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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended June 30, 2006

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
COMMISSION FILE NUMBER 0-2610
Z1I0ONS BANCORPORATION
(Exact name of registrant as specified in its charter)
UTAH 87-0227400
(State or other jurisdiction (I.R.S. Employer
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of incorporation or organization) Identification No.)

ONE SOUTH MAIN, SUITE 1134

SALT LAKE CITY, UTAH 84111

(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (801) 524-4787

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.

Yes x 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 x Accelerated filer Non-accelerated filer

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable date.

Common Stock, without par value, outstanding at July 31, 2006 106,677,220 shares
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PARTI. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS (Unaudited)

ZIONS BANCORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(In thousands, except share amounts)

ASSETS

Cash and due from banks
Money market investments:
Interest-bearing deposits
Federal funds sold

Security resell agreements
Investment securities:

Held to maturity, at cost (approximate market value $620,786, $642,258, and

$651,936)
Available for sale, at market

Trading account, at market (includes $50,684, $43,444, and $102,916 transferred as

collateral under repurchase agreements)

Loans:
Loans held for sale
Loans and leases

Less:
Unearned income and fees, net of related costs
Allowance for loan losses

Loans and leases, net of allowance
Other noninterest-bearing investments
Premises and equipment, net
Goodwill

Core deposit and other intangibles
Other real estate owned

Other assets

LIABILITIES AND SHAREHOLDERS EQUITY

Deposits:
Noninterest-bearing demand
Interest-bearing:

Savings and money market
Time under $100,000

Time $100,000 and over

Table of Contents

June 30, June 30,
December 31,
2006 2005 2005
(Unaudited) (Unaudited)

$ 1,773,829 $ 1,706,590 $ 1,232,527
87,512 22,179 11,004
262,959 414,281 52,327
225,160 230,282 537,327
639,593 649,791 649,888
5,086,840 5,305,859 3,972,829
70,646 101,562 282,082
5,797,079 6,057,212 4,904,799
248,948 256,236 207,123
32,576,017 29,996,022 23,718,150
32,824,965 30,252,258 23,925,273
142,630 125,322 103,710
348,475 338,399 281,428
32,333,860 29,788,537 23,540,135
993,379 938,515 698,968
574,154 564,745 409,488
1,881,256 1,887,588 638,933
177,692 199,166 51,397
16,024 19,966 11,070
1,019,182 950,578 787,319
$ 45,142,086 $ 42,779,639 $ 32,875,294
$ 10,163,834 $ 9,953,833 $ 7,577,450
15,814,128 16,055,754 13,195,200
2,030,717 1,938,789 1,468,017
3,402,314 2,514,596 1,557,978
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Foreign 1,843,217 2,179,436 599,890
33,254,210 32,642,408 24,398,535

Securities sold, not yet purchased 27,388 64,654 291,353
Federal funds purchased 1,397,694 1,255,662 1,593,010
Security repurchase agreements 1,169,296 1,027,658 755,676
Other liabilities 789,222 592,599 544,691
Commercial paper 245,126 167,188 75,393
Federal Home Loan Bank advances and other borrowings:
One year or less 1,216,848 18,801 314,643
Over one year 133,450 234,488 227,039
Long-term debt 2,432,903 2,511,366 1,712,381
Total liabilities 40,666,137 38,514,824 29,912,721
Minority interest 28,619 27,551 24,665
Shareholders equity:
Capital stock:
Preferred stock, without par value; authorized 3,000,000 shares; issued and
outstanding, none
Common stock, without par value; authorized 350,000,000 shares; issued and
outstanding 106,611,731, 105,147,562, and 90,062,646 shares 2,218,711 2,156,732 961,510
Retained earnings 2,386,369 2,179,885 1,994,015
Accumulated other comprehensive loss (148,327) (83,043) (12,905)
Deferred compensation (9,423) (16,310) 4,712)
Total shareholders equity 4,447,330 4,237,264 2,937,908

$ 45,142,086 $ 42,779,639 $ 32,875,294
See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share amounts)

Interest income:

Interest and fees on loans
Interest on loans held for sale
Lease financing

Interest on money market investments
Interest on securities:

Held to maturity taxable
Held to maturity nontaxable
Available for sale taxable
Available for sale nontaxable
Trading account

Total interest income

Interest expense:

Interest on savings and money market deposits
Interest on time and foreign deposits

Interest on short-term borrowings

Interest on long-term debt

Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses

Noninterest income:

Service charges and fees on deposit accounts
Loan sales and servicing income

Other service charges, commissions and fees
Trust and investment management income
Income from securities conduit

Dividends and other investment income
Market making, trading and nonhedge derivative income
Equity securities losses, net

Fixed income securities gains (losses), net
Other

Total noninterest income
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Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
$ 591,139 $ 380,233 $ 1,133,923 $ 731,168
4,055 2,618 8,101 4,221
4,496 4,023 8,626 8,089
5,910 6,041 11,757 10,679
2,209 1,833 4,424 3,638
5,683 6,008 11,214 11,991
68,995 49,102 138,099 96,022
2,119 834 4,458 1,690
1,995 5,044 4,069 11,079
686,601 455,736 1,324,671 878,577
97,131 49,236 183,754 89,972
67,424 24,557 126,909 44,444
43,475 24,152 71,453 44,781
42,244 26,863 83,381 53,501
250,274 124,808 465,497 232,698
436,327 330,928 859,174 645,879
17,022 11,417 31,534 20,800
419,305 319,511 827,640 625,079
41,414 31,406 81,452 62,188
14,921 16,790 30,389 34,858
43,718 28,132 83,649 54,785
5,312 4,604 10,008 8,071
8,492 8,617 16,898 17,436
9,946 7,436 19,155 15,444
5,444 6,509 9,869 10,293
(1,764) (2,778) (1,214) 4,165)
5,156 (1,187) 5,407 146
5,120 6,403 10,634 9,774
137,759 105,932 266,247 208,830
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Noninterest expense:

Salaries and employee benefits 185,643 138,244 371,498 276,370
Occupancy, net 24,549 18,504 48,630 36,957
Furniture and equipment 22,737 16,260 45,741 32,179
Legal and professional services 9,005 7,967 17,514 16,217
Postage and supplies 8,646 6,798 16,361 13,286
Advertising 6,814 5,335 12,799 9,428
Impairment losses on long-lived assets 1,304 633
Restructuring charges 17 92
Merger related expense 8,906 15,713
Amortization of core deposit and other intangibles 10,692 3,696 21,385 7,129
Provision for unfunded lending commitments (249) 1,042 (528) 2,713
Other 56,533 44,200 107,297 86,279
Total noninterest expense 333,276 242,046 657,731 481,283
Income before income taxes and minority interest 223,788 183,397 436,156 352,626
Income taxes 78,821 66,330 154,079 126,079
Minority interest (343) (1,743) (866) (2,497)
Net income $ 145310 $ 118,810 $ 282943 $ 229,044
Weighted average shares outstanding during the period:
Basic shares 106,001 89,846 105,738 89,861
Diluted shares 107,883 91,610 107,867 91,596
Net income per common share:
Basic $ 1.37 $ 1.32 $ 2.68 $ 2.55
Diluted 1.35 1.30 2.62 2.50
See accompanying notes to consolidated financial statements.
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ZIONS BANCORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS

(Unaudited)

(In thousands)

Balance, December 31, 2005

Comprehensive income:

Net income for the period

Other comprehensive loss, net of tax:

Net realized and unrealized holding losses on
investments and retained interests

Foreign currency translation

Reclassification for net realized gains on investments
recorded in operations

Net unrealized losses on derivative instruments

Other comprehensive loss

Total comprehensive income

Stock redeemed and retired

Net stock options exercised

Reversal of deferred compensation, adoption of SFAS
123R

Share-based compensation

Cash dividends common, $.72 per share

Change in deferred compensation

Balance, June 30, 2006

Balance, December 31, 2004

Comprehensive income:

Net income for the period

Other comprehensive loss, net of tax:

Net realized and unrealized holding gains on
investments and retained interests

Foreign currency translation

Reclassification for net realized gains on investments
recorded in operations

Net unrealized losses on derivative instruments

Other comprehensive loss

Total comprehensive income

Stock redeemed and retired

Net stock options exercised and restricted stock issued
Cash dividends common, $.72 per share

Change in deferred compensation
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EQUITY AND COMPREHENSIVE INCOME

Accumulated
other Total
Common Retained comprehensive Deferred shareholders
stock earnings income (loss) compensation equity
$ 2,156,732 $ 2,179,885 $ (83,043) $ (16,310) $ 4,237,264
282,943 282,943
(31,281)
543
(1,456)
(33,090)
(65,284) (65,284)
217,659
(1,338) (1,338)
63,449 63,449
(11,111) 11,111
10,979 10,979
(76,459) (76,459)
(4,224) (4,224)
$ 2,218,711 $ 2,386,369 $  (148,327) $ (9,423) $ 4,447,330
$ 972,065 $ 1,830,064 $ (7,932) $ (4,218) $ 2,789,979
229,044 229,044
2,790
(1,123)
(153)
(6,487)
(4,973) (4,973)
224,071
(80,058) (80,058)
69,503 69,503
(65,093) (65,093)
(494) (494)
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Balance, June 30, 2005 $ 961,510 $ 1,994,015 $  (12,905) $ 4,712)  $ 2,937,908

Total comprehensive income for the three months ended June 30, 2006 and 2005 was $120,082 and $156,629, respectively.

