidated assets and all banks regardless of size.
The Basel III capital rules became effective as applied to us on January 1, 2015, with a phase-in period for the new
capital conservation buffer that generally extends from January 1, 2015 through January 1, 2019. See �Supervision and
Regulation � Guaranty Bancshares, Inc. � New Rules on Regulatory Capital.�

As a result of the enactment of the Basel III capital rules, we became subject to increased required capital levels. Our
inability to comply with these more stringent capital requirements could, among other things, result in lower returns
on equity; require the raising of additional capital; limit our ability to repurchase shares or pay dividends and
discretionary bonuses; or result in regulatory actions, any of which could adversely affect our business, financial
condition and results of operation.

Many of our new activities and expansion plans require regulatory approvals, and failure to obtain them may
restrict our growth.

We intend to complement and expand our business by pursuing strategic acquisitions of financial institutions and
other complementary businesses. Generally, we must receive federal regulatory approval before we can acquire an
FDIC-insured depository institution or related business. In determining whether to approve a proposed acquisition,
federal banking regulators will consider, among other factors, the effect of the acquisition on competition, our
financial condition, our future prospects, and the impact of the proposal on U.S. financial stability. The regulators also
review current and projected capital ratios and levels, the competence, experience and integrity of management and its
record of compliance with laws and regulations, the convenience and needs of the communities to be served
(including the acquiring institution�s record of compliance under the Community Reinvestment Act, or the CRA) and
the effectiveness of the acquiring institution in combating money laundering activities. Such regulatory approvals may
not be granted on terms that are acceptable to us, or at all. We may also be required to sell banking locations as a
condition to receiving regulatory approval, which condition may not be acceptable to us or, if acceptable to us, may
reduce the benefit of any acquisition.

In addition to the acquisition of existing financial institutions, as opportunities arise, we plan to continue de novo
branching as a part of our expansion strategy. De novo branching and acquisitions carry with them numerous risks,
including the inability to obtain all required regulatory approvals. The failure to obtain these regulatory approvals for
potential future strategic acquisitions and de novo banking locations could impact our business plans and restrict our
growth.

Financial institutions, such as the Bank, face a risk of noncompliance and enforcement action with the Bank
Secrecy Act and other anti-money laundering statutes and regulations.
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regulations require financial institutions, among other duties, to institute and maintain an effective anti-money
laundering program and file suspicious activity and currency transaction reports as appropriate. The Financial Crimes
Enforcement Network, established by the U.S. Department of the Treasury, or the Treasury Department, to administer
the Bank Secrecy Act, is authorized to impose significant civil money penalties for violations of those requirements
and has recently engaged in coordinated enforcement efforts with the individual federal banking regulators, as well as
the U.S. Department of Justice, Drug Enforcement Administration and the Internal Revenue Service. There is also
increased scrutiny of compliance with the sanctions programs and rules administered and enforced by the Treasury
Department�s Office of Foreign Assets Control.

In order to comply with regulations, guidelines and examination procedures in this area, we have dedicated significant
resources to our anti-money laundering program. If our policies, procedures and systems are deemed deficient, we
could be subject to liability, including fines and regulatory actions such as restrictions on our ability to pay dividends
and the inability to obtain regulatory approvals to proceed with certain aspects of our business plans, including
acquisitions and de novo branching.

We are subject to numerous laws designed to protect consumers, including the Community Reinvestment Act and
fair lending laws, and failure to comply with these laws could lead to a wide variety of sanctions.

The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations impose
nondiscriminatory lending requirements on financial institutions. The Consumer Financial Protection Bureau, or
CFPB, the U.S. Department of Justice and other federal agencies are responsible for enforcing these laws and
regulations. The CFPB was created under the Dodd-Frank Act to centralize responsibility for consumer financial
protection with broad rulemaking authority to administer and carry out the purposes and objectives of federal
consumer financial laws with respect to all financial institutions that offer financial products and services to
consumers. The CFPB is also authorized to prescribe rules applicable to any covered person or service provider,
identifying and prohibiting acts or practices that are �unfair, deceptive, or abusive� in connection with any transaction
with a consumer for a consumer financial product or service, or the offering of a consumer financial product or
service. The ongoing broad rulemaking powers of the CFPB have potential to have a significant impact on the
operations of financial institutions offering consumer financial products or services. The CFPB has indicated that it
may propose new rules on overdrafts and other consumer financial products or services, which could have an adverse
effect on our business, financial condition and results of operations if any such rules limit our ability to provide such
financial products or services.

A successful regulatory challenge to an institution�s performance under the CRA, fair lending or consumer lending
laws and regulations could result in a wide variety of sanctions, including damages and civil money penalties,
injunctive relief, restrictions on mergers and acquisitions activity, restrictions on expansion, and restrictions on
entering new business lines. Private parties may also have the ability to challenge an institution�s performance under
fair lending laws in private class action litigation. Such actions could have an adverse effect on our business, financial
condition and results of operations.

Increases in FDIC insurance premiums could adversely affect our earnings and results of operations.

We are generally unable to control the amount of premiums that we are required to pay for FDIC insurance. As a
result of economic conditions and the enactment of the Dodd-Frank Act, the FDIC has in recent years increased
deposit insurance assessment rates, which in turn raised deposit premiums for many insured depository institutions. In
2010, the FDIC increased the Deposit Insurance Fund�s target reserve ratio to 2.0% of insured deposits following the
Dodd-Frank Act�s elimination of the 1.5% cap on the insurance fund�s reserve ratio, and the FDIC as put in place a
restoration plan to restore the Deposit Insurance Fund to its 1.35% minimum reserve ratio managed by the
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insurance related costs were $1.2 million for the year ended December 31, 2016, compared to $743,000 for the year
ended December 31, 2015, and $680,000 for the year ended December 31, 2014. Any future additional assessments,
increases or required prepayments in FDIC insurance premiums could adversely affect our earnings and results of
operations.

The Federal Reserve may require us to commit capital resources to support the Bank.

The Federal Reserve requires a bank holding company to act as a source of financial and managerial strength to its
subsidiary banks and to commit resources to support its subsidiary banks. Under the �source of strength� doctrine that
was codified by the Dodd-Frank Act, the Federal Reserve may require a bank holding company to make capital
injections into a troubled subsidiary bank at times when the bank holding company may not be inclined to do so and
may charge the bank holding company with engaging in unsafe and unsound practices for failure to commit resources
to such a subsidiary bank. Accordingly, we could be required to provide financial assistance to the Bank if it
experiences financial distress.

A capital injection may be required at a time when our resources are limited, and we may be required to borrow the
funds or raise capital to make the required capital injection. Any loan by a bank holding company to its subsidiary
bank is subordinate in right with payment to deposits and certain other indebtedness of such subsidiary bank. In the
event of a bank holding company�s bankruptcy, the bankruptcy trustee will assume any commitment by the holding
company to a federal bank regulatory agency to maintain the capital of a subsidiary bank. Moreover, bankruptcy law
provides that claims based on any such commitment will be entitled to a priority of payment over the claims of the
holding company�s general unsecured creditors, including the holders of any note obligations. Thus, any borrowing by
a bank holding company for the purpose of making a capital injection to a subsidiary bank often becomes more
difficult and expensive relative to other corporate borrowings.

We could be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelated as a result of trading, clearing, counterparty or other relationships. We
have exposure to many different industries and counterparties, and routinely execute transactions with counterparties
in the financial services industry, including commercial banks, brokers and dealers, investment banks and other
institutional clients. Many of these transactions expose us to credit risk in the event of a default by a counterparty or
client. In addition, our credit risk may be exacerbated when our collateral cannot be foreclosed upon or is liquidated at
prices not sufficient to recover the full amount of the credit or derivative exposure due. Any such losses could
adversely affect our business, financial condition and results of operations.

Monetary policies and regulations of the Federal Reserve could adversely affect our business, financial condition
and results of operations.

In addition to being affected by general economic conditions, our earnings and growth are affected by the policies of
the Federal Reserve. An important function of the Federal Reserve is to regulate the U.S. money supply and credit
conditions. Among the instruments used by the Federal Reserve to implement these objectives are open market
purchases and sales of securities by the Federal Reserve, adjustments of both the discount rate and the federal funds
rate and changes in reserve requirements against bank deposits. These instruments are used in varying combinations to
influence overall economic growth and the distribution of credit, bank loans, investments and deposits. Their use also
affects interest rates charged on loans or paid on deposits.

The monetary policies and regulations of the Federal Reserve have had a significant effect on the operating results of
commercial banks in the past and are expected to continue to do so in the future. Although we cannot determine the
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We are subject to commercial real estate lending guidance issued by the federal banking regulators that impacts
our operations and capital requirements.

The federal banking regulators have issued guidance regarding concentrations in commercial real estate lending
directed at institutions that have particularly high concentrations of commercial real estate loans within their lending
portfolios. This guidance suggests that institutions whose commercial real estate loans exceed certain percentages of
capital should implement heightened risk management practices appropriate to their concentration risk and may be
required to maintain higher capital ratios than institutions with lower concentrations in commercial real estate lending.
Based on our commercial real estate concentration as of December 31, 2016, we believe that we are operating within
the guidelines. However, increases in our commercial real estate lending, particularly as we expand into metropolitans
markets and make more of these loans, could subject us to additional supervisory analysis. We cannot guarantee that
any risk management practices we implement will be effective to prevent losses relating to our commercial real estate
portfolio. Management has implemented controls to monitor our commercial real estate lending concentrations, but
we cannot predict the extent to which this guidance will impact our operations or capital requirements.

Risks Related to an Investment in Our Common Stock

There is currently no regular market for our common stock. An active, liquid market for our common stock may
not develop or be sustained upon completion of this offering, which may impair your ability to sell your shares.

Our common stock is not currently traded on an established public trading market. From 1998 to 2005, our common
stock was listed on the Nasdaq Stock Market LLC under the symbol �GNTY.� In 2005, we terminated the registration of
our common stock under Section 12(g) of the Exchange Act and, consequently, terminated the listing of our common
stock on the Nasdaq Stock Market LLC. Since the delisting of our common stock in 2005, shares of our common
stock have been quoted on the OTC Markets under the same symbol, although there has been no material trading
volume in our common stock through our quotation on the OTC Markets. As a result, since 2005 there has been no
regular market for our common stock. We have applied to list our common stock on the NASDAQ Global Select
Market, but an active, liquid trading market for our common stock may not develop or be sustained following this
offering. A public trading market having the desired characteristics of depth, liquidity and orderliness depends upon
the presence in the marketplace and independent decisions of willing buyers and sellers of our common stock, over
which we have no control. Without an active, liquid trading market for our common stock, shareholders may not be
able to sell their shares at the volume, prices and times desired. Moreover, the lack of an established market could
materially and adversely affect the value of our common stock. The market price of our common stock could decline
significantly due to actual or anticipated issuances or sales of our common stock in the future.

