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FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
CONSOLIDATED STATEMENTSOF FINANCIAL CONDITION
(In thousands, except share data)

(Unaudited)
September 30, December 31,
2003 2002
ASSETS
Cash and cash equivaents $ 73,449 $ 44,493
Investment securities held to maturity 89,473 114,471
Federal Home Loan Bank stock 5,153 5,064
Loansreceivable, net 490,828 483,468
Accrued interest receivable 3,918 4,380
Red edtate acquired in settlement of loans, net 924 320
Office properties and equipment, net 14,492 10,690
Prepaid expenses and other assets 17,573 17,010
TOTAL ASSETS $695,810 $679,896
LIABILITIESAND STOCKHOLDERS EQUITY
LIABILITIES:
Deposits $572,897 $568,762
Federal Home Loan Bank advances 43,522 38,610
Advance payments by borrowers for
taxes and insurance 513 760
Other licbilities 5,319 2,498
Totd lidbilities $622,251 $610,630
STOCKHOLDERS EQUITY:
Preferred stock, no par vaue, 5,000,000 shares
authorized, none issued
Common stock, $.01 par value, 20,000,000 shares
authorized, 5,153,751 shares issued, 2,663,943 and
2,687,359 shares outstanding at September 30, 2003
and December 31, 2002, respectively 52 52
Additiond paid-in capitd 52,688 52,040
Employee stock benefit plans (1,136) (1,551)
Retained earnings-substantially restricted 71,452 67,043
123,056 117,584
Treasury stock, at cost, 2,489,808 and
2,466,392 shares at September 30, 2003 and
December 31, 2002, respectively (49,497) (48,318)
Tota stockholders equity 73,559 69,266
TOTAL LIABILITIESAND
STOCKHOLDERS EQUITY $695,810 $679.896

See notes to unaudited consolidated financid statements.




FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
CONSOLIDATED STATEMENTSOF INCOME
(In thousands, except share data)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
INTEREST INCOME:
Loans receivable $ 8,450 $ 9,267 $ 25,842 $ 27,756
Investment securities:
Taxable 702 1571 2,579 4,771
Nontaxable 143 72 362 212
Other 180 160 498 676
Totd interest income 9,475 11,070 29,281 33,415
INTEREST EXPENSE:
Depogts _ 3,459 4,679 11,247 15,065
Other bo_rrovvl ngs 340 443 1,058 1,810
Totd interest expense 3,799 5,122 12,305 16,875
NET INTEREST INCOME 5,676 5,948 16,976 16,540
PROVISION FOR LOAN LOSSES 204 247 619 983
NET INTEREST INCOME AFTER
PROVISION FOR LOAN LOSSES 5,472 5,701 16,357 15,557
NONINTEREST INCOME:
Deposit fee income 667 611 1,869 1,747
Earnings on life insurance policies 211 224 637 662
Ganon sde of loans 600 181 1,512 555
Appreciation of contributed assets -- -- 414 -
Other _ _ 383 307 1,117 906
Tota noninterest income 1,861 1,323 5,549 3,870
NONINTEREST EXPENSES:
Sdaries and employee benefits 2,639 2,142 7,642 6,329
Net occupangy expense 484 337 1,371 945
Data processng 433 322 1,225 978
Professiond fees 67 102 261 279
Advertiang and public relaions 170 130 513 373
Postage and supplies 165 141 468 392
Contributions 4 41 523 113
Other . 585 402 1,571 1,194
Tota noninterest expenses 4,547 3,617 13,574 10,603
INCOME BEFORE INCOME TAXES 2,786 3,407 8,332 8,824
INCOME TAX PROVISION 914 1,183 2,589 3,010
NET INCOME $1,872 $2,224 $5,743 $5,814
EARNINGS PER SHARE:
Basic $0.73 $0.84 $2.26 $2.11
Diluted $0.69 $0.81 $2.15 $2.03
Cash Dividends Declared $0.18 $0.14 $0.50 $0.38

See notes to unaudited consolidated financid staiements
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See notes to unaudited consolidated financid Satements.

FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2003
(In thousands, except share data)

(Unaudited)
Issued Employee
Common Stock Additiond Stock Treasury Stock Totd
Pad-In Bendfit Retained Stockholders
Shares Amount Capitd Pans Earnings Shares Amount Equity
Bdance, December 31, 2002 5,153,751 $52 $52,040 $(1,551) $67,043 2,466,392 $(48,318) $69,266
Net income 5,743 5,743
Release of ESOP shares 609 312 921
Tax effect of stock
compensation plan 28 28
Treasury shares reissued due to
exercise of stock options (29 (55,284) 1,089 1,065
Purchase of treasury stock, at cost
83,700 (2,367) (2,367)

MRP shares 35 103 (5,000) 99 237
Dividends paid _ (1,334) (1,334)
Baance, September 30, 2003 5,153,751 $ 52 $52,688 $(1,136) $71,452 2,489,808 $(49,497) $73,559



FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
CONSOLIDATED STATEMENTSOF CASH FLOWS
(In Thousands)
(Unaudited)
Nine Months Ended September 30,
2003 2002

OPERATING ACTIVITIES:
Net income $5,743 $5,814
Adjustments to reconcile net income
to net cash provided by operating activities:

Provison for loan losses 619 983
Provision for red etate losses 34 16
Deferred tax (benefit) provison (29 1
Federa Home Loan Bank stock dividends (89) (111)
Loss on digposition of office properties and equipment 90 --
Loss (gain) on sale of repossessed assets, net 5 4
Originations of loansheld for sdle (107,100) (41,710)
Proceeds from sdles of loans 113,441 43,027
Gain on sde of loans originated to sl (1,512) (555)
Depreciation 842 578
Accretion of deferred loan fees, net (350) (464)
Release of ESOP shares 921 757
MRP compensation expense 38 --
Bank owned life insurance earnings (637) (662)
Changes in operating assets and liabilities:
Accrued interest recelvable 462 (152)
Prepaid expenses and other assets 79 (156)
Other lidbilities 77 (4%4)
Net cash provided by operating activities 12,634 6,908
INVESTING ACTIVITIES:
Purchases of investment securities held to maturity (245,963) (93,057)
Proceeds from maturities/cals of investment
Securities held to maturity 273,961 87,585
Loan originations, net of repayments (13,705) (12,789)
Proceeds from sales of repossessed assets 599 650
Proceeds from sales of office properties
and equipment 38 --
Purchases of office properties and equipment (4,772 (2,119)
Net cash provided by (used in) investing activities 10,158 (19,730)
(Continued)



FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In Thousands)

(Unaudited)
Nine Months Ended September 30,
2003 2002
FINANCING ACTIVITIES:
Net increase in deposits 4,135 13,305
Advances from FHLB 20,000 14,000
Repayment of advances from FHLB (15,088) (30,020)
Net decrease in advance payments
by borrowersfor taxes & insurance (247) (266)
Purchase of treasury stock (2,367) (8,411)
Reissued treasury stock 1,065 277
Dividends paid (1,334) (1,094)
Net cash provided by (used in) financing activities 6,164 (12,209)
Net increase (decrease) in cash and cash equivaents 28,956 (25,031)
CASH AND CASH EQUIVALENTS:
Beginning of period 44,493 72,311
End of period $73.,449 $47,280
SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:
Cash paid for:
Interest $12,379 $17,203
Income taxes $_2489 $_2936
SUPPLEMENTAL SCHEDULE OF NONCASH
INVESTING ACTIVITIES:
Redl edtate and other assets acquired in settlement of
loans $.1714 $__756
Loansto facilitate sales of red estate owned $_ 456 $_ 272
Investment securities traded, recorded in
investments not yet settled in cash $_3.000 $1.970

See notes to unaudited consolidated financid statements.



FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.

NOTESTO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Basis of Presentation and Principles of Consolidation

Firg Federd Bancshares of Arkansas, Inc. (the " Corporation™) isaunitary holding company whichownsdl
of the stock of First Federd Bank of Arkansas, FA (the "Bank"). The Bank provides a broad line of
financid products to individuas and smdl- to medium-sized businesses. The consolidated financia
gatements aso include the accounts of the Bank’s wholly-owned subsidiary, First Harrison Service
Corporation ("FHSC"), which isinactive.

The accompanying unaudited consolidated financia statements of the Corporation have been prepared in
accordance with ingructions to Form 10-Q. Accordingly, they do not include dl of the information and
footnotes required by generaly accepted accounting principlesfor completefinancid statements. However,
such information reflects dl adjustments which are, in the opinion of management, necessary for a fair
atement of results for the interim periods.

Theaccompanying unaudited consolidated financid statementsincludethe accounts of the Corporation and
the Bank. All materid intercompany transactions have been diminated in consolidation.

The results of operationsfor the nine months ended September 30, 2003, are not necessarily indicative of

the results to be expected for the year ending December 31, 2003. The unaudited consolidated financia

statements and notes thereto should be read in conjunction with the audited financid statements and notes
thereto for the year ended December 31, 2002, contained in the Corporation's 2002 Annua Report to
Stockholders.

Certain amounts in the September 30, 2002, unaudited consolidated financid statements have been
reclassified to conform to the classifications adopted for reporting in 2003.

Note 2 - Recently Issued Accounting Standards

In December 2002, the FASB issued SFAS No. 148, Accounting for Stock-Based Compensation—
Transition and Disclosure, an amendment of FASB Statement No. 123 (“SFAS 148”). SFAS 148
amends SFAS No. 123, Accounting for Stock-Based Compensation, to provide dternative methods of
trangtion for a voluntary change to the fair value based method of accounting for stock-based employee
compensation. Inaddition, this Statement amends the discl osure requirements of Statement 123 to require
prominent disclosures in both annua and interim financia statements about the method of accounting for
stock-based employee compensation and the effect of the method used on reported results. Thetrangtion
provisons are effective for fisca years ending after December 15, 2002. The provisons of the statement
related to interim disclosures are effective for interim periods beginning after December 31, 2002. The
Corporation has adopted the disclosure provisions of SFAS 148 beginning in the quarter ended March 31,
2003, and has included the required disclosures in Note 7 to the unaudited consolidated financid
Satements.



FASB Interpretation No. 45, Guarantor’ s Accounting and Disclosure Requirementsfor Guarantees,
Including Indirect Guarantees of I ndebtedness of Others (*FIN 45”) daborates on thedisclosuresto be
made by a guarantor in its financid statements about its obligations under certain guarantees thet it has
issued. It dso darifiesthat aguarantor isrequired to recognize, at theinception of aguarantee, aliability for
the fair value of the obligation undertaken in issuing the guarantee. The initid recognition and initid
measurement provisions of FIN 45 are applicable on a prospective basis to guaranteesissued or modified
after December 31, 2002, irrespective of the guarantor’s fiscal year-end. The disclosure requirementsin
FIN 45 are effective for financid statements of annua periods ending after December 15, 2002. The
adoption of FIN 45 did not have amateriad effect on the financid statements of the Corporation.

In April 2003, the FASB issued SFAS No. 149, Amendments of Statement 133 on Derivative
Instruments and Hedging Activities (* SFAS149”). SFAS 149 amendsand clarifiesfinancia accounting
and reporting for derivaiveingruments, incuding certain derivativeingruments embedded in other contracts
and for hedging activities under FASB Statement No. 133, Accounting for Derivative Instruments and
Hedging Activities. SFAS 149 requiresthat contracts with comparable characteristics be accounted for
amilaly. In particular, SFAS 149 (1) clarifies under what circumstances a contract with an initid net
investment meets the characterigtic of a derivative discussed in paragraph 6(b) of Statement 133, (2)
clarifies when a derivative contains a financing component, (3) amends the definition of an underlying to
conformiit to language used in FIN 45, and (4) amends certain other existing pronouncements. SFAS 149
is effective for contracts entered into or modified after June 30, 2003, with certain exceptions. The
adoption of SFAS 149 did not have a materid effect on the financiad statements of the Corporation.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain Financial Instruments with
Characteristicsof both Liabilitiesand Equity (“ SFAS150”). SFAS 150 establishes standardsfor how
an issuer classfies and measures certain financia instruments with characterigtics of both ligbilities and
equity. SFAS 150 is effective for financid instruments entered into or modified after May 31, 2003, and
otherwise is effective at the beginning of thefirst interim period beginning after June 15, 2003, with certain
exceptions. The adoption of SFAS 150 did not have a materid effect on the financia statements of the
Corporation.

Note 3 - Earnings per Share

Theweighted average number of common shares used to calculate earnings per sharefor the periodsended
September 30, 2003 and 2002 were as follows:

Three months ended Nine months ended
September 30, September 30,
2003 2002 2003 2002
Basic weighted - average shares 2,552,917 2,635,219 2,546,581 2,756,135
Effect of dilutive securities 153,486 110,849 128,019 101,569
Diluted weighted - average shares 2,706,403 2,746,068 2,674,600 2,857,704




Note 4 - Declaration of Dividends

At their meeting on August 25, 2003, the Board of Directors declared an $0.18 (eighteen cent) per share
cash dividend on the common stock of the Corporation. The cash dividend was paid on
September 24, 2003 to the stockholders of record at the close of business on September 9, 2003.
Note 5 - Investment Securities

Investment securities congsted of the following (in thousands):

September 30, 2003

Amortized Far
Hedd-to-Maturity Cost Vdue
Municipd securities $ 12,938 $ 13,175
U. S. Government and Agency obligations 56,535 56,599
Ceartificates of deposit 20,000 20,000

