FIRST. .
FEDERAL

Bancshares of Arkansas, Inc.

March 31, 2009

Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of First Federal Bancshares of
Arkansas, Inc. The meeting will be held at First Federal Bank located at 1401 Highway 62-65 North, Harrison,
Arkansas 72601, on Tuesday, April 28, 2009 at 10:00 a.m., Central Time. The matters to be considered by
stockholders at the Annual Meeting are described in the accompanying materials.

Itis very important that you be represented at the Annual Meeting regardless of the number of shares you own
or whether you are able to attend the meeting in person. We urge you to mark, sign, and date your proxy card
today and return it in the envelope provided, even if you plan to attend the Annual Meeting. This will not
prevent you from voting in person, but will ensure that your vote is counted if you are unable to attend. For
the reasons set forth in the proxy statement, the Board unanimously recommends that you vote
"FOR" each matter to be considered.

Your continued support of and interest in First Federal Bancshares of Arkansas, Inc. are sincerely
appreciated.

Sincerely,

g Tl

Larry J. Brandt
President/CEO



FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.
1401 Highway 62-65 North
Harrison, Arkansas 72601
(870) 741-7641

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on April 28, 2009

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of First Federal Bancshares of
Arkansas, Inc. (the "Company") will be held at First Federal Bank located at 1401 Highway 62-65 North,
Harrison, Arkansas 72601, on Tuesday, April 28, 2009 at 10:00 a.m., Central Time, for the following purposes,
all of which are more completely set forth in the accompanying proxy statement:

(1) To elect two directors for a term of three years and until their successors are elected and
qualified;

(2) To ratify the appointment, by the Audit Committee of the Board of Directors, of Deloitte &
Touche LLP as the Company's independent registered public accounting firm for the year
ending December 31, 2009;

(3) To approve, on a non-binding advisory basis, the compensation of the Company’s named
executive officers as determined by the Company’s Compensation Committee; and

(4) To transact such other business as may properly come before the meeting or any
adjournment thereof. Management is not aware of any other such business.

The board of directors has fixed March 9, 2009 as the voting record date for the determination of stockholders
entitled to receive notice of and to vote at the annual meeting. Only those stockholders of record as of the
close of business on that date will be entitled to vote at the annual meeting.

BY ORDER OF THE BOARD OF DIRECTORS

Tommy W. Richardson
Secretary

Harrison, Arkansas

March 31, 2009

IMPORTANT
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE ANNUAL
MEETING OF STOCKHOLDERS TO BE HELD ON APRIL 28, 2009.
The proxy materials for this Annual Meeting of Stockholders are available over the Internet at
www.cfpproxy.com/3947.

YOU ARE CORDIALLY INVITED TO ATTEND THE ANNUAL MEETING. IT IS IMPORTANT THAT YOUR
SHARES BE REPRESENTED REGARDLESS OF THE NUMBER YOU OWN. EVEN IF YOU PLAN TO
BE PRESENT, YOU ARE URGED TO COMPLETE, SIGN, DATE AND RETURN THE ENCLOSED
PROXY PROMPTLY IN THE ENVELOPE PROVIDED. IF YOU ARE THE RECORD OWNER OF YOUR
SHARES AND YOU ATTEND THE MEETING, YOU MAY VOTE EITHER IN PERSON OR BY PROXY. IF
YOUR SHARES ARE HELD BY A BROKER, BANK OR OTHER NOMINEE AND YOU WISH TO VOTE AT
THE MEETING IN PERSON, YOU MUST OBTAIN FROM THE RECORD HOLDER OF YOUR SHARES
AND BRING WITH YOU A PROXY FROM THE RECORD HOLDER ISSUED IN YOUR NAME.




FIRST FEDERAL BANCSHARES OF ARKANSAS, INC.

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS
April 28, 2009

This proxy statement is being furnished to holders of common stock, $.01 par value per share, of First Federal
Bancshares of Arkansas, Inc. (the "Company"), the holding company of First Federal Bank (the "Bank").
Proxies are being solicited on behalf of the board of directors of the Company to be used at the annual
meeting of stockholders to be held at First Federal Bank located at 1401 Highway 62-65 North, Harrison,
Arkansas 72601, on April 28, 2009 at 10:00 a.m., Central Time, for the purposes set forth in the notice of
annual meeting of stockholders. This proxy statement is first being mailed to stockholders on or about
March 31, 2009.

ABOUT THE ANNUAL MEETING OF STOCKHOLDERS
What is the purpose of the annual meeting?

At our annual meeting, stockholders will act upon (i) the election of directors, (ii) the ratification of our
independent registered public accounting firm and (iii) approve, on a non-binding advisory basis, the
compensation of the Company’s named executive officers. In addition, management will report on the
performance of the Company and respond to questions from stockholders.

Who is entitled to vote?

Only our stockholders of record as of the close of business on the record date for the meeting, March 9, 2009,
are entitled to vote at the meeting. On the record date, we had (i) 4,846,785 shares of common stock issued
and outstanding and (ii) 16,500 shares of the Company’s Fixed Rate Cumulative Perpetual Preferred Stock,
Series A (the “Series A Preferred Stock”). For each issued and outstanding share of common stock you own
on the record date, you will be entitled to one vote on each matter to be voted on at the meeting, in person or
by proxy. The shares of Series A Preferred Stock are not entitled to vote on the matters described in this
proxy statement for consideration at the annual meeting. For more information on the Series A Preferred
Stock, see “Troubled Asset Relief Program (“TARP”) and Capital Purchase Program (“CPP”)” on page 15 of
this proxy statement.

Can | access the Company’s proxy materials and annual report electronically?

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be
Held on April 28, 2009. The proxy statement and annual report are available at
www.cfpproxy.com/3947.

How do I vote?

If your shares are registered in your name, or, in other words, you are the record holder of your shares or a
stockholder of record, you may vote in person at the annual meeting or by proxy without attending the
meeting. Record stockholders may mark, sign, date, and mail the proxy card you received from management
in the return envelope. If you vote by attending the annual meeting or by submitting a proxy card, your shares
will be voted at the meeting in accordance with your instructions. If you sign and return the proxy card but do
not give any instructions on some or all of the proposals, your shares will be voted by the persons named in
the proxy card on all uninstructed proposals in accordance with the recommendations of the board of directors
given below.



If your shares are held in the name of a broker, bank or other nominee, please mark, date, sign, and return the
voting instruction form you received from your broker or other nominee with this proxy statement. As indicated
on the form or other documentation provided by your broker, bank or other nominee, you may have the choice
of voting your shares over the Internet or by telephone as instructed by your broker, bank or other nominee.
To do so, follow the instructions on the form you received from your broker, bank or other nominee.

If your shares are held by a broker, bank or other nominee and you wish to vote in person at the meeting, you
must obtain from the record holder and bring with you a proxy from the record holder issued in your name.

If my shares are held in street name by my broker, could my broker automatically vote my shares for
me?

The proposals to elect directors and to ratify the appointment of the independent registered public accounting
firm are considered “discretionary” items upon which brokerage firms may vote in their discretion on behalf of
their clients if such clients have not furnished voting instructions. The proposal to approve the non-binding
advisory vote on executive compensation is not a routine matter, so brokers do not have discretion to vote
your shares held in the brokerage firm’s account without instructions from you on this proposal. Accordingly, it
is important that you provide instructions to your broker on these matters.

