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Table of Contents
PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.

DYCOM INDUSTRIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

ASSETS

CURRENT ASSETS:

Cash and equivalents

Accounts receivable, net

Costs and estimated earnings in excess of billings
Inventories

Deferred tax assets, net

Income taxes receivable

Other current assets

Total current assets

PROPERTY AND EQUIPMENT, NET
GOODWILL

INTANGIBLE ASSETS, NET

OTHER

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:

Accounts payable

Current portion of debt

Billings in excess of costs and estimated earnings
Accrued insurance claims

Other accrued liabilities

Total current liabilities

LONG-TERM DEBT (including debt premium of $3.3 million and $3.6
million, respectively)

ACCRUED INSURANCE CLAIMS

DEFERRED TAX LIABILITIES, NET NON-CURRENT

OTHER LIABILITIES

Total liabilities

COMMITMENTS AND CONTINGENCIES, Note 17
STOCKHOLDERS' EQUITY:

Preferred stock, par value $1.00 per share: 1,000,000 shares authorized: no
shares issued and outstanding

April 26, 2014

July 27,2013

(Dollars in thousands)

$18,722
233,276
198,581
42,512
17,156
12,287
18,656
541,190

205,703
267,810
111,819
16,254
601,586
$1,142,776

$62,985
10,156
13,401
32,567
69,758
188,867

403,082

32,027
47,915
5,960
677,851

11,314

$18,607
252,202
204,349
35,999
16,853
2,516
10,608
541,134

202,703
267,810
125,275
17,286
613,074
$1,154,208

$77,954
7,813
13,788
29,069
71,191
199,815

444,169

27,250
48,612
6,001
725,847

11,088
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Common stock, par value $0.33 1/3 per share: 150,000,000 shares authorized:
33,942,748 and 33,264,117 issued and outstanding, respectively

Additional paid-in capital 128,387
Accumulated other comprehensive (loss) income (229
Retained earnings 325,453
Total stockholders' equity 464,925
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $1,142,776

See notes to the condensed consolidated financial statements.

3

115,205

) 103
301,965
428,361
$1,154,208
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DYCOM INDUSTRIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

REVENUES:
Contract revenues

EXPENSES:

Costs of earned revenues, excluding
depreciation and amortization

General and administrative (including
stock-based compensation expense of $2.7
million and $2.5 million, respectively)
Depreciation and amortization

Total

Interest expense, net
Other income, net
INCOME BEFORE INCOME TAXES

PROVISION (BENEFIT) FOR INCOME
TAXES:

Current

Deferred

Total

NET INCOME

EARNINGS PER COMMON SHARE:
Basic earnings per common share

Diluted earnings per common share

SHARES USED IN COMPUTING EARNINGS PER COMMON SHARE:

Basic

For the Three Months Ended

April 26, 2014

April 27,2013

(Dollars in thousands, except per share amounts)

$ 426,284

350,352

39,162

22,726
412,240

(6,563

5,593
13,074

7,094
(1,915
5,179

$ 7,895

$ 0.23

$ 0.23

FIRST

$ 437,367

357,664

38,205

24,531
420,400

(6,637

1,477
11,807

7,246
(2,638
4,608

$ 7,199

$ 0.22

$ 0.21

COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of
Financial
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Condition and
Results

of Operations
(Continued)

Critical
Accounting
Policies and
Significant
Estimates
(Continued)

Portfolio risks
include unusual
changes or recent
trends in
specific
portfolios such
as unexpected
changes in the
trends or levels
of delinquency,
unusual
repossession
activities or
large levels of
unsecured loans
in a portfolio.

First
Commonwealth also
maintains an
unallocated
allowance.
Although the
unallocated
allowance was
significantly
reduced during
2004 as a result
of methodology
enhancements, the
unallocated
allowance is
still used to
cover any factors
or conditions
that may cause a
potential credit
loss but are not
specifically
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identifiable or
considered in the
methodology that
was defined
above. These
factors include,
but are not
limited to
potential
judgment or data
errors or factors
not yet
considered in
First
Commonwealth's
methodology.

Goodwill and

Other Intangible
Assets

Accounting
policies related
to goodwill and
other intangible
assets are also
considered to be
critical because
the assumptions
or Jjudgment that

was used in
determining the

fair value of
assets and
liabilities that
were acquired as
part of past
acquisitions were
subjective and
complex. As a
result, changes
in these
assumptions or
judgment could
have a
significant
impact on the
financial
condition or
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results of
operations of
First
Commonwealth.

First
Commonwealth
adopted FASB

Statement No. 142
("FAS No. 142"),
"Goodwill and
Other Intangible
Assets, "
effective January
1, 2001. FAS No.
142 requires that
goodwill and
other intangible
assets with
indefinite useful
lives, including
goodwill recorded
in past business
combinations, no
longer be
amortized, but
instead be tested
for impairment at
least annually
and written down
and charged to
results of
operations only
in periods in
which the
recorded value is
more than the
estimated fair
value.
Intangible assets
that have finite
useful lives will
continue to be
amortized over
their useful
lives.

The fair value of
acquired assets
and liabilities
that was used to
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record goodwill
was based either
on quoted market
prices or
provided by other
third-party
sources, when
available. When
third-party
information was
not available,
estimates were
made in good
faith by
management
primarily through
the use of
internal cash
flow modeling
techniques. The
assumptions that
were used in the
cash flow
modeling were
subjective and
are susceptible
to significant
changes.

Goodwill and
other intangible
assets with
indefinite useful
lives are tested
for impairment at
least annually
and would be
written down and
charged to
results of
operations in
periods in which
their recorded
value would be
more than their
estimated fair
value. Although
goodwill has not
been written down
since the
adoption of FAS

10
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No. 142, changes
in future
assumptions based
on changing
economic
conditions could
result in
impairment which
could adversely
affect earnings
or financial
position in

future periods.

18

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM
7. Man ment '
Di ion an
Analysis of
Financial
Condition and
Results
of Operations
(Continued)

Results of
Operations

Net income was
$57.8 million in
2005, an increase
of $19.1 million

from the 2004
results of $38.7
million. This
compared to net
income of $53.3

million in 2003.
The 2005 results
included net
securities losses

11
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of $7.7 million
($5.0 million
after tax)
compared to net
securities gains
of $4.1 million
($2.7 million
after tax) and
$5.9 million
($3.8 million
after tax) for
2004 and 2003,
respectively.
The 2005 period
also included
gains from the
sale of branch
offices of $11.8
million ($7.7
million after
tax), a gain from
the sale of the
company's
merchant services
business of $2.0
million ($1.3
million after
tax) and
restructuring
charges totaling
$5.4 million
($3.5 million
after tax). The
results for 2004
included a charge
of $29.5 million
($19.2 million
after tax)
representing a
penalty for the
prepayment of
Federal Home Loan
Bank ("FHLB")
long—-term
borrowings. Also
impacting the
decrease in 2004
was merger and
integration costs
of $2.1 million
($1.4 million

12
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after tax) that
were not present
in the 2003
period. A gain
on the sale of
two branches of
$3.0 million
($2.0 million
after tax) was
recorded in
2003.

Diluted earnings
per share was
$0.83 for 2005

compared to $0.58
and $0.90 for
2004 and 2003,
respectively.

Return on average

assets was 0.94%
and return on

equity was 10.89%

during 2005
compared to 0.66%
and 7.82%,
respectively for
2004 and 1.12%
and 12.95%,
respectively for
2003.

The following is
an analysis of
the impact of
changes in net

income on diluted
earnings per

share:

2005 wvs. 2004 wvs.

2004 2003
Net income per
share, prior
year $ 0.58 $ 0.90

Increase
(decrease) from
changes in:

13
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Net interest

income (0.03) 0.10
Provision for

credit losses 0.00 0.09
Security

transactions (0.17) (0.04)
Sale of

branches 0.17 (0.05)
Sale of

merchant

services

business 0.03 0.00
Merchant

discount income (0.04) (0.01)
Other income 0.01 0.00
Salaries and

employee

benefits (0.02) (0.01)
Occupancy and

equipment costs 0.00 (0.03)
Intangible

amortization (0.01) (0.02)
Restructuring

charges (0.08) 0.00
Merger and

integration

charges 0.03 (0.03)
Debt

prepayment fees 0.44 (0.44)
Other

operating

expenses 0.05 (0.05)
Applicable

income taxes (0.13) 0.17

Net income per
share S 0.83 $ 0.58

19

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
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SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of
Financial
Condition and
Results

of Operations
(Continued)

Results of
Operations
(Continued)

Net JInterest
lncome

Net interest
income, the
primary component
of revenue for
First
Commonwealth, is
defined as the
difference
between income on
earning assets
and the cost of
funds supporting
those assets.
Net interest
income increased
$6.1 million in
the 2005 period
compared to an
increase of $23.8
million in 2004.
Interest income
and interest
expense both
increased during
the 2005 and 2004
periods due to
increases in the
volumes of
interest-earning
assets and
interest-bearing
liabilities.

15
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Interest-earning
assets increased
$271.5 million or
5% in 2005
compared to
2004. This
compared to an
increase of
$966.3 million or
21.6% in 2004
compared to
2003.
Interest-bearing
liabilities
increased $277.0
million or 5.7%
in the 2005
period compared
to an increase of
$935.2 million or
23.8% for 2004.
The increases in
interest-earning
assets and
interest-bearing
liabilities in
2004 were due in
large part to the
acquisitions of
Pittsburgh
Financial
Corporation in
December 2003 and
GA Financial,
Inc. in May
2004.

Net interest
margin (net
interest income,
on a
tax—-equivalent
basis as a
percentage of
average earning
assets) declined
to 3.28% for
2005, a decrease
of 2 basis points
(0.02%) compared
to 3.30% in 2004,

16
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and a decrease
compared to 3.47%
in 2003.
Although rates
increased during
2005, the
year—to—-year
decrease in the
margin was due
primarily to
funding costs
increasing at a
faster rate than
yields on earning
assets. First
Commonwealth uses
computer
simulation to
help manage
interest rate
risk. First
Commonwealth's
use of computer
simulation is
described in the
"Interest
Sensitivity"
section of this
discussion.

20

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM
7.  Management's

Di i n
Analysis of

17
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Financial
Condition and
Results of

Operations

(Continued)

Results of
Operations
(Continued)

Net TInterest
Income
(Continued)

The following is
an analysis of
the average
balance sheets
and net interest
income for each
of the three
years in the
period ended
December 31,
2005:

Average Balance Sheets and Net Interest Analysis
(Dollar Amounts in Thousands)

2005 2004 2003
Yield Yield Yield
or or or
Average Income/ Rate Average Income/ Rate Average Income/ Rate
Balance Expense (a) Balance Expense (a) Balance Expense (a)
Assets
Interest-earning
assets:
Time deposits
with banks $ 807 $ 29 3.61% $ 4,964 $ 34 0.69% $ 1,289 $ 13 1.03%
Tax free
investment
securities 279,339 12,699 6.99 250,832 11,447 7.02 226,780 10,561 7.16
Taxable
investment
securities 1,829,449 77,089 4.21 1,932,896 76,909 3.98 1,605,191 68,754 4.28
Federal funds
sold 5,060 161 3.18 512 6 1.22 358 4 1.05
Loans, net of
unearned
income (b) (c) 3,597,705 222,090 6.36 3,251,645 189,629 6.02 2,640,935 164,441 6.46
Total
interest-earning
assets 5,712,360 312,068 5.70 5,440,849 278,025 5.34 4,474,553 243,773 5.71

18



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

Noninterest-earning

assets:
Cash 80,716 74,559 66,614
Allowance for
credit
losses (41,834) (41,199) (36,172)
Other assets 430,179 364,092 233,040
Total
noninterest-
earning
assets 469,061 397,452 263,482
Total
Assets $6,181,421 $5,838,301 $4,738,035

21

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM
7. Management's
Discussion and
Analysis of
Financial
Condition and
Results of

Operations

(Continued)

Results of
Operations
(Continued)

Net Interest
Income
(Continued)

Average Balance Sheets and Net Interest Analysis
(Dollar Amounts in Thousands)

2005 2004 2003



Liabilities and

Shareholders'
Equity
Interest-bearing
liabilities:

Interest-bearing
demand

deposits (d)

Savings deposits

(d)

Time deposits
Short-term
borrowings

Long—-term debt

Total
interest-bearing
liabilities

Noninterest-bearing
liabilities and
capital:
Noninterest-bearing
demand deposits
(d)

Other liabilities
Shareholders'
equity

Total
noninterest-
bearing funding
sources

Total
Liabilities
and
Shareholders'
Equity

Net Interest Income
and
Net Yield on
Interest-Earning
Assets

Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

Yield Yield Yield
or or or
Average Income/ Rate Average Income/ Rate Average Income/ Rate
Balance Expense (a) Balance Expense (a) Balance Expense (a)
$ 563,254 $ 5,262 0.93% $ 538,672 $ 2,229 0.41% $ 457,327 $ 1,699 0.37%
1,298,984 18,885 1.45 1,141,059 11,491 1.01 792,755 7,028 0.89
1,643,350 54,923 3.34 1,513,663 45,170 2.98 1,524,974 51,373 3.37
797,148 24,305 3.05 796,591 11,989 1.51 554,133 6,755 1.22
833,000 35,243  4.23 868,784 39,811 4.58 594,383 33,386 5.62
5,135,736 138,618 2.70 4,858,769 110,690 2.28 3,923,572 100,241 2.55
488,305 452,701 380,772
26,062 32,614 22,241
531,318 494,217 411,450
1,045,685 979,532 814,463
$6,181,421 $5,838,301 $4,738,035
$173,450 3.28% $167,335 3.30% $143,532 3.47%

(a) Yields on
interest-earning
assets have been
computed on a tax
equivalent basis
using the 35%
Federal income tax
statutory rate.