See accompanying notes to consolidated financial statements.
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ZIONS BANCORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by

operating activities:

Impairment losses on long lived assets

Provision for loan losses

Depreciation of premises and equipment
Amortization

Deferred income tax expense (benefit)

Share-based compensation

Excess tax benefits from share-based compensation
Loss allocated to minority interest

Equity securities losses, net

Fixed income securities losses (gains), net

Net decrease in trading securities

Principal payments on and proceeds from sales of loans

held for sale

Additions to loans held for sale

Net gains on sales of loans, leases and other assets

Net increase in cash surrender value of bank owned life

insurance

Undistributed earnings of affiliates
Change in accrued income taxes
Change in accrued interest receivable
Change in other assets

Change in other liabilities

Change in accrued interest payable
Other, net

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Net decrease (increase) in money market investments

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

Proceeds from sales of investment securities available for sale
Proceeds from maturities of investment securities available for sale
Purchases of investment securities available for sale
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Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
$ 145,310 $ 118,810 $ 282,943 $ 229,044
1,304 633
17,022 11,417 31,534 20,800
19,376 14,755 39,348 29,442
12,967 9,195 25,007 17,055
8,905 (10,525) 95 (19,675)
6,081 418 10,979 455
(7,863) (13,045)
(343) (1,743) (866) (2,497)
1,764 2,778 1,214 4,165
(5,156) 1,187 (5,407) (146)
81,278 21,387 30,916 7,988
333,884 248,032 613,007 459,323
(263,367) (259,207) (590,059) (459,492)
(8,247) (9,840) (17,125) (21,364)
(6,487) 4,371) (12,739) (9,209)
(1,339) (2,215) (2,942) (4,467)
(58,740) (58,113) 15,362 5,733
(14,904) (12,941) (9,993) (4,650)
(205,251) 59,046 (140,371) 1,273
178,335 (14,341) 167,615 113,903
(1,680) (3,932) 12,383 2,199
12,351 3,602 17,620 4,208
243,896 113,399 456,780 374,721
(106,521) (594) 91,111 (7,571)
23,662 18,201 60,642 55,450
(18,873) (32,243) (50,276) (63,539)
1,110,847 222,515 2,024,286 656,272
489,888 513,732 1,148,528 966,872
(1,516,665) (691,791) (3,000,346) (1,407,518)
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Proceeds from sales of loans and leases

Net increase in loans and leases

Net increase in other noninterest-bearing investments
Proceeds from sales of premises and equipment
Purchases of premises and equipment

Proceeds from sales of other real estate owned

Net cash paid for net liabilities on branches sold

Net cash used in investing activities
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82,553 120,323 141,970 219,095
(1,720,493)  (983,796) (2,762,339)  (1,433,255)
(13,431) (1460)  (37.874) (993)
2,699 518 4,855 1,988
(31,117) (17,868)  (54,683) (32,751)
20,351 5,509 24,908 10,552
(16,076) (16,076)

(1,677,100)  (863,030) (2.409.218)  (1,051,474)
11
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ZIONS BANCORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(Unaudited)

(In thousands)

CASH FLOWS FROM FINANCING ACTIVITIES:

Net increase in deposits

Net change in short-term funds borrowed

Proceeds from FHLB advances and other borrowings over one year
Payments on FHLB advances and other borrowings over one year
Proceeds from issuance of long-term debt

Payments on long-term debt

Proceeds from issuance of common stock

Payments to redeem common stock

Excess tax benefits from share-based compensation

Dividends paid

Net cash provided by financing activities

Net increase in cash and due from banks
Cash and due from banks at beginning of period

Cash and due from banks at end of period

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid for:

Interest

Income taxes

Noncash items:

Loans transferred to other real estate owned

See accompanying notes to consolidated financial statements.
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Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 2006 2005
$ 381,502 $ 543297 $ 611,802 $ 1,130,124
1,262,756 399,943 1,522,389 13,710
150
(593) (556) (101,188) (1,113)
250,000 250,000
(254,156) (254,156)
14,438 36,502 55,432 60,712
(1,310) (49,988) (1,338) (80,058)
7,863 13,045
(38,324) (32,522) (76,459) (65,093)
1,622,176 896,676 2,019,677 1,058,282
188,972 147,045 67,239 381,529
1,584,857 1,085,482 1,706,590 850,998
$1,773,829 $ 1,232,527 $1,773,829 $ 1,232,527
$ 251,212 $ 129485 $ 451,620 $ 228,034
143,415 133,675 150,570 134,033
9,584 6,250 17,851 10,494
12
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ZIONS BANCORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

June 30, 2006

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated financial statements of Zions Bancorporation ( the Parent ) and its majority-owned subsidiaries
(collectively the Company, we, our, us )have been prepared in accordance with U.S. generally accepted accounting principles for interim
financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by generally accepted accounting principles for complete financial statements. In the opinion of

management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included. Certain

prior period amounts have been reclassified to conform to the current period presentation.

Operating results for the three- and six-month periods ended June 30, 2006 are not necessarily indicative of the results that may be expected in
future periods. The balance sheet at December 31, 2005 is from the audited financial statements at that date, but does not include all of the
information and footnotes required by generally accepted accounting principles for complete financial statements. For further information, refer
to the consolidated financial statements and footnotes thereto included in Zions Bancorporation s Annual Report on Form 10-K for the year
ended December 31, 2005.

The Company provides a full range of banking and related services through banking subsidiaries in ten states as follows: Zions First National

Bank ( Zions Bank ), in Utah and Idaho; California Bank & Trust ( CB&T ); Amegy Corporation ( Amegy ), in Texas; National Bank of Arizona
( NBA ); Nevada State Bank ( NSB ); Vectra Bank Colorado ( Vectra ), in Colorado and New Mexico; The Commerce Bank of Washington

( TCBW ); and The Commerce Bank of Oregon ( TCBO ). Amegy was acquired effective December 3, 2005 as discussed in Note 3. TCBO was
opened in October 2005 and is not expected to have a material effect on consolidated operations for several years.

2. OTHER RECENT ACCOUNTING PRONOUNCEMENTS

In July 2006, the Financial Accounting Standards Board ( FASB ) issued FASB Interpretation No. 48 ( FIN 48 ), Accounting for Uncertainty in
Income Taxes, an interpretation of FASB Statement No. 109, Accounting for Income Taxes. FIN 48 prescribes that a tax position must meet a
minimum more-likely-than-not threshold before it can be recognized in the financial statements. FIN 48 also provides guidance on

derecognition, measurement, classification, interest and penalties, accounting in interim periods, disclosure, and transition. In addition, FIN 48
removes income taxes from the scope of Statement of Financial Accounting Standards (  SFAS ) No. 5, Accounting for Contingencies. FIN 48 is
effective for fiscal years beginning after December 15, 2006, or January 1, 2007 for calendar year-end companies. Management is currently
evaluating the impact this Interpretation may have on the Company s financial statements.