Can | attend the meeting and vote my shares in person?

Yes. All stockholders are invited to attend the annual meeting. Stockholders of record can vote in person at
the annual meeting. If your shares are held by a broker, bank or other nominee and you wish to vote in person
at the meeting, you must obtain from the record holder and bring with you a proxy from the record holder
issued in your name.

Can | change my vote or revoke my proxy after | return my proxy card?

Yes. If you are a stockholder of record, there are three ways you can change your vote or revoke your proxy
any time before the proxy is voted.

*  First, you may send a written notice to Mr. Tommy Richardson, Corporate Secretary, First Federal
Bancshares of Arkansas, Inc., P.O. Box 550, Harrison, Arkansas 72602, stating that you would
like to revoke your proxy.

* Second, you may complete and submit a new proxy card with a later date. Any earlier proxies will
be revoked automatically by subsequently submitted proxies.

¢ Third, you may attend the annual meeting and vote in person. Any earlier proxy will be revoked.
However, attending the annual meeting without voting in person will not revoke your proxy.

If you have instructed a broker or other nominee to vote your shares, you must follow directions you receive
from your broker or other nominee to change your vote.

What constitutes a quorum?

The presence at the meeting, in person or by proxy, of the holders of a majority of the shares of common
stock outstanding on the record date will constitute a quorum. Proxies received but marked as abstentions
and broker “non-votes” will be included in the calculation of the number of votes considered to be present at
the meeting. A broker “non-vote” occurs when a nominee holding shares for a beneficial owner does not vote
on a particular proposal because the nominee does not have discretionary power with respect to that item and
has not received instructions from the beneficial owner.



What are the board of directors’ recommendations?

The recommendations of the board of directors are set forth under the description of each proposal in this
proxy statement. In summary, the board of directors recommends that you vote (i) “FOR” the nominees for
director described herein, (ii) “FOR” ratification of the appointment of Deloitte & Touche LLP for the year
ending December 31, 2009, and (iii) “FOR” approval of the non-binding advisory proposal regarding the
compensation of the Company’s named executive officers as described herein.

If you vote by attending the annual meeting or submitting a completed proxy card, your shares will be voted at
the meeting in accordance with your instructions. If you sign and return the proxy card but do not give any
instructions on some or all of the proposals, your shares will be voted by the persons named in the proxy card
on all uninstructed proposals in accordance with the recommendations of the board of directors given below.
Proxies solicited hereby may be exercised only at the annual meeting and any adjournment of the annual
meeting and will not be used for any other meeting.

What vote is required to approve each item?

Directors are elected by a plurality of the votes cast with a quorum (a majority of the outstanding shares
entitled to vote represented in person or by proxy) present. The person who receives the greatest number of
votes of the holders of common stock represented in person or by proxy at the annual meeting will be elected
director. The affirmative vote of a majority of the total votes present in person or by proxy is required for
approval of (i) the proposal to ratify the appointment of the independent registered public accounting firm and
(i) the proposal to approve the compensation of the named executive officers via a non-binding advisory vote.

With regard to the election of directors, you may vote in favor of or withhold authority to vote for one or more
nominees for director. Votes that are withheld and broker “non-votes” in connection with the election of one or
more nominees for director will not be counted as votes cast for such individuals and accordingly will have no
effect. An abstention and broker “non-vote” may be specified on the proposal to ratify the appointment of
Deloitte & Touche LLP as our independent registered public accounting firm for 2009 and on the advisory
proposal regarding the compensation of the Company’s named executive officers. Abstentions and broker
“non-votes” will have the effect of a vote against these two proposals.

Who pays the cost for soliciting proxies by the board of directors?

The Company will bear the cost of preparing, printing and mailing the materials in connection with this
solicitation of proxies. In addition to mailing these materials, officers and regular employees of the Company
may, without being additionally compensated, solicit proxies personally and by mail, telephone, facsimile or
electronic communication.



ITEM 1 — ELECTION OF DIRECTORS

INFORMATION WITH RESPECT TO NOMINEES FOR DIRECTOR,
CONTINUING DIRECTORS AND EXECUTIVE OFFICERS

Election of Directors

The Bylaws of the Company presently provide that the board of directors shall consist of five members, and
the Articles of Incorporation and Bylaws of the Company presently provide that the board of directors shall be
divided into three classes as nearly equal in number as possible. The members of each class are to be
elected for a term of three years or until their successors are elected and qualified, with one class of directors
to be elected annually. A majority of the members of our board of directors are independent based on an
assessment of each member’s qualifications by the board, taking into consideration the Nasdaqg Stock
Market's requirements for independence. The board of directors has concluded that
Messrs. Hammerschmidt, Savells and Conner do not have any material relationships with the Company that
would impair their independence. There are no arrangements or understandings between the Company and
any person pursuant to which such person has been elected a director. Stockholders of the Company are not
permitted to cumulate their votes for the election of directors.

Other than Larry J. Brandt, who is the father of Jeffrey L. Brandt and the cousin by marriage of Kenneth C.
Savells, no director or executive officer of the Company is related to any other director or executive officer of
the Company by blood, marriage or adoption, and each of the nominees currently serves as a director of the
Company.

Unless contrary instructions are given, shares represented by proxies solicited by the board of directors will be
voted for the election of the nominees for director listed below. If the person named as nominee should be
unable or unwilling to stand for election at the time of the annual meeting, the proxies will nominate and vote
for a replacement nominee recommended by the board of directors. At this time, the board of directors knows
of no reason why the nominees listed below may not be able to serve as a director if elected. Ages are
reflected as of December 31, 2008.

Nominees for Director for Three-Year Term Expiring in 2012

Director
Name Age Positions Held with the Company Since
Jeffrey L. Brandt 38 Director 2001
John P. Hammerschmidt 86 Chairman of the Board 1966

Board Recommendation

The board of directors recommends that you vote “FOR” the election of the above nominees for
director.



Members of the Board of Directors Continuing in Office

Directors Whose Terms Expire in 2010

Director
Name Age Positions Held with the Company Since
Larry J. Brandt 60 President, Chief Executive Officer 1979
and Director
Frank Conner 59 Director 2003
Director Whose Term Expires in 2011
Director
Name Age Positions Held with the Company Since
Kenneth C. Savells 56 Director 2000

Set forth below is information with respect to the principal occupations of the above listed individuals during at
least the last five years.

Larry J. Brandt. Mr. Brandt is President, Chief Executive Officer and a director of the Company and
Chairman, Chief Executive Officer and a Director of the Bank. He became Chairman of the Bank in 20086, its
Chief Executive Officer in 2001, its President and Managing Officer in 1987, and its Chief Operating Officer in
1984. Mr. Brandt initially was employed by the Bank in 1973.

John P. Hammerschmidt. Mr. Hammerschmidt is Chairman of the Board of the Company and the Senior
Chairman for the Bank. He is a former United States Congressman from Arkansas (1967-1993). Mr.
Hammerschmidt retired from the United States of House of Representatives in 1993.

