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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

QUARTERLY REPORT UNDER SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For Quarter Ended June 30, 2006 Commission File Number 0-6253

SIMMONS FIRST NATIONAL CORPORATION
(Exact name of registrant as specified in its charter)

Arkansas 71-0407808
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
501 Main Street, Pine Bluff, Arkansas 71601
(Address of principal executive offices) (Zip Code)

870-541-1000
(Registrant's telephone number, including area code)

Not Applicable
Former name, former address and former fiscal year, if changed since last report

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. S Yes £ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):
£ Large accelerated filer S Accelerated filer £ Non-accelerated filer

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act.). £ Yes S No

The number of shares outstanding of the Registrant’s Common Stock as of July 26, 2006 was 14,196,589.
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Part I: Financial Information
Item 1. Financial Statements

Simmons First National Corporation
Consolidated Balance Sheets
June 30, 2006 and December 31, 2005

ASSETS
June 30, December 31,
(In thousands, except share data) 2006 2005
(Unaudited)

Cash and non-interest bearing balances due from banks $ 89275 $ 75,461
Interest bearing balances due from banks 26,265 14,397
Federal funds sold 22,570 11,715
Cash and cash equivalents 138,110 101,573
Investment securities 527,829 521,789
Mortgage loans held for sale 13,248 7,857
Assets held in trading accounts 4,606 4,631
Loans 1,738,628 1,718,107
Allowance for loan losses (26,174) (26,923)
Net loans 1,712,454 1,691,184
Premises and equipment 65,686 63,360
Foreclosed assets held for sale, net 1,740 1,540
Interest receivable 18,571 18,754
Bank owned life insurance 33,985 33,269
Goodwill 60,605 60,605
Core deposit premiums 4,613 5,029
Other assets 15,809 14,177
TOTAL ASSETS $ 2,597,256 $ 2,523,768

See Condensed Notes to Consolidated Financial Statements.
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Simmons First National Corporation
Consolidated Balance Sheets

June 30, 2006 and December 31, 2005

LIABILITIES AND STOCKHOLDERS’ EQUITY

June 30, December 31,

(In thousands, except share data) 2006 2005

(Unaudited)
LIABILITIES
Non-interest bearing transaction accounts $ 330,946 $ 331,113
Interest bearing transaction accounts and savings deposits 761,346 749,925
Time deposits 1,018,098 978,920
Total deposits 2,110,390 2,059,958
Federal funds purchased and securities sold under agreements to
repurchase 89,684 107,223
Short-term debt 45,054 8,031
Long-term debt 83,073 87,020
Accrued interest and other liabilities 21,876 17,451
Total liabilities 2,350,077 2,279,683
STOCKHOLDERS’ EQUITY
Capital stock
Class A, common, par value $0.01 a share, authorized 30,000,000
shares, 14,199,100 issued and outstanding at 2006 and 14,326,923 at
2005 142 143
Surplus 49,607 53,723
Undivided profits 203,165 194,579
Accumulated other comprehensive income (loss)
Unrealized appreciation (depreciation) on available-for-sale securities,
net of income tax credits of $3,441 at 2006 and $2,615 at 2005 (5,735) (4,360)
Total stockholders’ equity 247,179 244,085
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 2,597,256 $ 2,523,768

See Condensed Notes to Consolidated Financial Statements.
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Simmons First National Corporation
Consolidated Statements of Income

Three Months and Six Months Ended June 30, 2006 and 2005

(In thousands, except per share
data)

INTEREST INCOME

Loans

Federal funds sold

Investment securities
Mortgage loans held for sale
Assets held in trading accounts
Interest bearing balances due
from banks

TOTAL INTEREST INCOME

INTEREST EXPENSE
Deposits

Federal funds purchased and
securities sold under agreements
to repurchase

Short-term debt

Long-term debt

TOTAL INTEREST EXPENSE

NET INTEREST INCOME
Provision for loan losses

NET INTEREST INCOME
AFTER PROVISION FOR
LOAN LOSSES

NON-INTEREST INCOME
Trust income

Service charges on deposit
accounts

Other service charges and fees
Income on sale of mortgage
loans, net of commissions
Income on investment banking,
net of commissions