Table of Contents 13
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ZIONS BANCORPORATION AND SUBSIDIARIES

In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial Instruments, an amendment of FASB Statements

No. 133 and 140. This Statement amends SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, to require evaluation of
all interests in securitized financial assets under SFAS 133, eliminating a previous exemption under SFAS 133 for such financial instruments.
Entities must now distinguish interests that are freestanding derivatives, hybrid financial instruments containing embedded derivatives requiring
bifurcation, or hybrid financial instruments containing embedded derivatives that do not require bifurcation. In addition, the Statement permits
fair value remeasurement for any hybrid instrument (on an instrument-by-instrument basis) that contains an embedded derivative that would
otherwise require bifurcation. The Statement also amends SFAS No. 140, Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities, by eliminating the prohibition on a qualifying special-purpose entity ( QSPE ) from holding a derivative financial
instrument that pertains to a beneficial interest other than another derivative financial instrument.

In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets, an amendment of FASB Statement No. 140. This
Statement permits entities to choose to either subsequently measure recorded servicing rights at fair value and report changes in fair value in
earnings, or amortize servicing rights in proportion to the estimated net servicing income or loss and assess the rights for impairment or the need
for an increased obligation. In addition, the Statement, among other things, clarifies when a servicer should separately recognize servicing assets
and liabilities, and requires initial fair value measurement, if practicable, of such recognized assets and liabilities.

In general, both Statements are effective as of the beginning of an entity s fiscal year after September 15, 2006, or January 1, 2007 for calendar
year-end companies. Management is evaluating the impact these Statements may have on the Company s financial statements.

The Company s adoption of SFAS No. 123R, Share-Based Payment, is discussed in Note 6.

3. MERGER AND ACQUISITION ACTIVITY

Effective December 3, 2005, we acquired 100% of the outstanding stock of Amegy Bancorporation, Inc. headquartered in Houston, Texas. The
tax-free merger included the formation of a new holding company, Amegy Corporation ( Amegy ), which became a wholly-owned subsidiary of
the Company. The merger expands the Company s banking presence into Texas. Amegy s results of operations for the month of December 2005
and for the six months ended June 30, 2006 were included with the Company s results of operations.

Details of the merger, including the allocation of the purchase price, are included in the Company s Annual Report on Form 10-K for the year
ended December 31, 2005. The allocation of the purchase price is subject to change when the determination of Amegy s asset and liability values
is finalized within one year from the merger date. As of June 30, 2006, the allocation had not changed from December 31, 2005.

Table of Contents 15
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The following unaudited pro forma condensed combined financial information presents the Company s results of operations assuming the merger
had taken place as of January 1, 2005. Also shown for comparative purposes are the historical results of operations for the Company without
Amegy (in thousands, except per share amounts):

Three Months Ended Six Months Ended
June 30, 2005 June 30, 2005
Zions historical Zions historical

Pro forma without Pro forma without

combined Amegy combined Amegy
Net interest income $ 388636 $ 330,928 $ 761,037 $ 645,879
Provision for loan losses 12,917 11,417 25,400 20,800
Noninterest income 137,279 105,932 268,729 208,830
Noninterest expense 315,683 242,046 623,783 481,283
Income before income taxes and minority interest 197,315 183,397 380,583 352,626
Net income 130,009 118,810 250,909 229,044
Net income per common share:
Basic $ 125  $ 132§ 241  $ 2.55
Diluted 1.22 1.30 2.35 2.50
Weighted average shares outstanding during the period:
Basic 104,198 89,846 104,213 89,861
Diluted 106,621 91,610 106,582 91,596

Merger related expenses for this merger of $8.9 million and $15.7 million for the three- and six-month periods ended June 30, 2006 consisted of
systems integration and related charges of $5.9 million and $10.1 million, and severance and other employee-related costs of $3.0 million and
$5.6 million, respectively.

As disclosed in the Company s Annual Report on Form 10-K for the year ended December 31, 2005, Amegy accrued as of the date of merger
approximately $15.2 million of liabilities from purchase accounting adjustments for certain exit and termination costs. These costs consisted of
employee-related costs of $12.2 million and other exit costs of $3.0 million. As of June 30, 2006, Amegy had paid approximately $10.5 million
of these costs.

4. LONG-TERM DEBT

On March 31, 2006, we filed an automatic shelf registration statement with the Securities and Exchange Commission ( SEC )asa well-known
seasoned issuer under their revised rules effective December 1, 2005 with respect to the registration, communications and offering processes

under the Securities Act of 1933. The shelf registration replaced a previous shelf registration and covers securities of the Company, Zions

Capital Trust C and Zions Capital Trust D.
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On April 27, 2006, under the new shelf registration, we issued $250 million of floating rate senior notes due April 15, 2008. The notes require
quarterly interest payments at three-month LIBOR plus 0.12%. They are not redeemable prior to maturity and are not listed on any national
securities exchange. Proceeds from the notes were used to retire all of the $150 million of 2.70% senior notes due May 1, 2006 and all of the
remaining $104.2 million of 6.95% subordinated notes due May 15, 2011 and redeemable May 15, 2006.

10
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5. SHAREHOLDERS EQUITY

Changes in accumulated other comprehensive income (loss) are summarized as follows (in thousands):

Net unrealized Net
gains (losses) unrealized
on investments, losses Minimum
retained interests  on derivative pension
and other instruments liability Total

Six Months Ended June 30, 2006:

Balance, December 31, 2005 $ (10,772)  $ (50,264) $ (22,007) $ (83,043)
Other comprehensive loss, net of tax:

Net realized and unrealized holding losses during the period, net of income

tax benefit of $19,376 (31,281) (31,281)
Foreign currency translation 543 543
Reclassification for net realized gains recorded in operations, net of income

tax expense of $902 (1,456) (1,456)
Net unrealized losses on derivative instruments, net of reclassification to

operations of $(11,252) and income tax benefit of $21,988 (33,090) (33,090)
Other comprehensive loss (32,194) (33,090) (65,284)
Balance, June 30, 2006 $ (42,966) $ (83,354) $ (22,007) $ (148,327)

Six Months Ended June 30, 2005:

Balance, December 31, 2004 $ 19,774 $  (9,493) $ (18213) $  (7,932)
Other comprehensive loss, net of tax:

Net realized and unrealized holding gains during the period, net of income

tax expense of $1,728 2,790 2,790
Foreign currency translation (1,123) (1,123)
Reclassification for net realized gains recorded in operations, net of income

tax expense of $94 (153) (153)
Net unrealized losses on derivative instruments, net of reclassification to

operations of $10,832 and income tax benefit of $4,074 (6,487) (6,487)
Other comprehensive income (loss) 1,514 (6,487) 4,973)
Balance, June 30, 2005 $ 21,288 $ (15,980) $ (18,213) $ (12,905)

6. SHARE-BASED COMPENSATION
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We have a stock option and incentive plan which allows us to grant stock options and restricted stock to employees and nonemployee directors.
The total shares authorized under the plan are 8,900,000 of which 6,604,869 shares are available for future grant as of June 30, 2006.

Prior to January 1, 2006, we accounted for share-based compensation under the recognition and measurement provisions of Accounting
Principles Board Opinion No. 25 ( APB 25 ), Accounting for Stock Issued to Employees, and related Interpretations, as permitted by SFAS
No. 123, Accounting for Stock-Based Compensation. Accordingly, we did not record any compensation expense for stock options, as the
exercise price of the option was equal to the quoted market price of the stock on the date of grant.

11
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Effective January 1, 2006, we adopted SFAS No. 123R, Share-Based Payment, which requires all share-based payments to employees, including
grants of employee stock options, to be recognized in the statement of income based on their fair values. This accounting utilizes a modified
grant-date approach in which the fair value of an equity award is estimated on the grant date without regard to service or performance vesting
conditions. We adopted SFAS 123R using the modified prospective transition method. Under this transition method, compensation expense is
recognized beginning January 1, 2006 based on the requirements of SFAS 123R for all share-based payments granted after January 1, 2006, and
based on the requirements of SFAS 123 for all awards granted to employees prior to January 1, 2006 that remain unvested as of that date.
Results of operations for prior periods have not been restated.

The adoption of SFAS 123R, compared to the previous accounting for share-based compensation under APB 25, reduced the Company s income
before income taxes and minority interest and net income along with the related basic and diluted per common share amounts as follows (in
thousands, except per share amounts):

June 30, 2006

Three Months Six Months
Ended Ended

Reduction in:
Income before income taxes and minority interest $ 4,147 $ 8,066
Net income 2,756 5,570
Net income per common share:
Basic $ 003 $ 0.05
Diluted 0.03 0.05

As required by SFAS 123R, upon adoption, we reversed $11.1 million of unearned compensation related to restricted stock from deferred
compensation and common stock.