(b) Income on nonaccrual
loans 1is accounted

20
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for on the cash
basis, and the loan
balances are
included in
interest-earning
assets.

(c) Loan income includes
net loan fees of
$4,258 in 2005,
$3,470 in 2004 and
$2,196 in 2003.

(d) Average balances do
not include
reallocations from
noninterest-bearing
demand deposits and
interest-bearing
demand deposits into
savings deposits
which were made for
regulatory purposes.

22

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM
7. Man ment '
Di ion an
Analysis of
Financial
Condition and
Results
of Operations
(Continued)

Results of
Operations
(Continued)

N Inter

Income
(Continued)

Interest and fees
on loans
increased $32.5
million for 2005
compared to 2004
after increasing
$25.2 million for

21
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2004 compared to
2003. Interest
and fees on loans
during 2005 were
favorably
impacted by
increases in loan
volumes as well
as increases in
loan yields. The
average balance
of loans
increased $346.1
million or 10.6%
during 2005.
This increase is
due in large part
to the inclusion
of GA Financial,
Inc. assets for
the entire 2005
period as
compared to only
seven months in
2004. Increases
were recorded in
all loan
categories with
the exception of
leases, which is
a product that
First
Commonwealth no
longer offers.
Tax equivalent
loan yields
increased 34
basis points
(0.34%) during
2005 compared to
2004. The
increase in
interest and fees
on loans during
2004 was due to
an increase of
$610.7 million in
average loan
balances. The
volume increase
was due in large

22
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part to the loans
that were
acquired in the
acquisitions of
Pittsburgh
Financial
Corporation and
GA Financial,
Inc. Commercial
loan growth was
primarily due to
internal growth.
Volume increases
in 2004 were
noted in all loan
categories with
the exception of
leases.
Tax—-equivalent
loan yields fell
44 basis points
(0.44%) during
2004 compared to
2003.

First
Commonwealth has
continued to
capitalize on
lending
opportunities
with small to
mid-sized
commercial
borrowers,
including loans
generated through
its preferred
Small Business

Administration
("SBA") lender
status. First

Commonwealth has
consistently been
one of the top
small business
lenders in
Pennsylvania.

Interest income
on investments

23
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increased $1.4
million in 2005
compared to 2004
after an increase
of $9.0 million
in 2004 compared
to 2003. The
average balance
of investment
securities
decreased $74.9
million in 2005
compared to
2004. The
increase in
interest income
on investments in
2005 due to
rising investment
yields surpassed
the decrease due
to the declining
balances. The
decrease in
average
investment
balances during
2005 is due in
part to
securities sales
in the fourth
quarter of 2005.
First
Commonwealth sold
$100 million of
U.S. Agency
securities to
fund the deposits
associated with
the branch sale
in the fourth
quarter of 2005.
The decrease in
average balances
of investment
securities is
also largely due
to the decrease
in the market
value of
securities

24
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available for
sale.
Additionally, due
to the relatively
flat yield curve,
First
Commonwealth has
limited the
reinvestment of
investment
securities that
have matured or
have been paid
down. The tax
equivalent yield
on investment
securities for
the 2005 period
was 4.58%, an
increase of 25
basis points
(0.25%) over the
prior year yield
of 4.33%. The
2004 year
reported an
increase in
average
investment
balances with
decreases in
yields on
investment
securities. The
most significant
volume increases
during 2004 were
related to U.S.
government agency
securities.
Average
investment
securities
included
increases due to
Pittsburgh
Financial
Corporation
balances being
included for the
full year of 2004

25
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and GA Financial,
Inc. since May
24, 2004. Yields
on investments
for 2004
declined, falling
31 basis points
(0.31%) to
4.33%. As with
the loan category
in 2004, the
increase due to
average
investment
security wvolumes
surpassed the
loss due to the
declining
yields. Yields
in the 2004
period compared
to 2003 decreased
for all
investment
securities with
the exception of
asset backed
securities.

23

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM
7. Man ment'
Di ion an
Analysis of
Financial
Condition and
Results
of Operations
(Continued)

Results of
Operations
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(Continued)

Net TInterest
Income
(Continued)

Prepayment speeds
of mortgage
backed securities
("MBS") declined
in 2004 after
accelerating in
2003 when
interest rates
continued to
decline.
Interest rate
changes have a
direct impact on
prepayment
speeds. As
interest rates
increase,
prepayments tend
to decline and
average lives of

MBS increase. As
interest rates
decrease,

prepayment speeds
tend to increase
and average lives
of MBS decline,
which accelerates
the amount of
premium
amortization that
is realized,
further reducing
the yields in
current periods.
Using computer
simulation
modeling, First
Commonwealth
tests the average
life and yield
volatility of all
MBS under various
interest rate
scenarios on a

27
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continuing basis
to ensure that
volatility falls
within acceptable
limits. First
Commonwealth
holds no "high
risk" securities
nor does it own
any securities of
a single issuer
exceeding 10% of
shareholders'
equity other than
U.S. government
and agency
securities.

Interest on
deposits
increased $20.2
million in 2005
compared to 2004
after declining
$1.2 million in
2004 compared to
2003. The
increase in 2005
was due to
increases in
volumes and
rates. The
average balance
of
interest-bearing
deposits
increased $312.2
million or 9.8%
in 2005 compared
to 2004.
Increases were
recorded in each
of the deposit
types with the
most significant
increase being in
the savings
deposit
category. The
cost of deposits
increased 36

28
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basis points
(0.36%) in 2005
compared to
2004. The
decrease in 2004
was largely due
to the lower
interest rate
environment. The
cost of deposits
declined 28 basis
points (0.28%) in
2004 compared to
2003. Decreases
in time deposit
yields were
partially offset
by increases in
yields on more
non-maturity
deposits, such as
savings and
interest-bearing
demand deposits.
Average deposits
increased by $490
million in 2004
compared to 2003
and included
increases in all
categories due to
Pittsburgh
Financial
Corporation for
the full year of
2004 and GA
Financial, Inc.
since May 24,
2004. Towards
the end of 2005,
the deposit mix
had once again
started to shift
as clients began
to register a
preference for
time deposits
with the rising
rate
environment.
This is a drastic
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shift from 2004
when clients had
a preference for
savings
products. During
its management of
deposit levels
and mix, First
Commonwealth
continues to
evaluate the cost
of time deposits
compared to
alternative
funding sources
as it balances
its goals of
providing clients
with the
competitive rates
they are looking
for while also
minimizing First
Commonwealth's
cost of funds.

Interest expense
on short-term
borrowings
increased $12.3
million during
2005 after an
increase of $5.2
million during
2004. Both years
reflected
increases in
interest expense
due to increases
in the average
volumes of
short-term
borrowings and
increases in the
borrowing
yields. Average
short-term
borrowing
increases were
only $557
thousand during
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2005 compared to
$242.5 million in
2004. The 2004
period included
an increase due
to the inclusion
of short-term
borrowings that
were acquired
with the GA
Financial, Inc.
acquisition on
May 24, 2004.
The 2004 period
also included an
increase in
short-term
borrowings which
were used to
replace a portion
of the $440
million of
long-term FHLB
advances that
were paid before
their
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(Continued)

Net TInterest
Income
(Continued)

maturity. Refer
to NOTE 23 (Other
Long-term Debt)
to the
Consolidated
Financial
Statements for
additional
information on
the debt
prepayment. The
majority of the
increase in
interest expense
for the 2005
period was due to
the rising
interest rates on
short-term
borrowings. The
interest rate
rose 154 basis
points (1.54%) or
102.0% during
2005 compared to
an increase of 29
basis points
(0.29%) or 23.8%
during 2004.

Interest expense
on long-term debt
decreased by $4.6
million in 2005
compared to 2004
after an increase
of $6.4 million
in 2004 compared
to 2003. The
2005 period
recorded
decreases in
interest expense
due to declining
average balances
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of long-term debt
and declining
yields, while the
2004 period
included
decreases in
interest expense
due to declining
yields that were
offset by
increases in
interest expense
as a result of
increases in
average balances
of long—-term
debt. The
decrease in
volumes and rates
during 2005 was
due to the
prepayment of
$440 million in
FHLB long-term
advances during
the third quarter
of 2004. First
Commonwealth was
able to replace
these advances
with $230 million
in other lower
rate FHLB
advances with
maturities
ranging from two
to six years.
The remaining
$210 million was
replaced with
short-term
borrowings.
Refer to NOTE 23
(Other Long-term
Debt) to the
Consolidated
Financial
Statements for
additional
information on
the debt
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prepayment. The
increases in
volume during
2004 were due in
large part to the
acquisitions of
Pittsburgh
Financial
Corporation and
GA Financial,
Inc. In
addition,
subordinated
debentures in the
amount of $41.2
million were
issued during
March 2004.
These
subordinated
debentures along
with the
subordinated
debentures of
$30.9 million
that were issued
during December
2003 were used to
fund the
acquisition of GA
Financial, Inc.
in May 2004.
Refer to NOTE 22
(Subordinated
Debentures) to
the Consolidated
Financial
Statements for
further
discussion of
subordinated
debentures that
are included in
long-term debt.
The interest rate
on long-term debt
decreased 35
basis points
(0.35%) during
2005 compared to
2004 after a
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decrease of 104
basis points
(1.04%) during

2004 compared to

2003. The rate
reduction was

anticipated in

connection with

the prepayment of
the FHLB
advances.
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The following
table shows the
effect of changes
in volumes and
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rates on interest
income and
interest expense:

Analysis of Year-to-Year Changes
in Net Interest Income
(Dollar Amounts in Thousands)

2005 Change from 2004 2004 Change from 2003

Change Due

Total Change Due to Rate Total Change Due Change Due

Change to Volume (a) Change to Volume to Rate (a)
Interest-earning
assets:
Time deposits
with
banks $ (5) $ (29) $ 24 S 21 S 38 S (17)
Tax free
investment
securities 1,252 2,001 (749) 886 1,723 (837)
Taxable
investment
securities 180 (4,117) 4,297 8,155 14,036 (5,881)
Federal funds
sold 155 55 100 2 2 -0-
Loans 32,461 20,834 11,627 25,188 39,451 (14,263)
Total
interest
income 34,043 18,744 15,299 34,252 55,250 (20,998)
Interest-bearing
liabilities:
NOW & super
NOW
deposits 3,033 102 2,931 530 302 228
MMDA & savings
deposits 7,394 1,590 5,804 4,463 3,088 1,375
Time deposits 9,753 3,871 5,882 (6,203) (381) (5,822)
Short-term
borrowings 12,316 8 12,308 5,234 2,956 2,278
Long-term debt (4,568) (1,640) (2,928) 6,425 15,413 (8,988)
Total
interest
expense 27,928 3,931 23,997 10,449 21,378 (10, 929)
Net
interest

income $ 6,115 $14,813 $(8,698) $23,803 $33,872

$(10,069)

(a) Changes in
interest income or
expense not arising
solely as a result
of volume or rate

variances are
allocated to rate

variances due to
interest sensitivity
of consolidated

36



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

assets and

liabilities.

Provision for
Credit Losses

The provision for
credit losses is
an amount added
to the allowance
against which
credit losses are
charged. The
amount of the
provision is
determined by
management based
upon its
assessment of the
size and quality
of the loan
portfolio and the
adequacy of the
allowance in
relation to the
risks inherent
within the loan
portfolio. The
provision for
credit losses
increased $558
thousand in 2005
compared to 2004
after a decrease
of $4.7 million
for 2004 when
compared to
2003. The
decrease in the
provision during
2004 reflected
the trend in
improvement of
nonperforming
loans, net
charge-offs and
lower levels of
the allowance for
loan losses
allocated to
larger impaired
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credits.
Nonperforming
loans as a
percentage of
total loans
outstanding
continued to
improve to 0.70%
at December 31,
2005, compared to
0.73% and 0.82%
at December 31,
2004 and 2003,
respectively.
The allowance for
credit losses was
$39.5 million at
December 31,
2005,
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outstanding
compared to 1.26%
and 1.42%

reported at
December 31, 2004
and 2003,
respectively.

Net charge-offs
for 2005
increased $824
thousand compared
to 2004. This
follows a decline
of $3.6 million
in 2004 over 2003

levels. During
2005, net
charge-off

increases in
commercial loans
not secured by
real estate,
construction
loans, and
residential loans
secured by real
estate were
partially offset
by decreases in
loans to
individuals and
leases. The most
significant
components of the
year—to—-year
decrease in 2004
were decreases in
residential loans
secured by real
estate and
commercial loans
not secured by
real estate. Net
charge-offs as a
percentage of
average loans
outstanding
continued to
improve to 0.28%
at December 31,

39



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

2005, compared to
0.29% and 0.49%
at December 31,
2004 and 2003,
respectively.
For an analysis

of credit
quality, see the
"Credit Review"
section of this

discussion.