Kenneth C. Savells. Since February 2003, Mr. Savells, a registered representative and investment advisor
representative, has been in the insurance and investment business with securities offered through LPL
Financial. From August 1999 to February 2003, Mr. Savells was employed as a registered representative with
AXA Advisors, LLC, a registered brokerage firm located in Oklahoma City, Oklahoma. Mr. Savells resides in
Harrison, Arkansas. Mr. Savells also previously held the position of Vice President of Management
Information Services for Millbrook Distribution Services, a consumer products distribution company located in
Harrison, Arkansas, where he was employed from 1981 to 1999.

Jeffrey L. Brandt. Mr. Brandt is Executive Vice President — Eastern Division of the Bank and a director of the
Company and the Bank. Mr. Brandt became an Executive Vice President of the Bank in 2006, a Senior Vice
President for the Bank in 2002 and initially was employed by the Bank in 1993.

Frank Conner. Mr. Conner has served as Vice President, Finance and Accounting and Chief Financial Officer
of FedEx Freight East (formerly American Freightways, Inc.) since February 2001. Mr. Conner previously
served as a director of American Freightways from 1989 to February 2001 and held various positions with
American Freightways, including serving as Executive Vice President-Finance and Accounting and Chief
Financial Officer from November 1995 to February 2001. Mr. Conner previously served thirteen years with
McKesson Service Merchandise in various positions including General Manager and Chief Financial Officer.
Mr. Conner served seven years in public accounting with Peat, Marwick & Mitchell prior to joining McKesson.
Mr. Conner also serves on the board of directors of P.A.M. Transportation Services, Inc. based in Tontitown,
Arkansas.



Stockholder Nominations

Article VII.D of the Company's Articles of Incorporation governs nominations for election to the board of
directors and requires all such nominations, other than those made by the board, to be made at a meeting of
stockholders called for the election of directors, and only by a stockholder who has complied with the notice
provisions in that section. The Articles of Incorporation set forth specific requirements with respect to
stockholder nominations. The Company did not receive any such nominations with respect to the 2009 annual
meeting.

Directors’ Attendance at Annual Meetings

Although we do not have a formal policy regarding attendance by members of the board of directors at annual
meetings of stockholders, we expect that our directors will attend, absent a valid reason for not doing so. The
current board members attended the 2008 annual meeting.

Committees and Meetings of the Board of the Company and the Bank

The board of directors of the Company meets on a monthly basis and may have additional special meetings.
During the year ended December 31, 2008, the board of directors of the Company met fourteen times. No
director attended fewer than 75% of the total number of board meetings or committee meetings on which he
served that were held during this period.

The board of directors of the Bank met sixteen times during 2008. The Bank has established an audit
committee and a compensation committee. Both committees currently consist of Messrs. Hammerschmidt,
Savells and Conner.

The board of directors of the Company has established various committees of the board, including an audit
committee, a compensation committee, and a nominating and corporate governance committee. The
members of each of these committees are Messrs. Hammerschmidt, Savells and Conner, all of whom are
independent as determined by the board of directors of the Company and as defined in the Nasdaq Stock
Market’s listing standards and the regulations of the Securities and Exchange Commission (“SEC”).

Audit Committee. The audit committee engages the Company’s independent registered public accounting
firm and reviews with management, the internal auditor and the independent registered public accounting firm
the Company’s systems of internal control. In addition, the committee reviews with the independent registered
public accounting firm and management the annual audited financial statements (including the Form 10-K)
and the quarterly reports on Form 10-Q and monitors the Company’s adherence to generally accepted
accounting principles. The audit committee currently consists of Messrs. Conner (Chairman),
Hammerschmidt, and Savells, all of whom are independent.

Based upon its charter, the audit committee meets a minimum of four times each year. In 2008 the audit
committee met in regular session ten times. The boards of directors of the Company and the Bank initially
adopted an Audit Committee Charter on January 28, 2003, which was amended in January 2007. The full text
of the audit committee charter is available in the Corporate Governance section of our website at
www.ffbh.com. The audit committee reviews and reassesses this charter annually.

The board of directors of the Company has determined that Mr. Conner, the Chairman of the audit committee,
meets the requirements adopted by the SEC in 2003 for qualification as an audit committee financial expert.
An audit committee financial expert is defined as a person who has the following attributes: (i) an
understanding of generally accepted accounting principles and financial statements; (ii) the ability to assess
the general application of such principles in connection with the accounting for estimates, accruals and
reserves; (iii) experience preparing, auditing, analyzing or evaluating financial statements that present a
breadth and level of complexity or accounting issues that are generally comparable to the breadth and
complexity of issues that can reasonably be expected to be raised by the registrant’s financial statements, or
experience actively supervising one or more persons engaged in such activities; (iv) an understanding of
internal control over financial reporting; and (v) an understanding of audit committee functions.
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The identification of a person as an audit committee financial expert does not impose on such person any
duties, obligations or liability that are greater than those that are imposed on such person as a member of the
audit committee and the board of directors in the absence of such identification. Moreover, the identification of
a person as an audit committee financial expert for purposes of the regulations of the SEC does not affect the
duties, obligations or liability of any other member of the audit committee or the board of directors. Finally, a
person who is determined to be an audit committee financial expert will not be deemed an “expert” for
purposes of Section 11 of the Securities Act of 1933.

Compensation Committee. The compensation committee, composed entirely of independent directors,
administers the Company’s executive compensation program. The members of the compensation committee,
Messrs. Hammerschmidt (Chairman), Savells and Conner, meet all of the independence requirements under
applicable laws and regulations, including the listing requirements of the Nasdaq Stock Market. None of the
members is a current or former officer or employee of the Company or any of its subsidiaries or has any
separate business relationship with the Company. The role of the compensation committee is to oversee the
Company’s compensation and benefit plans and policies, administer its stock benefit plans (including
reviewing and approving equity grants to executive officers) and review and approve annually all
compensation decisions relating to executive officers, including those for the President and Chief Executive
Officer.

The compensation committee is committed to high standards of corporate governance. The compensation
committee's charter reflects the foregoing responsibilities and commitment, and the compensation committee
and the Board will periodically review and revise the Charter, as appropriate. The full text of the compensation
committee charter is available in the Corporate Governance section of our website at www.ffoh.com. The
compensation committee's membership is determined by the Board. There were three meetings of the full
compensation committee in 2008.

The compensation committee has exercised exclusive authority over the compensation paid to the Company’s
President and Chief Executive Officer and reviews and approves salary increases and bonuses for the
Company’s other executive officers as prepared and submitted to the compensation committee by the
President and Chief Executive Officer. Moreover, as a matter of philosophy, the Company and the
compensation committee have been committed to creating a compensation structure for executives that is
simple and readily comprehensible to investors. The types of compensation we offer our executives remain
within the traditional categories: salary, short and long-term incentive compensation (cash bonus and stock-
based awards), standard executive benefits, and retirement and severance benefits.

The compensation committee recognizes the importance of maintaining sound principles for the development
and administration of compensation and benefit programs, and has taken steps to significantly enhance the
compensation committee's ability to effectively carry out its responsibilities as well as enhance the link
between executive pay and performance. Examples of actions that the compensation committee has taken
include:

e Hiring an independent compensation consultant to advise on executive compensation issues;

e Initiating a practice of regularly holding executive sessions (without the Company management
present); and

e Aligning compensation structures based on targeting median competitive pay of peer groups.