Credit card fees

Premiums on sale of student
loans

Bank owned life insurance
income

$

Three Months Ended
June 30,
2006 2005

(Unaudited)
31,694 $ 27,175
192 273
4,978 4,659
128 134
19 25
259 103
37,270 32,369
12,641 7,930
1,064 728
225 130
1,148 1,104
15,078 9,892
22,192 22,477
789 1,939
21,403 20,538
1,293 1,349
4,209 4,153
592 454
755 712
90 161
2,699 2,584
659 642
415 218

$

Six Months Ended
June 30,
2006 2005
(Unaudited)

61,781 $ 52,588
367 600
9,808 9,233
228 253
44 50
556 299
72,784 63,023
23,909 14,843
2,168 1,273
321 143
2,242 2,192
28,640 18,451
44,144 44,572
2,497 4,159
41,647 40,413
2,660 2,734
7,972 7,567
1,250 1,039
1,431 1,395
197 219
5,157 4,924
1,395 1,276
716 357
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Other income

Gain (loss) on sale of securities,
net of taxes

TOTAL NON-INTEREST
INCOME

NON-INTEREST EXPENSE
Salaries and employee benefits
Occupancy expense, net
Furniture and equipment expense
Loss on foreclosed assets
Deposit insurance

Other operating expenses
TOTAL NON-INTEREST
EXPENSE

INCOME BEFORE INCOME
TAXES

Provision for income taxes
NET INCOME

BASIC EARNINGS PER
SHARE

DILUTED EARNINGS PER
SHARE

$

804

11,516

13,466
1,541
1,456

40
71
5,727

22,301
10,618
3,322
7,296

0.51

0.51

724
(168)
10,829
12,697
1,394
1,406
55
69
5,343
20,964
10,403
3,460
6,943
0.48

0.47

1,350

22,128

26,971
3,061
2,874

73
140
11,307

44,426
19,349

6,065
13,284

0.93

0.92

See Condensed Notes to Consolidated Financial Statements.

1,558
(168)
20,901
25,529
2,831
2,855
103
142
10,923
42,383
18,931
6,128
12,803
0.89

0.87
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Simmons First National Corporation
Consolidated Statements of Cash Flows
Six Months Ended June 30, 2006 and 2005

(In thousands)

OPERATING ACTIVITIES

Net income

Items not requiring (providing) cash
Depreciation and amortization

Provision for loan losses

Net amortization (accretion) of investment securities
Deferred income taxes

(Gain) loss on sale of securities, net of taxes
Bank owned life insurance income

Changes in

Interest receivable

Mortgage loans held for sale

Assets held in trading accounts

Other assets

Accrued interest and other liabilities

Income taxes payable

Net cash provided (used) by operating activities

INVESTING ACTIVITIES

Net originations of loans

Purchases of premises and equipment, net

Proceeds from sale of foreclosed assets

Proceeds from sale of securities

Proceeds from maturities of available-for-sale securities
Purchases of available-for-sale securities

Proceeds from maturities of held-to-maturity securities
Purchases of held-to-maturity securities

Purchase of bank owned life insurance

Net cash provided (used) by investing activities

FINANCING ACTIVITIES

Net increase (decrease) in deposits

Net proceeds (repayments) of short-term debt
Dividends paid

Proceeds from issuance of long-term debt
Repayment of long-term debt

Net increase (decrease) in federal funds purchased and securities sold

under agreements to repurchase
Repurchase of common stock, net
Net cash provided (used) by financing activities

INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

June 30, June 30,
2006 2005
(Unaudited)

13,284 $ 12,803
2,710 2,419
2,497 4,159

311 (141)
(482) 566
— 168

(716) (357)

183 (1,457)
(5,391) 885
24 236

(1,631) (973)

4,756 423

147 924

15,692 19,655
(24,525) (95,418)
(4,620) (3,879)

558 1,160

— 1,225

13,512 32,295

(6,805) (39,398)
9,933 16,891

(24,365) (19,635)
— (25,000)
(36,312) (131,759)

50,433 67,096

37,023 74,478

(4,698) (4,312)

— 562

(3,947) (5,440)

(17,538) (22,530)

(4,116) (7,221)

57,157 102,633

36,537 (9,471)

7
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CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 101,573 153,731
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 138,110 $ 144,260

See Condensed Notes to Consolidated Financial Statements.
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Simmons First National Corporation
Consolidated Statements of Stockholders’ Equity
Six Months Ended June 30, 2006 and 2005