$89.473 $89.774

Note 6 - L oans Receivable

Loans receivable conssted of the following (in thousands):

September 30, 2003 December 31, 2002
First mortgage loans.
One- to four- family residences $257,986 $289,106
Commercid 73,185 64,888
Multifamily 10,479 5,821
Other properties 1,940 1,735
Congtruction 74,044 49,144
Less
Unearned discounts (140) (178)
Undisbursed loan funds (29,522) (20,618)
Deferred |oan fees, net (878) (1,414)
Totd fird mortgage loans 387,094 388,484
Consumer and other loans
Commercid 32,301 28,213
Automoabile 22,751 22,570
Consumer 9,654 7,741
Home equity and second mortgage 33,971 31,670
Savings 2,328 2,158
Other 4,216 3,907
Deferred loan costs, net 254 254
Tota consumer and other loans 105,475 96,513
Allowance for loan losses (1,741) (1,529)
Loans receivable, net $490.828 $483,468




Nonaccrual loans at September 30, 2003 were $4.5 million. All loans 90 days or more past due and
certain restructured |oans are recorded as nonaccrud.

A summary of the activity in the dlowance for loan lossesis as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

2003 2002 2003 2002

Balance a beginning of period $1,717 $1,458 $1,529 $923
Provisons for estimated losses 204 247 619 983

Recoveries 13 25 54 63

Other -- -- -- 35

L osses charged off 193 (648) (461) 922

Balance a end of period $L.741 $1.082 $L.741 $1.082

L osses charged off in the three months ended September 30, 2003 decreased $455,000 from $648,000
for the three months ended September 30, 2002, to $193,000 for the same period in 2003. Losses
charged off in the nine months ended September 30, 2003 decreased $461,000 from $922,000 for thenine
months ended September 30, 2002 to $461,000 for the same period in 2003. Thedecreaseinthelevel of
charge-offs for the three and nine month periods was primarily the result of a $450,000 charge-off on a
sngle commercid red estate loan in 2002.

Note 7 — Stock Option Plan

At September 30, 2003, the Corporation had one stock option plan in effect covering key employees and
directors. The planismore fully described in the Notes to Consolidated Financid Statementsincluded in
the Corporation’s2002 Annua Report to Stockholders. The Corporation accountsfor this plan under the
recognition and measurement principles of APB Opinion No. 25, Accounting for Stock Issued to
Employees, and related interpretations. No stock-based employee or director compensation cost is
recognized in net income, as dl options granted under the plan had an exercise price equa to the market
vadue of the underlying stock on the dete of grant. The following table illugtrates the effect on net income
and earnings per share if the Corporation had gpplied the fair value recognition provisons of FASB

Statement 123, Accounting for Stock-Based Compensation, to stock-based employee and director

compensation:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
Net income (in thousands):
Asreported $1,872 $2,224 $5,743 $5,814
Proforma 1,865 2,217 5,727 5,791
Earnings per share;
Basic, as reported $0.73 $0.84 $2.26 $2.11
Basc, proforma 0.73 0.84 2.25 2.10
Diluted, as reported 0.69 0.81 2.15 2.03
Diluted, proforma 0.69 0.81 2.14 2.03



MANAGEMENT'S DISCUSSION AND ANALY SIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Critical Accounting Policies

Various eements of our accounting policies, by ther nature, are inherently subject to estimation
techniques, val uation assumptionsand other subjective assessments. In particular, the methodol ogy for the
determination of our alowancefor loan losses, dueto the judgments, estimates and assumptionsinherent in
that policy, is critica to preparation of our financid satements. This policy and the judgments, estimates
and assumptions are described in greater detal in subsequent sections of Management’ s Discussion and
Andyss and in the notes to the unaudited financid statements included herein.  We believe that the
judgments, estimates and assumptions used in the preparation of our financid statements are gppropriate
giventhefactud circumstancesat thetime. However, given the sengitivity of our financia satementsto this
critica accounting policy, the use of other judgments, estimates and assumptions could result in materid
differencesin our financia condition or results of operations.

General. At September 30, 2003, the Corporation's assets amounted to $695.8 million as
compared to $679.9 million at December 31, 2002. The $15.9 million or 2.3% increasewas primarily due
to anincrease of $29.0 million or 65.1% in cash and cash equivaents, anincrease of $7.4 millionor 1.5%in
net loans receivable, and an increase of $3.8 million or 35.6% in office properties and equipment. The
increase in office properties and equipment was primarily due to the new corporate heedquarters building
and furnishingsin north Harrison, Arkansas. The building was under construction at December 31, 2002
and was completed in June 2003. Such increases were partialy dfset by a $25.0 million or 21.8%
decrease in investment securities held to maturity. The funds available from the proceeds of matured or
cdled investment securities held to maturity and the increase in deposits and FHLB advances were
temporarily invested in cash and cash equiva ents and used to fund loan growth. Liabilitiesincreased $11.6
million or 1.9% to $622.2 million at September 30, 2003 compared to $610.6 million at December 31,
2002. Theincreasein lidbilitieswas primarily dueto anincreaseof $4.1 millionor 0.7% in depositsand an
increase of $4.9 million or 12.7% in advances from the Federad Home Loan Bank of Ddlas ("FHLB of
Ddlas"). Stockholders equity amounted to $73.6 million or 10.6% of total assets at September 30, 2003
compared to $69.3 million or 10.2% of total assets at December 31, 2002.

L oans Receivable. Net loans receivable increased by $7.4 million, or 1.5%, to $490.8 million a
September 30, 2003 from $483.5 million at December 31, 2002. Theincreasein net loansrecevablewas
comprised mainly of increasesin commercia red etaeloansof $8.3 million, multifamily red estateloansof
$4.7 million, congtruction loans, net of undisbursed funds, of $16.0 million, consumer loansof $4.9 million,
and commercid loans of $4.1 million. Such increases were partialy offset by a decrease in one- tofour-
family resdentid loans of $31.1 million In recent years, the Bank has placed an increased emphasis on
commercid red estatelending, congruction lending, commercid lending and consumer lending to diversify
itsloan portfolio, increase the average yield onitsloan portfolio, expand its operations and provide greater
opportunities to cross-sdl its products. Such lending generdly carries a higher degree of risk of
uncollectibility.
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Loan originationsfor the nine month period ended September 30, 2003 consisted of $164.2 million
in one- to four- family resdentia loans, $103.6 million of which were originated for sdein the secondary
market, $6.0 million in multifamily residentia loans, $30.3 million in commercid red edtate loans, $17.4
million in commercid loans, $66.5 million in construction loans and $43.3 million in consumer instalment
loans, of which $19.3 million consgsted of home equity loans and $12.3 million consisted of automobile
loans. Of the $66.5 million in construction loan originations, $60.5 million was advanced for resdentia
congtruction and $6.0 million was advanced for non-residentia construction.