The market price of our common stock may be subject to substantial fluctuations, which may make it difficult for
you to sell your shares at the volume, prices and times desired.

The market price of our common stock may be highly volatile, which may make it difficult for you to resell your
shares at the volume, prices and times desired. There are many factors that may affect the market price and trading
volume of our common stock, including, without limitation:

� actual or anticipated fluctuations in our operating results, financial condition or asset quality;

� changes in economic or business conditions;

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 86



� the effects of, and changes in, trade, monetary and fiscal policies, including the interest rate policies
of the Federal Reserve;

41

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 87



Table of Contents

� publication of research reports about us, our competitors, or the financial services industry generally,
or changes in, or failure to meet, securities analysts� estimates of our financial and operating
performance, or lack of research reports by industry analysts or ceasing of coverage;

� operating and stock price performance of companies that investors deemed comparable to us;

� additional or anticipated sales of our common stock or other securities by us or our existing
shareholders;

� additions or departures of key personnel;

� perceptions in the marketplace regarding our competitors or us, including the perception that
investment in Texas is unattractive or less attractive during periods of low oil prices;

� significant acquisitions or business combinations, strategic partnerships, joint ventures or capital
commitments by or involving our competitors or us;

� other economic, competitive, governmental, regulatory and technological factors affecting our
operations, pricing, products and services; and

� other news, announcements or disclosures (whether by us or others) related to us, our competitors,
our primary markets or the financial services industry.

The stock market and, in particular, the market for financial institution stocks have experienced substantial
fluctuations in recent years, which in many cases have been unrelated to the operating performance and prospects of
particular companies. In addition, significant fluctuations in the trading volume in our common stock may cause
significant price variations to occur. Increased market volatility may materially and adversely affect the market price
of our common stock, which could make it difficult to sell your shares at the volume, prices and times desired.

The market price of our common stock could decline significantly due to actual or anticipated issuances or sales of
our common stock in the future.

Actual or anticipated issuances or sales of substantial amounts of our common stock following this offering could
cause the market price of our common stock to decline significantly and make it more difficult for us to sell equity or
equity-related securities in the future at a time and on terms that we deem appropriate. The issuance of any shares of
our common stock in the future also would, and equity-related securities could, dilute the percentage ownership
interest held by shareholders prior to such issuance. Our certificate of formation authorizes us to issue up to
50,000,000 shares of our common stock, [            ] of which will be outstanding following the completion of this
offering (or [            ] shares if the underwriters exercise in full their over-allotment option). All [            ] of the shares
of common stock sold in this offering (or [            ] shares if the underwriters exercise in full their over-allotment
option) will be freely tradable, except that any shares purchased by our �affiliates� (as that term is defined in Rule 144
under the Securities Act of 1933, as amended, or the Securities Act) may be resold only in compliance with the
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common stock will be deemed to be �restricted securities� as that term is defined in Rule 144, and may be resold in the
United States only if they are registered for resale under the Securities Act or an exemption, such as Rule 144, is
available. We also intend to file a registration statement on Form S-8 under the Securities Act to register an aggregate
of approximately 1,000,000 shares of common stock issued or reserved for issuance under our equity incentive plan
and an indeterminate amount of plan interests in our common stock to be offered and sold pursuant to the KSOP. We
may issue all of these shares without any action or approval by our shareholders, and these shares, once issued
(including upon exercise of outstanding options), will be available for sale into the public market, subject to the
restrictions described above, if applicable, for affiliate holders.
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Further, in connection with this offering, we, our directors, our executive officers and certain shareholders have agreed
to enter into lock-up agreements that restrict the sale of their holdings of our common stock for a period of 180 days
from the date of this prospectus, subject to an extension in certain circumstances. The underwriters, in their discretion,
may release any of the shares of our common stock subject to these lock-up agreement at any time without notice. In
addition, after this offering, approximately [            ] shares of our common stock will not be subject to lock-up. The
resale of such shares could cause the market price of our stock to drop significantly, and concerns that those sales may
occur could cause the trading price of our common stock to decrease or to be lower than it should be.

In addition, we may issue shares of our common stock or other securities from time to time as consideration for future
acquisitions and investments and pursuant to compensation and incentive plans. If any such acquisition or investment
is significant, the number of shares of our common stock, or the number or aggregate principal amount, as the case
may be, of other securities that we may issue may in turn be substantial. We may also grant registration rights
covering those shares of our common stock or other securities in connection with any such acquisitions and
investments.

We cannot predict the size of future issuances of our common stock or the effect, if any, that future issuances and
sales of our common stock will have on the market price of our common stock. Sales of substantial amounts of our
common stock (including shares of our common stock issued in connection with an acquisition or under a
compensation or incentive plan), or the perception that such sales could occur, may adversely affect prevailing market
prices for our common stock and could impair our ability to raise capital through future sales of our securities.

The obligations associated with being a public company will require significant resources and management
attention, which will increase our costs of operations and may divert focus from our business operations.

As a public company, we will face increased legal, accounting, administrative and other costs and expenses that we
have not incurred as a private company, particularly after we no longer qualify as an emerging growth company. We
expect to incur incremental costs related to operating as a public company of approximately $500,000 annually,
although there can be no assurance that these costs will not be higher, particularly when we no longer qualify as an
emerging growth company. After the completion of this offering, we will be subject to the reporting requirements of
the Exchange Act, which requires that we file annual, quarterly and current reports with respect to our business and
financial condition and proxy and other information statements, and the rules and regulations implemented by the
SEC, the Sarbanes-Oxley Act, the Dodd-Frank Act, the PCAOB and the NASDAQ Global Select Market, each of
which imposes additional reporting and other obligations on public companies. As a public company, compliance with
these reporting requirements and other SEC and the NASDAQ Global Select Market rules will make certain operating
activities more time-consuming, and we will also incur significant new legal, accounting, insurance and other
expenses. Furthermore, the need to establish the corporate infrastructure demanded of a public company may divert
management�s attention from implementing our operating strategy, which could prevent us from successfully
implementing our strategic initiatives and improving our results of operations. We have made, and will continue to
make, changes to our internal controls and procedures for financial reporting and accounting systems to meet our
reporting obligations as a public company. However, we cannot predict or estimate the amount of additional costs we
may incur in order to comply with these requirements. We anticipate that these costs will materially increase our
general and administrative expenses and such increases will reduce our profitability.

Investors in this offering will experience immediate and substantial dilution.

The initial public offering price is expected to be substantially higher than the net tangible book value per share of our
common stock immediately following this offering. Therefore, if you purchase shares in this offering, you will
experience immediate and substantial dilution in net tangible book value per share in relation to the price that you paid
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Repurchase Right Termination to be $[        ] per share, based on an assumed initial offering price of $[        ] per share
(the midpoint of the range set forth on the cover page of this prospectus) and our pro forma net tangible book value of
$[        ] per share as of December 31, 2016. Accordingly, if we were liquidated at our pro forma net tangible book
value, you would not receive the full amount of your investment. See �Dilution.�

Securities analysts may not initiate or continue coverage on us.

The trading market for our common stock will depend, in part, on the research and reports that securities analysts
publish about us and our business. We do not have any control over these securities analysts, and they may not cover
us. If one or more of these analysts cease to cover us or fail to publish regular reports on us, we could lose visibility in
the financial markets, which could cause the price or trading volume of our common stock to decline. If we are
covered by securities analysts and are the subject of an unfavorable report, the price of our common stock may
decline.

Our management and board of directors have significant control over our business.

As of December 31, 2016, our directors and named executive officers beneficially owned an aggregate of 2,141,384
shares, or approximately 24.3%, of our issued and outstanding shares of common stock, including 304,788 shares that
are held by our KSOP and allocated to the accounts of our named executive officers. As of December 31, 2016, our
KSOP owned an aggregate of 1,319,225 shares, or approximately 15.07% of our issued and outstanding shares. A
committee consisting of four independent directors of the Company, which we refer to herein as the KSOP
Committee, currently serves as trustee of the KSOP. Because our common stock is not currently listed on a national
securities exchange, the trustee of the KSOP generally has voting power with respect to the shares of our common
stock held by the KSOP, except in certain limited circumstances, such as a merger, consolidation, or other
extraordinary corporate matter. As such, the KSOP Committee, as trustee of the KSOP, has voting control over the
shares held by the KSOP on most matters that require a vote of our shareholders. Following completion of this
offering and the listing of our common stock on the NASDAQ Global Select Market, each KSOP participant will have
the right to vote the shares allocated to such participant�s account on all matters requiring a vote of our shareholders,
but the KSOP committee, as trustee of the KSOP, will retain sole voting power over all shares held by the KSOP that
are not allocated to participants� accounts and all shares for which they have received no voting instructions from the
participant. As of December 31, 2016, 50,000 of the 1,319,225 shares owned by our KSOP were unallocated to
participants� accounts.

Following the completion of this offering, our directors and named executive officers will beneficially own
approximately [    ]% of our outstanding common stock, including 304,788 shares that are held by our KSOP and
allocated to the accounts of such individuals. Consequently, our management and board of directors may be able to
significantly affect the outcome of the election of directors and the potential outcome of other matters submitted to a
vote of our shareholders, such as mergers, the sale of substantially all of our assets and other extraordinary corporate
matters. The interests of these insiders could conflict with the interests of our other shareholders, including you.

We have broad discretion in the use of the net proceeds to us from this offering, and our use of these proceeds may
not yield a favorable return on your investment.

We intend to use the net proceeds to us from this offering to further implement our expansion strategy, repay a portion
of our corporate debt, fund organic growth in our banking markets and for general corporate purposes. We have not
specifically allocated the amount of net proceeds to us that will be used for these purposes and our management will
have broad discretion over how these proceeds are used and could spend these proceeds in ways with which you may
not agree. In addition, we may not use the net proceeds to us from this offering effectively or in a manner that

Edgar Filing: GUARANTY BANCSHARES INC /TX/ - Form S-1

Table of Contents 92



increases our market value or enhances our profitability. We have not established a timetable for the effective
deployment of the net proceeds to us, and we cannot predict how long it will take to deploy these proceeds. Investing
the net proceeds to us in securities until we are able to deploy these
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proceeds will provide lower yields than we generally earn on loans, which may have an adverse effect on our
profitability. Although we may, from time to time in the ordinary course of business, evaluate potential acquisition
opportunities that we believe provide attractive risk-adjusted returns, we do not have any immediate plans,
arrangements or understandings relating to any acquisitions, nor are we engaged in negotiations with any potential
acquisition targets. Likewise, although we regularly consider establishing de novo banking locations and organic
growth initiatives within our current and potential new markets, we do not have any immediate plans, arrangements or
understandings relating to the establishment of any de novo banking locations or any other organic growth initiatives
outside of the ordinary course of business.

The holders of our existing debt obligations, as well as debt obligations that may be outstanding in the future, will
have priority over our common stock with respect to payment in the event of liquidation, dissolution or winding up
and with respect to the payment of interest.