Accumulated
Other
Common Comprehensive  Undivided
(In thousands, except share data) Stock Surplus Income (loss) Profits Total
Balance, December 31, 2004 $ 146 $ 62,826 $ (1,124)$ 176,374 $ 238,222
Comprehensive income
Net income — — — 12,803 12,803
Change in unrealized depreciation
on available-for-sale securities, net
of income tax credit of $480 — — (801) — (801)
Comprehensive income 12,002
Stock issued as bonus shares -
5,620 shares — 138 — — 138
Exercise of stock options - 29,480
shares — 435 — — 435
Securities exchanged under stock
option plan — (145) — — (145)
Repurchase of common stock -
297,160 shares 2) (7,646) — — (7,648)
Dividends paid - $0.30 per share — — — 4,312) 4,312)
Balance, June 30, 2005
(Unaudited) 144 55,608 (1,925) 184,865 238,692
Comprehensive income
Net income — — — 14,159 14,159
Change in unrealized depreciation
on available-for-sale securities, net
of income tax credit of $1,462 — — (2,435) — (2,435)
Comprehensive income 11,724
Exercise of stock options - 76,940
shares 1 997 — — 998
Securities exchanged under stock
option plan — (843) — — (843)
Repurchase of common stock -
74,293 shares 2) (2,039) — — (2,041)
Dividends paid - $0.31 per share — — — (4,445) (4,445)
Balance, December 31, 2005 143 53,723 (4,360) 194,579 244,085
Comprehensive income
Net income — — — 13,284 13,284
Change in unrealized depreciation
on available-for-sale securities, net
of income tax credit of $826 — — (1,375) — (1,375)
Comprehensive income 11,909
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Stock issued as bonus shares -
7,700 shares

Exercise of stock options - 51,580
shares

Securities exchanged under stock
option plan

Stock granted under stock-based
compensation plans

Repurchase of common stock -
164,900 shares

Dividends paid - $0.33 per share
Balance, June 30, 2006
(Unaudited) $

See Condensed Notes to Consolidated Financial Statements.

(@)

142 §

209
788
(640)

50

(4,523)

49,607 $

(5,735)$

(4,698)

203,165 $

209
789
(640)

50

(4,525)
(4,698)

247,179

10
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SIMMONS FIRST NATIONAL CORPORATION
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1: ACCOUNTING POLICIES

The consolidated financial statements include the accounts of Simmons First National Corporation and its
subsidiaries. Significant intercompany accounts and transactions have been eliminated in consolidation.

All adjustments made to the unaudited financial statements were of a normal recurring nature. In the opinion of
management, all adjustments necessary for a fair presentation of the results of interim periods have been made.
Certain prior year amounts are reclassified to conform to current year classification. The consolidated balance sheet of
the Company as of December 31, 2005 has been derived from the audited consolidated balance sheet of the Company
as of that date. The results of operations for the period are not necessarily indicative of the results to be expected for
the full year.

Certain information and note disclosures normally included in the Company’s annual financial statements prepared in
accordance with accounting principles generally accepted in the United States of America have been condensed or
omitted. These consolidated financial statements should be read in conjunction with the consolidated financial
statements and notes thereto included in the Company’s Form 10-K annual report for 2005 filed with the Securities and
Exchange Commission.

On January 1, 2006, the Company began recognizing compensation expense for stock options with the adoption of
Statement of Financial Accounting Standards (SFAS) No. 123, Share-Based Payment (Revised 2004). See Note 11 -
Stock Based Compensation for additional information. There have been no other significant changes to the Company’s
accounting policies from the 2005 Form 10-K.

Earnings Per Share
Basic earnings per share are computed based on the weighted average number of common shares outstanding during
each year. Diluted earnings per share are computed using the weighted average common shares and all potential

dilutive common shares outstanding during the period.

Following is the computation of per share earnings for the three and six months ended June 30, 2006 and 2005.

Three Months Ended Six Months Ended
June 30, June 30,

(In thousands, except per share
data) 2006 2005 2006 2005
Net income $ 7,296 $ 6,943 § 13,284 $ 12,803
Average common shares
outstanding 14,248 14,365 14,256 14,408
Average potential dilutive
common shares 259 304 259 304
Average diluted common shares 14,507 14,669 14,515 14,712
Basic earnings per share $ 0.51 $ 048 $ 0.93 $ 0.89
Diluted earnings per share $ 0.51 $ 047 $ 0.92 $ 0.87

11
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NOTE 2: INVESTMENT SECURITIES

The amortized cost and fair value of investment securities that are classified as held-to-maturity and available-for-sale
are as follows:

June 30, December 31,
2006 2005
Gross Gross Estimated Gross Gross Estimated
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
(In thousands) Cost Gains (Losses) Value Cost Gains (Losses) Value
Held-to-Maturity
U.S. Treasury $ 1,002 $ —$ 12) $ 990 $ 1,004 $ —3$ 20) $ 984
U.S. Government
agencies 42,000 — (813) 41,187 28,000 — 473) 27,527
Mortgage-backed
securities 167 1 — 168 187 3 — 190
State and political
subdivisions 116,770 425 (2,560) 114,635 117,148 662 (1,298) 116,512
Other securities 4,673 — — 4,673 3,960 — 3,960

$ 164612 $ 426 $ (3,385 $ 161,653 $ 150,299 $§ 665 $ (1,791) $ 149,173

Available-for-Sale

U.S. Treasury $ 7,487 $ —3$ 89 $ 7,398 $ 10,989 $ —3$ (102) $ 10,887
U.S. Government
agencies 344,906 15 (9,303) 335,618 348,570 35 (7,615) 340,990
Mortgage-backed
securities 3,312 — (238) 3,074 3,392 9 (92) 3,309
State and political
subdivisions 1,360 13 — 1,373 3,014 39 — 3,053
Other securities 15,328 426 — 15,754 12,561 690 — 13,251

$ 372,393 $§ 454 $ (9,630) $ 363,217 $ 378,526 $ 773 $ (7,809) $ 371,490

The carrying value, which approximates the fair value, of securities pledged as collateral, to secure public deposits and
for other purposes, amounted to $418,473,000 at June 30, 2006 and $411,580,000 at December 31, 2005.

The book value of securities sold under agreements to repurchase amounted to $69,255,000 and $67,778,000 for June
30, 2006 and December 31, 2005, respectively.
0.

13
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Income earned on securities for the six months ended June 30, 2006 and 2005, is as follows:

(In thousands) 2006 2005
Taxable

Held-to-maturity $ 726 $ 497
Available-for-sale 6,726 6,315

Non-taxable

Held-to-maturity 2,294 2,312
Available-for-sale 62 109
Total $ 9,808 $ 9,233

Maturities of investment securities at June 30, 2006 are as follows:

Held-to-Maturity Available-for-Sale

Amortized Fair Amortized Fair
(In thousands) Cost Value Cost Value
One year or less $ 18,682 $ 18,570 $ 118,431 $ 116,970
After one through five years 55,883 55,199 173,017 167,583
After five through ten years 74,734 72,801 61,411 58,886
After ten years 11,570 11,340 4,206 4,024
Other securities 3,743 3,743 15,328 15,754
Total $ 164,612 $ 161,653 $ 372,393 $ 363,217

Gross realized losses of $0 and $275,000 were recognized for the six-month periods ended June 30, 2006 and 2005.
There were no realized gains over the same periods.

Most of the state and political subdivision debt obligations are non-rated bonds and represent small, Arkansas issues,
which are evaluated on an ongoing basis.
-10-
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NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES

The various categories are summarized as follows:

June 30, December 31,
(In thousands) 2006 2005
Consumer
Credit cards $ 132,464 $ 143,058
Student loans 77,085 89,818
Other consumer 140,631 138,051
Real Estate
Construction 248,834 238,898
Single family residential 348,777 340,839
Other commercial 487,288 479,684
Commercial
Commercial 188,480 184,920
Agricultural 86,244 68,761
Financial institutions 16,152 20,499
Other 12,673 13,579
Total loans before allowance for loan losses $ 1,738,628 $ 1,718,107

As of June 30, 2006, credit card loans, which are unsecured, were $132,464,000, or 7.6% of total loans, versus
$143,058,000, or 8.3% of total loans at December 31, 2005. The credit card loans are diversified by geographic region
to reduce credit risk and minimize any adverse impact on the portfolio. Credit card loans are regularly reviewed to
facilitate the identification and monitoring of creditworthiness.

At June 30, 2006 and December 31, 2005, impaired loans totaled $12,532,000 and $14,804,000, respectively. All
impaired loans had either specific or general allocations within the allowance for loan losses. Allocations of the
allowance for loan losses relative to impaired loans were $4,060,000 at June 30, 2006 and $3,868,000 at

December 31, 2005. Approximately $207,000 and $188,000 of interest income was recognized on average impaired
loans of $13,524,000 and $15,689,000 as of June 30, 2006 and 2005, respectively. Interest recognized on impaired
loans on a cash basis during the first six months of 2006 and 2005 was immaterial.