The impact on net income and net income per common share if we had applied the provisions of SFAS 123 to stock options for the three- and
six-month periods ended June 30, 2005 was as follows (in thousands, except per share amounts):

June 30, 2005

Three Months Six Months
Ended Ended
Net income, as reported $ 118,810 $ 229,044
Deduct: Total share-based compensation expense
determined under fair value based method for stock
options, net of related tax effects (1,991) (4,454)
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Pro forma net income

Net income per common share:
Basic as reported
Basic  pro forma

Diluted as reported
Diluted pro forma

12

$ 116,819 $ 224,590

$

132 %
1.30

1.30
1.28

2.55
2.50

2.50
2.45
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We classity all share-based awards as equity instruments and recognize the vesting of the awards ratably over their respective terms. As of
June 30, 2006, compensation expense not yet recognized for nonvested share-based awards was approximately $55.2 million, which is expected
to be recognized over a weighted average period of 1.4 years.

SFAS 123R also requires the benefits of tax deductions in excess of recognized compensation expense resulting from the exercise of share-based
awards to be reported as a financing cash flow. For the three- and six month periods ended June 30, 2006, this requirement reduced net operating
cash flows and increased net financing cash flows by approximately $7.9 million and $13.0 million, respectively.

Stock Options

Options granted to employees vest at the rate of one third each year and expire seven years after the date of grant. Options granted to non
employee directors are exercisable in increments from six months to three and a half years and expire ten years after the date of grant.

In 2005, we discontinued our broad-based employee stock option plan under which options were made available to substantially all employees;
however, existing options continue to vest at the rate of one third each year and expire four years after the date of grant.

For the three- and six-month periods ended June 30, 2006, the additional compensation expense of $4.1 million and $8.1 million, respectively,
for stock options under SFAS 123R is included in salaries and employee benefits in the statements of income with the corresponding increase to
shareholders equity included in common stock. The related tax benefit recognized as a reduction of income tax expense was $1.4 million and
$2.5 million, respectively, for the same periods.

During the three- and six-month periods ended June 30, 2006, the amount of cash received from the exercise of stock options was $14.4 million
and $55.4 million, respectively, and the tax benefit realized as a reduction of income taxes payable was $5.2 million and $14.4 million,
respectively. Of these amounts, $3.0 million and $6.4 million reduced goodwill for the tax benefit of vested share-based awards converted in the
Amegy acquisition that were exercised during the three- and six-month periods, and $2.2 million and $8.0 million, respectively, were included in
common stock as part of net stock options exercised.

Compensation expense was determined from the estimates of fair values of stock options granted using the Black-Scholes option-pricing model.
The following significant assumptions were used for options granted during the three months ended June 30, 2006:

Weighted average of fair value for options granted $ 15.02
Weighted average assumptions used:

Expected dividend yield 2.0%
Expected volatility 18.0%
Risk-free interest rate 4.96%
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Expected life (in years) 4.1

No stock options were granted during the three months ended March 31, 2006. The methodology used to estimate the fair values of stock options
is consistent with the estimates used for the pro forma presentation in periods prior to the adoption of SFAS 123R. The preceding assumptions
reflect management s judgment and include consideration of historical experience. The risk-free interest rate is based on the U. S. Treasury yield
curve in effect at the time of grant for periods corresponding with the expected life of the option.

13
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The following summarizes our stock option activity for the six months ended June 30, 2006:

Weighted

average

Number of exercise

shares price
Balance at December 31, 2005 7,497,566 $ 52.79
Granted 977,024 81.14
Exercised (1,155,141) 48.81
Expired (24,671) 51.64
Forfeited (59,339) 59.97
Balance at June 30, 2006 7,235,439 57.19
Outstanding options exercisable as of

June 30, 2006 4748241 $ 50.14

We issue new authorized shares for the exercise of stock options. During the three- and six-month periods ended June 30, 2006, the total
intrinsic value of options exercised was approximately $8.3 million and $36.4 million, respectively.

Additional selected information on stock options at June 30, 2006 follows:

Outstanding options Exercisable options
Weighted

Weighted average Weighted
Number average remaining Number average
of exercise  contractual of exercise

Exercise price range shares price life (years) shares price
$ 032to$ 19.99 96,878 $ 12.03 1.1 (1) 96,878 $ 12.03
$ 20.00to $ 39.99 191,305 27.77 2.8 191,305 27.77
$ 40.00to $ 44.99 1,429,342 42.22 3.0 1,430,146 42.22
$ 45.00t0 $ 49.99 397,394 48.28 4.9 390,394 48.27
$ 50.00to $ 54.99 1,113,240 53.72 2.9 1,108,356 53.72
$ 55.00t0 $ 59.99 1,712,404 56.95 4.9 1,038,065 57.00
$ 60.00to $ 64.99 211,605 61.51 3.1 87,742 61.90
$ 65.00t0 $ 69.99 210,897 67.28 6.9 146,210 67.45
$ 70.00to $ 74.99 781,474 70.86 6.0 257,437 70.88
$ 75.00t0 $ 82.92 1,090,900 80.59 6.9 1,708 75.58
7,235,439 57.19 4.5(1) 4,748,241 50.14
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(1) The weighted average remaining contractual life excludes 35,023 stock options which expire between the date of termination and one year

from the date of termination, depending upon certain circumstances.

For outstanding options at June 30, 2006, the aggregate intrinsic value was $154.7 million. For exercisable options at June 30, 2006, the
aggregate intrinsic value was $133.1 million and the weighted average remaining contractual life was 3.9 years.

Restricted Stock

Restricted stock granted vests over four years. During the vesting period, the holder has full voting rights and receives dividend equivalents. For
the three- and six-month periods ended June 30, 2006, compensation expense recognized for issuances of restricted stock and included in
salaries and employee benefits in the

14
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statement of income was $1.9 million and $2.9 million, respectively. Amounts for the corresponding periods in 2005 were $0.4 million and $0.5
million, respectively. The corresponding increase to shareholders equity was included in common stock. Compensation expense was determined
based on the number of restricted shares granted and the market price of our common stock at the grant date.

The following summarizes our restricted stock activity for the six months ended June 30, 2006:

Weighted
average
Number of grant
shares price

Nonvested restricted shares at December 31, 2005 203,983 $ 68.99

Granted 279,625 80.16
Vested (46,865) 70.98
Forfeited (9,113) 72.44
Nonvested restricted shares at June 30, 2006 427,630 77.11

The total fair value of restricted stock vesting during the three- and six-month periods ended June 30, 2006 was $3.3 million and $3.4 million,
respectively. Amounts for the corresponding periods in 2005 were not significant.

7. GUARANTEES

The following are guarantees issued by the Company (in thousands):

December 31,

June 30,
2006 2005
Standby letters of credit:
Financial $ 1,072,389 $ 1,015,019
Performance 301,295 240,763

$ 1,373,684 $ 1,255,782
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The Company s Annual Report on Form 10-K for the year ended December 31, 2005 contains further information on the nature of these letters of
credit along with their terms and collateral requirements. At June 30, 2006, the carrying value recorded by the Company as a liability for these
guarantees was $4.8 million.

Certain mortgage loans sold have limited recourse provisions for periods ranging from three months to one year. The amount of losses resulting
from the exercise of these provisions has not been significant.

As of June 30, 2006, the Parent has guaranteed approximately $476.1 million of debt issued by affiliated trusts issuing trust preferred securities.
The trusts and related trust preferred securities are described in the Company s Annual Report on Form 10-K for the year ended December 31,
2005.

Zions Bank provides a liquidity facility ( Liquidity Facility ) for a fee to Lockhart Funding, LLC ( Lockhart ), a QSPE securities conduit. Lockhart
purchases floating rate U.S. Government and AAA-rated securities with funds from the issuance of commercial paper. Zions Bank also provides
interest rate hedging support and administrative and investment advisory services for a fee. Pursuant to the Liquidity Facility contract, Zions

Bank is required to purchase securities from Lockhart to provide funds for Lockhart to repay maturing commercial paper upon Lockhart s

inability to access the commercial paper market, or upon a commercial paper market disruption as specified in governing documents for

Lockhart. Pursuant to the

15
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governing documents, including the liquidity agreement, if any security in Lockhart is downgraded below AA-, Zions Bank must either 1) place
its letter of credit on the security, 2) obtain credit enhancement from a third party, or 3) purchase the security from Lockhart at book value. At
any given time, the maximum commitment of Zions Bank is the book value of Lockhart s securities portfolio, which is not allowed to exceed the
size of the Liquidity Facility commitment. At June 30, 2006, the book value of Lockhart s securities portfolio was $5.0 billion, which
approximated market value, and the size of the Liquidity Facility commitment was $6.12 billion. No amounts were outstanding under the
Liquidity Facility at June 30, 2006.