Asset Quality. The following table sets forth the amounts and categories of the Bank's

nonperforming assets at the dates indicated.

Nonaccrud loans.
One- to four-family resdentid
Multi-family resdential
Condruction loans
Commercid red edtate
Commercid loans
Consumer loans

Tota nonaccrud loans

Restructured loans
Repossessed assets
Red estate owned

Nonperforming assets

Totd nonaccrua and restructured loans
as apercentage of total loans receivable

Totd nonperforming assets as a
percentage of tota assets

September 30,

2003

December 31, 2002

(Dollarsin Thousands)

$2,763

$9.344

1.60%

1.34%

$2,184

$7.308

1.37%

1.07%

Theincreasein nonaccrud loansisattributable to two unrel ated borrowerswith loan baancestotaling
approximately $1.8 million. The Bank does not expect to incur losses on these loans based on the
edimated value of the collatera properties. Asaresult, no specific val uation alowance has been recorded

for these loans.

Allowance for Loan Losses. The alowance for loan losses was $1.7 million or 0.33% of total
loans at September 30, 2003, compared to $1.5 million or .30% of total loans at December 31, 2002.
Nonperforming assets, cong sting of nonaccrual and restructured |oans and repossessed assets, amounted to
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$9.3 million or 1.34% of total assets at September 30, 2003, compared to $7.3 million or 1.07% of total
assets at December 31, 2002.  The allowance for loan losses includes $232,000 and $625,000 in
allowances dlocated to specific loans as of September 30, 2003 and December 31, 2002, respectively.

The adlowance for loan losses is evauated on a regular basis by manegement and is based upon
management’ speriodic review of the collectibility of theloansinlight of hitorical experience, the natureand
volume of the loan portfolio, adverse Situations that may affect the borrower’ s ability to repay, estimated
vaue of any underlying collaterd and prevailing economic conditions. Thisevadudionisinherently subjective
asit requires estimatesthat are susceptible to Sgnificant revison as conditions change and moreinformation
becomes available.

The Bank reviews its non-homogeneous loans for impairment on a quarterly bass. The Bank
consders commercid red estate, non-one- to four- family condruction, multifamily, other non-residentia
red estate, and commercia loans to be non-homogeneous loans. A loan is considered impaired when,
based on current information and events, it is probable that the Bank will be unable to collect the scheduled
payments of principa or interest when due according to the contractua terms of the loan agreement.
Factors considered by management in determining impa rment include payment satus, collaterd vaue, and
the probability of collecting scheduled principa and interest payments when due. Loans that experience
inggnificant payment delays and payment shortfdls generdly are not classified asimpaired. Management
determines the sgnificance of payment delays and payment shortfals on a case-by-casebasis, taking into
consderation dl of the circumstances surrounding the loan and the borrower, including the length of the
delay, the reasons for the delay, the borrower’ s prior payment record, and the amount of the shortfal in
relation to the principa and interest owed. Impairment is measured on aloan by loan basis by either the
present value of expected future cash flows discounted at the loan's effective interest rate, the loan's
obtainable market price, or thefar value of the collaterd if the loan is collateral dependent.

Large groups of smdler baance homogeneous loans are collectively evduated for impairment.
Accordingly, the Bank does not separately identify individua consumer and residentia |oansfor impairment
disclosures. Homogeneousloansarethosethat are considered to have common characteristicsthat provide
for evauation on an aggregate or pool basis. The Bank considers the characteristics of (1) one- to four-
family resdentid first mortgageloans, (2) unsecured consumer loans, and (3) collateralized consumer loans
to permit consideration of the gppropriateness of the dlowance for losses of each group of loanson apool
bass. Theprimary methodology used to determinethe gppropriateness of the dlowancefor lossesincludes
segregating certain specific, poorly performing loans based on their performance characterigtics from the
pools of loans asto type, grading theseloans, and then gpplying alossfactor to the remaining pool baance
based on severd factorsincluding past |oss experience, inherent risks, economic conditionsin the primary
market aress, and other factors which usudly are beyond the control of the Bank.

In estimating the amount of credit losses inherent in our loan portfolio, various judgments and
assumptions are made. For example, when ng the condition of the overal economic environment,
assumptions are made regarding future market conditions and their impact on the loan portfolio. In the
event theloca or nationa economy were to sustain a prolonged downturn, the loss factors gpplied to our
portfolios may need to be revised, which may sgnificantly impact the measurement of thedlowancefor loan
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losses. For impaired loans that are collaterd-dependent, the estimated fair value of the collaterd may
deviate sgnificantly from the proceeds received when the collaterd is sold.

Although we consider thedlowance for loan losses of $1.7 million adequate to cover lossesinherent
inour loan portfolio at September 30, 2003, no assurance can be given that we will not sustain loan losses
that are Sgnificantly different from the amount reserved, or that subsequent eval uations of theloan portfalio,
in light of factors then prevailing, would not result in a ggnificant change in the alowance for loan losses.

Investment Securities. Investment securities, dl of which were dassfied as held to maturity,
amounted to $89.5 millionas of September 30, 2003, compared to $114.5 million as of December 31,
2002. During the first nine months of 2003, investment securities totaling $249.0 million were purchased
and $274.0 million matured or were caled, resulting in anet decrease of $25.0 million or 21.8%. The
compoadition of the changein investment securitiesheld to maturity from December 31, 2002 to September
30, 2003 was adecreasein U.S. government agency securities of $8.9 million, adecreasein certificates of
deposit of $20.3 million, and an increase in municipa securities of $4.2 million.

Deposits. Deposits at September 30, 2003 amounted to $572.9 million, anincrease of $4.1 million
or 0.7% from the December 31, 2002 balance of $568.8 million. The Bank doesnot advertisefor deposits
outsgde of its primary market area of Northcentral and Northwest Arkansas. The Bank continued to
experience a change in the mix of deposits due to the current low interest rate environment. The primary
components of the change in depositsduring thefirst nine months of 2003 wereincreasesin money market
accountsof $27.2 million and checking accounts of $10.6 million and adecreasein certificates of deposit of
$34.9 million.

Borrowed Funds. Borrowed funds, which consst entirdy of FHLB of Ddlas advances, increased
by $4.9 million or 12.7% to $43.5 million & September 30, 2003 from $38.6 million at December 31,
2002. The Bank is continuing to obtain advances to take advantage of the current low interest rate
environment and extend the maturity of the portfolio.