-11-
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Transactions in the allowance for loan losses are as follows:

June 30, December 31,

(In thousands) 2006 2005
Balance, beginning of year $ 26,923 $ 26,508
Additions
Provision charged to expense 2,497 4,159

29,420 30,667
Deductions
Losses charged to allowance, net of recoveries of $1,359 and $1,565 for
the first six months of 2006 and 2005, respectively 1,721 3,654
Reclassification of reserve related to unfunded commitments() 1,525 —-
Balance, June 30 $ 26,174 27,013
Additions
Provision charged to expense 3,366
Deductions
Losses charged to allowance, net of recoveries of $2,251 for the last six
months of 2005 3,456
Balance, end of year $ 26,923

(1)On March 31, 2006, the reserve for unfunded commitments was reclassified from the allowance for loan losses to
other liabilities.

NOTE 4: GOODWILL AND CORE DEPOSIT PREMIUMS

Goodwill is tested annually for impairment. If the implied fair value of goodwill is lower than its carrying amount,
goodwill impairment is indicated and goodwill is written down to its implied fair value. Subsequent increases in
goodwill value are not recognized in the financial statements.

Core deposit premiums are periodically evaluated as to the recoverability of their carrying value.

The carrying basis and accumulated amortization of core deposit premiums (net of core deposit premiums that were
fully amortized) at June 30, 2006 and December 31, 2005, were as follows:

June 30, December 31,
(In thousands) 2006 2005
Gross carrying amount $ 7,246 $ 7,246
Accumulated amortization (2,633) (2,217)
Net core deposit premiums $ 4,613 $ 5,029

Core deposit premium amortization expense recorded for the six months ended June 30, 2006 and 2005, was $416,000
and $415,000, respectively. The Company’s estimated amortization

-12-
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expense for the remainder of 2006 is $414,000, and for each of the following four years is: 2007 - $818,000; 2008 -

$807,000; 2009 - $802,000; and 2010 - $698,000.

NOTE 5: TIME DEPOSITS

Time deposits include approximately $394,489,000 and $364,177,000 of certificates of deposit of $100,000 or more at

June 30, 2006 and December 31, 2005 respectively.

NOTE 6: INCOME TAXES

The provision for income taxes is comprised of the following components:

(In thousands)

Income taxes currently payable
Deferred income taxes
Provision for income taxes

The tax effects of temporary differences related to deferred taxes shown on the balance sheets were:

(In thousands)

Deferred tax assets

Allowance for loan losses
Valuation of foreclosed assets
Deferred compensation payable
FHLB advances

Vacation compensation

Loan interest
Available-for-sale securities
Other

Total deferred tax assets

Deferred tax liabilities

Accumulated depreciation

Deferred loan fee income and expenses, net

FHLB stock dividends

Goodwill and core deposit premium amortization

Other

Total deferred tax liabilities

Net deferred tax assets included in other assets on balance sheets

-13-

June 30,
2006

6,547 $

(482)

6,065 $

June 30,
2006

8,682 §

74
1,196
73
747
241
3,441
238
14,692

(894)
(685)
(800)
(807)
(3,827)
(7,013)

7,679 $

June 30,
2005

5,669
459
6,128

December 31,

2005

8,329
74
1,109
97
727
241
2,615
363
13,555

(1,128)
(657)
(740)
(807)

(3,852)

(7,184)

6,371
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A reconciliation of income tax expense at the statutory rate to the Company's actual income tax expense is shown
below:

June 30, June 30,
(In thousands) 2006 2005
Computed at the statutory rate (35%) $ 6,772 $ 6,626
Increase (decrease) resulting from:
Tax exempt income (925) (953)
Other differences, net 218 455
Actual tax provision $ 6,065 $ 6,128

NOTE 7: SHORT-TERM AND LONG-TERM DEBT

Long-term debt at June 30, 2006 and December 31, 2005, consisted of the following components:

June 30, December 31,
(In thousands) 2006 2005
Note Payable, due 2007, at a floating rate of 0.90% above the 30 day
LIBOR rate, reset monthly, unsecured $ 4000 $ 4,000
FHLB advances, due 2006 to 2024, 2.12% to 8.41% secured by
residential real estate loans 48,143 52,090
Trust preferred securities, due 2033, fixed at 8.25%, callable in 2008
without penalty 10,310 10,310