The FASB continues to deliberate other projects that propose to amend SFAS 140 in addition to those discussed in Note 2. These include
isolation of transferred assets and permitted activities of QSPEs. The proposed amendments, among other things, may require changes to the
operating activities of QSPEs and other aspects relating to the transfer of financial assets. Subject to the requirements of any final standards
when they are issued, Lockhart s operations may need to be modified to preserve its off-balance sheet status.

8. RETIREMENT PLANS

The following disclosures are required for interim financial statements by SFAS No. 132R, Employers Disclosures about Pensions and Other
Postretirement Benefits (in thousands):

Postretirement Postretirement
Pension benefits benefits Pension benefits benefits
Three Months Ended June 30, Six Months Ended June 30,

2006 2005 2006 2005 2006 2005 2006 2005
Service cost $ 129 $ 133 $ 32 $ 29 $ 258 $ 286 $ 64 $ 60
Interest cost 2,148 1,990 86 86 4,300 4,269 172 175
Expected return on plan assets (2,588) (2,428) (5,180) (5,209)
Amortization of net actuarial (gain) loss 491 336 67) (86) 983 720 (134) (175)
Net periodic benefit cost $ 180 $ 31 $ 51 $ 29 $ 361 $ 66 $ 102 $ 60

As disclosed in the Company s Annual Report on Form 10-K for the year ended December 31, 2005, we expect to contribute $634 thousand in
2006 to meet estimated benefit payments to participants in our postretirement health and welfare plan. As of June 30, 2006, we have contributed
$317 thousand of this amount and expect to contribute the remaining portion during the rest of 2006. We do not expect to make any

contributions to the pension plan in 2006 and have not done so as of June 30, 2006. As disclosed in the Company s Annual Report on Form 10-K
for the year ended December 31, 2005, participation and benefit accruals for the pension plan were frozen effective January 1, 2003.

9. OPERATING SEGMENT INFORMATION
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We manage our operations and prepare management reports and other information with a primary focus on geographical area. As of June 30,
2006, we operate eight community/regional banks in distinct geographical areas. Performance assessment and resource allocation are based upon
this geographical structure. Zions Bank operates 112 branches in Utah and 24 in Idaho. CB&T operates 91 branches in California. Amegy
operates 77 branches in Texas. NBA operates 53 branches in Arizona. NSB operates 72 branches in Nevada. Vectra operates 38 branches in
Colorado and one branch in New Mexico. TCBW operates one branch in the state of Washington. TCBO operates one branch in Oregon. The
operating segment identified as Other includes the Parent, certain nonbank financial service and financial technology subsidiaries, other smaller
nonbank operating units, TCBO, and eliminations of transactions between segments. Results for Amegy only include the three- and six month
periods ended June 30, 2006.
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The accounting policies of the individual operating segments are the same as those of the Company. Transactions between operating segments
are primarily conducted at fair value, resulting in profits that are eliminated for reporting consolidated results of operations. Operating segments
pay for centrally provided services based upon estimated or actual usage of those services.

The following table presents selected operating segment information for the three months ended June 30, 2006 and 2005:

Zions Bank CB&T Amegy NBA NSB
- 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
(In millions)
CONDENSED INCOME
STATEMENT
Net interest income excluding hedge
income $ 1142 $ 1022 $ 1193 $ 1103 $ 762 $ 540 $ 449 $ 510 $ 403
Hedge income recorded directly at
subsidiary (0.6) 0.8 (1.0) 0.9 0.2) 0.7) 0.5 (0.9) 0.4
Allocated hedge income 0.1 0.1)
Net interest income 113.7 102.9 118.3 111.2 76.0 533 454 50.1 40.7
Provision for loan losses 8.0 6.9 4.0 1.0 0.3 1.8 2.1 24 0.5
Net interest income after provision
for loan losses 105.7 96.0 114.3 110.2 75.7 51.5 433 47.7 40.2
Noninterest income 62.5 68.1 20.0 18.8 28.3 6.1 4.9 7.5 7.8
Noninterest expense 103.5 95.3 62.0 60.8 72.7 26.5 24.8 28.0 26.4
Income before income taxes and
minority interest 64.7 68.8 72.3 68.2 31.3 31.1 234 27.2 21.6
Income tax expense (benefit) 21.5 234 29.3 27.6 9.8 12.3 9.2 9.4 7.4
Minority interest (0.1)
Net income (loss) $ 433 $ 454 § 430 $ 406 $ 215 $ 188 $ 142 $ 178 $ 142
AVERAGE BALANCE SHEET
DATA
Assets $ 13,734 $ 12418 $ 11,109 $ 10,108 $ 9,123 $ 4380 $ 3,804 $ 3935 $ 3479
Net loans and leases 9,182 8,294 8,028 7,127 5,575 3,858 3,293 3,169 2,678
Deposits 9,682 8,309 8,387 8,418 6,414 3,524 3,223 3,280 3,028
Shareholder s equity 857 772 1,114 1,038 1,793 309 278 248 224
Consolidated
Vectra TCBW Other Company
. 2006 2005 2006 2005 2006 2005 2006 2005
(In millions)
CONDENSED INCOME
STATEMENT
Net interest income excluding hedge
income $ 252 $ 218 $ 85 § 74 $ (6.1) $ 04 $ 4423 § 3273
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Hedge income recorded directly at

subsidiary (1.4) 0.5 (0.5) (0.7) 0.5 (6.0) 3.6
Allocated hedge income 0.1) 0.1

Net interest income 23.7 22.4 8.0 7.4 (6.8) 0.9 436.3 330.9
Provision for loan losses 0.6 0.6 0.2) 0.3 0.1 17.0 114

Net interest income after provision

for loan losses 23.1 21.8 8.2 7.1 (6.9 0.9 419.3 319.5
Noninterest income 5.9 6.8 0.5 0.4 7.0 (0.9) 137.8 105.9
Noninterest expense 21.6 21.5 3.4 3.1 15.6 10.2 333.3 242.1

Income before income taxes and

minority interest 74 7.1 5.3 44 (15.5) (10.2) 223.8 183.3
Income tax expense (benefit) 2.7 2.5 1.8 1.3 (8.0) (5.1) 78.8 66.3
Minority interest 0.2) (1.8) 0.3) (1.8)
Net income (loss) $ 47 $ 46 $ 35 $ 31 $ (73) $ (B33 $ 1453 $ 1188
AVERAGE BALANCE SHEET
DATA
Assets $ 2329 $ 229 $ 794 $ 777 $ (1,621) $ (371) $ 43,783 $ 32,511
Net loans and leases 1,600 1,480 412 369 76 90 31,900 23,331
Deposits 1,627 1,565 459 424 (1,198) (1,179) 32,175 23,788
Shareholder s equity 296 318 52 50 (254) 197 4,415 2,877
17
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The following table presents selected operating segment information for the six months ended June 30, 2006 and 2005:

(In millions)

CONDENSED INCOME
STATEMENT

Net interest income excluding hedge
income

Hedge income recorded directly at
subsidiary

Allocated hedge income

Net interest income
Provision for loan losses

Net interest income after provision for
loan losses

Noninterest income

Noninterest expense

Income before income taxes and
minority interest

Income tax expense (benefit)
Minority interest

Net income (loss)

AVERAGE BALANCE SHEET
DATA

Assets

Net loans and leases

Deposits

Shareholder s equity

(In millions)