In the event of any liquidation, dissolution or winding up of the Company, our common stock would rank below all
claims of debt holders against us. As of the date of this prospectus, we had outstanding approximately $[        ] million
of senior debt obligations relating to advances on our senior, unsecured line of credit, $9.0 million of subordinated
debt obligations and approximately $10.3 million of junior subordinated debentures issued to statutory trusts that, in
turn, issued $10.0 million of trust preferred securities. Payments of the principal and interest on the trust preferred
securities are conditionally guaranteed by us. Our debt obligations are senior to our shares of common stock. As a
result, we must make payments on our debt obligations before any dividends can be paid on our common stock. In the
event of our bankruptcy, dissolution or liquidation, the holders of our debt obligations must be satisfied before any
distributions can be made to the holders of our common stock. We have the right to defer distributions on our junior
subordinated debentures (and the related trust preferred securities) for up to five years, during which time no
dividends may be paid to holders of our common stock. To the extent that we issue additional debt obligations or
junior subordinated debentures, the additional debt obligations or additional junior subordinated debentures will be of
equal rank with, or senior to, our existing debt obligations and senior to our shares of common stock.

We may issue shares of preferred stock in the future, which could make it difficult for another company to acquire
us or could otherwise adversely affect holders of our common stock, which could depress the price of our common
stock.

At the time of this offering, our certificate of formation will authorize us to issue up to 15,000,000 shares of one or
more series of preferred stock. Our board of directors will have the authority to determine the preferences, limitations
and relative rights of shares of preferred stock and to fix the number of shares constituting any series and the
designation of such series, without any further vote or action by our shareholders. Our preferred stock could be issued
with voting, liquidation, dividend and other rights superior to the rights of our common stock. The potential issuance
of preferred stock may delay or prevent a change in control of us, discouraging bids for our common stock at a
premium over the market price, and materially adversely affect the market price and the voting and other rights of the
holders of our common stock.

We are an emerging growth company, and the reduced regulatory and reporting requirements applicable to
emerging growth companies may make our common stock less attractive to investors.

We are an emerging growth company, as defined in the JOBS Act. For as long as we continue to be an emerging
growth company we may to take advantage of reduced regulatory and reporting requirements that are otherwise
generally applicable to public companies. These include, without limitation, not being required to comply with the
auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act, reduced financial reporting
requirements, reduced disclosure obligations regarding executive compensation, and exemptions from the
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we have irrevocably �opted out� of this provision, and we will comply with new or revised accounting standards to the
same extent that compliance is required for non-emerging growth companies.

We may take advantage of these provisions for up to five years, unless we earlier cease to be an emerging growth
company, which would occur if our annual gross revenues exceed $1.0 billion, if we issue more than $1.0 billion in
non-convertible debt in a three-year period or if the market value of our common stock held by non-affiliates exceeds
$700.0 million as of any June 30, in which case we would no longer be an emerging growth company as of the
following December 31. Investors may find our common stock less attractive because we intend to rely on certain of
these exemptions, which may result in a less active trading market and increased volatility in our stock price.

We are dependent upon the Bank for cash flow, and the Bank�s ability to make cash distributions is restricted.

Our primary tangible asset is Guaranty Bank & Trust. As such, we depend upon the Bank for cash distributions
(through dividends on the Bank�s common stock) that we use to pay our operating expenses, satisfy our obligations
(including our subordinated debentures and our other debt obligations) and to pay dividends on our common stock.
Federal statutes, regulations and policies restrict the Bank�s ability to make cash distributions to us. These statutes and
regulations require, among other things, that the Bank maintain certain levels of capital in order to pay a dividend.
Further, the OCC has the ability to restrict the Bank�s payment of dividends by supervisory action. If the Bank is
unable to pay dividends to us, we will not be able to satisfy our obligations or pay dividends on our common stock.

Our dividend policy may change without notice, and our future ability to pay dividends is subject to restrictions.

Following the completion of this offering, we anticipate that dividends will be declared and paid in the month
following the end of each calendar quarter, and we anticipate paying a quarterly dividend on our common stock in an
amount equal to approximately 25.0% to 30.0% of our net income for the immediately preceding quarter. However,
holders of our common stock are entitled to receive only such cash dividends as our board of directors may declare
out of funds legally available for such payments. Any declaration and payment of dividends on common stock will
depend upon our earnings and financial condition, liquidity and capital requirements, the general economic and
regulatory climate, our ability to service any equity or debt obligations senior to the common stock and other factors
deemed relevant by our board of directors. Furthermore, consistent with our strategic plans, growth initiatives, capital
availability, projected liquidity needs and other factors, we have made, and will continue to make, capital management
decisions and policies that could adversely affect the amount of dividends, if any, paid to our common shareholders.

The Federal Reserve has indicated that bank holding companies should carefully review their dividend policy in
relation to the organization�s overall asset quality, current and prospective earnings and level, composition and quality
of capital. The guidance provides that we inform and consult with the Federal Reserve prior to declaring and paying a
dividend that exceeds earnings for the period for which the dividend is being paid or that could result in an adverse
change to our capital structure, including interest on the subordinated debentures underlying our trust preferred
securities and our other debt obligations. If required payments on our outstanding junior subordinated debentures, held
by our unconsolidated subsidiary trusts, or our other debt obligations, are not made or are deferred, or dividends on
any preferred stock we may issue are not paid, we will be prohibited from paying dividends on our common stock.

Our corporate organizational documents and provisions of federal and state law to which we are subject contain
certain provisions that could have an anti-takeover effect and may delay, make more difficult or prevent an
attempted acquisition that you may favor or an attempted replacement of our board of directors or management.

Our certificate of formation and our bylaws (each as amended and restated and in effect prior to the completion of this
offering) may have an anti-takeover effect and may delay, discourage or prevent an attempted
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acquisition or change of control or a replacement of our board of directors or management. Our governing documents
include provisions that:

� empower our board of directors, without shareholder approval, to issue our preferred stock, the
terms of which, including voting power, are to be set by our board of directors;

� divide our board of directors into three classes serving staggered three-year terms;

� provide that directors may only be removed from office for cause and only upon a majority
shareholder vote;

� eliminate cumulative voting in elections of directors;

� permit our board of directors to alter, amend or repeal our amended and restated bylaws or to adopt
new bylaws;

� require the request of holders of at least 50.0% of the outstanding shares of our capital stock entitled
to vote at a meeting to call a special shareholders� meeting;

� prohibit shareholder action by less than unanimous written consent, thereby requiring virtually all
actions to be taken at a meeting of the shareholders;

� require shareholders that wish to bring business before annual or special meetings of shareholders,
or to nominate candidates for election as directors at our annual meeting of shareholders, to provide
timely notice of their intent in writing; and

� enable our board of directors to increase, between annual meetings, the number of persons serving as
directors and to fill the vacancies created as a result of the increase by a majority vote of the
directors present at a meeting of directors.

In addition, certain provisions of Texas law, including a provision which restricts certain business combinations
between a Texas corporation and certain affiliated shareholders, may delay, discourage or prevent an attempted
acquisition or change in control. Furthermore, banking laws impose notice, approval, and ongoing regulatory
requirements on any shareholder or other party that seeks to acquire direct or indirect �control� of an FDIC-insured
depository institution or its holding company. These laws include the Bank Holding Company Act of 1956, as
amended, or the BHC Act, and the Change in Bank Control Act, or the CBCA. These laws could delay or prevent an
acquisition.
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Furthermore, our amended and restated certificate of formation provides that the state courts located in Titus County,
Texas, the county in which our headquarters in Mount Pleasant lie, will be the exclusive forum for: (a) any actual or
purported derivative action or proceeding brought on our behalf, (b) any action asserting a claim of breach of fiduciary
duty by any of our directors or officers, (c) any action asserting a claim against us or our directors or officers arising
pursuant to the TBOC, our certificate of formation, or our bylaws; or (d) any action asserting a claim against us or our
officers or directors that is governed by the internal affairs doctrine. By becoming a shareholder of our Company, you
will be deemed to have notice of and have consented to the provisions of our amended and restated certificate of
formation related to choice of forum. The choice of forum provision in our amended and restated certificate of
formation may limit our shareholders� ability to obtain a favorable judicial forum for disputes with us. Alternatively, if
a court were to find the choice of forum provision contained in our amended and restated certificate of formation to be
inapplicable or unenforceable in an action, we may incur additional costs associated with resolving such action in
other jurisdictions, which could adversely affect our business, operating results, and financial condition.
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An investment in our common stock is not an insured deposit and is subject to risk of loss.

Any shares of our common stock you purchase in this offering will not be savings accounts, deposits or other
obligations of any of our bank or non-bank subsidiaries and will not be insured or guaranteed by the FDIC or any
other government agency. Your investment will be subject to investment risk, and you must be capable of affording
the loss of your entire investment.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. These forward-looking statements reflect our current views with
respect to, among other things, future events and our financial performance. These statements are often, but not
always, made through the use of words or phrases such as �may,� �should,� �could,� �predict,� �potential,� �believe,� �will likely
result,� �expect,� �continue,� �will,� �anticipate,� �seek,� �estimate,� �intend,� �plan,� �projection,� �would� and �outlook,� or the negative
version of those words or other comparable words or phrases of a future or forward-looking nature. These
forward-looking statements are not historical facts, and are based on current expectations, estimates and projections
about our industry, management�s beliefs and certain assumptions made by management, many of which, by their
nature, are inherently uncertain and beyond our control. Accordingly, we caution you that any such forward-looking
statements are not guarantees of future performance and are subject to risks, assumptions and uncertainties that are
difficult to predict. Although we believe that the expectations reflected in these forward-looking statements are
reasonable as of the date made, actual results may prove to be materially different from the results expressed or
implied by the forward-looking statements.