The following
table presents an
analysis of the
consolidated
allowance for
credit losses for
the five years
ended December
31, 2005 (Dollar
Amounts in
Thousands) :

Summary of Loan Loss Experience

Loans outstanding at

end of year

Average loans
outstanding

Allowance for credit

losses:
Balance,
of year

beginning

Addition as a result

of acquisition

Loans charged off:
Commercial,
financial and
agricultural
Loans to
individuals
Real
estate-construction
Real
estate-commercial
Real
estate-residential
Lease financing
receivables

Total loans
charged off

2005 2004 2003 2002 2001
$3,624,259 $3,514,833 $2,824,882 $2,608,634 $2,567,934
$3,597,705 $3,251,645 $2,640,935 $2,597,862 $2,548,596
$ 41,063 $ 37,385 $ 34,496 $ 34,157 $ 33,601
-0- 4,983 3,109 -0- -0-
4,920 4,434 6,424 6,085 3,297
2,801 3,414 3,288 4,040 4,199
598 1 384 3 -0-
965 1,060 1,111 1,315 2,300
2,103 1,456 3,172 2,065 1,818
59 247 316 424 606
11, 446 10, 612 14,695 13,932 12,220
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Recoveries of loans

previously
charged off:
Commercial,
financial and
agricultural 601 772 1,047 1,287 456
Loans to
individuals 550 351 641 710 757
Real
estate-construction -0- -0- -0- -0- -0-
Real
estate-commercial -0- -0- -0- -0- -0-
Real
estate-residential 93 114 17 46 49
Lease financing
receivables 3 -0- -0- 5 19
Total recoveries 1,247 1,237 1,705 2,048 1,281
Net loans
charged off 10,199 9,375 12,990 11,884 10,939
Provision charged to
expense 8,628 8,070 12,770 12,223 11,495
Balance, end of year $ 39,492 $ 41,063 $ 37,385 $ 34,496 $ 34,157
Ratios:
Net charge-offs as
a percentage
of average loans
outstanding 0.28% 0.29% 0.49% 0.46% 0.43%
Allowance for
credit losses as
a percentage of
average
loans outstanding 1.10% 1.26% 1.42% 1.33% 1.34%
27
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Results of
Operations
(Continued)

Noninterest
Income

Net securities
losses of $7.7
million were
recorded in 2005
compared to net
securities gains
of $4.1 million
and $5.9 million
in 2004 and 2003,
respectively.
First
Commonwealth
funded the
deposits
associated with
the branch sale
in the fourth
quarter of 2005
by selling $100
million of U.S.
Agency securities
with an average
yield of 2.53%
and an average
life of 1.4
years. The
Company incurred
a loss from the
securities sale
of $2.7 million
before taxes
($1.8 million
after taxes).
During 2005,
First
Commonwealth also
repositioned its
mortgage backed
securities
investment
portfolio which
is expected to
reduce the
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company's
interest rate
exposure and
improve net
interest income.
First
Commonwealth sold
approximately
$130.7 million of
mortgage backed
securities with
high premium
carrying values
during the fourth
quarter of 2005.
The average yield
of the securities
sold was 3.38%
with an average
life of
approximately 2.9
years. The
proceeds were
reinvested in
more current
coupon mortgage
backed securities
with an average
yield of 5.3% and
an average life
of 3.7 years.
The loss incurred
from this
securities sale
was $5.5 million
before taxes
($3.6 million
after taxes). It
is projected that
the loss will be
recovered through
increased
earnings in 2 to
3 years. 1In
addition to
management's
intent to reduce
the company's
interest rate
exposure and
improve net
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interest income,
the securities
sales were part
of a strategy to
manage income
taxes.
Securities gains
during the 2004
period resulted
primarily from
the sale of
Pennsylvania bank
stocks with book
values of $19.3
million. The
securities gains
during the 2003
period resulted
primarily from
the sales of
Pennsylvania bank
stocks with book
values of $7.6
million and fixed
rate corporate
bonds classified
as securities
"available for
sale”" with book
values of $35
million.

Trust income has
continued to
increase slightly
over each of the
past three
years. The
rebound in market
values over prior
year levels
should help trust
income to
continue to trend
in a positive
direction. The
referral programs
and integrated
growth plans for
financial
affiliates have
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continued to help
grow trust
revenues.
Through
coordinated
efforts of First
Commonwealth's
Wealth Management
Group, which
included trust,
insurance and
financial
advisory
services, First
Commonwealth
should continue
to build
successful
relationships
with clients.
These
relationships
should continue
to provide
additional sales
opportunities and
help trust income
to trend in a
positive
direction.

Service charges
on deposits are
the most
significant
component of
noninterest
income and have
continued to
increase over the
past three years
with an increase
of $735 thousand
for 2005 compared
to 2004 and an
increase of $2.0
million for 2004
compared to
2003.
Nonsufficient
funds (or "NSFE")
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fees continue to
be the driver of
the growth in
service charges
on deposits. NSF
fees increased
$1.1 million in
2005 compared to
2004 and $1.9
million in 2004
compared to
2003. The
increase in NSF
fees is due to
the continued
success of the
High Performance
Checking products
for consumer and
business clients
as well as the
inclusion of
Pittsburgh
Financial
Corporation since
December 2003 and
GA Financial,
Inc. since May

2004. 1In
addition, First
Commonwealth

increased the NSF
fee during the
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Noninterest
Income
(Continued)

fourth quarter of
2005 from $25 an
item to $29 per
item. The
increase in NSF
fees was
partially offset
by decreases in
account analysis
and account
maintenance
fees. Management
strives to
implement
reasonable fees
for services and
closely monitors
collection of
those fees.

The 2005 period
included an $11.8
million pre-tax
gain on the sale
of several branch
offices ($7.7
million after
tax). First
Commonwealth
Bank, a
wholly—-owned
subsidiary of
First
Commonwealth,
sold branches
located in State
College,
Huntingdon, Mount
Union, Saxton,
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Three Springs and
Williamsburg, PA
in two separate
branch sale
transactions.
The sales
included $126.0
million in
deposit
liabilities
associated with
the offices. The
branch sales were
part of First
Commonwealth's
continuing branch
optimization
initiative to
increase
penetration in
the higher growth
Pittsburgh
regional
markets. The
branch sales were
considered to be
related to
continuing
operations.
Management's
analysis
considered
factors that
included but were
not limited to
the fact that
very few loans
were sold as part
of the
transactions and
First
Commonwealth
continues to
operate within
these same
geographical
markets. First
Commonwealth
opened two de
novo branch
offices in
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Washington
County, one of
the Pittsburgh

region's fastest
growing counties,
late in the first
quarter of 2005.
First
Commonwealth also
opened a new
branch office in

July 2005 at

Pittsburgh Mills
in Tarentum,
western
Pennsylvania's
newest and
largest
commercial retail
real estate
development
project. 1In
addition, First

Commonwealth
opened a branch

in Adams
Township, Butler

County in

December 2005.
First
Commonwealth
constructed or
renovated a total
of eight new
branch offices in
2005, as compared
to four in 2004.
These new branch
offices include
three
relocations, one
renovation and
four de novo
offices. The

2003 period
included a $3.0

million gain
which occurred

when First

Commonwealth

Bank, a
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wholly—-owned
subsidiary of the
registrant, sold
two of its branch
offices. The
sale included
$29.2 million in
deposit
liabilities and
$4.4 million in
loans associated
with the two
offices.

The 2005 period
also included a
pre-tax gain of
$2.0 million
($1.3 million
after tax) on the
sale of First
Commonwealth's
merchant services
business to First
Data Corporation
("First Data").
During the second
quarter of 2005,
First
Commonwealth
entered into an
asset sale and
merchant
processing
alliance with
First Data.
Under the terms
of the agreement,
First Data
acquired certain
assets of First
Commonwealth's
merchant
processing
business and will
provide merchant
payment
processing
services on
behalf of First
Commonwealth
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Bank. First
Commonwealth Bank
will participate
in future revenue

related to both
the existing book
of merchant
business as well
as new business.
The decrease of
$2.3 million in
merchant discount
income during
2005 was due to
this sale of the
merchant services
business.

Insurance
commissions have
continued to
increase slightly
over each of the
past three
years. As part
of the previously
discussed
coordinated
efforts of First
Commonwealth's
Wealth Management
Group and
referral
programs, First
Commonwealth's
insurance
subsidiary will
continue to have
expanded
opportunities to
meet the
insurance needs
of clients.
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Income from bank
owned life
insurance

increased $234

thousand in 2005

after an increase

of $815 thousand
in 2004. The
2004 period
included an
addition of $16.7
million in bank
owned life
insurance related
to the GA
Financial, Inc.
acquisition in
May 2004.

Other changes in
noninterest
income over the
past three years
included
increases in card
related
interchange
income. This
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income increased
$1.3 million in
2005 compared to
2004 after an
increase of $1.0
million in 2004
from the same
period of 2003.
Card related
interchange
income includes
income on debit,
credit and ATM
cards that are
issued to
consumers and/or
businesses.
Increases over
the past three
years were due in
part to the
inclusion of
Pittsburgh
Financial
Corporation since
December 2003 and
GA Financial,
Inc. since May
2004. The card
related
interchange
income growth was
favorably
affected by
additional volume
related to card
usage and the
migration of
business accounts
from the consumer
debit card
product. The
business debit
card product pays
a higher rate
than the consumer
debit card.

Noninterest
Expense
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Total noninterest
expenses for 2005
decreased $20.6
million to $144.0
million from
$164.6 million
reported in
2004. The 2004
amount
represented an
increase of $51.9
million compared
to $112.7 million
reported in
2003. The 2005
period included
restructuring
charges in the
amount of $5.4
million related
to the
reorganization of
First
Commonwealth's
organizational
structure and
related personnel
changes. The
reorganization is
expected to
result in
prospective
annual pretax
cost savings of
approximately
$3.4 million.
Noninterest
expenses during
the 2004 period
included a
one-time penalty
of $29.5 million
for the
prepayment of
$440 million in
long-term FHLB
advances. The
FHLB advances
were replaced
with other
long—-term debt
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with lower
interest rates as
well as with
short-term
borrowings.
Noninterest
expenses during
the 2004 period
also included
merger and
integration
charges in the
amount of $2.1
million. The
merger and
integration
charges included
$485 thousand
related to the
write-off of the
unamortized
capitalized costs
for the
subordinated
debentures that
were previously
issued by
Pittsburgh
Financial
Corporation and
were called and
paid off in
January of 2004.
Merger and
integration
charges also
included $1.6
million of
severance related
salary and
benefit expenses
that were accrued
during 2004 and
were due to the
integration of
Pittsburgh
Financial
Corporation into
First
Commonwealth.
The inclusion of
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Pittsburgh
Financial
Corporation and
GA Financial,
Inc. results
since the
acquisition dates
was the primary
cause of the
remaining
increases in
noninterest
expenses during
the 2004 period.
The 2003 period
included the
benefit of a $610
thousand partial
recovery of the
litigation
settlement from
the 2002 period.
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Noninterest

Expense
(Continued)

Employee costs
were $73.5
million in 2005,
an increase of
6.7% compared to
costs of $68.9
million in 2004.
Employee costs
for 2003 were
$61.1 million.
Salary costs for
the 2005 period
increased $3.5
million compared
to 2004, while
salary costs for
the 2004 period
increased $5.1
million over the
2003 levels.
Employee benefit
costs rose $1.1
million for 2005
compared to 2004
and rose $2.7
million for 2004
compared to
2003. The 2005
period included
an increase of
$784 thousand
related to the
accrual of a
liability for the
net present value
of future
expected payments
for a portion of
the death benefit
on bank owned
life insurance
for which the
insured employee
was able to
designate a
beneficiary.
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During the 2004
period,
hospitalization
costs reflected
the largest
increase in
employee benefit
costs with
increases of $743
thousand or 12.7%
in 2004. The
increases in
employee costs
during 2004 were
due in large part
to an increase in
the number of
employees from
the addition of
Pittsburgh
Financial
Corporation and
GA Financial,
Inc. Full-time
equivalent
employees were
1,598 at the end
of 2005 compared
to 1,634 and
1,474 at the same
time in 2004 and
2003,
respectively.
First
Commonwealth
continues to
evaluate its
current menu of
employee benefits
to provide a
competitive
benefits package
while also
managing costs.
Beginning in
January 2006,
First
Commonwealth
self-insured its
hospitalization
coverage for
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employees. This
is anticipated to
stabilize
hospitalization
costs over the
next year.
Current benefit
options include
coverages fully
paid for by the
employer, as well
as voluntary
benefits whereby
employees have
the option of
purchasing
additional
benefits at
reduced group
rates.