CONDENSED INCOME
STATEMENT

Net interest income excluding hedge
income

Hedge income recorded directly at
subsidiary

Allocated hedge income

Net interest income

Table of Contents

Zions Bank CB&T Amegy NBA NSB
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
$ 2220 $ 1965 $ 2397 $ 2176 $ 1504 $ 1057 $ 865 $ 981 § 792
(1.0) 2.9 3.7 2.9 (0.8) 0.9 (1.2) 0.9
0.1 (1.2) 0.3 0.1
221.1 198.2 236.0 220.5 150.4 104.9 87.7 96.9 80.2
13.9 13.7 6.5 2.5 2.3 2.6 29 4.9 0.5
207.2 184.5 229.5 218.0 148.1 102.3 84.8 92.0 79.7
124.3 1314 38.3 37.6 559 12.0 10.5 14.8 15.7
201.3 188.0 124.0 123.3 140.2 51.5 47.7 55.2 51.1
130.2 127.9 143.8 132.3 63.8 62.8 47.6 51.6 443
43.7 42.1 58.4 534 19.8 24.8 19.0 17.9 15.3
(0.1) (0.1)
$ 866 $ 89 §$ 84 $ 789 § 440 $ 380 $ 286 $ 337 $ 290
$ 13,330 $ 12,301 $ 10,994 $ 10,129 $ 9,170 $ 4307 $ 3,726 $ 3,815 $ 3,429
8,931 8,134 7,899 7,109 5,488 3,791 3,212 3,034 2,622
9,509 8,190 8,461 8,360 6,515 3,550 3,171 3,236 2,992
844 761 1,103 1,042 1,786 306 274 244 225
Consolidated
Vectra TCBW Other Company
2006 2005 2006 2005 2006 2005 2006 2005
$ 492 § 421 $ 175 % 140 $ (122) $ (08) $ 8704 $ 635.1
(2.3) 1.6 (0.8) 0.2 (1.5) 1.4 (11.3) 10.8
(0.1) 0.6 0.2
46.8 443 16.7 144 (13.7) 0.6 859.1 645.9
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Provision for loan losses

Net interest income after provision for
loan losses

Noninterest income

Noninterest expense

Income before income taxes and
minority interest

Income tax expense (benefit)
Minority interest

Net income (loss)

AVERAGE BALANCE SHEET
DATA

Assets

Net loans and leases

Deposits

Shareholder s equity
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0.8 0.6 0.4 0.6 0.1 315 20.8
46.0 43.7 16.3 13.8 (13.8) 0.6 827.6 625.1
12.7 13.5 0.9 0.8 73 0.7) 266.2 208.8
43.1 433 6.8 6.2 35.6 21.7 657.7 481.3
15.6 13.9 10.4 8.4 (42.1) (21.8) 436.1 352.6

5.7 4.9 3.4 2.6 (19.6) (11.2) 154.1 126.1

(0.8) 2.4) (0.9) (2.5)
99 § 9.0 70 $ 58 $ (21.7) $ (82) $ 2829 $ 229.0
2305 $ 2,291 794§ 751  $(1,497) $ (444) $43218 $32,183
1,568 1,464 405 372 72 92 31,188 23,005
1,607 1,565 454 423 (1,232)  (1,194) 32,100 23,507

298 320 51 50 (264) 179 4,368 2,851
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

OPERATIONS

FINANCIAL HIGHLIGHTS

(Unaudited)

(In thousands, except per share and ratio data)

EARNINGS

Taxable-equivalent net interest income
Taxable-equivalent revenue

Net interest income

Noninterest income

Provision for loan losses

Noninterest expense

Income before income taxes and minority interest
Income taxes

Minority interest

Net income

PER COMMON SHARE
Net income (diluted)
Dividends

Book value

SELECTED RATIOS

Return on average assets

Return on average common equity
Efficiency ratio

Net interest margin
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Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 % Change 2006 2005 % Change
$ 442,261 $ 336,088 31.59% $ 871,085 $ 656,208 32.75 %
580,020 442,020 31.22 % 1,137,332 865,038 31.48 %
436,327 330,928 31.85 % 859,174 645,879 33.02 %
137,759 105,932 30.04 % 266,247 208,830 27.49 %
17,022 11,417 49.09 % 31,534 20,800 51.61 %
333,276 242,046 37.69 % 657,731 481,283 36.66 %
223,788 183,397 22.02 % 436,156 352,626 23.69 %
78,821 66,330 18.83 % 154,079 126,079 2221 %
(343) (1,743) (80.32)% (866) (2,497) (65.32)%
145,310 118,810 22.30 % 282,943 229,044 23.53 %
1.35 1.30 3.85 % 2.62 2.50 4.80 %
0.36 0.36 0.72 0.72

41.72 32.62 27.90 %

1.33% 1.47% 1.32% 1.44%

13.20% 16.56% 13.06% 16.20%

57.46% 54.76% 57.83% 55.64%

4.64% 4.60% 4.66% 4.57%
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FINANCIAL HIGHLIGHTS (Continued)

(Unaudited)

(In thousands, except share and ratio data)

AVERAGE BALANCES

Total assets

Securities

Net loans and leases

Goodwill

Core deposit and other intangibles
Total deposits

Core deposits (1)

Minority interest

Shareholders equity

Weighted average common and common-equivalent

shares outstanding

AT PERIOD END

Total assets

Securities

Net loans and leases

Sold loans being serviced (2)
Allowance for loan losses
Allowance for unfunded lending commitments
Goodwill

Core deposit and other intangibles
Total deposits

Core deposits (1)

Minority interest

Shareholders equity

Common shares outstanding

Average equity to average assets

Common dividend payout

Tangible common equity ratio

Nonperforming assets

Accruing loans past due 90 days or more
Nonperforming assets to net loans and leases and
other real estate owned at period end

(1) Amount consists of total deposits excluding time deposits $100,000 and over.
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Three Months Ended Six Months Ended
June 30, June 30,
2006 2005 % Change 2006 2005 % Change
$ 43,782,622 $ 32,510,692 34.67% $ 43,217,571 $ 32,182,658 34.29 %
5,876,065 5,091,552 15.41% 5,974,333 5,141,496 16.20 %
31,900,053 23,330,670 36.73% 31,188,372 23,004,945 35.57 %
1,884,192 638,932 194.90% 1,885,862 640,758 194.32 %
185,281 53,011 249.51% 190,885 54,822 248.19 %
32,175,202 23,787,985 35.26% 32,099,667 23,507,308 36.55 %
29,303,520 22,248,291 31.71% 29,378,174 22,044,385 33.27 %
28,486 24,726 15.21% 28,355 24,787 14.39 %
4,414,775 2,877,374 53.43% 4,368,301 2,851,269 53.21 %
107,883,374 91,610,296 17.76% 107,866,829 91,596,314 17.76 %
$ 45,142,086 $ 32,875,294 37.31 %
5,797,079 4,904,799 18.19 %
32,682,335 23,821,563 37.20 %
3,003,101 2,910,182 3.19 %
348,475 281,428 23.82 %
17,592 15,395 14.27 %
1,881,256 638,933 194.44 %
177,692 51,397 245.72 %
33,254,210 24,398,535 36.30 %
29,851,896 22,840,557 30.70 %
28,619 24,665 16.03 %
4,447,330 2,937,908 51.38 %
106,611,731 90,062,646 18.38 %
10.08% 8.85% 10.11% 8.86%
26.37% 27.37% 27.02% 28.42%
5.54% 6.98%
73,475 73,680 (0.28)%
29,434 13,183 123.27 %
0.22% 0.31%
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(2) Amount represents the outstanding balance of loans sold and being serviced by the Company, excluding conforming first mortgage
residential real estate loans.
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ZIONS BANCORPORATION AND SUBSIDIARIES

FORWARD-LOOKING INFORMATION

Statements in Management s Discussion and Analysis that are based on other than historical data are forward-looking, within the meaning of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements provide current expectations or forecasts of future events and
include, among others:

statements with respect to the Company s beliefs, plans, objectives, goals, guidelines, expectations, anticipations, and future financial
condition, results of operations and performance;

statements preceded by, followed by or that include the words may, could, should, would, believe, anticipate, estimate,
plan, projects, or similar expressions.