There are or will be important factors that could cause our actual results to differ materially from those indicated in
these forward-looking statements, including, but not limited to, the following:

� our ability to prudently manage our growth and execute our strategy;

� risks associated with our acquisition and de novo branching strategy;

� business and economic conditions generally and in the financial services industry, nationally and
within our primary markets;

� deterioration of our asset quality;

� changes in the value of collateral securing our loans;

� changes in management personnel;

� liquidity risks associated with our business;

� interest rate risk associated with our business;

� our ability to maintain important deposit customer relationships and our reputation;
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� operational risks associated with our business;

� volatility and direction of market interest rates;

� increased competition in the financial services industry, particularly from regional and national
institutions;

� changes in the laws, rules, regulations, interpretations or policies relating to financial institution,
accounting, tax, trade, monetary and fiscal matters;

� further government intervention in the U.S. financial system;

� natural disasters and adverse weather, acts of terrorism, an outbreak of hostilities or other
international or domestic calamities, and other matters beyond our control; and

� other factors that are discussed in the section entitled �Risk Factors,� beginning on page 20.
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The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary
statements included in this prospectus. If one or more events related to these or other risks or uncertainties materialize,
or if our underlying assumptions prove to be incorrect, actual results may differ materially from what we anticipate.
Accordingly, you should not place undue reliance on any such forward-looking statements. Any forward-looking
statement speaks only as of the date on which it is made, and we do not undertake any obligation to publicly update or
review any forward-looking statement, whether as a result of new information, future developments or otherwise. New
factors emerge from time to time, and it is not possible for us to predict which will arise. In addition, we cannot assess
the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements.
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USE OF PROCEEDS

We estimate that the net proceeds to us from the sale of our common stock in this offering will be approximately
$[        ] million, or approximately $[        ] million if the underwriters elect to exercise in full their over-allotment
option, in each case, assuming an initial public offering price of $[        ] per share, the midpoint of the price range set
forth on the cover of this prospectus, and after deducting estimated underwriting discounts and commissions and
offering expenses payable by us. Each $1.00 increase or decrease in the assumed initial public offering price would
increase or decrease (as applicable) the net proceeds to us from this offering by approximately $[        ] million, or
approximately $[        ] million if the underwriters elect to exercise in full their over-allotment option, in each case,
assuming the number of shares we sell, as set forth on the cover of this prospectus, remains the same, after deducting
estimated underwriting discounts and commissions and offering expenses payable by us.

We intend to use the net proceeds to us from this offering to further implement our expansion strategy, repay a portion
of our corporate debt, fund organic growth in our banking markets and for general corporate purposes. We have not
specifically allocated the amount of net proceeds to us that will be used for these purposes and our management will
have broad discretion over how these proceeds are used. We are conducting this offering at this time because we
believe that it will allow us to better execute our expansion strategy. Although we may, from time to time in the
ordinary course of business, evaluate potential acquisition opportunities that we believe provide attractive
risk-adjusted returns, we do not have any immediate plans, arrangements or understanding relating to any acquisitions,
nor are we engaged in negotiations with any potential acquisition targets. Likewise, although we regularly consider
establishing de novo banking locations and organic growth initiatives within our current and potential new markets,
we do not have any immediate plans, arrangements or understanding relating to the establishment of any de novo
banking locations or any other organic growth initiatives outside of the ordinary course of business.

We intend to use $[        ] of the proceeds from this offering to pay down the outstanding balance on our line of credit
with our correspondent bank. The line of credit is unsecured and bears interest at the prime rate plus 0.50%, with
interest payable quarterly, and matures in March 2018. The outstanding balance as of the date of this prospectus is
$[        ].

We intend to use $4.5 million of the proceeds from this offering to redeem a portion of certain debentures issued by
the Company in July and December 2015 with an aggregate principal amount of $9.0 million. The debentures have
maturity dates ranging from July 2017 to June 2020, with interest rates varying with the maturity date. The debentures
have a weighted average interest rate of 3.67%, and interest is payable semi-annually from the date of issuance.

In addition, we intend to retain up to $[        ] million of the proceeds at the holding company level for general
corporate purposes and contribute the remaining proceeds to the Bank.
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DIVIDEND POLICY

Effective January 1, 2008, we made the election to be taxed as an electing small business corporation under
Subchapter S of the Internal Revenue Code. Accordingly, we made quarterly distributions to our shareholders to
provide them with funds to pay federal income taxes on the pro rata portion of our taxable income that was �passed
through� to them. We have also historically declared and paid semi-annual dividends in June and December of each
year, based on our earnings. Effective December 31, 2013, we terminated our election to be an electing small business
corporation under Subchapter S of the Internal Revenue Code, and our dividend policy and practice changed because
we are now taxed as a C corporation and, therefore, we will no longer pay distributions to provide shareholders with
funds to pay federal income taxes on their pro rata portion of our taxable income.

Despite the termination of our Subchapter S election, we paid dividends of $0.50 per share and a special dividend of
$1.00 per share for the year ended December 31, 2014, since all dividends we pay for the first 12 months following
the termination of our Subchapter S election were not subject to federal income taxation.

In connection with this offering, our board of directors intends to amend its policy to pay a dividend to holders of our
common stock as a return on their investment. Following the completion of this offering, we anticipate paying a
quarterly dividend on our common stock in an amount equal to approximately 25.0% to 30.0% of our net income for
the immediately preceding quarter. We anticipate that dividends will be declared and paid in the month following the
end of each calendar quarter. Our dividend policy may change with respect to the payment of dividends as a return on
investment, and our board of directors may change or eliminate the payment of future dividends at its discretion,
without notice to our shareholders.

Any future determination to pay dividends on our common stock will be made by our board of directors and will
depend on a number of factors, including: (1) our historic and projected financial condition, liquidity and results of
operations; (2) our capital levels and needs; (3) tax considerations; (4) any acquisitions or potential acquisitions that
we may examine; (5) statutory and regulatory prohibitions and other limitations; (6) the terms of any credit
agreements or other borrowing arrangements that restrict our ability to pay cash dividends; (7) general economic
conditions and (8) other factors deemed relevant by our board of directors. We are not obligated to pay dividends on
our common stock.
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Subject to the restrictions discussed below, our shareholders are entitled to receive dividends when, as, and if declared
by our board of directors out of legally available funds for that purpose. The following table shows recent and
semi-annual dividends that have been paid on our common stock with respect to the periods indicated.

Earnings dividends Total cash dividends
Quarterly period   amount per share(1)   (dollars in thousands)  
First quarter 2014   $ -   $ -
Second quarter 2014               0.250 1,844
Third quarter 2014 - -
Fourth quarter 2014 1.250               10,019

First quarter 2015   $ -   $ -
Second quarter 2015 0.250 2,295
Third quarter 2015 - -
Fourth quarter 2015 0.250 2,231

First quarter 2016   $ -   $ -
Second quarter 2016 0.260 2,328
Third quarter 2016 - -
Fourth quarter 2016 0.260 2,287

(1) The amounts have been adjusted to reflect our 2-for-1 stock split that was effective as of August 20, 2014.

As a Texas corporation, we are subject to certain restrictions on distributions under the Texas Business Organizations
Code, or TBOC. Generally, a Texas corporation may not make a distribution to its shareholders if, after giving it
effect, the corporation would not be able to pay its debts as they become due in the usual course of business, or the
corporation�s total assets would be less than the sum of its total liabilities plus the amount that would be needed if the
corporation were to be dissolved at the time of the distribution to satisfy the preferential rights upon dissolution of
shareholders whose preferential rights are superior to those receiving the distribution. In addition, if required
payments on our outstanding debt obligations, including our junior subordinated debentures held by our
unconsolidated subsidiary trusts, are not made or suspended, we may be prohibited from paying dividends on our
common stock.

Because we are a bank holding company and do not engage directly in business activities of a material nature, our
ability to pay dividends to our shareholders depends, in large part, upon our receipt of dividends from the Bank, which
is also subject to numerous limitations on the payment of dividends under federal banking laws, regulations and
policies. See �Supervision and Regulation � Dividends.� We are also subject to certain restrictions on our right to pay
dividends to our shareholders in the event we default under the terms of our line of credit.

The present and future dividend policy of the Bank is subject to the discretion of its board of directors. The Bank is
not obligated to pay dividends.
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CAPITALIZATION

The following table sets forth our capitalization as of December 31, 2016 on:

� an actual basis;

� a pro forma basis, assuming that the KSOP Repurchase Right Termination occurred as of
December 31, 2016; and

� a pro forma as adjusted basis to give effect to the KSOP Repurchase Right Termination and the sale
of [            ] shares of common stock by us in this offering (assuming the underwriters do not
exercise their over-allotment option), at an assumed initial public offering price of $[            ] per
share, the midpoint of the estimated initial public offering price range set forth on the cover page of
this prospectus, after deducting the underwriting discounts and commissions and estimated offering
expenses payable by us.

This table should be read in conjunction with �Use of Proceeds,� �Selected Consolidated Financial Data,� �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� and our consolidated financial statements
and the related notes included elsewhere in this prospectus.

As of December 31, 2016

      Actual          Pro Forma    

Pro Forma As
Adjusted

    for Offering    
(Dollars in thousands)

Other indebtedness:
Subordinated debentures   $ 19,310   $ 19,310   $ 19,310

Commitments and contingent liabilities
KSOP-owned shares 31,661 � �

Shareholders� equity:
Preferred stock, par value $5.00 per share,
15,000,000 shares authorized, no shares issued � � �
Common stock, par value $1.00 per share,
50,000,000 shares authorized, 9,616,275 issued
and 8,751,923 shares outstanding, actual, and
[                ] shares issued and outstanding, as
adjusted 9,616 9,616 [            ] 
Additional paid-in capital 101,736 101,736 [            ] 
Retained earnings 57,160 57,160 57,160
Treasury stock, at cost, 864,352 shares, actual,
and [                ] shares, as adjusted (20,111) (20,111) [            ] 
Accumulated other comprehensive loss (6,487) (6,487) (6,487) 
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Total shareholders� equity, including
KSOP-owned shares 141,914 141,914 [            ] 
Less: KSOP-owned shares 31,661 � �

Total shareholders� equity, net of
KSOP-owned shares 110,253 141,914 [            ] 

Total capitalization $ 129,563 $ 161,224 $ [            ] 
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As of December 31, 2016

      Actual          Pro Forma    

Pro Forma As
Adjusted

    for Offering    
(Dollars in thousands)

Capital ratios:
Common equity tier 1 capital (CET1) to
risk-weighted assets 9.28% 9.28% [    ]%
Tier 1 capital to average assets 7.71% 7.71% [    ]%
Tier 1 capital to risk-weighted assets(1) 10.03% 10.03% [    ]%
Total capital to risk-weighted assets(1) 10.86% 10.86% [    ]%
Total shareholders� equity to total assets 7.76% 7.76% [    ]%
Tangible common equity to tangible assets(2) 6.64% 6.64% [    ]%

(1) The as adjusted capital ratios above assume that the proceeds of this offering are invested in 100.0% risk-weighted
assets.

(2) We calculate tangible common equity as total shareholders� equity less goodwill, core deposit intangibles and other
intangible assets, net of accumulated amortization, and we calculate tangible assets as total assets less goodwill
and core deposit intangibles and other intangible assets, net of accumulated amortization. Tangible common equity
to tangible assets is a non-GAAP financial measure, and, as we calculate tangible common equity to tangible
assets, the most directly comparable GAAP financial measure is total shareholders� equity to total assets. See our
reconciliation of non-GAAP financial measures to their most directly comparable GAAP financial measures under
the caption �Management�s Discussion and Analysis of Financial Condition and Results of Operations � Non-GAAP
Financial Measures.�
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DILUTION

If you invest in our common stock, your ownership interest will be diluted to the extent that the initial public offering
price per share of our common stock exceeds the net tangible book value per share of our common stock immediately
following the completion of this offering. Net tangible book value is equal to our total shareholders� equity, less
intangible assets, divided by the number of common shares outstanding. As of December 31, 2016 and after giving
effect to the KSOP Repurchase Right Termination, the net tangible book value of our common stock was
$119.9 million, or $13.70 per share.