Net occupancy
expense increased
$1.3 million
during 2005 to
$11.0 million
compared to
expenses of $9.7
million during
2004 and $7.5
million during
2003. The
increase in 2005
was due in part
to the inclusion
of GA Financial,
Inc. for the full
year of 2005.
The most
significant
increases in the
2005 period were
in depreciation
on leasehold
improvements and
building repairs
and maintenance.
The most
significant
increases during
the 2004 period
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were related to
building rental
expense and
building repairs
and maintenance,
largely due to
the branches that
were acquired
with the
Pittsburgh
Financial
Corporation and
GA Financial,
Inc. mergers.
First
Commonwealth
continues to
actively evaluate
its branch
delivery network
to optimize
client service in
existing branch
offices and to
continue
expansion into
growth markets.
As part of its
branch
optimization
plan, First
Commonwealth
expects to
construct or
renovate ten
branch offices
during 2006. The
execution of
these initiatives
may continue to
impact net
occupancy and
other expenses in
future periods.
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Furniture and
equipment
expenses

decreased $110

thousand in 2005
after an increase
of $1.6 million
in 2004. The
increase during
2004 was largely
due to an
increase in
depreciation
expense, some of
which was related
to the inclusion
of Pittsburgh
Financial
Corporation and
GA Financial,
Inc. since the
acquisition
dates.
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Outside data
processing
expense decreased
$273 thousand in
2005 after an
increase of $1.3
million for the
2004 period.
Data processing
expense increases
during 2004 were
due in part to
the acquisitions
of Pittsburgh
Financial
Corporation and
GA Financial,
Inc. Additional
expenses were
incurred until
the systems for
the acquired
companies, some
of which were
processed through
an outsourced
processing
vendor, were
converted to the
systems that are
used by First
Commonwealth. 1In
addition, the
data processing
expense in 2004
was unfavorably
impacted by a
rate increase
related to
clients using
debit and credit
cards over the
STAR network.
Outside data
processing costs
are managed by
First
Commonwealth's
data processing
department.
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First
Commonwealth's
needs are
evaluated based
on technology,
efficiency and
cost
considerations.

Intangible
amortization
expense increased
by $819 thousand
in 2005 after an
increase of $1.4
million during
2004. The
increase in both
periods was due
to the
amortization of
the core deposit
intangibles that
were recorded for
the recent
acquisitions.

Other operating
expenses
decreased $1.1
million to $31.8
million in 2005
after an increase
of $5.2 million
in 2004. The
2005 period
included a
decrease in
charge card
interchange
expense in the
amount of $1.9
million. The
decrease in
charge card
interchange
expense was due
to the sale of
First
Commonwealth's
merchant services
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business.
Increases in
noninterest
expense during
the 2004 period
included
increases in
telephone and
data line
expenses, other
professional fees
and advertising
costs 1in the
amounts of $897
thousand, $801
thousand and $599
thousand,
respectively.
Telephone and
data line expense
increases were
due in large part
to the recent
acquisitions.
The increase in
other
professional
services is due
in part to the
use of a
consultant in
2004 to provide
targeted
marketing
services.
Advertising
expense increases
are due in large
part to grand
re-opening events
that have taken
place in branches
that have been
newly relocated,
remodeled or
acquired.

Income tax
expense was $13.3
million during
2005,
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representing an
increase of $9.6
million from the
2004 amount of
$3.7 million and
compared to $13.3
million in 2003.
Pretax income in
the 2004 period
was reduced by
the $29.5 million
in debt
prepayment fees
related to the
previously
mentioned
prepayment of
FHLB advances,
which allowed the
effect of
nontaxable income
and tax credits
to have a greater
impact on the
effective tax
rate in 2004.
First
Commonwealth's
effective tax
rate was 18.6%
for 2005 compared
to 8.8% for 2004
and 19.9% for
2003. First
Commonwealth's
2005 effective
tax rate was
favorably
impacted by
tax—-free interest
income.
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CORPORATION AND
SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of
Financial
Condition and

Results

of Operations
(Continued)

Aggregate
Contractual
Obligations and
Off-Balance Sheet
Arrangements

The following
table summarizes
First
Commonwealth's
contractual
obligations to
make future
payments as of
December 31,
2005. Payments
for borrowings do
not include
interest.
Payments related
to operating
leases are based
on actual
payments
specified in the
underlying
contracts.

(Dollar Amounts
in Thousands)

After 1 After 3 But

Footnote 1 Year But Within Within 5 After 5
Reference or Less 3 Years Years Years Total
Federal Home Loan
Bank
advances 23 $ 57,912 $156,606 $345,891 $ 79,068 $639,477
Repurchase
agreements 23 -0- 20,000 -0- -0- 20,000
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Subordinated
debentures

ESOP loan

Operating leases

Total
contractual
obligations

22 -0- -0- -0- 108,250 108,250
23 2,000 4,000 4,000 3,600 13,600
18 2,975 4,573 3,221 9,295 20,064

S 62,887 $185,179 $353,112 $200,213 $801,391

The preceding
table excludes
unamortized
premiums and
discounts on
Federal Home Loan
Bank advances
because these
premiums and
discounts do not
represent future
cash
obligations. The
preceding table
also excludes
First
Commonwealth's
cash obligations
upon maturity of
certificates of
deposit whose
maturities are
described in NOTE
20
(Interest-Bearing
Deposits) to the
Consolidated
Financial

Statements.

The following
table summarizes
First
Commonwealth's
off-balance sheet
commitments as of
December 31,
2005.
Commitments to
extend credit and
standby letters
of credit are
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presented at
contractual
amounts; however,
since many of
these commitments
are expected to
expire unused or
only partially
used, the total
amounts of these
commitments do
not necessarily
reflect future

cash
requirements.
Footnote
(Dollar Amounts in Thousands) Reference Amount
Commitments to extend credit 17 889,489
Standby letters of credit 17 21,127
Total lending-related commitments 910,616

Commitments to
extend credit
include unfunded
loan commitments
as well as the
undrawn portions
of revolving and
closed-end lines
of credit as of
December 31,
2005. The
contractual
provisions of
these commitments
normally include
fixed expiration
dates or
termination
clauses, specific
interest rates
and clauses
indicating that
funding is
contingent upon
borrowers
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maintaining
stated credit
standards at the
time of loan
funding.

Standby letters
of credit are
written
conditional
commitments
issued by First
Commonwealth to
guarantee the
performance of a
client to a third
party. In the
event that the
client does not
perform in
accordance with
the terms of the
agreement with
the third party,
First
Commonwealth
would be required
to fund the
commitment. The
maximum potential
amount of future
payments First
Commonwealth
could be required
to make is
represented by
the
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Discussion and
Analysis of
Financial
Condition and

Results

of Operations
(Continued)

Aggregate
Contractual
Obligations and
Off-Balance Sheet
Arrangements
(Continued)

contractual
amount of the
commitment. If
the commitment is
funded, First
Commonwealth
would be entitled
to seek repayment
from the client.
First
Commonwealth's
policies
generally require
that standby
letter of credit
arrangements
contain security
and debt
covenants similar
to those
contained in loan
agreements.

Liquidity

Liquidity is a
measure of First
Commonwealth's
ability to
efficiently meet
normal cash flow
requirements of
both borrowers
and depositors.
In the ordinary
course of
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business, funds
are generated
from the banking
subsidiary's core
deposit base
(primary source)
and the maturity
or repayment of
earning assets,
such as
securities and
loans. As an
additional
secondary source,
short-term
liquidity needs
may be provided
through the use
of overnight
Federal funds
purchased,
borrowings
through the use
of lines
available for
repurchase
agreements and
borrowings from
the Federal
Reserve Bank.
Additionally,
First
Commonwealth's
banking
subsidiary is a
member of the
Federal Home Loan
Bank and may
borrow under
overnight and
term borrowing
arrangements.
The sale of
earning assets
may also provide
a source of
liquidity, and
First
Commonwealth has
the ability to
access the
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capital markets.

Liquidity risk
stems from the
possibility that
First
Commonwealth may
not be able to
meet current or
future financial
obligations or
may become overly
reliant on
alternative
funding sources.
First
Commonwealth
maintains a
liquidity risk
management policy
to manage this
risk. This
policy identifies
the primary
sources of
liquidity,
establishes
procedures for
monitoring and
measuring
liquidity and
quantifies
minimum liquidity
requirements
based on board
approved limits.
The policy also
includes a
liquidity
contingency plan
to address
funding needs to
maintain
liquidity under a
variety of
business
conditions.
First
Commonwealth's
liquidity
position is
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monitored by the

Asset/Liability
Management
Committee.

First
Commonwealth's
long-term
liquidity source
is a large core
deposit base and
a strong capital
position. Core
deposits are the
most stable
source of
liquidity a bank
can have due to
the long-term
relationship with
a deposit
customer.
Although $126.0
million in
deposits were
sold during 2005,
deposits still
increased $152.1
million or 4.0%
for the year.
Noninterest-bearing
deposits
increased $10.8
million, while
interest-bearing
deposits
increased $141.3
million with the
largest increases
being recorded in
the time deposit
category.
Although the most
significant
increase was
recorded in time
deposits, $25
million in
Brokered CD's
matured during
March 2005 and an
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additional $25
million matured
in September
2005, none of
which were
renewed. First
Commonwealth's
deposit mix has
started to shift
as clients are
registering a
preference for
time deposits
rather than
savings deposits
with the rising
rate
environment.
Time deposit
increases were
due in large part
to the
continuation of
higher rate
products that
were advertised
during 2005.
Noncore deposits,
which are time
deposits in
denominations of
$100 thousand or
more, represented
15.2% of total
deposits at
December 31,
2005. Noncore
deposits
increased by
$189.9 million in
2005.
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SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of
Financial
Condition and

Results

of Operations
(Continued)

Liquidity
(Continued)

Although First
Commonwealth's
primary source of
funds remains
traditional
deposits from
within the
communities
served by its
banking
subsidiary,
future sources of
deposits utilized
could include the
use of brokered
time deposits
offered outside
of First
Commonwealth's
traditional
market area.
Time deposits of
$100 thousand or
more at December
31, 2005, 2004
and 2003 had
remaining
maturities as
follows:

Maturity Distribution of Large Certificates of
Deposit
(Dollar Amounts in Thousands)

2005 2004 2003
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Remaining
Maturity:
3 months or less
Over 3 months
through
6 months
Over 6 months
through
12 months

Over 12 months

Total

Amount Percent Amount Percent Amount Percent
$210,442 34% S 74,463 18% S 77,603 19%
70,923 12 49,691 12 50,132 13
120,001 20 51,485 12 69,239 17
206,502 34 242,349 58 201,742 51

$607,868 100% $417,988 100% $398,716 100%

Total loans
increased $109.4
million or 3.1%
during 2005 as
increases were

noted in all
categories with
the exception of
commercial real
estate loans and

leases. Most
notable were
increases in
residential loans
secured by real
estate of $48.5
million and
increases in
loans to
individuals of
$48.3 million
compared to
year—-end 2004.
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FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of
Financial
Condition and
Results

of Operations
(Continued)

Liquidity
(Continued)

The following is
a schedule of
loans by
classification
for the five
years ended
December 31,
2005:

Loans by Classification
(Dollar Amounts in Thousands)

2005 2004 2003 2002 2001
Amount % Amount % Amount % Amount % Amount 2

Commercial,
financial,

agricultural and
other $ 729,962 20% $ 715,280 20% $ 655,740 23% $ 633,955 24% $ 529,300 21%
Real
estate-construction 78,279 2 71,351 2 27,063 1 20,998 1 14,727 1
Real
estate-commercial 987,798 27 988,611 28 771,861 27 663,220 26 638,576 25
Real
estate-residential 1,213,223 33 1,164,707 33 821,159 29 739,018 28 849,787 33
Loans to individuals 610,648 17 562,321 16 521,481 19 505,139 19 473,515 18
Net leases 4,468 1 12,815 1 28,033 1 47,110 2 63,326 _2_

Gross loans and
leases 3,624,378 100% 3,515,085 100% 2,825,337 100% 2,609,440 100% 2,569,231 100%
Unearned income (119) (252) (455) (806) (1,297)
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$3,624,259 $3,514,833 $2,824,882 $2,608,634 $2,567,934

An additional
source of
liquidity is
marketable
securities that
First
Commonwealth
holds in its
investment
portfolio. These
securities are
classified as
"securities
available for
sale." While
First
Commonwealth does
not have specific
intentions to
sell these
securities, they
have been
designated as
"available for
sale" because
they may be sold
for the purpose
of obtaining
future liquidity,
for management of
interest rate
risk or as part
of the
implementation of
tax management
strategies. As
of December 31,
2005, securities
available for
sale had an
amortized cost of
$1,866 million
and an
approximate fair
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value of $1,852
million. Gross
unrealized gains
were $15,407
thousand and
gross unrealized
losses were
$29,146 thousand.
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Liquidity
(Continued)

Based upon First
Commonwealth's
historical
ability to fund
liguidity needs
from other
sources, the
current available
for sale
portfolio is
deemed more than
adequate, as the
company does not
anticipate a need
to ligquidate the
investments until
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maturity. The
following is a
schedule of the
contractual
maturity
distribution of
securities held
to maturity and
securities
available for
sale at December
31, 2005:

Maturity Distribution of Securities Held to
Maturity
At Amortized Cost
(Dollar Amounts in Thousands)

U.S.