Stockholders Equity. Stockholders equity increased $4.3 million to $73.6 million a
September 30, 2003 from $69.3 million at December 31, 2002. Theincreasein sockholders equity was
primarily dueto netincome of $5.7 million resulting from continued profitable operations and thei ssuance of
55,284 shares of treasury stock totaling $1.1 million as a result of the exercise of stock options. Such
increase was partidly offset by the purchase of 83,700 shares of treasury dock totding $2.4 millionin
connection with the Corporation’s stock repurchase plan and, to a lesser extent, the payment of cash
dividends aggregating $1.3 million
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Aver age Balance Sheets

The following table sets forth certain information relaing to the Corporation’ s average balance sheets and reflects the average yied on assets and
average cost of lighilitiesfor the periodsindicated and the yields earned and rates paid at September 30, 2003. Suchyieldsand costsarederived by dividing
income or expense by the average balance of assets or liabilities, repectively, for the periods presented and outstanding balances at September 30, 2003.
Average balances are based on daily baances during the period.

September
30, Three Months Ended September 30, Nine Months Ended September 30,
2003 2003 2002 2003 2002
Average Average Average Average
Average Yield/ Average Yield/ Average Yield/ Average Yield/
Yield/Cost Balance Interest Cost Balance Interest Cost Balance Interest Cost Balance Interest Cost
(Dollars in Thousands) (Doallars in Thousands)
Interest-earning assets:
Loans receivable(1) 6.80% $492,229 $8,450 6.87% $486,747 $9,267 7.62% $489,302 $25,842 7.04% $479,655  $27,756 7.72%
Investment securities(2) 4.33 77,684 845 4.35 111,848 1,643 5.87 94,037 2,941 417 109,033 4,983 6.09
Other interest-earning assets .89 78,404 180 .92 38,778 160 1.65 63,425 498 1.05 54,686 676 1.65
Total interest-earning assets 5.89 648,317 9,475 5.85 637,373 11,070 6.95 646,764 29,281 6.04 643,374 33,415 6.92
Noninterest-earning assets 47,225 38,337 44,834 37,818
Total assets $605.542 $675.710 $ 691,508 $681.102
Interest-bearing liabilities:
Deposits 2.37 573,593 3,459 241 $570,145 4,679 3.28 571,403 11,247 2.62 $565,682 15,065 3.55
Other borrowings 3.04 44,886 340 3.04 31,801 443 5.57 44,280 1,058 3.19 39,762 1,810 6.07
Total interest-bearing liabilities 242 618,479 3,799 2.46 601,946 5,122 3.40 615,683 12,305 2.66 605,444 16,875 3.72
Noninterest-bearing liabilities 3,560 4,165 3,896 4,661
Total liabilities 622,039 606,111 619,579 610,105
Stockholders' equity 73,503 69,599 72,019 71,087
Total liabilities and
stockholders' equity $605.542 $675.710 $601.508 $681.192
Net interest income $2.676 $2.048 $16.076 $16.540
Net earning assets $22.838 $30.427 $31.081 $37.930
Interest rate spread 3.47% 3.39% 3.55% 3.38% 3.20%
Net interest margin 3.50% 3.73% 3.50% 3.43%
Ratio of interest-earning assets to
interest-bearing liabilities 104.82% 105.89% 105.05% 106.26%

(1) Includes nonaccrua loans.
(2) Includes FHLB of Dadlas stock.
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Rate/Volume Analysis

The table below setsforth certain information regarding changesin interest income and interest expense of the Corporation for the periodsindicated.
For each category of interest-earning assetsand interest- bearing liabilities, information is provided on changes attributableto (i) changesin volume (changesin
average volume multiplied by prior rate); (ii) changesin rate (changein rate multiplied by prior average volume); (iii) changesin rate-volume (changesinrate
multiplied by the change in average volume); and (iv) the net change.

Interest income:
Loansrecavable............ccouu......
Investment securities..................
Other interest-earning ass4ts.......

Totd interest-earning

Totd interest-bearing
lidoilities. .....oeeeeeereceeene,
Net change in net interest income

Three Months Ended September 30, Nine Months Ended September 30,
2003 vs. 2002 2003 vs. 2002
Increase (Decrease) Increase (Decrease)
Dueto Dueto
Totd Tota
Rate/ Incresse Rate/ Increase
Volume Rate Voume  (Decrease) Voume Rate Volume (Decrease)
(In Thousands) (In Thousands)
$104 $(911) $(10) $(817) $558 $(2,424) $(48) $(1,914)
(502) (426) 130 (798) (685) (1,573) 216 (2,042
_164 (71) (3 _20 108 (246) (40 (178)
(234) (1,408) 47 (1,595) (19) (4,243) 128 (4,134)
28 (1,241) (7 (1,220) 152 (3,930) (40) (3,818)
182 (201) (84) (103) 206 (861) (97) 752
210 (1,442) (91) (1,323) 358 (4,791) (137) (4,570)
$444) $_34 $138  $ (272 $(377) $_548 $ 265 $_ 436
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Results of Operationsfor the Three Months Ended September 30, 2003 and 2002

General. The Corporation reported net income of $1.9 million during the three months ended
September 30, 2003 compared to net income of $2.2 million for the same period in 2002. The decrease of
$352,000 in net income in the 2003 period compared to the same period in 2002 was primarily due an
increase in noninterest expense and a decrease in net interest income, which were offset by anincreasein
noninterest income and decreases in the provisons for loan losses and income taxes. Net interest income
decreased from $5.9 million for the three months ended September 30, 2002 to $5.7 million for the same
period in 2003. Net interest income is determined by the Corporation's interest rate spread (i.e., the
difference between the yields earned on itsinterest-earning assets and therates paid on itsinterest- bearing
ligbilities) and the rdative amounts of interex-earning assets and interest-bearing lidbilities The
Corporation'sinterest rate spread and net interest margin decreased to 3.39% and 3.50%, respectivdy, for
the 2003 three month period compared to 3.55% and 3.73%, respectively, for the 2002 three month
period. The decreases in the interest rate Soread and net interest margin were primarily the result of
declining interest rates and an increase in the Bank’ s podition in lower-yidding short-term invesments
resulting from proceeds of called bonds. Thedeclinein interest ratesresulted in a 110 basis point reduction
in the yied on interest- earning assets and a 94 basi s point reduction in the cost of interest-bearing lidbilities
from the three month period ended September 30, 2002 to the three month period ended September 30,
2003. These and other significant fluctuations in operations are discussed below.

Interest Income. Interest income amounted to $9.5 million for the three months ended
September 30, 2003 compared to $11.1 million for the same period in 2002. The decrease of $1.6 million
or 14.4% was primarily due to decreasesin the average yields earned on net loans receivable, investment
securities, and other interest earning assets, primarily overnight funds, and adecreasein the average baance
of investment securities. The average yidd on interest earning assets decreased 110 basis points from
6.95% for the three months ended September 30, 2002 to 5.85% for the three months ended
September 30, 2003, primarily as aresult of the declining leve of interest rates.