Trust preferred securities, due 2033, floating rate of 2.80% above the

three-month LIBOR rate, reset quarterly, callable in 2008 without

penalty 10,310 10,310

Trust preferred securities, due 2033, fixed rate of 6.97% through 2010,

thereafter, at a floating rate of 2.80% above the three-month LIBOR

rate, reset quarterly, callable in 2010 without penalty 10,310 10,310
$ 83,073 $ 87,020

At June 30, 2006 the Company had Federal Home Loan Bank (“FHLB”) advances with original maturities of one year
or less of $44.0 million with a weighted average rate of 5.13% which are not included in the above table.

The trust preferred securities are tax-advantaged issues that qualify for Tier 1 capital treatment. Distributions on these
securities are included in interest expense on long-term debt. Each of the trusts is a statutory business trust organized
for the sole purpose of issuing trust securities and investing the proceeds thereof in junior subordinated debentures of
the Company, the sole asset of each trust. The preferred securities of each trust represent preferred beneficial interests
in the assets of the respective trusts and are subject to mandatory redemption upon payment of the junior subordinated
debentures held by the trust. The common securities of each trust are wholly-owned by the Company. Each trust’s
ability to pay amounts due on the trust preferred securities is solely dependent upon the Company making payment on
the related junior subordinated debentures. The Company’s obligations under the junior subordinated securities and
other relevant trust agreements, in aggregate, constitute a full and unconditional guarantee by the Company of each
respective trust’s obligations under the trust securities issued by each respective trust.

-14-
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Aggregate annual maturities of long-term debt at June 30, 2006 are:

Annual
(In thousands) Year Maturities
2006 $ 7,241
2007 10,010
2008 9,874
2009 5,721
2010 2,396
Thereafter 47,831
Total $ 83,073

NOTE 8: CONTINGENT LIABILITIES

The Company and/or its subsidiaries have various unrelated legal proceedings, most of which involve loan foreclosure
activity pending, which, in the aggregate, are not expected to have a material adverse effect on the financial position
of the Company and its subsidiaries. The Company or its subsidiaries are the subject of three (3) lawsuits asserting
claims against the Company or its Subsidiaries.

On October 1, 2003, an action in Pulaski County Circuit Court was filed by Thomas F. Carter, Tena P. Carter and
certain related entities against Simmons First Bank of South Arkansas and Simmons First National Bank alleging
wrongful conduct by the banks in the collection of certain loans. The plaintiffs are seeking $2,000,000 in
compensatory damages and $10,000,000 in punitive damages. The Company has filed a Motion to Dismiss. The
plaintiffs have been granted additional time to discover any evidence for litigation. At this time, no basis for any
material liability has been identified. The Company and the banks plan to vigorously defend the claims asserted in the
suit.

On April 3, 2006, an action in Johnson County Circuit Court was filed by Tria Xiong and Mai Lee Xiong against
Simmons First Bank of Russellville and certain individuals alleging wrongful conduct by the bank in the underwriting
and origination of certain loans. The plaintiffs are seeking an unspecified sum in compensatory damages and
$1,000,000.00 in punitive damages. The bank was just recently served and is preparing a response to this suit. At this
time, no basis for any material liability has been identified. The bank plans to vigorously defend the claims asserted in
the suit.

On June 22, 2006, an action in Johnson County Circuit Court was filed by Wa Khue Moua and Maycha Moua against
Simmons First Bank of Russellville alleging wrongful conduct by the bank in the underwriting and origination of
certain loans. The plaintiffs are seeking $275,000.00 in compensatory damages and $500,000.00 in punitive damages.
The bank has filed an answer in this matter. At this time, no basis for any material liability has been identified. The
bank plans to vigorously defend the claims asserted in the suit.
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NOTE 9: CAPITAL STOCK

On May 25, 2004, the Company announced the adoption by the Board of Directors of a stock repurchase program.
The program authorizes the repurchase of up to 5% of the then outstanding Common Stock, or 733,485 shares. Under
the repurchase program, there is no time limit for the stock repurchases, nor is there a minimum number of shares the
Company intends to repurchase. The Company may discontinue purchases at any time that management determines
additional purchases are not warranted. The shares are to be purchased from time to time at prevailing market prices,
through open market or unsolicited negotiated transactions, depending upon market conditions. The Company intends
to use the repurchased shares to satisfy stock option exercises, payment of future stock dividends and general
corporate purposes.

