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PRESIDENT’S LETTER TO SHAREHOLDERS .

2005 - A YEAR OF LEADERSHIP TRANSITION

I am very excited to be a part of a local community based financial institution like Guaranty
Savings and Homestead Association that is conscious of its past, understands its local market and
is poised to play a key role in the recovery and rebuilding of our metropolitan area. Since
joining the Company in December 2005, I have been very impressed by the dedication and
loyalty of both our clients and employees.

The year 2005 was one of transition that began with the retirement of our company’s longtime
Chairman, President and CEO, Mr. Donald Scott, in January. His service and leadership since
1985 contributed to the building of a strong balance sheet and solid foundation upon which we
can build success for future generations of Guaranty.

Also in January, our Board wisely determined that Mr. Ralph Weber should serve as interim
President and CEO during the search for a permanent replacement. His loyalty and knowledge
of the Association’s operations and its personnel were severely tested when Hurricane Katrina
made land fall. We were fortunate and grateful to have Mr. Weber and those dedicated and loyal
employees who worked under some very trying conditions to re-establish our operations.

2005 - A YEAR OF UNPRECEDENTED NATURAL DISASTER

None of us anticipated the severity of the devastation caused by Hurricane Katrina. Because of
electrical outages and concern for the safety of our employees, our main office and branches
were closed for a short period of time. One inner city branch location was severely damaged by
the flood waters associated with the storm and has yet to be re-opened. Although our business
and the lives of our employees were temporarily disrupted, we were able to offer immediate
assistance to our customers and neighbors within several days after the storm had passed. Our
employees demonstrated their dedication and commitment to our Association and the community
we serve.

Unfortunately, our operations and earnings were negatively impacted by Hurricane Katrina
resulting in a significant net loss for the year for GS Financial Corp.

Prior to the hurricane, we expected to-earn net income of approximately $700,000. However,
with the addition of $4.8 million to our loan loss reserve due to Katrina, a $159,000 loss on fixed
assets for the damages sustained to our inner city branch, as well as the recognition of a $1.3
million loss in a mortgage backed mutual fund, we posted an after tax loss of $3.7 million.

Despite this loss, our company remains very well capitalized with Tier 1 regulatory capital of
$23.8 million and a Tier 1 capital to total assets ratio of 13.47% at year-end.

The impact of this hurricane will continue to be a major factor in 2006 and beyond. As

insurance claims continue to settle, we anticipate growth in deposits followed by new
construction lending to both new and existing consumers and small businesses throughout our
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