After giving effect to the KSOP Repurchase Right Termination and our sale of [            ] shares of common stock in
this offering (assuming the underwriters do not exercise their over-allotment option) at an assumed initial public
offering price of $[        ] per share, the midpoint of the price range on the cover of this prospectus, and after deducting
estimated underwriting discounts and commissions and offering expenses payable by us, the pro forma net tangible
book value of our common stock as December 31, 2016 would have been approximately $[        ] million, or $[        ]
per share. Therefore, this offering will result in an immediate increase of $[        ] in the tangible book value per share
of our common stock of existing shareholders and an immediate dilution of $[        ] in the tangible book value per
share of our common stock to investors purchasing shares in this offering, or approximately [    ]% of the public
offering price of $[        ] per share.

The following table illustrates the calculation of the amount of dilution per share that a purchaser of our common
stock in this offering will incur given the assumptions above:

Assumed initial public offering price per share of common stock $ [        ] 
Net tangible book value per common share as of December 31, 2016 after giving effect to the
KSOP Repurchase Right Termination $ 13.70
Increase in net tangible book value per common share attributable to this offering $ [        ] 
As adjusted net tangible book value per common share after this offering and the KSOP
Repurchase Right Termination [        ] 
Dilution in net tangible book value per common share to new investors $ [        ] 

A $1.00 increase (or decrease) in the assumed initial public offering price of $[        ] per share, which is the midpoint
of the estimated initial public offering price range set forth on the cover page of this prospectus, would increase (or
decrease) the as adjusted net tangible book value per share after this offering by approximately $[        ], and dilution
in net tangible book value per share to new investors by approximately $[        ], assuming that the number of shares
offered by us, as set forth on the cover page of this prospectus, remains the same and after deducting estimated
underwriting discounts and commissions and estimated offering expenses payable by us. If the underwriters exercise
in full their option to purchase additional shares of our common stock in this offering, the as adjusted net tangible
book value after this offering would be $[        ] per share, the increase in net tangible book value to existing
shareholders would be $[        ] per share and the dilution to new investors would be $[        ] per share, in each case
assuming an initial public offering price of $[        ] per share, which is the midpoint of the estimated initial public
offering price range set forth on the cover page of this prospectus.
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The following table summarizes the total consideration paid to us and the average price paid per share by existing
shareholders and investors purchasing common stock in this offering. This information is presented on a pro forma
basis as of December 31, 2016, after giving effect to our sale of [        ] shares of common stock in this offering
(assuming the underwriters do not exercise their over-allotment option) at an assumed initial public offering price of
$[        ] per share, the midpoint of the estimated initial public offering price range set forth on the cover page of this
prospectus.

Shares Purchased/Issued Total Consideration Average Price 
per Share    Number        Percent      Amount    Percent  

Shareholders as of December 31, 2016 8,751,923 [        ]% $ 111,352(1) [        ]% $ 11.58
New investors in this offering [        ] [        ] [        ] [        ] [        ] 

Total [        ] 100.0% $ [        ] 100% [        ] 

(1) Calculated as $9.6 million in common stock plus $101.9 million in additional paid in capital, which gives effect to
a $11.8 million special dividend paid to shareholders in 2014 that was deducted from additional paid in capital.

In addition, if the underwriters� option to purchase additional shares is exercised in full, the number of shares of
common stock held by existing shareholders will be further reduced to [        ]% of the total number of shares of
common stock to be outstanding upon the completion of this offering, and the number of shares of common stock held
by investors participating in this offering will be further increased to [        ] shares or [        ]% of the total number of
shares of common stock to be outstanding upon the completion of this offering.

The tables above excludes (1) 1,000,000 shares of our common stock reserved for issuance under the Guaranty
Bancshares, Inc. 2015 Equity Incentive Plan, 331,000 of which are currently subject to outstanding stock options at a
weighted average exercise price of $23.76 per share, 80,300 of which are currently vested, and (2) 9,377 shares of our
common stock subject to outstanding stock options issued under the DCB Financial Corp. Stock Option Plan with an
exercise price of $11.94 per share, all of which are currently vested, which we assumed in connection with our
acquisition of DCB Financial Corp. in March 2015. To the extent that we issue shares of our common stock upon the
exercise of any options, investors participating in this offering will experience further dilution.
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PRICE RANGE OF OUR COMMON STOCK

Our common stock is not currently traded on an established public trading market. From 1998 to 2005, our common
stock was listed on the Nasdaq Stock Market LLC under the symbol �GNTY.� In 2005, we terminated the registration of
our common stock under Section 12(g) of the Exchange Act and, consequently, terminated the listing of our common
stock on the Nasdaq Stock Market LLC. Since the delisting of our common stock in 2005, shares of our common
stock have been quoted on the OTC Markets under the same symbol, although there has been no material trading
volume in our common stock through the OTC Markets. As a result, since 2005 there has been no regular market for
our common stock. Although our shares may have been sporadically traded in private transactions, the prices at which
such transactions occurred may not necessarily reflect the price that would be paid for our common stock in an active
market. As of December 31, 2016, there were approximately 410 holders of record of our common stock.

We anticipate that this offering and the listing of our common stock on the NASDAQ Global Select Market will result
in a more active trading market for our common stock. However, we cannot assure you that a liquid trading market for
our common stock will develop or be sustained after this offering. You may not be able to sell your shares quickly or
at the market price if trading in our common stock is not active. See �Underwriting� for more information regarding our
arrangements with the underwriters and the factors considered in setting the initial public offering price.
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BUSINESS

Our Company

We are a bank holding company, with headquarters in Mount Pleasant, Texas, and additional executive offices in
Dallas and Bryan, Texas. Through our wholly owned subsidiary, Guaranty Bank & Trust, a national banking
association, we provide a wide range of relationship-driven commercial and consumer banking, as well as trust and
wealth management, products and services that are tailored to meet the needs of small- and medium-sized businesses,
professionals and individuals.

From 1998 through 2005, we were traded on the Nasdaq National Market System under the symbol �GNTY.� In 2005,
due primarily to our operating strategy at that time and the associated costs of remaining a publicly-traded company,
including certain increasing costs to comply with the provisions of the Sarbanes-Oxley Act of 2002, we deregistered
our common stock under the provisions of the Exchange Act and, consequently, ceased trading on the Nasdaq
National Market System. Because of our size in 2005, there was limited trading volume in shares of our common
stock. In addition, we were not pursuing any acquisitions or aggressive growth opportunities at that time, so we did
not perceive any incremental benefits in remaining publicly-traded. In 2008, we undertook a Subchapter S election,
which would not have been available if we remained a publicly-traded company. However, we have experienced
consistent organic growth and have completed three whole bank acquisitions since going private in 2005, and we
terminated our Subchapter S election in 2014. We believe that becoming a publicly-traded company will facilitate our
continued expansion in a manner consistent with our current strategy.

As of December 31, 2016, we had total assets of $1.8 billion, total loans of $1.2 billion, total deposits of $1.6 billion
and total shareholders� equity of $110.3 million.

Our History and Growth

Guaranty Bank & Trust was originally chartered as a Texas state banking association over a century ago in 1913, and
converted its charter to a national banking association in 2012. Guaranty was incorporated in 1990 to serve as the
holding company for Guaranty Bank & Trust. Since our founding, we have built a strong reputation based on financial
stability and community leadership. In 2013 and 2015, we expanded our markets from East Texas to include
Bryan/College Station and the Dallas/Fort Worth metroplex, respectively. We currently operate 26 banking locations
in 18 Texas communities. Our growth has been consistent and primarily organic. We have achieved organic growth by
enhancing our lending and deposit relationships with existing customers and attracting new customers, as well as
cross-selling our deposit, mortgage, trust and wealth management and treasury management products. Our expansion
strategy has enabled us to access markets with stronger loan demand, achieve consistent growth, maintain stable
operating efficiencies, preserve our historically conservative credit culture, and provide shareholders with stable
earnings throughout credit cycles.

We have supplemented our organic growth and leveraged our strong deposit base with strategic acquisitions and the
establishment of de novo banking locations. In 2011, we expanded our market share within the Texarkana, Texas area
of our East Texas market with the acquisition of all loans and deposits of the Texarkana, Texas banking location of
American State Bank. In 2013, we completed the acquisition of The First State Bank, which was located in Hallsville,
Texas. We believe this acquisition provided a stable and established platform to expand within the Longview, Texas
area of our East Texas market. We have historically experienced consistent growth in our East Texas market. As of
December 31, 2011, we had total loans attributable to the East Texas market of $606.3 million and total deposits of
$931.8 million, which have grown to total loans of $743.7 million and total deposits of $1.2 billion as of
December 31, 2016.
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In 2013, we expanded outside of East Texas when we established a de novo banking location in the growing
Bryan/College Station, Texas market. We established two more de novo banking locations in this market in 2014 and
2016 and continue to operate all three banking locations. Our strong and stable core deposit base has
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allowed us to achieve organic loan growth in the Bryan/College Station market, which has increased our interest
income. As of December 31, 2016, we had total loans of $210.2 million and total deposits of $137.4 million
attributable to the Bryan/College Station market.

In March 2015, we entered the Dallas/Fort Worth metroplex market with the acquisition of DCB Financial Corp., or
DCB Financial, which owned Preston State Bank, a Texas state-chartered bank headquartered in Dallas, Texas. At the
time of our acquisition, DCB Financial operated two locations in Dallas, Texas, each of which continues to operate as
a banking location of Guaranty Bank & Trust. In April 2015, we completed the acquisition of Texas Leadership Bank,
a Texas state-chartered bank headquartered in Royse City, Texas, which is on the eastern side of the Dallas/Fort
Worth metroplex. At the time of our acquisition, Texas Leadership Bank operated from a single banking location in
Royse City, which we continue to operate. In September 2015, we established a de novo banking location in
Rockwall, Texas, which is located approximately 10 miles west of Royse City and 20 miles east of downtown Dallas.

In May 2016, we established a de novo banking location in Denton, Texas, which is located approximately 40 miles
north of downtown Dallas. In August 2016, we completed the acquisition of a full service Denton banking location
from Independent Bank, in which we assumed certain deposits and acquired all of the fixed assets of the location. We
currently operate the former banking location of Independent Bank as a location of Guaranty Bank & Trust.

Our acquisitions of DCB Financial, Texas Leadership Bank and the acquired Denton location, as well as the
establishment of our de novo banking locations in Rockwall and Denton, are consistent with our strategy of expanding
into the Dallas/Fort Worth metroplex. In total, the aggregate estimated fair values recorded at the time of acquisition
in our three Dallas/Fort Worth metroplex acquisitions were $161.7 million in total loans and $164.6 million in total
deposits. As of December 31, 2016, we had grown our total loans attributable to the Dallas/Fort Worth metroplex
market to $291.3 million and our total deposits to $213.6 million.