During the six-month period ended June 30, 2006, the Company repurchased 164,900 shares of stock under the
repurchase plan with a weighted average repurchase price of $27.49 per share. Under the current stock repurchase
plan, the Company can repurchase an additional 379,167 shares.

NOTE 10: UNDIVIDED PROFITS

The Company’s subsidiary banks are subject to a legal limitation on dividends that can be paid to the parent company
without prior approval of the applicable regulatory agencies. The approval of the Comptroller of the Currency is
required, if the total of all dividends declared by a national bank in any calendar year exceeds the total of its net
profits, as defined, for that year combined with its retained net profits of the preceding two years. Arkansas bank
regulators have specified that the maximum dividend limit state banks may pay to the parent company without prior
approval is 75% of current year earnings plus 75% of the retained net earnings of the preceding year. At June 30,
2006, the bank subsidiaries had approximately $11 million available for payment of dividends to the Company,
without prior approval of the regulatory agencies.

The Federal Reserve Board's risk-based capital guidelines include the definitions for (1) a well-capitalized institution,
(2) an adequately-capitalized institution, and (3) an undercapitalized institution. The criteria for a well-capitalized
institution are: a 5% "Tier | leverage capital" ratio, a 6% "Tier 1 risk-based capital" ratio, and a 10% "total risk-based
capital" ratio. As of June 30, 2006, each of the eight subsidiary banks met the capital standards for a well-capitalized
institution. The Company's “total risk-based capital” ratio was 13.49% at June 30, 2006.

NOTE 11: STOCK BASED COMPENSATION

Prior to January 1, 2006, employee compensation expense under stock option plans was reported only if options were
granted below market price at grant date in accordance with the intrinsic value method of Accounting Principles
Board Opinion (APB) No.25, "Accounting for Stock Issued to Employees," and related interpretations. Because the
exercise price of the Company's employee stock options always equaled the market price of the underlying stock on
the date of grant, no compensation expense was recognized on options granted. As stated in Note 1 - Significant
Accounting Policies, the Company adopted the provisions of SFAS 123R on January 1, 2006. SFAS 123R eliminates
the ability to account for stock-based compensation using APB 25 and requires that such transactions be recognized as
compensation cost in the income statement based on their fair values on the measurement date, which is generally the
date of the grant. The Company transitioned to fair-value based accounting for stock based compensation using a
modified version of prospective application ("modified prospective application"). Under modified prospective
application, as it is applicable to the Company, SFAS 123R applies to new awards and to awards modified,
repurchased, or cancelled after January 1, 2006. Additionally, compensation cost for the portion of awards for which
the requisite service has not been rendered (generally referring to non-vested awards) that were outstanding as of
January 1, 2006, will be recognized as the remaining requisite service is rendered during the period of and/or the
periods after the adoption of SFAS 123R. The attribution of compensation cost for those earlier awards is based on the
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modified, repurchased, or cancelled after January 1, 2006. Additionally, compensation cost for the portion of awards
for which the requisite service has not been rendered (generally referring to non-vested awards) that were outstanding
as of January 1, 2006, will be recognized as the remaining requisite service is rendered during the period of and/or the
periods after the adoption of SFAS 123R. The attribution of compensation cost for those earlier awards is based on the
same method and on the same grant date fair values previously determined for the pro forma disclosures required for
companies that did not previously adopt the fair value accounting method for stock-based employee compensation.

Stock-based compensation expense for all stock-based compensation awards granted after January 1, 2006, is based
on the grant date fair value. For all awards except stock option awards, the grant date fair value is the market value per
share as of the grant date. For stock option awards, the fair value is estimated at the date of grant using the
Black-Scholes option-pricing model. This model requires the input of highly subjective assumptions, changes to
which can materially affect the fair value estimate. Additionally, there may be other factors that would otherwise have
a significant effect on the value of employee stock options granted but are not considered by the model. Accordingly,
while management believes that the Black-Scholes option-pricing model provides a reasonable estimate of fair value,
the model does not necessarily provide the best single measure of fair value for the Company's employee stock
options.

As a result of applying the provisions of SFAS 123R during the three and six months ended June 30, 2006, the
Company recognized additional stock-based compensation expense related to stock options of $46,129 and $50,339.
The increase in stock-based compensation expense related to stock options during the three and six months ended June
30, 2006, resulted in no change in basic or diluted earnings per share.