Although the compensation committee does not delegate any of its authority for determining executive
compensation, the compensation committee has the authority under its charter to engage the services of
outside advisors, experts and others to assist the compensation committee. In accordance with this authority,
the compensation committee has engaged Johanson Consulting, an independent outside compensation
consulting firm, to advise the compensation committee on matters related to executive compensation. The
independent compensation consulting firm also provides market data and advises management of the
Company on matters concerning compensation.



Nominating and Corporate Governance Committee. The Company established a nominating and
corporate governance committee in February 2004 to evaluate and make recommendations to the board of
directors for the election of directors. Currently, the members of this committee are Messrs. Hammerschmidt,
Savells and Conner. Each of these persons is independent within the meaning of the rules of the Nasdaq
Stock Market. The nominating and corporate governance committee operates pursuant to a written charter,
which can be viewed in the Corporate Governance section of our website at www.ffbh.com. The nominating
and corporate governance committee met four times in 2008 in connection with the nomination of directors for
the 2008 annual meeting and corporate governance matters. In addition, the committee met in February 2009
in connection with the nomination of directors for the upcoming annual meeting.

The nominating and corporate governance committee considers candidates for director suggested by its
members and other directors, as well as management and stockholders. The nominating and corporate
governance committee also may solicit prospective nominees identified by it. A stockholder who desires to
recommend a prospective nominee for the board should notify the Company’s Secretary or any member of the
nominating and corporate governance committee in writing with supporting material the stockholder considers
appropriate. The nominating and corporate governance committee also considers whether to nominate any
person nominated pursuant to the provision of the Company’s Articles of Incorporation relating to stockholder
nominations, which is described under “Stockholder Nominations.” The nominating and corporate governance
committee has the authority and ability to retain a search firm to identify or evaluate potential nomineesif it so
desires.

The charter of the nominating and corporate governance committee sets forth certain criteria the committee
may consider when recommending individuals for nomination as director including: (a) ensuring that the board
of directors, as a whole, is diverse and consists of individuals with various and relevant career experience,
relevant technical skills, industry knowledge and experience, financial expertise (including expertise that could
qualify a director as a “financial expert,” as that term is defined by the rules of the SEC), local or community
ties and (b) minimum individual qualifications, including strength of character, mature judgment, familiarity with
our business and industry, independence of thought and an ability to work collegially. The committee also
may consider the extent to which the candidate would fill a present need on the board of directors.

Once the nominating and corporate governance committee has identified a prospective nominee, the
committee makes an initial determination as to whether to conduct a full evaluation of the candidate. This
initial determination is based on the information provided to the committee with the recommendation of the
prospective candidate, as well as the committee’s own knowledge of the prospective candidate, which may be
supplemented by inquiries to the person making the recommendation or others.

Executive Officers Who Are Not Directors

Set forth below is information with respect to the principal occupations during at least the last five years for the
current executive officers of the Company and the Bank who do not serve as a director. All executive officers
of the Company and the Bank are elected annually by the board of directors and serve at the discretion of the
board. There are no arrangements or understandings between the executive officer and the Company and
any person pursuant to which such person has been selected an officer. Ages are reflected as of
December 31, 2008.

Tommy W. Richardson, age 51. Mr. Richardson is the President and Chief Operating Officer for the Bank,
Executive Vice President and Chief Operating Officer for the Company, and Corporate Secretary for the Bank
and Company. He became President of the Bank in 2006, Chief Operating Officer and Corporate Secretary of
the Company and the Bank in 2002, Executive Vice President for the Company and the Bank in 2001, and
Chief Financial Officer for the Bank in 1993. Mr. Richardson initially was employed by the Bank in 1984.

Sherri R. Billings, age 51. Mrs. Billings is the Executive Vice President and Chief Financial Officer of the
Company and the Bank. She became Executive Vice President, Chief Financial Officer in 2002 of the
Company and the Bank, Senior Vice President for the Bank in 1993, and Treasurer in 1986. Mrs. Billings
initially was employed by the Bank in 1979.



Ross Mallioux, age 46. Mr. Mallioux is the President-Western Division and Chief Lending Officer of the Bank.
He became Executive Vice President, Chief Lending Officer and Regional Manager of the Bank in January
2002. He became a Senior Vice President of the Bank in 1994, and initially was employed by the Bank in
1984.

Code of Ethics for Executive Officers and Financial Professionals

The board of directors has adopted a code of ethics for the Bank’s executive officers, including the chief
executive officer, the chief operating officer and the chief financial officer, and financial professionals. These
officers are expected to adhere at all times to this code of ethics. Failure to comply with this code of ethics is a
serious offense and will result in appropriate disciplinary action. We have posted this code of ethics on our
website at www.ffbh.com.

We will disclose on our website at www.ffbh.com, to the extent and in the manner permitted by Item 5.05 of
Form 8-K under Section 13 of the Securities Exchange Act of 1934, as amended (the "1934 Act"), the nature
of any amendment to this code of ethics (other than technical, administrative, or other non-substantive
amendments), our approval of any material departure from a provision of this code of ethics, and our failure to
take action within a reasonable period of time regarding any material departure from a provision of this code of
ethics that has been made known to any of the executive officers noted above.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the 1934 Act, requires the Company's officers and directors, and persons who own more than
10% of the Company's common stock, to file reports of ownership and changes in ownership with the SEC.
Officers, directors and greater than 10% stockholders are required by regulation to furnish the Company with
copies of all Section 16(a) forms they file. The Company knows of no person, other than the Company’s
Employees’ Savings & Profit Sharing Plan & Trust, who owns 10% or more of the Company's common stock.

Based solely on review of the copies of such forms furnished to the Company, or written representations from
its officers and directors, the Company believes that during, and with respect to, the year ended December 31,
2008, the Company's officers and directors satisfied the reporting requirements promulgated under Section
16(a) of the 1934 Act.



BENEFICIAL OWNERSHIP OF COMMON STOCK
BY CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The following table sets forth, as of the voting record date, certain information as to the common stock
beneficially owned by (i) each person or entity, including any "group” as that term is used in Section 13(d)(3) of
the 1934 Act, who or which was known to the Company to be the beneficial owner of more than 5% of the
issued and outstanding common stock, (ii) the directors of the Company, (iii) certain executive officers of the
Company named in the Summary Compensation Table, and (iv) all directors and executive officers of the
Company and the Bank as a group.

Common Stock
Beneficially Owned as of

Name of Beneficial Owner March 9, 2009(1)
Number %
First Federal Bancshares of Arkansas, Inc. 624,976(2) 12.89

Employees’ Savings & Profit Sharing Plan & Trust
1401 Highway 62-65 North
Harrison, Arkansas 72601

Dimensional Fund Advisors, Inc. 403,911 (3) 8.33
1299 Ocean Avenue, 11" Floor
Santa Monica, CA 90401

First Manhattan Co. 305,857 (3) 6.31
437 Madison Avenue
New York, New York 10002

Directors:
Larry J. Brandt 458,844 (4) 9.47
John P. Hammerschmidt 51,842 (5) 1.07
Kenneth C. Savells 12,519 (6) *
Jeffrey L. Brandt 124,434 (7) 2.57
Frank Conner 7,000 (8) *
Certain other executive officers:
Tommy W. Richardson 86,520 (9) 1.79
Sherri R. Billings 75,500(10) 1.56
All directors and executive officers of the Company and the 749,877(11) 15.47

Bank as a group (7 persons)

* Represents less than 1% of the outstanding Common Stock.