Following completion of our acquisitions in the Dallas/Fort Worth metroplex in 2015, we established an executive
office in Dallas, which houses our Chief Executive Officer and Chief Financial Officer, as well as our accounting,
internal audit, marketing, loan review, treasury management, mortgage warehouse lending and mortgage departments.
Mount Pleasant will continue to serve as the headquarters of Guaranty Bank & Trust and houses our credit operations,
deposit services, information technology and human resources departments. We remain committed to successful
integration with and expansion into the Dallas/Fort Worth metroplex and believe that establishing executive offices in
Dallas promotes our strategic initiatives to attract quality banking talent and pursue quality loans within a growing
metropolitan market, thereby growing our franchise in the Dallas/Fort Worth metroplex. In addition, we believe that
maintaining our deposit services and primary operational departments in Mount Pleasant will allow us to support our
continued growth in a cost-efficient manner.

Our Achievements and Highlights

Our financial and operational achievements and highlights include the following:

� Strong Brand and Reputation.  During our more than 100-year operating history, we have forged
long-standing relationships with our customers and employees and have developed deep ties to the
East Texas communities that we serve. We are continuously working to solidify our brand and
reputation in our newest markets in Dallas/Fort Worth and Bryan/College Station through our strong
and active community involvement. In 2016, American Banker Magazine named us #15 on their list
of Best Banks to Work for, a designation awarded to 60 banks throughout the nation. We were also
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named as one of the 100 Best Companies to Work for in Texas by Texas Monthly magazine for the
eighth consecutive year in 2017.

� Successful Execution of Strategic Objectives.  The Company�s executive officers and board of
directors established a five year strategic plan in 2012 to achieve meaningful loan growth while
maintaining our disciplined underwriting principles and remaining conservative in our
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securities portfolio. In furtherance of these objectives, the strategic plan included identifying high
growth and complementary markets to the Company�s East Texas footprint to establish de novo
locations consistent with an organic growth focus while simultaneously pursuing strategic
acquisitions when culture, personnel and geography were favorable. The Company has grown its
total assets from $1.1 billion as of December 31, 2011 to $1.8 billion as of December 31, 2016, an
increase of 63.6%. During that same time period, we added 12 banking locations, of which six were
de novo locations and six were added through strategic acquisitions. While the costs of pursuing this
aggressive five year strategic plan limited shareholder returns during this time period, the board of
directors supported this approach because of its long-term scalability and potential to increase
shareholder value. To date, the Company has experienced smooth integrations of all of its new
banking locations and established what the Company believes is a strong foundation for a highly
successful and profitable business with continued growth and strong future shareholder returns.

� Leadership in Primary Markets.  We have a significant East Texas franchise, as demonstrated by our
deposit market share in our primary markets. According to data compiled by the Federal Deposit
Insurance Corporation, or FDIC, our deposit market share in the East Texas counties of Titus, Bowie
and Lamar was approximately 52.3%, 18.0% and 19.7 %, respectively, as of June 30, 2016, the most
recent date for which market share data is available. These three counties represented approximately
52.6% of our total deposits at that date. We more than doubled our market share of deposits in
Brazos County (Bryan/College Station market) from June 30, 2015 to June 30, 2016, with growth in
total deposits in that market from $57.7 million to $136.4 million, which represented approximately
9.1% of our total deposits as of that date. In our Dallas/Fort Worth metroplex market, we grew the
$159.9 million in deposits we acquired in March and April of 2015 to $177.0 million as of June 30,
2016, an increase of 10.6%. As of June 30, 2016, we maintained a top three deposit market share
ranking in seven of the 15 Texas counties in which we operate banking locations and a top 10
ranking in 12 of the 15 Texas counties in which we operate banking locations.

� Consistent Growth and Stable Performance.  During each of the last five years, we have achieved no
less than a 9.5% compound annual growth rate for each of total assets, total deposits and total loans.
We maintained our profitability during the recent economic recession, which generally adversely
impacted the banking and financial services industries and, most recently, attained an 8.3% return on
average equity for the year ended December 31, 2016.

� Disciplined Credit Culture.  Our in-depth knowledge of our markets, stringent credit approval
processes and disciplined balance sheet growth strategies have allowed us to maintain sound asset
quality while achieving meaningful loan growth. Our average annualized net charge-offs as a
percentage of average loans was 0.12% over the past ten years and was 0.12% for the year ending
December 31, 2016. Our average non-performing assets as a percentage of total assets was 0.64%
over the past ten years and was 0.36% for the year ended December 31, 2016. We maintain a
long-term focus on our financial performance by continually managing risk on our balance sheet
with the intent of producing consistent results.

� Investment in Technology.  We also maintain a long-term focus on our franchise and have made
significant investments in our information technology infrastructure, personnel and our digital
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effectively compete with larger institutions while retaining our ability to offer customized,
relationship-based services to our customers, and to more easily accommodate future growth and
expansion into new markets.
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Growth and Expansion Strategy

Our strategic plan is to be a leading Texas bank holding company with a commitment to operate as a community bank
as we continue to execute our expansion strategy. Our expansion strategy is to generate shareholder value through the
following:

� Maintain Focus on Organic Growth.  Focusing on organic growth is a strategy that allows us to
generate stable funding sources without the non-amortizing goodwill assets and core deposit
intangibles that strategic acquisitions might add to our balance sheet. By design during the past
several years, we have offered money market and demand deposit interest rates slightly higher than
our peers, especially in our newer markets, to encourage the growth of these core deposits and set
the foundation for strong customer relationships. We believe that these core deposits will become
significantly more valuable and desirable because the ability to attract core deposits at a low cost
will diminish as interest rates increase and alternative funding sources become more expensive.
Much of our organic growth in 2015 and 2016 was attributable to our newer markets of
Bryan/College Station and the Dallas/Fort Worth metroplex, which we believe provide significant
additional opportunities for organic growth in future years.

We have a history of being a leading provider of financial services to small- and medium-sized businesses (generally
with annual revenues of $50.0 million or less), professionals and individuals in our traditional East Texas market. In
addition, we believe that our significant core deposit franchise in East Texas provides a stable funding source for
meaningful loan growth in existing and new markets. Across all of our markets, we believe that customers value the
relationship-driven, quality service we provide, as well as our deep, long-term understanding of their local
communities. Primarily as a result of bank consolidation in our markets, we believe that there are few banking
institutions in these markets that have the size or focus to provide comparable levels of service. We also believe that
these consolidation trends with respect to our competitors, particularly in the Dallas/Fort Worth metroplex, present
opportunities to acquire new customers and valuable employees from these institutions. The charts below illustrate our
successful commitment to organic loan and deposit growth across our markets, while taking advantage of strategic
acquisition opportunities that arise from time to time.
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� Pursue Strategic Acquisitions.  We intend to continue to grow through strategic acquisitions within
our current markets and in other complementary markets, and we believe having publicly-traded
common stock will improve our ability to compete for acquisitions. We seek acquisitions that
provide meaningful financial benefits through long-term organic growth opportunities and expense
reductions, while maintaining our current risk profile. Though we do not currently have any specific
or immediate acquisition plans, in order to achieve these goals, we seek acquisition opportunities
involving talented bankers and banking teams that can execute our business model and contribute to
our growth objectives. Additionally, we seek banking markets with favorable competitive dynamics
and potential consolidation opportunities. We believe that many smaller financial institutions will
consider us an ideal long-term partner due to our community banking philosophy, commitment to
employee stock ownership and our culture of teamwork.

� Establish De Novo Banking Locations.  We intend to open de novo banking locations in our existing
and other attractive markets in Texas to further diversify our banking location network. In
September 2015 and May 2016, we opened de novo banking locations in Rockwall and Denton,
respectively, which are both located in the Dallas/Fort Worth metroplex. Total loans and deposits at
the two new locations were $34.1 million and $27.1 million, respectively, as of December 31, 2016.
We also opened de novo banking locations in Bryan/College Station, Texas in June 2013, April 2014
and June 2016. As of December 31, 2016, total loans and deposits in our three Bryan/College
Station locations were $210.2 million and $137.4 million, respectively. The total loans attributable
to the Bryan/College Station and Dallas/Fort Worth metroplex markets comprised approximately
16.8% and 23.3%, respectively, of our total loans as of December 31, 2016. We believe these
markets have the ability to flourish through varying economic conditions.

We believe that the Dallas/Fort Worth metroplex and surrounding communities are complementary to our established
presence in East Texas. Our lending focus in the Bryan/College Station and Dallas/Fort Worth metroplex markets has
been primarily on commercial real estate and other real estate loans, which provides diversity within our loan portfolio
and complements our traditional small business and retail lending activities in our East Texas market. While we do not
currently have specific plans to open de novo branches, our Bryan/College Station presence provides us with a
platform to grow and ready access to other nearby larger markets, including Austin, San Antonio and Houston. Prior
to entering a new market, we identify and build a team of experienced, successful bankers with market-specific
knowledge to lead the Bank�s operations in that market, including a local president. As we enter new markets, we also
seek to establish a reputation for providing personal and dependable service and active community involvement,
which we believe facilitates lasting relationships and continued growth.

� Expand Revenue Sources.  We seek to provide additional services to our customers in order to
augment and diversify our revenue sources. For the year ended December 31, 2016, noninterest
income represented approximately $13.0 million, or 19.5%, of our total revenue of $66.9 million
(defined as net interest income plus noninterest income).

In 2015, we established a warehouse mortgage lending division in connection with our acquisition of DCB Financial
and hired experienced personnel in 2015 to grow this new line of business. Revenues for the warehouse division are
derived primarily from loan origination fees, interest on advances and transaction fees, and the division has
experienced significant growth since it was established. Total mortgage amounts funded through warehouse lines of
credit during the year ending December 31, 2015 were $332.3 million, which produced noninterest income of
$154,900. Total mortgage amounts funded through warehouse lines of credit during the year ending December 31,
2016 were $978.1 million, which produced noninterest income of $425,200.    Despite the significant growth, there
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experienced with our warehouse lending borrowers since inception of the division. In addition, Guaranty Bank &
Trust is working to expand into eWarehouse lending, which allows a mortgage loan to close, fund and sell to the end
investor entirely electronically, and we expect to produce our first eWarehouse line of credit in the second quarter of
2017. As of the date of this prospectus, only five financial institutions in the nation are included in the list of
warehouse lenders currently funding eNotes that is maintained by the Federal National Mortgage Association, or
Fannie Mae. As such, we expect to be one of very few banks offering eWarehouse lending and anticipate growth in
our warehouse lending division as mortgage originators, consumers and investors increasingly transition to paperless
mortgages, driving demand for eWarehouse lines of credit. We believe that our mortgage warehouse division offers
significant potential for future revenue.