Government

Agencies States and Total Weighted
and Political OtherAmortizedAverage

CorporationsSubdivisiofBscuritiesCost Yield*

Within

1 year $ 2 $ 849 $ 30 s 881 7.07%
After 1

but

within

5 years 1,872 11,572 275 13,719 7.81%
After 5

but

within

10

years 485 31,745 -0- 32,230 7.54%
After

10

years 119 40,808 -0- 40,927 6.65%

Total $ 2,478 $84,974 $ 305 $87,757 7.16%

Maturity Distribution of Securities Available for Sale
At Amortized Cost
(Dollar Amounts in Thousands)

U.S.
Treasury,
and other
U.sS.
Government
Agencies States and Total Weighted
and Political Other Amortized Average
Corporations SubdivisionsSecurities Cost Yield*

$ 69,248 $ 356  $ 29,894 s 99,498 2.45%
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Within

1 year

After 1

but

within

5 years 245,111
After 5

but

within

10

years 260,175
After

10

years 832,171

3,061 -0-

40,044 -0-

150,844 234,821

Total $1,406,705

$194,305 $264,715 $1,865,725

* Yields are
calculated on a
tax—equivalent

basis.

Interest
Sensitivity

Market risk is
the risk of loss
arising from
adverse changes
in the fair wvalue
of financial
instruments due
to changes in
interest rates,
currency exchange
rates or equity
prices. First
Commonwealth's
market risk is
composed
primarily of
interest rate
risk. Interest
rate risk results
principally from
timing
differences in
the repricing of
assets and
liabilities,
changes in the
relationship of
rate indices and
the potential
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exercise of
freestanding or
embedded options.

The objective of
interest rate
sensitivity
management is to
maintain an
appropriate
balance between
the stable growth
of income and the
risks associated
with maximizing
income through
interest
sensitivity
imbalances.
While no single
number can
accurately
describe the
impact of changes
in interest rates
on net interest
income, interest
rate sensitivity
positions, or
"gaps," when
measured over a
variety of time
periods, can be
informative.
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Results

of Operations
(Continued)

Interest
Sensitivity
(Continued)

An asset or
liability is
considered to be
interest-sensitive
if the rate it
yields or bears
is subject to
change within a
predetermined
time period. If
interest-sensitive
assets ("ISA")
exceed
interest-sensitive
liabilities
("ISL") during a
prescribed time
period, a
positive gap
results.
Conversely, when
ISL exceeds ISA
during a time
period, a
negative gap
results.

The cumulative
gap at the
365-day repricing
period was
negative in the
amount of $1,220
million or 20.25%
of total assets
at December 31,
2005. A positive
gap tends to
indicate that
earnings will be
impacted
favorably if
interest rates
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rise during the
period and
negatively when
interest rates
fall during the
time period. A
negative gap
tends to indicate
that earnings
will be affected
inversely to
interest rate
changes. 1In
other words, as
interest rates
fall, a negative
gap should tend
to produce a
positive effect
on earnings and
when interest
rates rise, a
negative gap
should tend to
affect earnings
negatively.

The primary
components of ISA
include
adjustable rate
loans and
investments, loan
repayments,
investment
maturities and
money market
investments. The
primary
components of ISL
include maturing
certificates of
deposit, money
market deposits,
savings deposits,
NOW accounts and
short-term
borrowings.

The following
table lists the
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Investments............. ... ...

Other interest-earning assets...

Total interest-sensitive
assets

Certificates of deposit.......
Other deposits.....ovvievno..

BOXrrOWIingS . oo et eeeneeeennnnns

Total interest-sensitive
liabilities

ISA/ISL e ittt ittt eeeeeaennn
Gap/Total assetS.....eeeeeenn.

amounts and
ratios of assets
and liabilities
with rates or
yields subject to
change within the
periods indicated
as of December
31, 2005 and 2004
(Dollar Amounts
in Thousands) :

CORPORATION AND

2005
0-90 91-180 181-365 Cumulative
Days Days Days 0-365 Days
.. $ 1,223,588 $204,682 $359,406 $ 1,787,676
.. 179,227 115,495 159,963 454,685
2,048 -0- -0- 2,048
1,404,863 320,177 519,369 2,244,409
.. 465,223 189,534 288,933 943,690
.. 1,755,808 -0- -0- 1,755,808
.. 711,185 4,657 49,338 765,180
2,932,216 194,191 338,271 3,464,678
.. $(1,527,353) $125,986 $181,0098 $(1,220,269
.. 0.48 1.65 1.54 0.65
.. 25.34% 2.09% 3.01% 20.25%
38
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SUBSIDIARIES

ITEM

7. Management's
Discussion and

Analysis of

Total interest-sensitive

assets

Certificates of deposit.........
Other deposits

Borrowings...

Total interest-sensitive

liabilities

ISA/ISL......
Gap/Total assetsS.....oveeeeeennnn

analysis provides
management with a
method of
measuring current
interest rate
risk, it only
measures rate
sensitivity at a
specific point in

Financial
Condition and
Results
of Operations
(Continued)
Interest
Sensitivity
(Continued)
2004
0-90 91-180 181-365 Cumulative
Days Days Days 0-365 Days
................... $ 1,300,777 $185,633 $333,978 $ 1,820,388
................... 190,336 133,127 185,979 509,442
2,403 -0- -0- 2,403
1,493,516 318,760 519,957 2,332,233
346,191 205,507 237,318 789,016
.................. 1,795,426 -0- -0- 1,795,426
................... 985,049 5,497 15,513 1,006,059
3,126,666 211,004 252,831 3,590,501
................... $(1,633,150) $107,756 $267,126 $(1,258,268)
................... 0.48 1.51 2.06 0.65
26.35% 1.74% 4.31% 20.30%
Although the
periodic gap
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time, and as a
result may not
accurately
predict the
impact of changes
in general levels
of interest rates
or net interest
income.
Therefore, to
more precisely
measure the
impact of
interest rate
changes on First
Commonwealth's
net interest
income,
management
simulates the
potential effects
of changing
interest rates
through computer
modeling. The
income simulation
model used by
First
Commonwealth
captures all
assets,
liabilities, and
off-balance sheet
financial
instruments,
accounting for
significant
variables that
are believed to
be affected by
interest rates.
These variables
include
prepayment speeds
on mortgage loans
and mortgage
backed
securities, cash
flows from loans,
deposits and
investments and
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balance sheet
growth
assumptions. The
model also
captures embedded
options, such as
interest rate
caps/floors or
call options, and
accounts for
changes in rate
relationships as
various rate
indices lead or
lag changes in
market rates.
First
Commonwealth is
then better able
to implement
strategies which
would include an
acceleration of a
deposit rate
reduction or lag
in a deposit rate
increase. The
repricing
strategies for
loans would be
inversely
related.

First
Commonwealth's
asset/liability
management policy
guidelines limit
interest rate
risk exposure for
the succeeding
twelve-month

period.
Simulations are
prepared under
the base case
where interest
rates remain
flat, and most
likely case where
interest rates
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are defined using
projections of
economic
factors.
Additional
simulations are
produced
estimating the
impact on net
interest income
of a 200 basis
point (2.00%)
movement upward
or downward which
cannot result in
more than a 5.0%
decline in net
interest income
when compared to
the base case.
The analysis at
December 31,
2005, indicated
that a 200 basis
point (2.00%)
increase in
interest rates
would decrease
net interest
income by 138
basis points
(1.38%) below the
base case
scenario and a
200 basis point
(2.00%) decrease
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Discussion and
Analysis of
Financial
Condition and
Results

of Operations
(Continued)

Interest
Sensitivity
(Continued)

in interest rates
would increase
net interest
income by 7 basis
points (0.07%)
above the base
case scenario
over the next
twelve months,
both within
policy limits.

First
Commonwealth's
"Asset/Liability
Management
Committee"
("ALCO") 1is
responsible for
the
identification,
assessment and
management of
interest rate
risk exposure,
liquidity,
capital adequacy
and investment
portfolio
position. The
primary objective
of the ALCO
process is to
ensure that First
Commonwealth's
balance sheet
structure
maintains prudent
levels of risk
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within the
context of
currently known
and forecasted
economic
conditions and to
establish
strategies which
provide the
company with
appropriate
compensation for
the assumption of
those risks. The
ALCO attempts to
mitigate interest
rate risk through
the use of
strategies such
as asset sales,
asset and
liability pricing
and matched
maturity
funding. First
Commonwealth's
senior management
establishes the
ALCO strategies.

First
Commonwealth
terminated its
interest rate
swaps during the
fourth quarter of
2005; however,
the ALCO
continues to
evaluate the use
of future
derivative
instruments to
protect against
the risk of
adverse price or
interest rate
movements on the
value of certain
assets and
liabilities.
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Commercial and
industrial

Financial

institutions

Real

estate-construction

Real

estate-commercial

Other

Totals

Loans at
interest
Loans at
interest

Totals

fixed
rates
variable
rates

Final loan
maturities and
rate
sensitivities of
the loan
portfolio
excluding
consumer
installment and
mortgage loans
and before
unearned income
at December 31,
2005 were as
follows (Dollar
Amounts in
Thousands) :

Within
One One to After
Year 5 Years 5 Years Total
$ 278,013 $ 145,589 $ 110,241 $ 533,843
340 280 -0- 620
22,714 20,022 35,543 78,279
102,266 207,788 677,744 987,798
20,894 25,712 148,893 195,499
S 424,227 $ 399,391 $ 972,421 $1,796,039

149,762 258,469

249,629 713,952

$ 399,391 $ 972,421

Credit Review

Maintaining a
high quality loan
portfolio is of
great importance
to First
Commonwealth.
First
Commonwealth
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manages the risk
characteristics
of the loan
portfolio through
the use of
prudent lending
policies and
procedures and
monitors risk
through a
periodic review
process provided
by internal
auditors,
regulatory
authorities and
our loan review
staff. These
reviews include
the analysis of
credit quality,
diversification
of industry,
compliance to
policies and
procedures and an
analysis of
current economic
conditions.
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Credit Review
(Continued)

In the management
of its credit
portfolio, First
Commonwealth
emphasizes the
importance of the
collectibility of
loans and leases
as well as asset
and earnings
diversification.
First
Commonwealth
immediately
recognizes as a
loss all credits
judged to be
uncollectible and
has established
an allowance for
credit losses
that may exist in
the portfolio at
a point in time,
but have not been
specifically
identified.

First
Commonwealth's
written lending
policy requires

certain
underwriting
standards to be
met prior to
funding any loan,
including
requirements for
credit analysis,
collateral value
coverage and
documentation.
The principal
factor used to
determine
potential
borrowers' credit
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worthiness is
business cash
flows or consumer
income available
to service debt
payments.
Secondary sources
of repayment,
including
collateral and
guarantees, are
frequently
obtained.

The lending
policy provides
limits for
individual and
bank committee
lending
authorities. 1In
addition to the
bank loan
approval process,
requests for
borrowing
relationships
that will exceed
five million
dollars must also
be approved by
First
Commonwealth's
Credit
Committee. This
Committee
consists of a
minimum of three
members of First
Commonwealth's
Board of
Directors. First
Commonwealth has
an additional
level of approval
for credit
relationships
between $1.0
million and $5.0
million. This
procedure
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requires approval
of those credits
by a committee
consisting of
senior lenders of
First
Commonwealth as
well as the
Credit Analysis
Manager, a member
of First
Commonwealth's
Board of
Directors and
First
Commonwealth
Bank's Asset
Quality Manager.

Commercial and
industrial loans
are generally
granted to small
and middle market
customers for
working capital,
operations,
expansion or
asset acquisition
purposes.
Operating cash
flows of the
business
enterprise are
identified as the
principal source
of repayment,
with business
assets held as
collateral.
Collateral
margins and loan
terms are based
upon the purpose
and structure of
the transaction
as set forth in
loan policy.

Commercial real
estate loans are
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granted for the
acquisition or
improvement of
real property.
Generally,
commercial real
estate loans do
not exceed 75% of
the appraised
value of property
pledged to secure
the transaction.
Repayment of such
loans 1is expected
from the
operations of the
subject real
estate and 1is
carefully
analyzed prior to
approval.

Real estate
construction
loans are granted
for the purposes
of constructing
improvements to
real property,
both commercial
and residential.
On-site
inspections are
conducted by
qualified
individuals prior
to periodic
permanent project
financing, which
is generally
committed prior
to the
commencement of
construction
financing.
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Credit Review
(Continued)

Real estate loans
secured by 1-4
family
residential
housing
properties are
granted subject
to statutory
limits in effect
for the bank
regarding the
maximum
percentage of
appraised value
of the mortgaged
property.
Residential loan
terms are
normally
established in
compliance with
secondary market
requirements.
Residential
mortgage
portfolio
interest rate
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risk is
controlled by
secondary market
sales, variable
interest rate
loans and balloon
maturities.

Loans to
individuals
represent
financing
extended to
consumers for
personal or
household
purposes,
including
automobile
financing,
education, home
improvement and
personal
expenditures.
These loans are
granted in the
form of
installment,
credit card or
revolving credit
transactions.
Consumer credit
worthiness is
evaluated on the
basis of ability
to repay,
stability of
income sources
and past credit
history.

First
Commonwealth
maintains an
allowance for

credit losses at
a level deemed
sufficient to
absorb losses
which are
inherent in the
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loan and lease
portfolios at
each balance
sheet date.
Management
reviews the
adequacy of the
allowance on a
quarterly basis
to ensure that
the provision for
credit losses has
been charged
against earnings
in an amount
necessary to
maintain the
allowance at a
level that is
appropriate based
on management's
assessment of
probable
estimated
losses. First
Commonwealth's
methodology for
assessing the
appropriateness
of the allowance
for credit losses
consists of
several key
elements. These
elements include
an assessment of
individual
problem loans,
delinquency, loss
experience,
trends and other
relevant factors,
all of which may
be susceptible to
significant
changes.