Interest Expense. Interest expense decreased $1.3 million or 25.8% to $3.8 million for the three
months ended September 30, 2003 compared to $5.1 million for the same period in 2002. Such decrease
was primarily dueto adecreasein the interest rates paid on deposits and FHLB of Ddlas advances. The
decrease in the interest rates paid on deposits was primarily the result of maturing certificatesand variable
interest bearing accounts being repriced to lower interest rates. Theaverage cost of deposits decreased 87
basis points from 3.28% for the three months ended September 30, 2002 to 2.41% for the three months
ended September 30, 2003, primarily as areault of the declining leve of interest rates.

Provision for Loan Losses. The provision for loan losses amounted to $204,000 for the three
months ended September 30, 2003 compared to $247,000 for the same period in 2002.

Provisonsfor |oan lossesinclude chargesto reduce the recorded balance of loansto their estimated

far vdue. Such provison and the adequacy of the alowance for loan losses is evaduated quarterly by
management of the Bank based on the Bank’ s past |oan |oss experience, known and inherent risksin the
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portfolio, adverse Stuations that may affect the borrower’ s ability to repay, the estimated vaue of any
underlying collatera and current economic conditions.

Noninterest Income. Noninterest income increased $538,000 or 40.7% to $1.9 million for the
three months ended September 30, 2003 compared to $1.3 million for the three months ended September
30, 2002. Theincreasein noninterest incomefor the three month comparabl e periods ended September 30
was primarily due to an increase of $419,000 in gain on sde of mortgage loans. Gain on sde of mortgage
loans increased due to increased secondary market activity compared to last year due to continued low
mortgage loan interest rates. Originations of loans for sae in the secondary market amounted to $42.1
million for the quarter ended September 30, 2003, compared to $19.9 million for the quarter ended
September 30, 2002. Proceeds from loan sdes increased from $16.0 million for the quarter ended
September 30, 2002 to $44.3 million for the quarter ended September 30, 2003.

Noninter est Expense. Noninterest expenseincreased $930,000 or 25.7% between the 2002 and
2003 three month periods ended September 30. Such increase was primarily due toincreasesin saaries
and employee benefits, net occupancy expense, data processing expense and other noninterest expenses.

Theincrease of $497,000 in salaries and employee benefitswas primarily composed of a$279,000
increase in compensation expense due to an increase in personnd aswell as sdary and merit increases, a
$19,000 increase in related payroll taxes, a $94,000 increase in the employee stock ownership plan
expense as aresult of the increase in the average stock price of the Corporation’s common stock, and a
$147,000 increase in the required contribution to the multiemployer pension plan.

The $147,000 increase in net occupancy expense was primarily dueto agenera increasein office
properties and equipment related to the overadl growth of the Bank. Depreciation expense increased
$103,000, repairs and maintenance increased $18,000, and utilities expense increased $16,000. New
locations were opened during 2003, including the new corporate headquarters in  June and the new
Bentonville officein Augus.

Data processing expenseincreased $111,000 between the three month periods ended September
30 due to growth and additiona product and service offerings.

Other noninterest expenseincreased $149,000, thelargest component of which wasanincressein
fees paid to consultants of $115,000. The increase is mainly attributable to fees paid to the overdraft
program consultant resulting from increased fee income and fees pad to a consulting firm related to
preparation for internal control assertion and attestation under the new requirements of the Sarbanes- Oxley
Act of 2002.

Income Taxes. Income taxes amounted to $914,000 and $1,183,000 for the three months ended
September 30, 2003 and 2002, respectively, resulting in effective tax rates of 32.8% and 34.7%,
respectively. The decreasein theincometax provison was due primarily to adecrease in taxableincome.
The decrease in the effective tax rate resulted primarily from the tax benefit resulting from employees
exercise of stock options.
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Results of Operationsfor the Nine Months Ended September 30, 2003 and 2002

General. The Corporation reported net income of $5.7 million during the nine months ended
September 30, 2003 compared to net income of $5.8 million for the same period in 2002. The decrease of
$71,000 in net income in the 2003 period compared to the same period in 2002 was primarily dueto an
increase in noninterest expenses, which were offset by increases in net interest income and noninterest
income and decreases in the provision for loan losses and income taxes. Net interest income increased
$436,000 from $16.5 million for the nine months ended September 30, 2002 to $17.0 million for the same
period in 2003. The Corporation's interest rate spread and net interest margin increased to 3.38% and
3.50%, respectively, for the 2003 nine month period compared to 3.20% and 3.43%, respectively, for the
2002 ninemonth period. Theincreasesintheinterest rate goread and net interest margin were primarily the
result of declining nterest rates and the Bank’s liability-sengtive postion. The decline in interest rates
resulted in a 106 basis point reduction in the cost of interest-bearing liabilities to 2.66% for nine months
ended September 30, 2003 compared to 3.72% for the nine months ended September 30, 2002.

Interest Income. Interest income amounted to $29.3 million for the nine months ended
September 30, 2003 compared to $33.4 million for the same period in 2002. Thedecrease of $4.1 million
was primarily due to a decrease in the average yield earned on net loans receivable, investment securities
and other interest earning assets, primarily overnight funds, and a decrease in the average baance of
investment securities, which were partidly offset by an increase in the average balance of net loans
recelvable. Theaverageyield oninterest earning assets decreased 88 basis pointsfrom 6.92% for thenine
months ended September 30, 2002 to 6.04% for the nine months ended September 30, 2003, primarily as
aresult of the declining leve of interest rates.

Interest Expense. Interest expense decreased $4.6 million or 27.1% to $12.3 million for the nine
months ended September 30, 2003 compared to $16.9 million for the same period in 2002. Such decrease
was primarily due to a decrease in the interest rates paid on deposits and FHLB of Ddlas advances. The
decrease in the interest rates paid on deposits was primarily the result of maturing certificates and variable
interest bearing accounts being repriced to lower interest rates. The average cost of depositsdecreased 93
basis points from 3.55% for the nine months ended September 30, 2002 to 2.62% for the nine months
ended September 30, 2003, primarily as aresult of the declining leve of interest rates.

Provision for Loan L osses. Provison for loan losses amounted to $619,000 for the nine months
ended September 30, 2003 compared to $983,000 for the same period in 2002. The decreasein the
provison for loan losses was due to an estimated loss on a single commercid red estate ban of
approximately $415,000 recorded in the nine months ended September 30, 2002.

Provisonsfor |oan lossesinclude chargesto reduce the recorded balance of loansto their estimated
far vdue. Such provison and the adequacy of the adlowance for loan losses is evauated quarterly by
management of the Bank based on the Bank’ s past |oan |oss experience, known and inherent risksin the
portfolio, adverse Stuations that may affect the borrower’ s ability to repay, the estimated vaue of any
underlying collatera and current economic conditions.
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Noninterest Income. Noninterest incomeincreased $1.7 million or 43.4% to $5.5 million for the
nine months ended September 30, 2003 compared to $3.9 million for the nine months ended
September 30, 2002. The increase in noninterest income for the nine month comparable periods ended
September 30 was primarily due to an increase of $957,000 in gain on sde of mortgage loans and the
appreciation of contributed assets of $414,000.