Consistent with our focus on cross-selling services to our customers, we offer trust and wealth management services
through Guaranty Bank & Trust Wealth Management Group and mortgage services through our mortgage department,
both of which operate as divisions of Guaranty Bank & Trust. As of December 31, 2016, our Wealth Management
Group had total assets under management of $265.7 million. During the year ended December 31, 2016, our mortgage
department originated $62.6 million in mortgage loans. Both divisions are well established and have significant
growth potential in our newer Dallas/Fort Worth metroplex and Bryan/College Station markets, each of which has a
higher volume of home sales and a larger concentration of high net worth individuals as compared to our traditional
East Texas market. Our mortgage origination strategy is to increase market share without sacrificing our standards and
regardless of fluctuations in interest rates or volume. We have developed a scalable platform for mortgage originations
within our mortgage department and believe that we have significant opportunities to grow this segment of our
business. In an effort to further grow our wealth management and mortgage divisions in Bryan/College Station and the
Dallas/Fort Worth metroplex, we intend to enhance our business development and cross-selling efforts in those
markets.

Although we are devoting substantial resources in furtherance of our expansion strategy, there are no assurances that
we will be able to further implement our expansion strategy or that any of the components of our expansion strategy
will be successful.

Our Community Banking Philosophy and Culture

We focus on a community-based relationship model, as opposed to a line of business model, because we believe the
community-based relationship model promotes an entrepreneurial attitude within our Company while providing
personal attention and solutions tailored to our customers. Our culture is one of employee ownership and it is
something we take very seriously. In 2016, we formally documented our culture in a book called �The Guaranty
Culture,� which we give to all prospective new hires and directors before they join our team so that they clearly
understand who we are, how we work, what we believe, how we make decisions and what we admire in people.

We believe a great bank requires the right amount of two forms of capital: financial and human. We understand that
our ability to successfully deploy our financial capital is directly related to our ability to bring the right talents together
to lead our teams. This focus on human capital has rewarded us with a cohesive group of directors, officers and
employees that we believe is our greatest asset. We have invested in a robust management training program designed
to develop comprehensive bankers who understand all aspects of our operations and embrace our core values. The
training program generally lasts 18-24 months and includes rotations through each primary department of the Bank.
Successful graduates of our training program are typically promoted to a managerial position upon completion and we
currently have graduates in management, lending and operational roles. Several of the Bank�s market presidents and
managers are graduates of our training program.
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We have developed a network of banking locations strategically positioned in separate and distinct communities. Each
community where we have a banking location is overseen by a local market president or manager, and we emphasize
local decision-making by experienced bankers supported by centralized risk and credit oversight. We believe that
employing local decision makers, supported by industry-leading technology and centralized operational and credit
administration support from our corporate headquarters, allows us to serve our customers� individual needs while
managing risk on a uniform basis. We intend to repeat this scalable model in each market in which we are able to
identify high-caliber bankers with a strong banking team. We empower these bankers to implement our operating
strategy, grow our customer base and provide the highest level of customer service possible. We believe our
organizational approach enables us to attract and retain talented bankers and banking teams who desire the
combination of the Bank�s size and loan limits, dedication to culture, commitment to our communities, local
decision-making authority, compensation structure and focus on relationship banking.

Competitive Strengths

We believe the following competitive strengths support our growth and expansion strategy:

� Experienced Executive Management Team.  The Bank has a seasoned and experienced executive
management team with a combined 277 years of experience in financial services businesses between
its nine members. Our executive management team has successfully managed profitable organic
growth, executed acquisitions, developed a strong credit culture and implemented a
relationship-based approach to commercial and consumer banking. In addition, our executive
management team has extensive knowledge of the bank regulatory landscape, significant experience
navigating interest rate and credit cycles and a history of working together. The nine members of the
Bank�s executive management team have worked for the Bank for a combined 130 years.

� Employee Ownership Mentality.  As of December 31, 2016, our directors, officers and employees, as
a group, beneficially owned approximately 37.8% of our outstanding shares of common stock
(including 15.1% of our outstanding shares which are owned by our KSOP). Many of our employees�
interests in the KSOP represent material portions of their net worth, particularly our long-tenured
employees. We believe that the KSOP�s material ownership position promotes an owner-operator
mentality among our employees, from senior officers to entry-level employees, which we believe
enhances our employees� dedication to our organization and the execution of our strategy. In
addition, we believe the KSOP enhances our ability to attract and retain quality employees. In 2017,
Texas Monthly magazine named the Bank as one of the 100 Best Companies to Work for in Texas
for the eighth consecutive year, and we were named #15 on the national list of the Best Banks to
Work for published by American Banker Magazine, with both awards having been determined on
the basis of anonymous employee surveys.

� Proven Successful Execution of Growth Strategies.  We have developed a strategic growth plan that
allows the Company to quickly identify and efficiently execute corporate transactions that we
believe enhance our geographic footprint and enterprise value. Since 2011, we have successfully
integrated six acquired locations into our Company through what we believe is an effective
combination of comprehensive integration planning, extensive management experience with
expansion, and a welcoming and flexible culture of employee ownership. In that same time period,
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objectives for organic growth within our anticipated time periods and successfully integrating new
local management teams and employees into our Company. Accordingly, we have a proven track
record of executing value-added acquisitions and achieving consistent, meaningful organic growth.
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� Scalable Platform.  Utilizing the significant prior experience of our management team and
employees, we believe that we have built a strong and scalable operational platform, including
technology and banking processes and infrastructure, capable of supporting future organic growth
and acquisitions when the right opportunities arise. We maintain operational systems and staffing
that we believe are stronger than necessarily required for a financial institution of our size in order to
successfully execute integrations when needed and accommodate future growth without a
commensurate need for expansion of our back office capabilities. We believe our platform allows us
to focus on growing the revenue-generating divisions of our business while maintaining our
operational efficiencies, resulting in improved profitability.

� Disciplined Credit Culture and Robust Risk Management Systems.  We seek to prudently mitigate
and manage our risks through a disciplined, enterprise-wide approach to risk management,
particularly credit, compliance, operational and interest rate risk. All of the Bank�s executive officers
serve on the Bank�s Enterprise Risk Management Committee. We endeavor to maintain asset quality
through an emphasis on local market knowledge, long-term customer relationships, consistent and
thorough underwriting for all loans and a conservative credit culture. We have not traditionally
engaged in significant oil and gas related lending, with only 0.36% of our total loan portfolio, or
$4.5 million, consisting of oil and gas related loans as of December 31, 2016. Due to our
conservative credit culture, our highest annual rate of net loan charge-offs as a percentage of average
loans over the past ten years was 0.17% (compared to an average of 0.57% for all banks between
$1.0 billion and $3.0 billion in assets located in the Dallas/Fort Worth metroplex, East Texas or
Central Texas regions, which we refer to as our regional peer group, and compared to an average of
1.01% for all banks of the same size nationally, which we refer to as our national peer group), and
our average annual rate of nonperforming assets as a percentage of total assets over the same period
never exceeded 0.99% (compared to regional peer group average highest annual rate of 2.2%).    As
illustrated in the chart below, the Bank significantly outperformed our regional and national peer
groups during the last financial crisis period (2008 � 2011) with respect to net loan charge-offs as a
percentage of average loans.
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� Brand Strength and Reputation.  We believe our brand recognition, including the Guaranty name
and our iconic �G� logo, which is prominently displayed in all of our advertising and marketing
materials and has been trademarked to preserve its integrity, is an important element of our business
model and a key driver of our future growth. We have developed our brand primarily through
strategic marketing and advertising initiatives and through our involvement and visibility within the
communities we serve. We believe our reputation for providing personal and dependable service and
active community involvement is well established in our traditional East Texas market, and we are
continuously striving to replicate that brand awareness and reputation in our newer markets of
Bryan/College Station and the Dallas/Fort Worth metroplex through a high level of community
involvement and the targeted hiring of employees with strong relationships and reputations within
these markets. We believe the strength of our brand and our reputation enable us to attract customers
who value our customer service mission and banking teams that value our market management
model and entrepreneurial culture.

� Diversified Markets.  We operate in diverse markets that we believe are stable and growing. We
have designated East Texas, Bryan/College Station and the Dallas/Fort Worth metroplex as our
primary markets; however, our longer-term strategy is to expand our markets to include other major
metropolitan areas of Texas. The differing characteristics of our various markets have allowed us to
grow a balanced and diverse loan portfolio, without any significant customer or lending segment
concentrations. In addition, we have historically managed our commercial real estate concentration
ratios at or below current regulatory guidelines. The graph below shows our loan portfolio
composition for each of our three markets.
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� Stable Core Deposit Base.  We believe our traditional East Texas market provides a historically
stable source of core deposits and will become a greater source of funding as interest rates increase
and core deposits become more difficult and more expensive to attract, especially in more
competitive markets. As we enter new markets, we believe that our stable core deposit base
enhances our ability to pursue loans in large, high growth markets and to fund other new revenue
sources such as our warehouse lending division. As of December 31, 2016, our non-interest bearing
deposits were 22.75% of our total deposits.    Among our interest-bearing deposits, 72.0% were in
less volatile NOW, savings and money market accounts.

Our cost of interest-bearing deposits has decreased from 0.85% for the year ended December 31, 2012 to an annual
average of 0.64% for the four years ended December 31, 2016. We have historically paid slightly higher rates on
interest-bearing deposits than our peers in an effort to attract and maintain core deposits, especially in low interest rate
environments like the current one. In furtherance of this strategy, our overall cost of funds increased slightly compared
to our peers during the years ended December 31, 2014, 2015 and 2016 as we intentionally offered slightly higher
rates on deposits in our Bryan/College Station and Dallas/Fort Worth metroplex markets in an effort to attract
depositors to our de novo banking locations and solidify new customer relationships in those markets. While we have
successfully completed strategic acquisitions in the past and will continue to thoughtfully consider acquisition
opportunities, we believe the costs of growing our core deposits organically in this manner are often less than the costs
of the goodwill and core deposit intangibles that typically accompany strategic acquisitions and that the customer
relationships we build are deeper and longer-lasting. We also have not historically relied on brokered deposits.

� Technology and Online Banking Leadership.  We believe that financial institutions are increasingly
becoming technology companies, and we invest in technology that we believe should enhance our
business and customer experience, as well as enable us to integrate and oversee our banking location
network while operating in geographically disparate markets. To implement our commitment to
technology, we have developed our technology team to include specialists in virtualization, storage
area networks, and information security. The investment we have made in a new core processing
system has created a scalable corporate infrastructure that has significantly expanded our ability to
handle continued growth and improve our levels of operational efficiency. We have continued to
enhance our online presence through improvements to our digital banking platforms. We have also
invested in our business intelligence and data analytics platforms, which allow us to make better
decisions through observed trends and behaviors identified across multiple information systems.
Finally, we have developed internal expertise in business platform application development that has
improved our ability to create dynamic and customized applications to meet our evolving needs for
processing and reporting across all areas of our organization.