Enhancements to
First
Commonwealth's
methodology
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during 2004
resulted in
reallocation of
the allowance for
credit losses
from unallocated
to specific loan
categories.
While First
Commonwealth
consistently
applies a
comprehensive
methodology and
procedure, which
is described in
NOTE 1 (Statement
of Accounting
Policies) to the
Consolidated
Financial
Statements, the
allowance for
credit loss
methodologies
incorporate
management's
current judgments
about the credit
quality of the
loan portfolio as
well as
collection
probabilities for
problem credits.
Although
management
considers the
allowance for
credit losses to
be adequate based
on information
currently
available,
additional
allowance for
credit loss
provisions may be
necessary due to
changes in
management
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estimates and
assumptions about
asset impairment,
information about
borrowers that
indicate changes
in the expected
future cash flows
or changes in
economic
conditions. The
allowance for
credit losses and
the provision for
credit losses are
significant
elements of First
Commonwealth's
financial
statements,
therefore
management
periodically
reviews the
processes and
procedures
utilized in
determining the
allowance for
credit losses to
identify
potential
enhancements to
these processes
including
development of
additional
management
information
systems to ensure
that all relevant
factors are
appropriately
considered in the
allowance
analysis. In
addition, First
Commonwealth
maintains a
system of
internal controls
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which are
independently
monitored and
tested by
internal audit
and loan review
staff to ensure
that the loss
estimation model
is maintained in
accordance with
internal policies
and procedures as
well as generally
accepted
accounting
principles.
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Credit Review
(Continued)

Since all
identified losses
are immediately
charged off, no
portion of the
allowance for
credit losses is
restricted to any
individual credit
or groups of
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credits, and the
entire allowance
is available to
absorb any and
all credit
losses. For
analytical
purposes, the
following table
sets forth an
allocation of the
allowance for
credit losses at
December 31
according to the
categories
indicated.
Management feels
the unallocated
portion of the
reserve is
necessary due to
the uncertain
economic and
geo-political
environment and
its impact on a
variety of
sectors such as
health care and
lodging. The
unallocated
allowance was
reduced during
2004 as a result
of methodology
changes.

Allocation of the Allowance for Credit Losses
(Dollar Amounts in Thousands)

2005 2004 2003 2002 2001

Commercial,

industrial,

financial,

agricultural and

other $13,100 $13,422 $10,739 $ 7,856 $ 6,315
Real

estate-construction 1,762 1,088 330 600 432
Real

estate-commercial 14,260 13,099 11,361 7,201 9,808
Real

estate-residential 4,792 8,759 4,910 5,294 7,379
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Loans to individuals
Lease financing
receivables

Unallocated

Total

Allowance as
percentage of
average total loans

4,533 3,806 4,614 3,035 3,845
65 136 202 259 401

980 753 5,229 10,251 5,977
$39,492 $41,063 $37,385 $34,496 $34,157
1.10% 1.26% 1.42% 1.33% 1.34%

The decrease in
the allowance for
residential real
estate loans
during 2005 was
partially due to
an improvement in
loans that were
30 days or more
past due. In
addition, the
decrease was due
in part to
enhancements that
were made to the
methodology in
2005. These
enhancements were
an extension of
the methodology
changes that were
made in 2004.
The allowance for
credit losses in
2005 was also
impacted by the
removal of two
credits from the
specific reserve
and the
improvement in
overall
historical trends
of charge-offs
and 30-day past
due credits. The
decrease in the
allowance as a
percent of
average loans in
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2004 reflected
the trend of
improvement in
nonperforming
loans, net
charge-offs and
lower levels of
the allowance
being allocated
to larger
classified
credits.

Other than those
described below,
there are no
material credits
that management
has serious
doubts as to the
borrower's
ability to comply
with the present
loan repayment
terms. The
following table
identifies
nonperforming
loans at December
31. A loan is
placed in a
nonaccrual status
at the time when
ultimate
collectibility of
principal or
interest, wholly
or partially, is
in doubt. Past
due loans are
those loans which
are contractually
past due 90 days
or more as to
interest or
principal
payments but are
well secured and
in the process of
collection.
Renegotiated
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loans are those
loans which terms
have been
renegotiated to
provide a
reduction or
deferral of
principal or
interest as a
result of the
deteriorating
financial
position of the
borrower.
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Credit Review
(Continued)

Nonperforming and Impaired Assets and Effect

on Interest Income Due to Nonaccrual
(Dollar Amounts in Thousands)

2005 2004 2003 2002 2001
Loans on
nonaccrual basis $ 11,391 $ 10,732 S 12,459 $ 23,450 $ 22,899
Past due more
than 90 days 13,977 14,671 10,586 14,774 17,781
Renegotiated
loans 173 183 195 207 832
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Total
nonperforming
loans S 25,541 $ 25,586 S 23,240

$

38,431

$ 41,512

Nonperforming
loans as a
percentage
of total loans 0.70% 0.73% 0.82%

Allowance as
percentage of
nonperforming
loans 154.62% 160.49% 160.86%

89.76%

82.28%

Other real
estate owned $ 1,655 S 1,814 S 1,866

$

1,651

$

1,619

Gross income
that would have
been
recorded at
original rates S 2,344 $ 1,757 S 1,962

Interest that
was reflected in
income 506 307 1,185

$

1,542

286

$

1,422

Net reduction to
interest income
due to
nonaccrual $ 1,838 $ 1,450 S 777

$

1,256

The reduction of
income due to
renegotiated
loans was less

than $50 thousand
in any year

presented.

Nonperforming
loan levels
remained
relatively stable
from December 31,
2004 to December
31, 2005;
however, an
increase of $659
thousand was
noted in
nonaccrual loans,
while a decrease
of $694 thousand
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was noted in past
due loans. The
increase in
nonaccrual loans
was largely due
to commercial
loans not secured
by real estate.
The decrease in
past due loans
was largely due
to commercial
loans not secured
by real estate
and construction
loans.

First
Commonwealth's
loan portfolio
continues to be

monitored by
senior management
to identify
potential
portfolio risks
and detect
potential credit
deterioration in
the early
stages. First
Commonwealth has
a "Watch List
Committee" which
includes credit
workout officers
of the bank. The
Watch List
Committee reviews
watch list
credits for
workout progress
or
deterioration.
Loan loss
adequacy and the
status of
significant
nonperforming
credits are
monitored on a
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quarterly basis
by a committee
made up of senior
officers of the
bank and parent
company. These
committees were
established to
provide
additional
internal
monitoring and
analysis in
addition to that
provided by the
Credit Committees
of the bank and
parent company.
Credit risk 1is
mitigated during
the loan
origination
process through
the use of sound
underwriting
policies and
collateral
requirements and
its previously
described
committee
sStructure.
Management also
attempts to
minimize loan
losses by
analyzing and
modifying
collection
techniques on a
periodic basis.
Management
believes that the
allowance for
credit losses and
nonperforming
loans remained
safely within
acceptable
levels.
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Capital Resources

Equity capital
stood at $521.0
million at
December 31,
2005, a $10.9
million decrease
compared to
December 31,
2004. Dividends
declared reduced
equity by $46.6
million during
2005 as dividends
were increased
over 2004
levels. The
dividends per
share of $0.665
for 2005
represented a
3.1% increase
over the 2004
dividends.
Retained net
income in the
amount of $11.2
million remained
in permanent
capital to fund
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future growth and
expansion.

Besides
dividends, the
most significant
component that
contributed to
the decrease in
equity was the
market value
adjustment to
securities
available for
sale, which
decreased equity
by $19.0 million

for the period.
Other
contributing
components to the
equity decrease
included
additional
advances by First
Commonwealth's
Employee Stock
Ownership Plan
("ESOP") to fund
the acquisition
of First
Commonwealth's
common stock for
future
distribution as
employee
compensation, net
of long-term debt
payments and fair
value adjustments
to unearned ESOP
shares, which
decreased equity
by $7.3 million
and amounts paid
to fund the
discount on
reinvested
dividends, which
reduced equity by
$891 thousand.
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The decreases in
equity were
partially offset
by increases in
equity due to
proceeds from the
issuance of
treasury shares
to provide for
stock options
exercised, which
increased equity
by $5.1 million
during 2005, and
the tax benefit
related to stock
options, which
increased equity
by $462
thousand.

Equity capital
was also impacted
during 2005 by an
increase of $203
thousand from the

reissuance of
treasury shares

to fund
contingent
payments related
to the
acquisition of
First
Commonwealth
Financial
Advisors, which
consummated in
2002. This
contingent
payment of First

Commonwealth's
common stock was
the third of four
scheduled annual

installments.

A capital base
can be considered
adequate when it

enables First
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Commonwealth to
intermediate
funds responsibly
and provide
related services
while protecting
against future
uncertainties.
The evaluation of
capital adequacy
depends on a
variety of
factors,
including asset
quality,
liquidity,
earnings history
and prospects,
internal controls
and management
caliber. 1In
consideration of
these factors,
management's
primary emphasis
with respect to
First
Commonwealth's
capital position
is to maintain an
adequate and
stable ratio of
equity to
assets. See NOTE
31 (Regulatory
Restrictions and
Capital Adequacy)
to the
Consolidated
Financial
Statements for an
analysis of
regulatory
capital
guidelines and
First
Commonwealth's
capital ratios
relative to these
measurement
standards.
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Risk Management

In the normal
course of
business First
Commonwealth
assumes various
types of risk.
First
Commonwealth has
identified
twenty-six
standard risks
which have been
summarized into
seven major risk
categories. The
seven major risk
categories
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include credit
risk, market
risk, liquidity
risk,
compliance/legal
risk, operational
risk, reputation
risk and
strategic risk.
Credit risk,
market risk and
liquidity risk
are discussed in
this Management's
Discussion and
Analysis of
Financial
Condition and
Results of
Operations
section. The
remaining major
risk categories
are defined as
follows:
compliance/legal
risk - the risk
arising from
violations of, or
noncompliance
with laws, rules,
regulations,
prescribed
practices, or
ethical
standards;
operational risk
— threat created
by inadequate
information
systems,
operational
problems, weak
internal control
systems, fraud,
or any other
unforeseen
catastrophes;
reputation risk -
the risk to
earnings or
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capital arising
from negative
public opinion;
and strategic
risk - the risk
arising from
adverse business
decisions or
improper
implementation of
those decisions.
These factors and
others could
impact First
Commonwealth's
business,
financial
condition and
results of
operation.

Corporate
management has
taken strong and
wide-ranging
actions to
enhance the
awareness of and
proactively
manage risk
within the
company. In
addition to
establishing a
comprehensive
policy and
procedure manual
that is updated
and regularly
communicated
throughout First
Commonwealth, the
Executive Vice
President, Chief
Risk Officer,
oversees all
aspects of the
risk process.
Our committee
structure
embraces a risk
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management
culture, which
begins with the
Risk Committee
that provides
oversight and
monitoring of key
risk areas. The
Risk Committee,
which is chaired
by the Executive
Vice President,
Chief Risk
Officer, and has
representation
from all of the
disciplines
across the
organization,
meets to discuss
and assess
current and
emerging risks as
well as to
identify
solutions and
mitigants.
Credit quality
and loan loss
adequacy issues
are addressed by
the Credit
Quality, Watch
List and Loan
Loss Reserve
committees.
Additional
committees
include Security,
which is
responsible for
coordinating the
security program;
Privacy, which
focuses on
safeguarding
client
information;
Asset Liability
Management, which
monitors interest
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rate and
liquidity risks;
Policies and
Procedures, which
reviews and
approves policies
and procedures
prior to Board
approval; Fraud
Prevention, which
ensures that
First
Commonwealth is
taking
appropriate
action in both
preventive and
detective
measures to
identify and deal
with potentially
fraudulent
activity;
Business
Continuity, which
plans to provide
structure to
First
Commonwealth's
response during
emergency
situations; and
Disclosure, which
evaluates
internal controls
regarding
information
utilized in
certain
regulatory
reports, as well
as reviewing
those reports and
the disclosure
process to ensure
that disclosures
are timely,
complete and
accurate.

The Risk
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Department has
specific
procedures to
analyze and
quantify risks in
the seven major
risk categories.
Gaps between
inherent risks
and mitigants are
quantified and
presented to the
Risk Committee
for their
review.
Management
continually
reviews the
mitigants and
controls to
ensure their
continuity. The
Internal Audit
Department
validates the
existence and
effectiveness of
the controls.
Risk gaps are
compiled to
develop a risk
rating, which is
incorporated into
the balanced
scorecard measure
and is reported
to the Board of

Directors. An
analytical review
of
46
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(Continued)

Risk Management
(Continued)

key indicators,
both monetary and
nonmonetary, as
well as other
current
information that
may become
available through
discussions with
management serves
as an early
warning system to
detect potential
deteriorating
internal
controls. All
significant new
initiatives and
products are
subject to a risk
assessment prior
to being
presented for
implementation.
An annual
assessment of
risk is also
performed to
identify
potential threat
areas to our
computer
systems. Our
internal audit
staff performs
routine and
consistent
information
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technology
reviews of
identified risk
areas, security
measures and
control
processes.