These forward-looking statements are not guarantees of future performance, nor should they be relied upon as representing management s views
as of any subsequent date. Forward-looking statements involve significant risks and uncertainties and actual results may differ materially from
those presented, either expressed or implied, in Management s Discussion and Analysis. Factors that might cause such differences include, but
are not limited to:

the Company s ability to successfully execute its business plans, manage its risks, and achieve its objectives;

changes in political and economic conditions, including the economic effects of terrorist attacks against the United States and related
events;

changes in financial market conditions, either nationally or locally in areas in which the Company conducts its operations, including
without limitation, reduced rates of business formation and growth, commercial real estate development and real estate prices;

fluctuations in the equity and fixed-income markets;

changes in interest rates, the quality and composition of the loan and securities portfolios, demand for loan products, deposit flows and
competition;

acquisitions and integration of acquired businesses, including Amegy;

increases in the levels of losses, customer bankruptcies, claims and assessments;

changes in fiscal, monetary, regulatory, trade and tax policies and laws, including policies of the U.S. Treasury and the Federal
Reserve Board;
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continuing consolidation in the financial services industry;

new litigation or changes in existing litigation;

success in gaining regulatory approvals, when required;

changes in consumer spending and savings habits;

increased competitive challenges and expanding product and pricing pressures among financial institutions;

demand for financial services in Zions market areas;

inflation and deflation;

technological changes and Zions implementation of new technologies;

Zions ability to develop and maintain secure and reliable information technology systems;

legislation or regulatory changes which adversely affect the Company s operations or business;

the Company s ability to comply with applicable laws and regulations; and

changes in accounting policies or procedures as may be required by the Financial Accounting Standards Board or regulatory agencies.

Additional factors that could cause actual results to differ materially from those expressed in the forward-looking statements are discussed in the
2005 Annual Report on Form 10-K of Zions Bancorporation filed with the Securities and Exchange Commission ( SEC ) and available at the
SEC s Internet site (http://www.sec.gov).
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ZIONS BANCORPORATION AND SUBSIDIARIES

The Company specifically disclaims any obligation to update any factors or to publicly announce the result of revisions to any of the
forward-looking statements included herein to reflect future events or developments.

CRITICAL ACCOUNTING POLICIES AND SIGNIFICANT ESTIMATES

The Company has made no significant changes in its critical accounting policies and significant estimates from those disclosed in its Annual
Report on Form 10-K for the year ended December 31, 2005, except as noted below.

Note 6 of the Notes to Consolidated Financial Statements discusses the Company s adoption on January 1, 2006 of SFAS No. 123R, Share-Based
Payment ( SFAS 123R ), which requires all share-based payments to employees, including grants of employee stock options, to be recognized in
the statement of income based on their fair values. The Company adopted SFAS 123R using the modified prospective transition method and did
not restate results of operations for prior periods. Rather, the Company presented the pro forma effect on operations as if it had adopted the
provisions of SFAS 123.

The Company uses the Black-Scholes option-pricing model to estimate the fair value of stock options granted under SFAS 123R and for the pro
forma presentations in prior periods. Use of the assumptions described in Note 6 is subjective and requires judgment. The adoption of SFAS
123R decreased income before income taxes and minority interest and net income by approximately $4.1 million and $2.8 million, respectively,
for the three months ended June 30, 2006, or $0.03 per diluted share, and $8.1 million and $5.6 million, respectively for the six months ended
June 30, 2006, or $0.05 per diluted share. The Company currently estimates that the adoption of SFAS 123R will reduce 2006 pretax income by
approximately $17 million. In 2005, the Company began granting shares of restricted stock in connection with the adoption of a new stock
option and incentive plan. During the second quarter of 2006, the Company granted 977,024 stock options and 219,000 shares of restricted
stock.

RESULTS OF OPERATIONS

As previously disclosed, the Company completed its acquisition of Amegy Bancorporation, Inc. in December 2005. All comparisons to 2005
periods reflect the effects of the Amegy acquisition.

Zions Bancorporation ( the Parent ) and subsidiaries (collectively Zions, the Company, we, our ) reported netincome of $145.3 million, or $1.
per diluted share for the second quarter of 2006 compared with $118.8 million, or $1.30 per diluted share for the second quarter of 2005. The

annualized return on average assets was 1.33% in the second quarter of 2006 compared to 1.47% in the second quarter of 2005. For the same

comparative periods, the annualized return on average common equity was 13.20% compared to 16.56%. In addition, the efficiency ratio, which

is defined as the percentage of noninterest expenses to taxable-equivalent revenue, was 57.5% compared to 54.8% for the second quarter of

2005.

Table of Contents 39



Edgar Filing: ZIONS BANCORPORATION /UT/ - Form 10-Q

Net income for the first six months of 2006 was $282.9 million or $2.62 per diluted share, compared to $229.0 million or $2.50 per diluted share
for the first six months of 2005. For the first six months of 2006, the annualized return on average assets was 1.32% compared to 1.44% for the
same period of 2005. For the same comparative periods, the annualized return on average common equity was 13.06% compared to 16.20%. The
efficiency ratio for the first six months was 57.8% compared to 55.6% for 2005.
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Net Interest Income, Margin and Interest Rate Spreads

Taxable-equivalent net interest income for the second quarter of 2006 increased 31.6% to $442.3 million compared with $336.1 million for the
comparable period of 2005. The increase reflects the acquisition of Amegy, growth in both loans and deposits coupled with the effect of an
increase in the net interest margin. For the first six months of 2006, net interest income on a fully taxable-equivalent basis was $871.1 million,
an increase of 32.7% compared to $656.2 million in 2005. The incremental tax rate used for calculating all taxable-equivalent adjustments is
35% for all periods presented.

Although taxable-equivalent net interest income increased sequentially in the second quarter of 2006, the Company s net interest margin was
4.64% for the second quarter of 2006, compared to 4.69% for the first quarter of 2006 and 4.60% for the second quarter of 2005. The decreased
net interest margin for the second quarter of 2006 resulted mainly from robust loan growth being funded primarily by time deposits and Federal
Home Loan Bank advances and other short-term borrowings.

One of the challenges we continue to face in 2006 is an increase in pricing pressures on both loans and deposits as the economy expands and
competition for good business increases. Reflecting this pricing pressure, the spread on average interest-bearing funds for the second quarter for
2006 was 3.81%, down from 3.95% and 4.03% from the first quarter of 2006 and second quarter of 2005, respectively. The yield on average
earning assets increased 21 basis points during the second quarter as compared to the first quarter of 2006 and 95 basis points during the second
quarter of 2006 compared to the same period in 2005. The average rate paid this quarter on interest-bearing funds increased 35 basis points from
the first quarter and 117 basis points from the second quarter of 2005.

The Federal Reserve raised its target for the federal funds rate twice during the quarter by a combined 50 basis points. These increases were
followed by corresponding increases in the prime rate charged by most major banks, including Zions subsidiary banks. The Federal Reserve has
indicated that it may implement additional rate changes, as appropriate. The Company expects to continue its efforts to maintain a slightly asset
sensitive position with regard to interest rate risk. However, our estimates of the Company s actual position are highly dependent upon changes in
both short-term and long-term interest rates, modeling assumptions, and the actions of competitors and customers in response to those changes.
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CONSOLIDATED AVERAGE BALANCE SHEETS, YIELDS AND RATES

(Unaudited)

(In thousands)

ASSETS

Money market investments
Securities:

Held to maturity

Available for sale

Trading account

Total securities

Loans:
Loans held for sale
Net loans and leases (2)

Total loans and leases
Total interest-earning assets

Cash and due from banks
Allowance for loan losses
Goodwill

Core deposit and other intangibles
Other assets

Total assets

LIABILITIES
Interest-bearing deposits:
Savings and NOW
Money market

Time under $100,000
Time $100,000 and over
Foreign

Total interest-bearing deposits

Borrowed funds:
Securities sold, not yet purchased

Federal funds purchased and security repurchase

agreements
Commercial paper
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Three Months Ended
June 30, 2006

Three Months Ended

June 30, 2005

Average Amount of Average Average Amount of Average
balance interest (1) rate balance interest (1) rate
$ 475278  $ 5,910 4.99% $ 862,354 $ 6,041 2.81%
644,555 10,952 6.82% 641,161 11,076 6.93%
5,067,450 72,255 5.72% 3,941,109 50,385 5.13%
164,060 1,995 4.88% 509,282 5,044 3.97%
5,876,065 85,202 5.82% 5,091,552 66,505 5.24%
266,126 4,055 6.11% 198,547 2,618 5.29%
31,633,927 597,368 7.57% 23,132,123 385,732 6.69%
31,900,053 601,423 7.56% 23,330,670 388,350 6.68%
38,251,396 692,535 7.26% 29,284,576 460,896 6.31%
1,441,444 1,076,691
(345,408) (278,262)
1,884,192 638,932
185,281 53,011
2,365,717 1,735,744
$ 43,782,622 $ 32,510,692
$ 5,194,174 17,158 1.32% $ 4,325,868 8,453 0.78%
10,671,342 79,973 3.01% 8,755,133 40,783 1.87%
1,985,853 17,472 3.53% 1,452,392 9,420 2.60%
2,871,682 29,098 4.06% 1,539,694 11,528 3.00%
1,868,060 20,854 4.48% 554,042 3,609 2.61%
22,591,111 164,555 2.92% 16,627,129 73,793 1.78%
62,404 706 4.54% 509,818 4,733 3.72%
2,804,139 29,807 4.26% 2,347,220 15,263 2.61%
217,033 2,760 5.10% 160,609 1,246 3.11%
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FHLB advances and other borrowings:
One year or less

Over one year

Long-term debt

Total borrowed funds
Total interest-bearing liabilities

Noninterest-bearing deposits
Other liabilities

Total liabilities
Minority interest
Total shareholders equity

Total liabilities and shareholders equity

Spread on average interest-bearing funds
Taxable-equivalent net interest income and net yield on
interest-earning assets

(1) Taxable-equivalent rates used where applicable.