Gain on sde of mortgage loans increased due to increased secondary market activity compared to
last year due to continued low mortgage loan interest rates. Originations of loansfor salein the secondary
market amounted to $41.7 million for the nine months ended September 30, 2002, compared to $107.1
million for the nine months ended September 30, 2003. Proceeds from loan sales increased from $43.0
million for the nine months ended September 30, 2002 to $113.4 million for the nine months ended
September 30, 2003.

The appreciation of contributed assetswas recorded in connection with an adjustment of the carrying
value of donated red estate to estimated fair vdue. A corresponding expense in the amount of $414,000
was aso recorded and isincluded in the balance of contributions expense. The effect of thiscontributionis
further described below.

Noninter est Expense. Noninterest expense increased $3.0 million or 28.0% between the 2002
and 2003 nine month periods ended September 30. Such increase was primarily due to increases in
sdaries and employee benefits, net occupancy expense, data processing expense, contributions expense,
and other noninterest expenses.

The increase of $1.3 million in salaries and employee benefits was primarily composed of a
$816,000 increase in compensation expense due to an increase in personnel as well as sdary and merit
increases, an $80,000 increase in related payroll taxes, a $164,000 increase in the employee stock
ownership plan expense asaresult of theincreasein the average stock price of the Corporation’scommon
stock, a $38,000 increase in the Corporation’s management recognition and retention plan (“MRP”)
compensation expense dueto the awarding of 5,000 shareson April 30, 2003, and a$255,000 increasein
the required contribution to the multiemployer pension plan. At September 30, 2003, tota unearned
compensation related to the MRP amounted to $96,000. Thisamount will be recognized ratably over the
period ending April 30, 2007.

The $426,000 increase in net occupancy expense was due in part to the purchase of furnitureand
accessories for the new corporate office that opened June 2, 2003. Furniture and accessories totaing
$120,000 were expensed in the nine months ended September 30, 2003. 1n addition, depreciation expense
increased $253,000 from the nine months ended September 30, 2002 to the same period in 2003 dueto a
generd increase in office properties and equipment related to the overal growth of the Bank.

Data processing expense increased $247,000 between the nine month periods ended September
30 due to growth and additiona product and service offerings.
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Contributions expenseincreased $410,000, mainly due to the contribution of red estate discussed
above, offset by a decrease of $90,000 in other contributions. The $523,000 balance of contributions
expensefor the ninemonths ended September 30, 2003, includesthefair vaue of the donated red estate of
$500,000.

Other noninterest expenseincreased $377,000, thelargest component of which wasanincreasein
fees pad to consultants of $190,000. The increase is mainly attributable to payments to the project
manager for furniture and accessory acquisitions related to the new corporate office, fees paid to the
overdraft program consultant resulting from increased fee income and feespaid to aconsulting firm related
to preparation for interna control assertion and attestation under the new requirements of the Sarbanes-
Oxley Act of 2002.

Income Taxes. Incometaxesamounted to $2.6 million and $3.0 million for the nine months ended
September 30, 2003 and 2002, respectively, resulting in effective tax rates of 31.1% and 34.1%,
respectively. The decreasein theincometax provision was due primarily to adecrease in taxable income.
The decrease in the effective tax rate resulted primarily from the tax benefit resulting from employees
exercise of stock options.

Liquidity and Capital Resour ces

The Bank'sliquidity, represented by cash and cash equivalentsand eigibleinvestment securities, isa
product of its operating, investing and financing activities. The Bank’s primary sources of funds are
deposits, collections on outstanding loans, maturitiesand cdls of investment securitiesand other short-term
invesments and funds provided from operations. While scheduled ban amortization and maturing
investment securities and short-term investments are rel atively predictable sources of funds, deposit flows
and loan prepayments are greatly influenced by generd interest rates, economic conditions and competition.

The Bank managesthe pricing of its deposits to maintain asteady deposit baance. In addition, the Bank
invests excess funds in overnight deposits and other short-term interest-earning assets which provide
liquidity to meet lending requirements. The Bank has generdly been able to generate enough cash through
theretail depost market, itstraditiona funding source, to offsat the cash utilized ininvesting activities. Asan
additional source of funds, the Bank hasborrowed from the FHLB of Dallas. At September 30, 2003, the
Bank had outstanding advancesfrom the FHL B of Dallas of $43.5 million. Such advanceswereusedinthe
Bank’s norma operating and investing activities.

Asof September 30, 2003, the Bank's regulatory capital wasin excess of al gpplicableregulatory
requirements. At September 30, 2003, the Bank'stangible, core and risk-based capitd ratiosamounted to
9.94%, 9.94% and 16.47%, respectively, compared to applicable requirements of 1.5%, 4.0% and 8.0%,

repectively.
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Off-Balance Sheet Arrangements and Commitments

The Corporation, in the norma course of business, makes commitmentsto buy or sall assetsor to incur or
fund ligbilities. Commitments include, but are not limited to:

the origination, purchase or sale of loans,

the purchase of investment securities,

the fulfillment of commitments under |etters- of- credit, extensons of credit on home equity lines of
credit and congtruction loans, and

the commitment to fund withdrawas of savings accounts a maturity.

At September 30, 2003, the Bank's off-baance sheat arangements principaly included lending
commitments, which are described below. At September 30, 2003, the Corporation had no interestsin
non-consolidated specia purpose entities.

At September 30, 2003, commitments included:

total approved loan origination commitments outstanding amounting to $16.7 million, induding $2.9
million of loans committed to sAl;

ratelock agreementswith customers of $3.9 million, dl of which have been locked with aninvestor;
unadvanced portion of congtruction loans of $29.5 million;

unused lines of credit of $18.8 million;

outstanding standby letters of credit of $1.7 million; and

certificates of deposit scheduled to mature in one year or less totaling $188.5 million.

Based on historical experience, management believes that a Sgnificant portion of maturing deposits will
reman with the Bank. We anticipate that we will continue to have sufficient funds, through repayments,
deposits and borrowings, to meet our current commitments.

Impact of Inflation and Changing Prices

The financid satements and related financia data presented herein have been prepared in
accordance with ingructions to Form 10-Q, which require the measurement of financid podtion and
operating resultsintermsof higtorica dollars, without cong dering changesin rdative purchasing power over
time due to inflation.