(1) Based upon information provided by the respective beneficial owners and filings with the SEC made
pursuant to the 1934 Act. For purposes of this table, pursuant to rules promulgated under the 1934
Act, an individual is considered to beneficially own shares of common stock if he or she directly or
indirectly has or shares (1) voting power, which includes the power to vote or to direct the voting of the
shares, or (2) investment power, which includes the power to dispose or direct the disposition of the
shares. Unless otherwise indicated, an individual has sole voting power and sole investment power
with respect to the indicated shares.

(Footnotes continued on following page)
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Represents shares held in the First Federal Bancshares of Arkansas, Inc. Employees’ Savings &
Profit Sharing Plan & Trust ("401(k) Plan"). An independent third party currently serves as trustee of
the 401(k) Plan (the “Trustee”). The Trustee must vote the shares held in the 401(k) Plan in
accordance with the instructions of the participating employees.

Based on filings made with the SEC as of December 31, 2008.

Includes 73,279 shares held jointly with Mr. Brandt's spouse, 32,600 shares held jointly with Mr.
Brandt's children, 164,936 shares held individually by Mr. Brandt's spouse, 6,000 shares held jointly
by Mr. Brandt’s spouse and children, 30,482 shares, including 4,302 shares held in the 401(k) Plan,
held in a limited liability corporation of which Mr. Brandt's spouse has a 21.98% ownership interest,
and 40,671 shares held in Mr. Brandt's account in the 401 (k) Plan.

Includes 5,000 shares held by a company owned by Mr. Hammerschmidt.

Includes 2,795 shares held jointly with Mr. Savells' spouse and 2,348 shares held by Mr. Savells'
spouse as custodian for their child.

Includes 30,300 shares held jointly with Mr. Brandt's father, 6,000 shares held jointly with Mr. Brandt's
mother, 30,482 shares, including 4,302 shares held in the 401(k) Plan, held in a limited liability
corporation of which Mr. Brandt has a 14.94% ownership interest and 14,052 shares held in Mr.
Brandt's account in the 401(k) Plan, and 2,000 shares which may be acquired pursuant to the
exercise of stock options exercisable within 60 days of the voting record date.

Includes 3,800 shares held jointly with Mr. Conner's spouse and 1,200 shares held jointly with Mr.
Conner's child.

Includes 47,446 shares held jointly by Mr. Richardson and his spouse as co-trustees for a trust for
their benefit and 37,184 shares held in Mr. Richardson's account in the 401(k) Plan.

Includes 18,726 shares held jointly with Mrs. Billings' spouse, 17,400 shares held individually by Mrs.
Billings' spouse, 2,000 shares held by Mrs. Billings as custodian for her children and 37,372 shares
held in Mrs. Billings' account in the 401 (k) Plan.

Includes 133,581 shares allocated to the accounts of executive officers as a group in the 401(k) Plan

and 2,000 shares which may be acquired by all directors and executive officers as a group upon the
exercise of stock options exercisable within 60 days of the voting record date.
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Equity-Based Compensation Plans

The Company adopted a Stock Option Plan and a Management Recognition and Retention Plan in 1997.
Stockholders of the Company approved both compensation plans.

Set forth below is certain information as of December 31, 2008 regarding equity-based compensation plans for

directors and officers of the Company.

Number of
securities to be
issued upon
exercise of
outstanding options

Weighted average
exercise price

Number of
securities
remaining
available for
future issuance

Equity Compensation Plans
Approved by Stockholders:

Management Recognition and Retention N/A N/A *
Plan
Stock Option Plan 17,242 $14.34 *
Equity Compensation Plans -- --
Not Approved by Stockholders
Total 17,242 $14.34 -

* The Management Recognition and Retention Plan and the Stock Option Plan expired during 2007. No
further shares will be issued. Outstanding awards under each plan are not affected by the expiration of the
plans and remain subject to the provisions of each plan.
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth a summary of certain information concerning the compensation awarded to or
paid by the Company or its subsidiaries for services rendered in all capacities during the last fiscal year to our
named executive officers, who are (i) Larry J. Brandt, our President and Chief Executive Officer, (ii) Tommy

W. Richardson, our Chief Operating Officer, and (iii) Sherri R. Billings, our Chief Financial Officer.

Change in
Pension Value
and
Non-Equity Nonqualified
Incentive Deferred All
Stock Plan Compensation Other
Name and Principal Position Year Salary™ Bonus Awards® Compensation Earnings®  Compensation® Total
Larry J. Brandt, Presidentand ~ 2008  $325,000 $ - $ 5100 §$ - $ 98,000 $ 56,636" $484,736
Chief Executive Officer 2007  $325,000 $ $ 5,100 $ $ 83,000 $ 63,435 $476,535
Tommy W. Richardson, 2008 $217,000 $ $ 5,100 $ $ 45,000 $ 50,806 $317,906
Executive Vice President 2007 $217,000 $ $ 5100 $ $ 25,000 $ 49,834 $296,934
and Chief Operating Officer
Sherri R. Billings, 2008 $210,000 $ $ $ $ 48,000 $ 42,3537 $300,353
Executive Vice President 2007  $210,000 $ $ $ $ 27,000 $ 42,793 $279,793

and Chief Financial Officer

(1) We periodically review, and may increase, base salaries in accordance with the terms of employment
agreements or the Company’s normal annual compensation review for each of our named executive
officers. Annual base salaries as of the date of this proxy statement are the same as those reflected in
the table above for 2008, except for Mr. Larry J. Brandt, who has taken a voluntary 10% reduction in pay

for 2009.

(2) Represents compensation expense in the amount of the fair market value of the common stock at the
date of grant under the Company’s Management Recognition and Retention Plan, recognized pro rata
over the period during which the shares vest, or five years. During 2008, the named executives
voluntarily canceled the remaining unvested shares in the Management Recognition and Retention Plan,
so there will be no further vesting or awards in this plan.

(3) Reflects the increase in the actuarial present value of the named executive officer’s accumulated
pension benefits under the Company’s defined benefit pension plan at the pension plan measurement
date used for financial reporting purposes for 2008 compared to 2007 and for 2007 compared to 2006.
None of the named executive officers received any above market or preferential earnings on
compensation that is deferred on a basis that is not tax-qualified.

(4) For 2008, includes employer matching contributions of $9,200, $8,680 and $8,400 allocated to the
accounts of Mr. L. Brandt, Mr. Richardson and Mrs. Billings, respectively, under the Company’s 401(k)
Plan and dividends paid on ESOP shares of $24,836, $22,681 and $22,676 for the benefit of such

individuals, respectively.

(5) Includes director’s fees from the Company and the Bank totaling $26,400.
(6) Includes secretary’s fees from the Company and the Bank totaling $19,200.
(7) Includes automobile expenses of $9,816

Grants of Plan-Based Awards

There were no grants of awards pursuant to any of the Company’s plans made to the named executive
officers during the year ended December 31, 2008.
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Outstanding Equity Awards At Fiscal Year-End

None of our named executive officers had any outstanding equity awards such as unexercised option, stock
that has not vested and equity incentive plan awards as of December 31, 2008.