With these
processes in
place First
Commonwealth
believes that its
objective of
establishing a
risk culture that
identifies,
measures,
controls and
monitors events
or actions that
may adversely
affect our
organization has
been achieved.
Our goal is not
to eliminate risk
but to understand
fully the risk
that First
Commonwealth is
assuming and
appropriately
manage those
risks.

Inflation and
Changing Prices

Management is
aware of the
impact inflation
has on interest
rates and
therefore, the
impact it can
have on a bank's

performance. The
ability of a
financial

institution to
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cope with
inflation can
only be
determined by
analyzing and
monitoring its
asset and
liability
structure. First
Commonwealth
monitors its
asset and
liability
position with
particular
emphasis on the
mix of
interest-sensitive
assets and
liabilities in
order to reduce
the effect of
inflation upon
its performance.
However the asset
and liability
structure of a
financial
institution is
substantially
different from an
industrial
corporation in
that virtually
all assets and
liabilities are
monetary in
nature, meaning
that they have
been or will be
converted into a
fixed number of
dollars
regardless of
changes in
general price
levels. Examples
of monetary items
include cash,
loans and
deposits.
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Nonmonetary items
are those assets
and liabilities

which do not gain

or lose
purchasing power
solely as a
result of general
price level
changes.
Examples of
nonmonetary items
are premises and
equipment.

Inflation can
have a more
direct impact on
categories of
noninterest
expenses such as
salaries and
wages, supplies
and employee
benefit costs.
These expenses
are very closely
monitored by
management for
both the effects
of inflation and
increases
relating to such
items as staffing
levels, usage of
supplies and
occupancy costs.

ITEM 7A.
Quantitative and
Qualitative
Disclosures About
Market Risk

Information
appearing in Item
7 of this report
under the caption

"Interest
Sensitivity" is
incorporated
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herein by
reference in
response to this
item.
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CONSOLIDATED
BALANCE SHEETS

(Dollar Amounts
in Thousands)

December 31,

2005 2004
ASSETS

Cash and due from DanKS . .. u vttt ittt ettt ettt ettt S 84,555 $ 79,591
Interest-bearing bank deposits. . ...ttt ineeeennnnns 473 2,403
Federal funds SOLd. . ii e ettt nteeeeeeeeeeeeeennneeeeeeeees 1,575 -0-
Securities available for sale, at market..... ..ttt eeeennn 1,851,986 2,162,313
Securities held to maturity, at amortized cost,

(Market value $89,804 in 2005 and $81,886 in 2004) ............. 87,757 78,164
Loans:

8o ol i 31 s o N N =5 o =Y 3,623,102 3,512,774

Loans held for Sale. ..t ittt eenneeeeeeeeeeeeeennnnenn 1,276 2,311

Unearned INCOmME. .. vttt ittt ittt it ittt ittt ittt i i (119) (252)

Allowance for credit 10SSeS. ...ttt (39,492) (41,063)
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NN o Y= o= 3,584,767 3,473,770
Premises and equipment. .. ... ..ttt ittt 60,860 56,965
Other real estate OWNEd. .. i ittt ittt ittt ettt eeeeeeeeoeeeneeeeenan 1,655 1,814
[T L 0 122,702 123,607
Amortizing intangibles, Net...... .ttt ittt nnnneens 15,251 17,513
[ ol o 1 = = T i 214,739 202,338
e = T A = = = il $6,026,320 $6,198,478
LIABILITIES
Deposits (all domestic):
Noninterest—earing. v ittt ittt ittt ettt et e eeeeeneeeennn $ 491,644 S 480,843
Interest—Pearing. « vttt ittt ittt et e e e e e e e 3,504,908 3,363,632
Total depPosSit s . vttt e et e e e 3,996,552 3,844,475
Short—term bDoOrroOWIngS. @ittt ittt ittt ettt iieeeennn 665,665 946,474
Other 1iabilities . ittt it e e e e e e e e e et eeeenn 43,314 35,977
Subordinated debentuUres. ...ttt ettt e et e e e e e 108,250 108,250
Other long-term debt..... .. ittt 691,494 731,324
Total long-term debt........ ittt 799,744 839,574
Total liabilities..u ittt ittt ittt ettt 5,505,275 5,666,500
SHAREHOLDERS' EQUITY
Preferred stock, $1 par value per share, 3,000,000 shares
authorized, none issued......... ... . i -0- -0-
Common stock $1 par value per share, 100,000,000 shares
authorized;
71,978,568 shares issued and 70,377,916 shares outstanding in
2005; 71,978,568 shares issued and 69,868,908 shares
outstanding
o 20 71,978 71,978
Additional paid-in capital........ i i e 173,967 175,453
Retained Earning S ...ttt ittt ettt ittt ettt ettt 318,569 307,363
Accumulated other comprehensive income (lOSS) ... iinnneenns. (9,655) 10,002
Treasury stock (1,600,652 and 2,109,660 shares at December 31,
2005
and 2004, respectively, at COSL) vttt ittt ittt ittt i (20,214) (26,643)
Unearned ESOP SNaAreS . . v i ittt ettt tee et eeeeeeeeeeeeeeeeneean (13,600) (6,175)
Total shareholders' equity.... ..ottt nneennnn. 521,045 531,978
Total liabilities and shareholders' equity......... $6,026,320 $6,198,478

The accompanying notes
are an integral part of
these consolidated
financial statements.
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CONSOLIDATED
STATEMENTS OF
INCOME

(Dollar Amounts
in Thousands,
except per share

data)

Interest Income
Interest and fees on loanS......iiiiiininnneenn

Interest and dividends on investments:
Taxable interest........ .. i,
Interest exempt from Federal income taxes......
Dividends ...ttt e
Interest on Federal funds sold...................

Interest on bank depositsS......ciiiiiiiinnnneennn

Total interest income..........oiiiiiiiiiennn.
Interest Expense

Interest on deposSits. ...ttt

Interest on short-term borrowings................

Interest on subordinated debentures..............

Interest on other long-term debt.................

Years Ended December 31,

2005 2004 2003
222,090 189,629 S 164,441
74,864 75,309 66,716
12,699 11,447 10,561
2,225 1,600 2,038
161 6 4
29 34 13
312,068 278,025 243,773
79,070 58,890 60,100
24,305 11,989 6,755
7,867 6,778 3,560
27,376 33,033 29,826
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Total interest on long

—term debt.......... ... ...

Total interest expense..........ouieiiiiiieeenn

Net interest income.......

Provision for credit losses........ciiiiiiinnnn.

Net interest income after provision for credit

losSeS. ...ttt

Other Income

Net securities gains (lOSSES) «vvviieteeenneeennnn

Trust income............

Service charges on deposSits......viiiieinneennn

Gain on sale of branches
Gain on sale of merchant

Insurance commissions...

services business.......

Income from bank owned life insurance............

Merchant discount income
Card related interchange
Other income............

Total other income....

Other Expenses

income...... .. i

Salaries and employee benefits...................

Net occupancy expense...

Furniture and equipment expense..................

Data processing expense.

Pennsylvania shares tax expense..................

Intangible amortization.
Litigation settlement...

Restructuring charges...

Merger and integration charges...................

Debt prepayment fees....

Other operating expenses

Total other expenses..

Income before income taxes

Applicable income taxes.

Net Income................

Average Shares Outstanding

Average Shares Outstanding

Per Share Data:
Basic Earnings Per Share

Assuming Dilution.......

Diluted Earnings Per Share...........c.iiuvieienn..

35,243 39,811 33,386
138,618 110, 690 100,241
173,450 167,335 143,532
8,628 8,070 12,770
164,822 159,265 130,762
(7,673) 4,077 5,851
5,526 5,254 5,142
15,710 14,975 13,013
11,832 -0- 3,041

1,991 -0- -0-
3,423 3,387 3,305
5,391 5,157 4,342
1,349 3,638 3,557
4,881 3,579 2,537
7,795 7,582 7,656
50,225 47,649 48,444
73,522 68,916 61,144
10,988 9,656 7,456
11,578 11, 688 10,096
3,535 3,808 2,520
4,876 4,532 4,301
2,262 1,443 43
-0- -0- (610)

5,437 -0- -0-

-0- 2,125 -0-

-0- 29,495 -0-
31,756 32,892 27,705
143,954 164,555 112, 655
71,093 42,359 66,551
13,257 3,707 13,251
57,836 $ 38,652 $ 53,300

69,276,141
69,835,285

65,887,611
66,487,516

59,002,277
59,387,055
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The accompanying notes
are an integral part of
these consolidated
financial statements.
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FIRST
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SUBSIDIARIES

ITEM 8.
Financial
Statements and
Supplementary
Data (Continued)

CONSOLIDATED
STATEMENTS OF
CHANGES IN
SHAREHOLDERS''
EQUITY
(Dollar Amounts
in Thousands)

Accumulated
Other
Additional Comprehensive
Common Paid-in Retained Income Treasury
Stock Capital Earnings (Loss) Stock

Unearned Total
ESOP Shareholders'
Shares Equity

Balance at
December 31,

Comprehensive
income

Net income
Other
comprehensive
income,
net of tax:
Unrealized
holding losses
on
securities
arising during
the period
Less:
reclassification

-0- 53,300

,0, ,O,

,O,

,O,
,O,

2002 $62,525 $64,885 $ 296,165 $ 25,851 $(44,981)$

(3,055) $401,390

-0- -0- -0- 53,300
(6,951) -0- -0- (6,951)
(3,734) -0- -0- (3,734)
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adjustment

for gains
on securities

included
in net income

Unrealized

holding gains

on
derivatives used
in cash

flow
hedging
relationship

arising
during the period -0- -0- -0- 7 -0- -0- 7

Total other
comprehensive
income
(loss) -0- -0- -0- (10,678) -0- -0- (10,678)

Total
comprehensive
income -0- -0- 53,300 (10, 678) -0- -0- 42,622
Cash dividends
declared -0- -0- (37,204) -0- -0- -0- (37,204)
Decrease in
unearned ESOP

shares -0- 120 -0- -0- -0- 1,061 1,181
Discount on
dividend
reinvestment

plan purchases -0- (706) -0- -0- -0- -0- (706)
Treasury stock
reissued -0- (1,076) -0- -0- 7,202 -0- 6,126
Tax benefit of
stock options -0- 535 -0- -0- -0- -0- 535
Stock issued
for acquisition 1,179 15,823 -0- -0- -0- -0- 17,002

Balance at
December 31, 2003 $63,704 $79,581 $ 312,261 $ 15,173 $(37,779)$ (1,994) $430,946

The accompanying notes
are an integral part of
these consolidated
financial statements.
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FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM 8.
Financial
Statements and

Supplementary
Data (Continued)

CONSOLIDATED
STATEMENTS OF
CHANGES IN
SHAREHOLDERS''
EQUITY
(Continued)
(Dollar Amounts
in Thousands)

Accumulated
Other
Additional Comprehensive Unearned Total
Common Paid-in Retained Income Treasury ESOP Shareholders'
Stock Capital Earnings (Loss) Stock Shares Equity

Balance at

December 31, 2003563,704 $ 79,581 $312,261 $ 15,173 $(37,779) $(1,994) $430,946

Comprehensive
income

Net income -0- -0-
Other
comprehensive
income,
net of tax:
Unrealized
holding losses
on
securities
arising during
the period -0- -0- -0-
Less:
reclassification
adjustment
for gains
on securities
included
in net income -0- -0- -0- (2,633)
Unrealized -0- -0- -0- (118)
holding losses
on
derivatives used
in cash
flow
hedging

38,652 -0-

(2,420)

-0- -0- 38,652
-0- -0- (2,420)
-0- -0- (2,633)
-0- -0- (118)

131



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

relationship
arising
during the period

Total other
comprehensive
income
(loss) -0- -0- -0- (5,171) -0~ -0- (5,171)

Total
comprehensive
income -0- -0- 38,652 (5,171) -0- -0- 33,481
Cash dividends
declared -0- -0- (43,550) -0- -0- -0- (43,550)
Net increase in
unearned ESOP

shares -0- 262 -0- -0- -0- (4,181) (3,919)
Discount on
dividend
reinvestment

plan purchases -0- (816) -0- -0- -0- -0- (816)
Treasury stock
acquired -0- -0- -0- -0- (514) -0- (514)
Treasury stock
reissued -0- (1,768) -0- -0- 11,650 -0- 9,882
Tax benefit of
stock options -0- 1,238 -0- -0- -0- -0- 1,238
Stock issued
for acquisition 8,274 96, 956 -0- -0- -0- -0- 105,230

Balance at
December 31, 2004 $71,978 $175,453 $307,363 $ 10,002 $(26,643)$(6,175) $531,978

The accompanying notes
are an integral part of
these consolidated
financial statements.
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ITEM 8.
Financial
Statements and

Supplementary
Data (Continued)

CONSOLIDATED
STATEMENTS OF
CHANGES IN
SHAREHOLDERS''
EQUITY
(Continued)
(Dollar Amounts
in Thousands)

Accumulated
Other
Additional Comprehensive
Common Paid-in Retained Income Treasury
Stock Capital Earnings (Loss) Stock

Unearned Total
ESOP Shareholders'
Shares

Equity

Balance at
December 31, 2004 $71,978 $175,453 $307,363 $ 10,002 $(26,643) S

Comprehensive
income

Net income -0- -0- 57,836 -0- -0-
Other
comprehensive
income,
net of tax:
Unrealized
holding losses
on
securities
arising during
the period -0- -0- -0
Less:
reclassification
adjustment
for
(gains) losses on
securities
included
in net income -0- -0- -0- 5,008 -0-
Unrealized
holding losses
on
derivatives used
in cash
flow
hedging
relationship
arising
during the period -0- -0- -0- (615) -0-

(24,050) -0-

(6,175) $531,978

-0- 57,836

-0- (24,050)

-0- 5,008

-0- (615)

Total other -0- -0- -0- (19,657) -0-
comprehensive

-0- (19,657)
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income
(loss)

Total
comprehensive
income -0- -0-
Cash dividends
declared -0- -0-
Net increase in
unearned ESOP
shares -0- 119

Discount on
dividend
reinvestment

plan purchases -0- (891)

Treasury stock
reissued -0- (1,176)
Tax benefit of
stock options -0- 462

57,836 (19,657) -0- -0-

(46,630) -0- -0- -0-

-0- -0- -0- (7,425)

Balance at

December 31, 2005571,978 $173,967 $318,569 $

(9,655) $(20,214) $(13,600) $521,045

The accompanying notes
are an integral part of
these consolidated
financial statements.
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CONSOLIDATED
STATEMENTS OF
CASH FLOWS
(Dollar Amounts

in Thousands)

Years Ended December 31,

Operating Activities

Net INCOME . vttt ittt e e et e e e e e et e et e e et S

Adjustments to reconcile net income to net cash
provided by

operating activities:
Provision for credit 1l0SSES.....i.iuiuiiiiiieinnnnnnn

Depreciation and amortization......................
Net losses (gains) on sales of securities and
Oother assets. ...ttt i ittt i ieee

Net gains on sales of branches.....................