Unlike most industrid companies, virtudly dl of the Bank's assets and liahilities are monetary in

nature. As a result, interest rates generaly have amore sgnificant impact on a financia inditution's
performance than does the effect of inflation.
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Forward-L ooking Statements

This Form 10-Q contains certain forward-looking satements and information rdating to the
Corporation that are based on the bdliefs of management aswell as assumptions made by and information
currently available to management. In addition, in those and other portions of this document, the words
“anticipate” “believe” “edimate” “except,” “intend,” “should” and Smilar expressons, or the negetive
thereof, as they relae to the Corporation or the Corporation’s management, are intended to identify
forward-1ooking statements. Such statements reflect the current views of the Corporation with respect to
futurelooking eventsand are subject to certain risks, uncertaintiesand assumptions. Should one or more of
theserisks or uncertainties materidize or should underlying assumptions proveincorrect, actua results may
vary from those described herein as anticipated, bedieved, estimated, expected or intended. The
Corporation does not intend to update these forward-looking statements.

QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

For adiscussion of the Corporation’ sasset and liability management policies aswell asthepotentid
impact of interest rate changes upon the market value of the Bank’s portfolio equity, see "Management’s
Discusson and Andyss of Financid Condition and Results of Operations' in the Corporation’s 2002
Annua Report to Stockholders. There hasbeen no materia changein the Corporation’ sasset and ligbility
position or the market value of the Bank’s portfolio equity since December 31, 2002.
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CONTROLSAND PROCEDURES

Our management evaluated, with the participation of our Chief Executive Officer and Chief Hnendd
Officer, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(€) and
15d-15(e) under the Securities Exchange Act of 1934) as of the end of the period covered by this report.
Based on such evauation, our Chief Executive Officer and Chief Financia Officer have concluded that our
disclosure controls and procedures are designed to ensure that information required to be disclosed by usin
the reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed,
summarized and reported within the time periods specified in the SEC's rules and regulations and are
operating in an effective manner.

No changein our interna control over financia reporting (as defined in Rules 13a- 15(f) and 15(d)-

15(f) under the Securities Exchange Act of 1934) occurred during the most recent fiscal quarter that has
materialy affected, or isreasonably likely to materidly affect, our internd control over financid reporting.
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[tem 1.

[tem 2.

I[tem 3.

[tem 4.

[tem 5.

Item 6.

FIRST FEDERAL BANCSHARES OF ARKANGSAS, INC.
Part |1

Lega Proceedings

Nether the Corporation nor the Bank is involved in any pending legal proceedings
other than non-materia lega proceedings occurring in the ordinary course of business.

Changesin Securities
Not applicable.

Defaults Upon Senior Securities
Not applicable.

Submission of Mattersto aVote of Security Holders
Not applicable.

Other Information

None.

Exhibits and Reports on Form 8-K

Exhibit 31.1 — Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

Exhibit 31.2 — Certification of Chief Financid Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

Exhibit 32.1 — Certification of Chief Executive Officer,
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

Exhibit 32.2 — Certification of Chief Financid Officer,
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

Reports on Form 8-K
On July 30, 2003, aForm 8-K wasfiled for the Corporation’s July 30, 2003 press
release that announced results of operations for the quarter ended June 30, 2003.

On September 26, 2003, a Form 8-K wasfiled for the Corporation’s
September 26, 2003 press rel ease that announced the election of adirector.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behaf by the undersigned thereunto duly authorized.

FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.

Date: November 3, 2003 By: /sLarry J. Brandt
Larry J. Brandt
President/CEO

Date: November 3, 2003 By: /9Sherri R. Billings

Sheari R. Billings
EVP/CFO
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EXHIBIT 31.1

PURSUANT TO RULES 13a-14 AND 150-14 OF THE SECURITIES EXCHANGE ACT OF 1934 AND

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

I, Larry J. Brandt, certify that:

1

| have reviewed this quarterly report on Form 10-Q of First Federal Bancshares of Arkansas, Inc. (the
“Registrant”);

Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to statea
material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly
present in all material respects the financial condition, results of operations and cash flows of the Registrant
as of, and for, the periods presented in this report;

The Registrant's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the Registrant and
have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and proceduresto
be designed under our supervision, to ensure that material information relating to the Registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b) evaluated the effectiveness of the Registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

c) disclosed in this report any change in the Registrant’s internal control over financial reporting that
occurred during the Registrant’ s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the Registrant’ s internal control over financia reporting; and

The Registrant's other certifying officersand | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the Registrant's auditors and the audit committee of Registrant's board of
directors (or persons performing the equivalent functions):

a) dl significant deficiencies and material weaknesses in the design or operation of internal control over
financia reporting which are reasonably likely to adversely affect the Registrant's ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employeeswho have asignificant
role in the Registrant's internal control over financia reporting.

Date: November 3, 2003 /9 Larry J. Brandt

Larry J. Brandt
Chief Executive Officer
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EXHIBIT 31.2

PURSUANT TO RULES 13a-14 AND 150-14 OF THE SECURITIES EXCHANGE ACT OF 1934 AND

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Sherri R. Billings, certify that:

1

| have reviewed this quarterly report on Form 10-Q of First Federal Bancshares of Arkansas, Inc. (the
“Registrant”);

Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to statea
material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financia statements, and other financial information included in thisreport, fairly
present in al materia respects the financia condition, results of operations and cash flows of the Registrant
as of, and for, the periods presented in this report;

The Registrant's other certifying officers and | are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(€)) for the Registrant and
have:

a) designed such disclosure controlsand procedures, or caused such disclosure controls and proceduresto
be designed under our supervision, to ensure that material information relating to the Registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

d) evauated the effectiveness of the Registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

€) disclosed in this report any change in the Registrant’s internal control over financia reporting that
occurred during the Registrant’ s most recent fiscal quarter that has materially affected, or is reasonably
likely to materially affect, the Registrant’ s internal control over financia reporting; and

The Registrant's other certifying officersand | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the Registrant's auditors and the audit committee of Registrant's board of
directors (or persons performing the equivalent functions):

a) dl dgnificant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the Registrant's ability to record,
process, summarize and report financial information; and

c) any fraud, whether or not material, that involves management or other employeeswho have asignificant
role in the Registrant's interna control over financial reporting.

Date: November 3, 2003 /9 Sherri R. Billings

Sherri R. Billings
Chief Financial Officer
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EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

The undersgned executive officer of First Federal Bancshares of Arkansas, Inc. (the” Registrant”)
hereby certifies that the Registrant’ s Form 10-Q for the three months and nine months ended September
30, 2003 fully complieswith the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 and thet theinformetion contained therein fairly presents, indl materia respects, thefinancia condition
and results of operations of the Registrant.

/dLarry J. Brandt
Larry J. Brandt
Presdent/Chief Executive Officer

Date November 3, 2003



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

The undersigned executive officer of First Federal Bancshares of Arkansas, Inc. (the” Registrant”)
hereby certifies that the Registrant’ s Form 10-Q for the three months and nine months ended September
30, 2003 fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 and thet theinformetion contained therein fairly presents, indl materia respects, thefinancia condition
and results of operations of the Registrant.

/9Sherri R. Billings
Sheri R. Billings
EVP/Chief Financid Officer

Date November 3, 2003