Option Exercises and Stock Vested

The following table sets forth certain information with respect to stock options exercised and restricted stock
awards vested for the named executive officers during the year ended December 31, 2008.

Option Awards Stock Awards
Number of Shares Value Number of Value
Acquired Realized Shares Acquired Realized
Name On Exercise On Exercise On Vesting On Vesting
Larry J. Brandt, President -- $ -- 200 $ 2,770
and Chief Executive Officer
Tommy W. Richardson, -- $ -- 200 $ 2,770
Executive Vice President
and Chief Operating Officer
Sherri R. Billings, -- $ -- -- --

Executive Vice President
and Chief Financial Officer

Pension Benefits

The Bank has a defined benefit pension plan ("Retirement Plan") for all full time employees who have attained
the age of 21 years and have completed one year of service with the Bank. In general, the Retirement Plan
provides for annual benefits payable monthly upon retirement at age 65 in an amount equal to 0.5% of an
employee's career average annual salary during benefit service multiplied by his or her number of years of
service. The Retirement Plan benefit percent of salary was reduced from 1.5% to 1.0% effective January 1,
2008 and from 1.0% to 0.5% effective July 1, 2008. Retirement benefits were based on an employee’s
average annual salary for the five consecutive years of highest salary during benefit service prior to February
2001. Under the Retirement Plan, an employee's benefits are fully vested after five years of service. A year of
service is any year in which an employee works a minimum of 1,000 hours. Members who have reached age
65 are automatically 100% vested, regardless of completed years of employment. The Retirement Plan also
provides for an early retirement option with reduced benefits. The Retirement Plan also provides for death
benefits depending on the age of the participant and the years of service. Death benefits are paid in a lump
sum distribution.
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The table below shows the present value of accumulated benefits payable to the named executive officers,
including the number of years of credited service, under the retirement plan determined using interest rate and
mortality rate assumptions consistent with those used in our financial statements.

Number of
Years Present Value of
Credited Accumulated Payments During
Name Plan Name'” Service Benefit® Last Fiscal Year
Larry J. Brandt, President Pentegra Defined Benefit Plan 35 $932,000 $--
and Chief Executive Officer
Tommy W. Richardson, Pentegra Defined Benefit Plan 24 $230,000 $--
Executive Vice President
and Chief Operating Officer
Sherri R. Billings, Pentegra Defined Benefit Plan 27 $258,000 $--

Executive Vice President
and Chief Financial Officer

(1) A multiple employer tax-qualified defined benefit plan.
(2) Reflects value as of December 31, 2008.

401(K) Plan

The Company has established a 401(k) Plan whereby substantially all employees participate in the plan.
Employees may contribute up to 75% of their salary subject to certain limits based on federal tax laws. The
Company makes matching contributions equal to 100% of the first 3% plus 50% of contributions between 3%
and 5% of an employee’s compensation contributed to the 401(k) Plan. Matching contributions vest
immediately to the employee upon enroliment in the plan. During the year ended December 31, 2008, 401 (k)
Plan expense for the Bank was approximately $303,000. Effective February 16, 2009, the Company
suspended its matching contributions.

Troubled Asset Relief Program (“TARP”) and Capital Purchase Program (“CPP”)

On March 6, 2009, the Company issued 16,500 shares of Series A Preferred Stock and warrants to purchase
shares of common stock to the United States Department of the Treasury under the CPP which is a program
under the TARP, which was implemented under the Emergency Economic Stabilization Act of 2008 (“EESA”).
Participation in the CPP required compliance with Section 111 of the EESA, as amended by the American
Recovery and Reinvestment Act of 2009 (the “ARRA”), relating to various elements of executive
compensation.

In addition to other restrictions, during the period in which the Department of the Treasury holds the shares of
Series A Preferred Stock, Section 111 of the EESA, as amended, (i) prohibits the Company from making
severance payments to our senior executive officers (“SEOs”), (ii) prohibits the making of certain incentive
compensation payments, (iii) limits deductibility of SEOs compensation to $500,000 per SEO, (iv) requires
review of the compensation practices to ensure that these practices do not promote unnecessary and
excessive risk-taking by the SEOs, and (v) requires certification by management of the Company’s
compliance with the provisions of Section 111 of EESA, as amended. As further described below under
“Employment Agreements”, the Company, Bank and the SEOs amended each SEQO’s employment
agreements to comply with the requirements of Section 111 of the EESA, as amended. Further, prior to
completion of the TARP CPP financing by the Company, each SEO executed a waiver acknowledging the
compensation restrictions and waiving claims based on those restrictions and the provisions of Section 111 of
EESA.
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Employment Agreements

The Company and the Bank (the “Employers”) have employment agreements with Larry J. Brandt, the
Company’s President and Chief Executive Officer and the Bank’s Chairman and Chief Executive Officer;
Tommy W. Richardson, the Company’s Executive Vice President and Chief Operating Officer and the Bank’s
President and Chief Operating Officer; and Sherri R. Billings, the Company’s and the Bank’s Executive Vice
President and Chief Financial Officer, (the “Executives”). The Employers have agreed to employ the
Executives for a term of three years, in each case in their current respective positions. The employment
agreements are reviewed annually by the boards of directors of the Employers, and the term of the
Executives’ employment agreements are extended each year for a successive additional one-year period
upon approval of the Employers' board of directors, unless either party elects, not less than 30 days prior to
the annual anniversary date, not to extend the employment term.

Each of the employment agreements is terminable with or without cause by the Employers. The officer has no
right to compensation or other benefits pursuant to the employment agreement for any period after voluntary
termination or termination by the Employers for cause. The agreements provide for certain benefits in the
event of the Executives’ death. In the event that (i) the officer terminates his employment because of failure of
the Employers to comply with any material provision of the employment agreement or the Employers change
the officers’ title or duties or (ii) the employment agreement is terminated by the Employers other than for
cause, disability, retirement or death or by the officer as a result of certain adverse actions which are taken
with respect to the officer's employment, the officer will be entitled to a cash severance amount equal to 3.0
times the officer's average annual compensation, as defined in the agreement, over the most recent five
taxable years. As of December 31, 2008, such cash severance payments are estimated to be $1.5 million for
Mr. Larry Brandt, $1.3 million for Mr. Richardson, and $1.1 million for Ms. Billings.

A change in control is generally defined in the employment agreements to mean a change in the ownership of
the Employers, a change in effective control of the Employers, or a change in the ownership of a substantial
portion of the assets of the Employers.

Each employment agreement provides that in the event that any of the payments to be made thereunder or
otherwise upon termination of employment are deemed to constitute "excess parachute payments" within the
meaning of Section 280G of the Code, then such payments and benefits received thereunder shall be
reduced, by the minimum amount necessary to result in no portion of the payments and benefits being non-
deductible by the Employers for federal income tax purposes. Excess parachute payments generally are
payments in excess of three times the recipient's average annual compensation from the employer includable
in the recipient's gross income during the most recent five taxable years ending before the date on which a
change in control of the employer occurred. Recipients of excess parachute payments are subject to a 20%
excise tax on the amount by which such payments exceed the base amount, in addition to regular income
taxes, and payments in excess of the base amount are not deductible by the employer as compensation
expense for federal income tax purposes.