(2) Net of unearned income and fees, net of related costs. Loans include nonaccrual and restructured loans.
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800,800 10,202
133,885 2,059
2,476,188 40,185
6,494,449 85,719
29,085,560 250,274
9,584,091
669,710
39,339,361
28,486
4,414,775
$ 43,782,622
$ 442261

24

5.11% 378,659 2,910
6.17% 227,318 2,863
6.51% 1,691,507 24,000
5.29% 5,315,131 51,015
3.45% 21,942,260 124,808

7,160,856

505,476

29,608,592

24,726

2,877,374

$ 32,510,692

3.81%

4.64% $ 336,088

3.08%
5.05%
5.69%

3.85%

2.28%

4.03%

4.60%
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CONSOLIDATED AVERAGE BALANCE SHEETS, YIELDS AND RATES (Continued)

(Unaudited)

(In thousands)

ASSETS

Money market investments
Securities:

Held to maturity

Available for sale

Trading account

Total securities

Loans:
Loans held for sale
Net loans and leases (2)

Total loans and leases

Total interest-earning assets

Cash and due from banks
Allowance for loan losses
Goodwill

Core deposit and other intangibles
Other assets

Total assets

LIABILITIES
Interest-bearing deposits:
Savings and NOW
Money market

Time under $100,000
Time $100,000 and over
Foreign

Total interest-bearing deposits

Borrowed funds:
Securities sold, not yet purchased

Federal funds purchased and security repurchase

agreements
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Six Months Ended Six Months Ended
June 30, 2006 June 30, 2005
Average Average
Amount of  Average Amount of  Average
balance interest (1) rate balance interest (1) rate
$ 493,398 $ 11,757 481% $ 839,375 $ 10,679 2.57%
638,366 21,676 6.85% 639,249 22,086 6.97%
5,169,446 144,957 5.65% 3,945,609 98,622 5.04%
166,521 4,069 4.93% 556,638 11,079 4.01%
5,974,333 170,702 5.76% 5,141,496 131,787 5.17%
269,359 8,101 6.06% 192,084 4,221 4.43%
30,919,013 1,146,022 7.47% 22,812,861 742,219 6.56%
31,188,372 1,154,123 7.46% 23,004,945 746,440 6.54%
37,656,103 1,336,582 7.16% 28,985,816 888,906 6.18%
1,489,642 1,047,569
(343,094) (275,803)
1,885,862 640,758
190,885 54,822
2,338,173 1,729,496
$ 43,217,571 $ 32,182,658
$ 4,924,167 30,343 1.24% $ 4,312,341 16,000 0.75%
11,015,663 153,411 2.81% 8,832,113 73,972 1.69%
1,971,262 33,334 3.41% 1,434,241 17,457 2.45%
2,721,493 52,420 3.88% 1,462,923 20,826 2.87%
1,923,369 41,155 4.31% 501,812 6,161 2.48%
22,555,954 310,663 2.78% 16,543,430 134,416 1.64%
59,881 1,337 4.50% 508,873 9,243 3.66%
2,739,205 54,973 4.05% 2,379,959 28,415 2.41%
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Commercial paper

FHLB advances and other borrowings:
One year or less

Over one year

Long-term debt

Total borrowed funds
Total interest-bearing liabilities

Noninterest-bearing deposits
Other liabilities

Total liabilities
Minority interest
Total shareholders equity

Total liabilities and shareholders equity

Spread on average interest-bearing funds
Taxable-equivalent net interest income and net yield on
interest-earning assets

(1) Taxable-equivalent rates used where applicable.

199,282 4,842  4.90% 152,889 2,177
407,519 10,301  5.10% 352,330 4,946
163,893 4,584  5.64% 227,590 5,702
2,489,693 78,7197  6.38% 1,691,118 47,7199
6,059,473 154,834  5.15% 5,312,759 98,282
28,615,427 465,497  3.28% 21,856,189 232,698
9,543,713 6,963,878
661,775 486,535
38,820,915 29,306,602
28,355 24,787
4,368,301 2,851,269
$ 43,217,571 $ 32,182,658
3.88%
$ 871,085  4.66% $ 656,208

(2) Net of unearned income and fees, net of related costs. Loans include nonaccrual and restructured loans.
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2.87%

2.83%
5.05%
5.70%

3.73%

2.15%

4.03%

4.57%
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Provisions for Credit Losses

The provision for loan losses is the amount of expense that, based on our judgment, is required to maintain the allowance for loan losses at an
adequate level based upon the inherent risks in the portfolio. The provision for unfunded lending commitments is used to maintain the allowance
for unfunded lending commitments at an adequate level. See Credit Risk Management for more information on how we determine the
appropriate level for the allowances for loan and lease losses and unfunded lending commitments.

The provision for loan losses for the second quarter was $17.0 million compared to $11.4 million for the same period in 2005. On an annualized
basis, the provision was 0.21% and 0.20% of average loans for the second quarters of 2006 and 2005, respectively. The provision for unfunded
lending commitments was $(0.2) million for the second quarter of 2006 compared to $1.0 million for the second quarter of 2005. When
combined, the provisions for credit losses for the second quarter of 2006 were $16.8 million compared to $12.5 million for the second quarter of
2005.

The provision for loan losses for the first six months of 2006 was $31.5 million, 51.6% greater than the $20.8 million provision for the first six
months of 2005. The increased loan loss provision for the second quarter and the first six months is primarily impacted by strong net loan
growth of $2.6 billion during the first six months of 2006 as compared to $1.2 billion net loan growth during the first six months of 2005. The
provision for unfunded lending commitments was $(0.5) million for the first half of 2006 compared to $2.7 million for the same period in 2005.
From period to period, the amounts of unfunded lending commitments may be subject to sizeable fluctuation due to changes in the timing and
volume of loan originations and fundings. The related provision will generally reflect these fluctuations.

Noninterest Income

Compared with the second quarter of 2005, noninterest income for the second quarter of 2006 increased 30.0%, or $31.8 million. The increases
in total and individual categories of noninterest income for the second quarter of 2006 compared to the second quarter of 2005 were mainly due
to the Amegy acquisition. Significant changes and trends in noninterest income categories not resulting from the Amegy acquisition are
discussed as follows.

Excluding Amegy, loan sales and servicing income decreased $1.6 million for the second quarter of 2006 compared to the second quarter of
2005. The decrease includes a $1.1 million impairment loss recognized on capitalized residual cash flows for certain small business
securitizations.

Market making, trading and nonhedge derivative income for the second quarter of 2006, excluding Amegy, decreased $3.4 million or 52.0%
compared with the same period in 2005. Excluding Amegy, trading income declined $1.9 million compared to the second quarter of 2005. The
decrease mainly results from a decision made by the Company in the fourth quarter of 2005 to close the London trading office and reduce the
amount of trading assets in response to contracted margin pressures. Nonhedge derivative income was $0.3 million for the second quarter of
2006 compared to $1.8 million for the second quarter of 2005.
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Net equity securities losses were $1.8 million for the second quarter of 2006 compared with net losses of $2.8 million for the same period in
2005. Net losses for the second quarter of 2006 include a $3.4 million loss on the sale of a mortgage mutual fund investment, a $0.7 million gain
on venture capital equity investments, and a $0.9 million gain from the sale of other equity securities. The losses for the second quarter of 2005
were all from venture capital equity inv
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