Stock-based compensation expense totaled $179,955 and $194,569 during the three and six months ended June 30,
2006 and $106,287 and $116,691 during the three and six months ended June 30, 2005. Stock-based compensation
expense is recognized ratably over the requisite service period for all stock-based awards. Unrecognized stock-based
compensation expense related to stock options totaled $325,159 at June 30, 2006. At such date, the weighted-average
period over which this unrecognized expense is expected to be recognized was 2.24 years. Unrecognized stock-based
compensation expense related to non-vested stock awards was $371,131 at June 30, 2006. At such date, the
weighted-average period over which this unrecognized expense is expected to be recognized was 3.29 years.
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The following pro forma information presents net income and earnings per share for the three and six months ended
June 30, 2005, as if the fair value method of SFAS 123R had been applied.

Three Months

Ended Six Months Ended
(In thousands, except per share data) June 30, 2005 June 30, 2005
Net income, as reported $ 6,943 $ 12,803
Add: Stock-based employee compensation included in reported net
income, net of related tax effects 66 73
Less: Total stock-based employee compensation expense determined
under fair value based method for all awards, net of related tax effects (132) (204)
Pro forma net income $ 6,877 $ 12,672
Earnings per share:
Basic - as reported $ 048 $ 0.89
Basic - pro forma $ 048 $ 0.88
Diluted - as reported $ 047 $ 0.87
Diluted - pro forma $ 047 $ 0.86

The Company’s Board of Directors has adopted various stock compensation plans. The plans provide for the grant of
incentive stock options, nonqualified stock options, stock appreciation rights, and bonus stock awards. Pursuant to the
plans, shares are reserved for future issuance by the Company, upon exercise of stock options or awarding of bonus
shares granted to officers and other key employees.

The fair value of each option award is estimated on the date of grant using the Black-Scholes option-pricing model
that uses various assumptions. Expected volatility is based on historical volatility of the Company’s stock and other
factors. The Company uses historical data to estimate option exercise and employee termination within the valuation
model. The expected term of options granted is derived from the output of the option valuation model and represents
the period of time that options granted are expected to be outstanding. The risk-free rate for periods within the
contractual life of the option is based on the U.S. Treasury yield curve in effect at the time of grant. Forfeitures are
estimated at the time of grant, and are based partially on historical experience.
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The table below summarizes the transactions under the Company's stock option plans for the six months ended June
30, 2006:

Weighted
Average
Exercisable

(In thousands, except per share data) Shares Price
Outstanding, January 1, 2006 609 $ 14.77
Granted 60 26.19
Forfeited/Expired 27 13.50
Exercised (52) 15.28
Outstanding, June 30, 2006 590 $ 15.94
Exercisable at June 30, 2006 524 $ 14.70

Total intrinsic value of options exercised for the six months ended June 30, 2006, was $672,603.

There were 59,700 options granted during the six months ended June 30, 2006. The weighted-average fair value of
options granted during the six months ended June 30, 2006 was $5.01. The following weighted-average assumptions
were used to estimate the fair value of options granted during the six months ended June 30, 2006:

Expected dividend yield 2.67%
Expected stock price volatility 17.74%
Risk-free interest rate 4.84%
Expected life of options 5-10 Years

As of June 30, 2006, there was $696,290 of total unrecognized compensation cost related to nonvested share-based
compensation arrangements. That cost is expected to be recognized over a weighted-average period of 2.80 years.

NOTE 12: ADDITIONAL CASH FLOW INFORMATION

Six Months Ended
June 30,
(In thousands) 2006 2005
Interest paid $ 27,788 $ 17,696
Income taxes paid $ 6,399 $ 5,663
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NOTE 13: CERTAIN TRANSACTIONS

From time to time the Company and its subsidiaries have made loans and other extensions of credit to directors,
officers, their associates and members of their immediate families. From time to time directors, officers and their
associates and members of their immediate families have placed deposits with the Company’s subsidiary banks. Such
loans, other extensions of credit and deposits were 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 and did not involve more than normal risk of collectibility or present other unfavorable features.

NOTE 14: COMMITMENTS AND CREDIT RISK

The Company grants agri-business, commercial and residential loans to customers throughout Arkansas, along with
credit card loans to customers throughout the United States. Commitments to extend credit are agreements to lend to a
customer as long as there is no violation of any condition established in the contract. Commitments gen