Employment Agreement Amendments

Pursuant to the restrictions on executive compensation and severance payments imposed by Section 111 of
the EESA, as amended, the Company and the Bank and each of the Executives entered into amendments to
their respective employment agreement in connection with and prior to the issuance of the Series A Preferred
Stock and warrants by the Company to the Department of the Treasury under the TARP CPP as discussed
above.
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Director Compensation

Members of the board of directors of the Bank receive $1,600 per month. The Senior Chairman of the Board
receives an additional $200 per month for serving in such capacity. Directors receive the normal monthly
payment regardless of attendance. Members of the board serving on committees do not receive any
additional compensation for serving on such committees. Members of the board of directors of the Company
receive $600 per month. The Chairman of the Board receives an additional $100 per month for serving in
such capacity. Directors elected to take a 10% reduction in their compensation effective March 25, 2009.

The following table sets forth information concerning compensation paid or accrued by the Company and the
Bank to each non-officer member of the board of directors during the year ended December 31, 2008.

Fees
Earned
or Paid Stock Option All Other
Name in Cash Awards Awards Compensation Total
John P. Hammerschmidt $30,000 $-- $-- $-- $30,000
Kenneth C. Savells $26,400 $-- - $-- 26,400
Frank Conner $26,400 $-- -- $-- 26,400

TRANSACTIONS WITH CERTAIN RELATED PERSONS

The Bank's lending policy provides that all loans made by the Bank to its directors and officers and their
immediate families and related business interests are made in the ordinary course of business, on
substantially the same terms, including interest rates and collateral, as those prevailing at the time for
comparable transactions with other persons. The Bank's policy provides that such loans may not involve more
than the normal risk of collectability or present other unfavorable features. Pursuant to the Bank’s Lending
Policy, loans made to directors and officers and their immediate families and related business interests are
approved in the same manner as are loans for all employees, which include an initial approval of Chief
Executive Officer, Chief Operating Officer, Chief Lending Officer/Western Division Manager, or the Eastern
Division Manager prior to being approved by the loan committee. All such loans were made by the Bank in
accordance with the aforementioned policy.

PROCEDURES FOR REVIEW, APPROVAL OR RATIFICATION OF RELATED PERSON
TRANSACTIONS

Except as described above concerning loans made to insiders, once we become aware of a proposed
transaction with a related party, it is referred to our Chief Executive Officer or Chief Financial Officer for
consideration to determine whether the related party transaction should be allowed. Our Chief Executive
Officer or Chief Financial Officer then refers the matter to the audit committee. Pursuant to the audit
committee Charter, which is available in the Corporate Governance section of our website at www.ffbh.com,
proposed transaction will be permitted only if the audit committee approves of the transaction, or ratifies after
the fact, the transaction.
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RELATIONSHIP WITH INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The audit committee of the board of directors appointed Deloitte & Touche LLP, the member firms of Deloitte
Touche Tohmatsu, and their respective affiliates (collectively, the “Deloitte Entities”), as the independent
registered public accounting firm to audit the Company’s financial statements for the year ending
December 31, 2009. The audit committee considered the compatibility of the non-audit services provided to
the Company by Deloitte Entities in 2008 described below on the independence of Deloitte Entities from the
Company in evaluating whether to appoint Deloitte Entities to perform the audit of the Company’s financial
statements for the year ending December 31, 2009.

The following table sets forth the aggregate fees paid by us to Deloitte Entities for professional services
rendered by Deloitte Entities in connection with the audit of the Company’s consolidated financial statements
for 2008 and 2007, as well as the fees paid by us to Deloitte Entities for audit-related services and all other
services rendered by Deloitte Entities to us during 2008 and 2007.

Year Ended December 31,

2008 2007
AUt FEES (1) toieiiieiiieee e $347,300 $305,500
Audit-related feeS (2) .vvrriiireeiiiieee e 40,200 54,800
All other fees (3) .oiiiiiiii e 1,500 1,500
Total oo $389,000 $361,800

(1) Audit fees consist of fees incurred in connection with the audit of our annual financial statements and the
review of the interim financial statements included in our quarterly reports filed with the SEC.

(2) Audit-related fees consist of fees incurred in connection with audits of the financial statements of the
Company’s 401 (k) Plan for both years and the ESOP for 2007, with the final ESOP audit being performed
in 2007.

(3) All other fees are related to online subscription renewals.

The audit committee selects the Company’s independent registered public accounting firm and separately pre-
approves all audit services to be provided by it to the Company. The audit committee also reviews and
separately pre-approves all audit-related, tax and all other services rendered by our independent registered
public accounting firm in accordance with the audit committee’s charter and policy on pre-approval of audit-
related, tax and other services. Inits review of these services and related fees and terms, the audit committee
considers, among other things, the possible effect of the performance of such services on the independence
of our independent registered public accounting firm.

Since May 6, 2003, the effective date of SEC rules stating that an auditor is not independent of an audit client
if the services it provides to the client are not appropriately approved, each new engagement of Deloitte
Entities was approved in advance by the audit committee, and none of those engagements made use of the
de minimus exception to pre-approval contained in the SEC’s rules.
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REPORT OF THE AUDIT COMMITTEE

The audit committee has reviewed and discussed the audited financial statements with management. The
audit committee has discussed with the independent registered public accounting firm the matters required to
be discussed by Statement on Auditing Standards No. 114, “The Auditor's Communication with Those
Charged with Governance”. The audit committee has received the written disclosures and the letter from the
independent registered public accounting firm required by applicable requirements of the Public Company
Accounting Oversight Board regarding the independent accountant’'s communications with the audit
committee concerning independence, and has discussed with the independent accountant the independent
accountant’s independence. Based on the review and discussions referred to above in this report, the audit
committee recommended to the board of directors that the audited financial statements be included in the
Company’s annual report on Form 10-K for the year ended December 31, 2008 for filing with the SEC.

Members of the Audit Committee

Frank Conner, Chairman
John P. Hammerschmidt, Director
Kenneth C. Savells, Director

ITEM 2 - RATIFICATION OF APPOINTMENT OF AUDITORS

The audit committee of the Company has appointed Deloitte & Touche LLP, independent registered public
accounting firm, to perform the audit of the Company's financial statements for the year ending December 31,
2009, and further directed that the selection of the independent registered public accounting firm be submitted
for ratification by the stockholders at the annual meeting.

The Company has been advised by Deloitte & Touche LLP that neither that firm nor any of its associates has
any relationship with the Company or its subsidiaries other than the usual relationship that exists between
independent registered public accounting firms and clients. Deloitte & Touche LLP will have one or more
representatives at the annual meeting who will have an opportunity to make a statement, if they so desire, and
who will be available to respond to appropriate questions.

Board Recommendation

The board of directors recommends that you vote “FOR” the ratification of the appointment of Deloitte
& Touche LLP as the Company’s independent registered public accounting firm for the year ending
December 31, 2009.

ITEM 3 — ADVISORY VOTE ON EXECUTIVE COMPENSATION

The Company is asking stockholders to approve, on a non-binding advisory basis, the compensation of the
Company’s named executive officers as described under “Executive Compensation” including the tabular
disclosure regarding named executive officer compensation (together with the accompanying narrative
disclosure) in this proxy statement.