Our Markets

We consider our current market areas to be East Texas, Bryan/College Station and the Dallas/Fort Worth metroplex.
We serve these communities from our headquarters in Mount Pleasant, Texas and through a network of 17 banking
locations within East Texas, three banking locations in Bryan/College Station and six banking locations in the
Dallas/Fort Worth metroplex. As part of our strategic plan, we intend to further diversify our markets through entry
into other large metropolitan markets in Texas. In addition to our recent expansions into Bryan/College Station and
the Dallas/Fort Worth metroplex, we believe there are several markets in the Central Texas region that are attractive
for future expansion, particularly due to those markets� proximity to our Dallas/Fort Worth and Bryan/College Station
markets.
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We have a significant East Texas franchise as demonstrated by our deposit market share in the East Texas counties in
which we operate. According to data compiled by the FDIC, our deposit market share in the East Texas counties of
Titus, Bowie and Lamar was approximately 52.3%, 18.0% and 19.7 %, respectively, as of June 30, 2016. These three
counties represent approximately 52.6% of our total deposits. As of June 30, 2016, we were one of the three largest
banks by deposit share in seven of the 15 Texas counties in which we operate banking locations and one of the ten
largest banks by market share in 12 of the 15 Texas counties in which we operate banking locations. We more than
doubled our market share of deposits in Brazos County (Bryan and College Station locations) from June 30, 2015 to
June 30, 2016, which represented approximately 9.1% of our total deposits as of that date and positioned us as one of
the 10 largest banks by deposit share in the county entirely through organic growth only three years after first entering
the market. The table below shows data for each of the counties and markets in which we have banking locations
regarding total deposits, deposit market share, and compound average growth rates for deposits since June 30, 2011.

Texas County  Total Deposits ($000) 

 Deposit 
Share
Rank

  # of Banking  
Locations

  Deposit Market   
Share (%)

  Five Year Deposit   
CAGR (%)

East Texas
Titus $ 338,570    1 2 52.3 4.5 
Bowie 258,935    1 5 18.0 3.9 
Lamar 190,753    3 2 19.7 5.2 
Hopkins 83,212    3 1 12.7 1.6 
Camp 59,080    3 1 22.2 1.6 
Gregg 55,472    14 2 1.7 79.7 
Hunt 52,699    5 1 5.5 1.9 
Red River 44,010    2 1 27.8 0.2 
Harrison 35,920    8 1 4.4 3.3 
Franklin 35,440    2 1 15.8 2.9 
Cass 31,128    4 1 9.6 16.7 

Dallas/Fort Worth Metroplex
Dallas 104,878    54 2 0.1 N/A 
Rockwall 61,018    7 2 4.3 N/A 
Denton 11,056    34 2 0.1 N/A 

Bryan/College Station
Brazos 136,445    10 2 3.0 N/A 

Total $ 1,498,616    26 10.7 

* Data as of June 30, 2016; Source: FDIC. As of December 31, 2016, we operated three banking locations in Brazos
County and one in Gregg County.
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Our traditional East Texas market is a stable region comprised primarily of smaller communities served by forestry,
oil and gas, manufacturing, government, education and healthcare related industries. According to the Texas
Comptroller of Public Accounts, job growth in East Texas for the period between 2004 and 2014 was 9.8%, compared
to 5.5% nationally during the same period. Major employers in our East Texas market include Kimberly-Clark,
Campbell Soup, Pilgrim�s Pride, Priefert Manufacturing, Luminant Electric Generation and Mining, Big Tex Trailer
Manufacturing, Walmart, Eastman Chemical, Red River Army Depot & Tenants, Cooper Tire & Rubber, International
Paper and several regional and county hospitals, government agencies and independent school districts. The table
below includes some basic information on each of the East Texas counties in which we operate:

Texas County
Population

 (2015 estimate) 
Population Growth

 since 2010 (estimated) 
Median Household

 Income (2015 estimate) 
Bowie 93,389    0.9% $       42,670 
Camp 12,682    2.3% $ 37,851 
Cass 30,313    -0.5% $ 37,352 
Franklin 10,651    0.4% $ 41,537 
Gregg 124,108    1.9% $ 47,639 
Harrison 66,746    1.7% $ 45,974 
Hopkins 36,223    3.0% $ 44,936 
Hunt 89,844    4.3% $ 45,197 
Lamar 49,440    -0.7% $ 40,748 
Red River 12,455    -3.2% $ 31,563 
Titus 32,623    0.9% $ 44,178 

* Data as of July 1, 2015; Source: US Census Bureau.

Our East Texas market has a relatively low cost of living and a workforce with lower wage requirements as compared
to more urban areas of Texas. According to the Texas Workforce Commission, the mean annual wages for all
occupations in the North East Texas Workforce Development Area (which includes thirteen of our twenty-six
locations, including our headquarters, and almost two-thirds of our deposits) for the second quarter of 2016 was
$37,076, compared to $52,000 in Texas and $51,428 nationally. According to the Texas Comptroller of Public
Accounts, the East Texas region supports a stable workforce and continues to serve as a key supplier of resources vital
to the Texas economy.

Our decision to expand into Bryan/College Station and the Dallas/Fort Worth metroplex was driven by their proximity
to our traditional East Texas market, strong economic and demographic growth in those markets, and our ability to
attract talented bankers and employees to facilitate our expansion in those markets. According to US Census Bureau
estimates, as of July 2015, the Dallas/Fort Worth metroplex was the fourth most populous metro area in the United
States, with a population of over 7.1 million. The Dallas/Fort Worth metroplex has a low unemployment rate relative
to the national rate (3.7% compared to 4.5% in 2016) and high annual job growth relative to the national rate (2.7%
compared to 1.5% in 2016), according to the US Bureau of Labor Statistics, with the 92,300 new jobs added in 2016
accounting for almost half of the 188,000 jobs added in the state of Texas. The Dallas/Fort Worth metroplex is the
second fastest growing metro area in the United States in absolute terms, behind only Houston, adding almost 400
new residents per day between 2014 and 2015, according to the US Census Bureau. The market is well-diversified,
without being overly reliant on any particular sector, and is the headquarters for 20 Fortune 500 and 39 Fortune 1000
companies.
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The adjoining towns of Bryan and College Station are well-situated between Austin, Houston, and Dallas, three of the
four largest metro areas in Texas and two of the five largest in the nation, and within 170 miles of San Antonio, the
third-largest metro area in Texas. Bryan/College Station had an estimated combined population of approximately
190,000 in 2015, an increase of almost 20,000 people since 2010, according to the US Census Bureau. College Station
is home to Texas A&M University, the largest institution of higher learning in the state, which helps explain the
market�s relatively young (in 2010, the US Census Bureau found 73.7% of
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residents were between ages 18 and 64, compared to 62.4% in Texas and 63.0% nationally) and well-educated (in
2015, the US Census Bureau estimated 42.6% of residents over age 25 had a bachelor�s degree or higher, compared to
27.6% in Texas and 29.8% nationally) population. According to the US Bureau of Labor Statistics, Bryan/College
Station�s unemployment rate in December 2016 was 3.4%, compared to 4.6% in Texas and 4.7% nationally. The local
governments of Bryan and College Station have pro-business attitudes and policies, as evidenced by their recent
partnering with each other and Texas A&M University to create a business district known as Atlas to attract
companies engaged in the manufacture of biologics, pharmaceuticals, nutraceuticals and medical devices, with the
project just breaking ground in January of this year. In 2013, Cognizant, a Fortune 500 technology company, relocated
from New Jersey to College Station, citing the pro-business environment in College Station and Texas generally and
the availability of a young and educated workforce.

Lending Activities

Overview.  We offer a variety of loans, including commercial lines of credit, working capital loans, commercial real
estate-backed loans (including loans secured by owner occupied commercial properties), term loans, equipment
financing, acquisition, expansion and development loans, borrowing base loans, real estate construction loans,
homebuilder loans, letters of credit and other loan products to small- and medium-sized businesses, real estate
developers, mortgage lenders, manufacturing and industrial companies and other businesses. We also offer various
consumer loans to individuals and professionals including residential real estate loans, home equity loans, installment
loans, unsecured and secured personal lines of credit, and standby letters of credit. Lending activities originate from
the efforts of our bankers, with an emphasis on lending to individuals, professionals, small- to medium-sized
businesses and commercial companies located in our market areas. Although all lending involves a degree of risk, we
believe that commercial business loans and commercial real estate loans present greater risks than other types of loans
in our portfolio. We work to mitigate these risks through conservative underwriting policies and consistent monitoring
of credit quality indicators.

The following table presents the composition of our loan portfolio, by category, as of December 31, 2016. At that
time, we had outstanding an aggregate of commercial loans and commercial real estate loans of approximately
$591.7 million, or 47.5% of our total loan portfolio.

Loan Type
                Amount         

Percentage of Total Loans
(Dollars in
thousands)

Commercial and industrial $   223,997    17.98%
Real estate:
Construction and development 129,366 10.39
Commercial real estate 367,656 29.53
Farmland 62,362   5.01
1-4 family residential 362,952 29.15
Multi-family residential 26,079   2.09
Subtotal real estate 948,415 76.17
Consumer 53,505   4.30
Agricultural 18,901   1.52
Overdrafts 317   0.03
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The following table presents the composition of our loan portfolio among our three markets of East Texas,
Bryan/College Station and the Dallas/Fort Worth metroplex as of December 31, 2016.

East Texas Bryan / College Station DFW Metroplex

Loan Type Amount

Percent of
Market
Total Amount

Percent of
Market
Total Amount

Percent of
Market
Total

(Dollars
in

thousands)
Commercial and industrial $   127,731 17.2% $   12,298 5.9% $   83,968 28.8%
Real estate:
Construction and development 41,759 5.6 48,407 23.0 39,200 13.4
Commercial real estate 162,739 21.9 87,352 41.6 117,565 40.3
Farmland 46,125 6.2 7,351 3.5 8,886 3.0
1-4 family residential 276,350 37.2 50,428 24.0 36,174 12.5
Multi-family residential 22,916 3.1 2,189 1.0 974 0.4
Subtotal real estate 549,889 74.0 195,727 93.1 202,799 69.6
Consumer 47,953 6.4 1,080 0.5 4,472 1.6
Agricultural 17,842 2.3 1,042 0.5 17 0.0
Overdrafts 303 0.1 3 0.0 11 0.0

Total $ 743,718 100.00% $ 210,150 100.00% $ 291,267 100.00%

Non-Real Estate Commercial and Commercial and Industrial Loans.  We make general commercial loans, including
commercial lines of credit, working capital loans, term loans, equipment financing, asset acquisition, expansion and
development loans, borrowing base loans, letters of credit and other loan products, primarily in our target markets that
are underwritten on the basis of the borrower�s ability to service the debt from income. We typically take as collateral a
lien on general business assets including, among other things, available real estate, accounts receivable, promissory
notes, inventory and equipment and generally obtain a personal guaranty of the borrower or principal. Our commercial
loans g
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