Background of the Proposal

The American Recovery and Reinvestment Act of 2009 (the “ARRA”) was signed into law on February 17,
2009, and imposes significant new requirements for and restrictions relating to the compensation
arrangements of financial institutions that received government funds through the Troubled Asset Relief
Program (“TARP”). These new executive compensation compliance requirements will be effective for both
new and existing TARP recipients during the period that any obligation arising from financial assistance
provided to the Company under the TARP remains outstanding pursuant to the TARP Capital Purchase
Program (“CPP”), excluding any period in which the U.S. Department of the Treasury only holds warrants to

19



purchase the common stock of the Company. The Company is a TARP recipient because of its participation
in the CPP, as more fully discussed in this proxy statement under “Troubled Asset Relief Program (“TARP”)
and Capital Purchase Program (“CPP”)” on page 15 of this proxy statement, pursuant to which the Company
issued preferred stock and warrants to purchase the Company’s common stock to the U.S. Department of the
Treasury.

The ARRA requires, among other things, that all participants in the TARP permit a non-binding stockholder
vote to approve the compensation of the Company’s executives, commonly referred to as “Say-on-Pay”
proposal.

As provided in the ARRA, the vote is not binding on the Company’s board of directors and may not be
construed as overruling a decision by the board of directors, nor creating or implying any additional fiduciary
duty by the board of directors, nor be construed to restrict or limit the ability of stockholders to make proposals
for inclusion in proxy materials related to executive compensation.

Stockholders are encouraged to carefully review the disclosure under “Executive Compensation”
including the tabular disclosure regarding named executive officer compensation (together with the
accompanying narrative disclosure) in this proxy statement for a detailed discussion of the
Company’s executive compensation program.

The purpose of the Company’s compensation policies and procedures is to attract and retain experienced,
highly qualified executives critical to the Company’s long-term success and enhancement of stockholder
value. The board of directors believes the Company’s compensation policies and procedures achieve this
objective, and are strongly aligned with the long-term interests of stockholders. The Company is providing
stockholders the opportunity to endorse or not endorse the Company’s executive compensation policies and
procedures through the following resolution:

“RESOLVED, that the stockholders of the Company approve the compensation of the Company’s
executives nhamed in the Summary Compensation Table of the Company’s proxy statement for the
2009 Annual Meeting of Stockholders, including the tabular disclosure regarding named executive
officer compensation (together with the accompanying narrative disclosure) in this proxy statement.”

Approval of the Company’s executive compensation policies and procedures requires the affirmative vote of a
majority of the total votes present in person or by proxy. Abstentions and broker non votes will have the effect
of a vote against the proposal. Because the stockholder vote is advisory, it will not be binding upon the board
of directors. However, the Compensation Committee may take into account the outcome of the vote when
considering future executive compensation arrangements.

Board Recommendation
The board of directors recommends that you vote “FOR” the approval of the compensation of the
Company’s named executive officers as described in the “Executive Compensation” section of this

proxy statement and the tabular disclosure regarding named executive officer compensation (together
with the accompanying narrative disclosure) in this proxy statement.
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STOCKHOLDER PROPOSALS AND STOCKHOLDER COMMUNICATIONS
WITH THE BOARD OF DIRECTORS

Any proposal which a stockholder wishes to have included in the proxy materials of the Company relating to
the next annual meeting of stockholders of the Company, which is scheduled to be held in April 2010, must be
received at the principal executive offices of the Company, P.O. Box 550, Harrison, Arkansas 72602 Attention:
Tommy Richardson, Secretary, no later than December 1, 2009. If such proposal is in compliance with all of
the requirements of Rule 14a-8 under the 1934 Act, it will be included in the proxy statement and set forth on
the form of proxy issued for such annual meeting of stockholders. Itis urged that any such proposals be sent
by certified mail, return receipt requested.

If we change our 2010 annual meeting date to a date more than 30 days from the date of its 2009 annual
meeting, then the deadline referred to in the preceding paragraph will be changed to a reasonable time before
we print and mail proxy materials. If we change the date of our 2009 annual meeting in a manner that alters
the deadline, we will so state under Part Il - Item 5 of the first quarterly report on Form 10-Q it files with the
SEC after the date change, or will notify its shareholders by another reasonable method.

Stockholder proposals which are not submitted for inclusion in the Company’s proxy materials pursuant to
Rule 14a-8 under the 1934 Act may be brought before an annual meeting pursuant to Article IX.B. of the
Company's Articles of Incorporation, which provides that to be properly brought before an annual meeting,
business must be (a) properly brought before the meeting by or at the direction of the board of directors or (b)
otherwise properly brought before the meeting by a stockholder. For business to be properly brought before
an annual meeting by a stockholder, the stockholder must have given timely notice thereof in writing to the
Secretary of the Company. To be timely, a stockholder’s notice must be delivered to, or mailed and received
at, the principal executive offices of the Company not less than 90 days prior to the anniversary date of the
immediately preceding annual meeting of stockholders of the Company, or not later than January 28,2010 in
connection with the next annual meeting of stockholders of the Company. A stockholder’s notice must set
forth, as to each matter the stockholder proposes to bring before an annual meeting, (a) a brief description of
the business desired to be brought before the annual meeting and (b) certain other information set forth in the
Articles of Incorporation. No stockholder proposals have been received by the Company in connection with
the annual meeting.

The board of directors has adopted a process by which stockholders may communicate directly with members
of the board. Stockholders who wish to communicate with the board may do so by sending written
communications addressed to the board of directors, c/o0 Tommy Richardson, Corporate Secretary, First
Federal Bancshares of Arkansas, Inc., P.O. Box 550, Harrison, Arkansas 72602.

ANNUAL REPORTS

A copy of the Company's Annual Report to Stockholders for the year ended December 31, 2008 accompanies
this proxy statement. Such annual report is not part of the proxy solicitation materials.

Upon receipt of a written request, the Company will furnish to any stockholder without charge a copy
of the Company's Annual Report on Form 10-K for 2008 without exhibits required to be filed under the
1934 Act. Such written requests should be directed to Tommy Richardson, Corporate Secretary, First
Federal Bancshares of Arkansas, Inc., P.O. Box 550, Harrison, Arkansas 72602. The Form 10-K is not
part of the proxy solicitation materials.

21



OTHER MATTERS

Each proxy solicited hereby also confers discretionary authority on the board of directors of the Company to
vote the proxy with respect to the election of any person as a director if the nominee is unable to serve or for
good cause will not serve, matters incident to the conduct of the meeting, and upon such other matters as may
properly come before the annual meeting. Management is not aware of any business that may properly come
before the annual meeting other than the matters described above in this proxy statement. However, if any
other matters should properly come before the meeting, it is intended that the proxies solicited hereby will be
voted with respect to those other matters in accordance with the judgment of the persons voting the proxies.

The cost of the solicitation of proxies will be borne by the Company. The Company will reimburse brokerage
firms and other custodians, nominees and fiduciaries for reasonable expenses incurred by them in sending the
proxy materials to the beneficial owners of the Company's common stock. In addition to solicitations by mail,
directors, officers and employees of the Company may solicit proxies personally or by telephone without
additional compensation.

YOUR VOTE IS IMPORTANT! WE URGE YOU TO SIGN AND DATE THE ENCLOSED PROXY CARD AND
RETURN IT TODAY IN THE ENCLOSED POSTAGE-PAID ENVELOPE.
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