Net gains on sale of merchant services business....
Income from increase in cash surrender value of bank
owned
life INnSUTaNCE. @ittt ittt ettt et e

Stock option tax benefit....... ... ittt
Changes net of acquisition:
Decrease (increase) in interest receivable.........
Increase (decrease) in interest payable............
Increase (decrease) in income taxes payable........
Net decrease in loans held for sale................
Change in deferred taxes.......iuiiiiiiiiinnnneennn

Other—net ... i i i ittt it ittt e e e e e

Net cash provided by operating activities........

Investing Activities
Changes net of acquisition:

Transactions with securities held to maturity:

Maturities and redemptions.........ououeiiienneeennn.
Purchases of investment securities.................

Transactions with securities available for sale:

Maturities and redemptions.........ououeiieinneeennn.

Purchases of investment securities.................
Proceeds from sales of other assets..................
Proceeds from sale of merchant services business.....
Acquisition of affiliate, net of cash received.......
Net decrease in interest-bearing bank deposits.......
Net decrease (increase) in loanS........ieiiuenenenennn

Purchases of premises and equipment..................

2005 2004 2003
57,836 $ 38,652 53,300
8,628 8,070 12,770
10,884 9,488 7,498
6,687 (4,197) (6,483)
(11, 832) -0- (3,034)
(1,991) -0- -0-
(5,391) (5,157) (4,342)
462 1,239 535
(887) 1,212 3,754
2,252 (39) (1,120)
3,888 (1,976) (843)
1,036 644 2,484
107 (1,858) (2,235)
5,021 (6,855) (2,525)
76,700 39,223 59,759
-0- -0- -0-
10,967 31,649 93,700
(20,530) (5,542) -0-
328,791 115,726 62,941
402,503 730,494 954,406
(457, 967) (755, 364) (1,414,519)
10,516 11,703 11,876
2,000 -0- -0-
-0- (70,872) 7,859
1,930 4,874 4,135
(131,472) (179, 939) 2,775
(14,371) (12,041) (5,227)
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Net cash provided (used) by investing activities...

Financing Activities

Changes net of
Proceeds from
Repayments of
Proceeds from

Repayments of

acquisition:

issuance of other long-term debt.......
other long-term debt................ ...
issuance of subordinated debentures....

subordinated debentures................

Discount on dividend reinvestment plan purchases.....

Dividends paid

Net increase
Net increase

(decrease) 1in Federal funds purchased...
(decrease) 1in other short-term
borrowings. .

Sale of branch and deposits, net of cash received....

Reissuance of

treasury stock.... ...l

Net increase in deposits.......iiiiiiiiiiiiiiiiinnnn.

Net cash provided (used) by financing activities...

Net increase

(decrease) 1in cash and cash

equUivalent s . ittt e e e e e e

Cash and cash

Cash and cash

equivalents at January l...............

equivalents at December 31............. S

132,367 (129, 312) (282,054)
37,000 283,486 10,000
(84,255) (482,150) (12,500)

-0- 41,238 30,929

-0- (8,292) -0-

(891) (816) (706)
(46,193) (41,736) (36, 630)
4,775 21,650 (37,500)
(285,584) 237,102 202,562
(110, 483) -0- (21,288)
5,050 9,679 5,923
278,053 27,009 82,901
(202, 528) 87,170 223,691
6,539 (2,919) 1,396
79,591 82,510 81,114
86,130 79,591 82,510

The accompanying
notes are an
integral part of
these
consolidated
financial
statements.
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Notes to
Consolidated
Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE 1--Statement
of Accounting
Policies

GENERAL

The following
summary of
accounting and
reporting
policies 1is
presented to aid
the reader in
obtaining a
better
understanding of
the financial
statements and
related financial
data of First
Commonwealth
Financial
Corporation and
its subsidiaries
("First
Commonwealth™")
contained in this
report.

The financial
information is
presented in
accordance with
generally
accepted
accounting
principles and
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general practice
for financial
institutions in
the United States
of America. 1In
preparing
financial
statements,
management is
required to make
estimates and
assumptions that
affect the
reported amount
of assets and
liabilities and
disclosure of
contingent assets
and liabilities
at the date of
the financial
statements. In
addition, these
estimates and
assumptions
affect revenues
and expenses in
the financial
statements and as
such, actual
results could
differ from those
estimates.

Through its
subsidiaries,
which include one
commercial bank,
a nondepository
trust company,
insurance agency
and financial
advisor, First
Commonwealth
provides a full
range of loan,
deposit, trust,
insurance and
financial
advisory services
primarily to
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individuals and
small to
middle-market
businesses in
fifteen counties
in central and
western
Pennsylvania.
Under current
conditions, First
Commonwealth is
reporting one
business segment.

First
Commonwealth is
subject to
regulations of
certain state and
federal
agencies. These
regulatory
agencies
periodically
examine First
Commonwealth for
adherence to laws
and regulations.
As a consequence,
the cost of doing
business may be
affected.

Basis of
Presentation

The accompanying
consolidated
financial
statements
include the
accounts of First
Commonwealth
Financial
Corporation and
its wholly owned
subsidiaries.
All material
intercompany
transactions have
been eliminated
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in consolidation.

First
Commonwealth
determines
whether it should
consolidate other
entities or
account for them
on the equity
method of
accounting
depending on
whether it has a
controlling
financial
interest in an
entity of less
than 100% of the
voting interest
of that entity by
considering the
provisions of
Accounting
Research Bulletin
51 ("ARB 51"),
"Consolidated
Financial
Statements," or a
controlling
financial
interest in a
variable interest
entity ("VIE") by
considering the
provisions of the
Financial
Accounting
Standards Board
("FASB")
Interpretation
No. 46 ("FIN
46"),
"Consolidation of
Variable Interest
Entities," issued
in January 2003,
and FIN 46
(Revised 2003)
("FIN 46R")
issued in
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December 2003.
Under FIN 46R, an
entity that holds

a variable
interest in a VIE
is required to
consolidate the
VIE if
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Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE 1--Statement
of Accounting
Policies
(Continued)

Basis of
Presentation
(Continued)

the entity is

subject to a
majority of the
risk of loss from
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the VIE's
activities, is
entitled to
receive a
majority of the
entity's residual
returns or both.
Refer to NOTE 16
(Variable
Interest
Entities) for
additional
information
related to FIN 46
and FIN 46R.

The investment in
non-consolidated
VIE's and
investment in
corporations with
voting interest
of 20% to 50% are
accounted for
using the equity
method of
accounting.

Securities

Debt securities
that First
Commonwealth has
the positive
intent and
ability to hold
to maturity are
classified as
securities
held-to-maturity
and are reported
at amortized
cost. Debt and
equity securities
that are bought
and held
principally for
the purpose of
selling them in
the near term are
to be classified
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as trading
securities and
reported at fair
value, with
unrealized gains
and losses
included in
earnings. Debt
and equity
securities not
classified as
either
held-to-maturity
securities or
trading
securities are
classified as
securities
available-for-sale
and are reported
at fair value,
with unrealized
gains and losses
excluded from
earnings and
reported as a
separate
component of
shareholders'
equity, net of
deferred taxes.

First
Commonwealth has
securities
classified as
either
held-to-maturity
or
available-for-sale
and does not
engage in trading
activities.
First
Commonwealth
utilizes the
average cost
method to
determine the net
gain or loss on
the sale of
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securities

First
Commonwealth
conducts a
comprehensive
review of the
investment
portfolio on a
quarterly basis
to determine
whether an
other—-than-temporary
impairment has
occurred.
Issuer—-specific
securities whose
market wvalues
have fallen below
their book values
are initially
selected for more
in depth analysis
based on the
percentage
decline in value
and duration of
the decline.
Further analysis
could include a
review of
research reports,
analysts'
recommendations,
credit rating
changes, news
stories, annual
reports, impact
of interest rate
changes and any
other relevant
information
pertaining to the
affected
security. Based
on this review, a
determination is
made on a case by
case basis as to
a potential
impairment.
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Declines in the
market value of
individual
securities below
their cost that
are deemed
other—-than-temporary
will result in
write-downs of
the individual
securities to
their fair
value. The
related
write-downs would
be included in
earnings as
realized losses.
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Loans

Loans are carried
at the principal
amount
outstanding.
Unearned income
on installment
loans and leases
is taken into
income on a
declining basis,
which results in
an approximately
level rate of
return over the
life of the loan
or lease.
Interest is
accrued as earned
on nondiscounted
loans.

First
Commonwealth
considers a loan
to be past due
and still
accruing interest
when payment of
interest or
principal is
contractually
past due but the
loan is well
secured and in
the process of
collection. For
installment,
mortgage, term
and other loans
with amortizing
payments that are
scheduled
monthly, 90 days
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past due is
reached when four
monthly payments
are due and
unpaid. For
demand, time and
other
multi-payment
obligations with
payments
scheduled other
than monthly,
delinquency
status 1is
calculated using
number of days
instead of number
of payments.
Revolving credit
loans, including
personal credit
lines and home
equity lines, are
considered to be
90 days past due
when the borrower
has not made the
minimum payment
for four billing
cycles.

A loan is placed
in nonaccrual
status when,

based on current

information and

events, 1t is

probable that
First

Commonwealth will
be unable to
fully collect
principal or
interest due

according to the

contractual terms

of the loan. A
loan is also

placed in
nonaccrual status
when, based on
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regulatory
definitions, the
loan is
maintained on a
"cash basis" due
to the weakened
financial
condition of the
borrower. When a
determination is
made to place a
loan in
nonaccrual
status, all
accrued and
unpaid interest
for the current
year 1s reversed
against interest
income and
uncollected
interest for
previous years is
charged against
the allowance for
credit losses.
Generally,
consumer and
residential
mortgage loans,
which are
well-secured
and/or in the
process of
collection, are
not normally
placed in
nonaccrual
status.
Nonaccrual loans
are restored to
accrual status
when, based on a
sustained period
of repayment by
the borrower in
accordance with
the contractual
terms of the
loan, First
Commonwealth
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expects repayment
of the remaining
contractual
principal and
interest, or when
the loan
otherwise becomes
well-secured and
in the process of
collection.

First
Commonwealth
considers a loan
to be
renegotiated when
the loan terms
have been
renegotiated to a
below market
condition to
provide a
reduction or
deferral of
principal or
interest as a
result of the
deteriorating
financial
position of the
borrower and the
loan is in
compliance with
the restructured
terms.
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SUBSIDIARIES

ITEM 8.
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Statements and

Supplementary
Data (Continued)

Notes to
Consolidated
Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE 1--Statement
of Accounting
Policies
(Continued)

Loans (Continued)

First
Commonwealth
considers a loan
to be impaired
when, based on
current
information and
events, 1t is
probable that the
company will be
unable to collect
principal or
interest that is
due in accordance
with contractual
terms of the
loan. Impaired
loans include
nonaccrual loans
and renegotiated
loans. Loan
impairment is
measured based on
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the present wvalue
of expected cash
flows discounted
at the loan's
effective
interest rate or,
as a practical
expedient, at the
loan's observable
market price or
the fair value of
the collateral if
the loan is
collateral
dependent.

Payments received
on impaired loans
are applied
against the
recorded
investment in the
loan. For loans
other than those
that First
Commonwealth
expects repayment
through
ligquidation of
the collateral,
when the
remaining
recorded
investment in the
impaired loan is
less than or
equal to the
present value of
the expected cash
flows, income is
recorded on a
cash basis.

Loans deemed
uncollectible are
charged off
through the
allowance for
credit losses.
Factors
considered in
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assessing
ultimate
collectibility
include past due
status, financial
condition of the
borrower,
collateral values
and debt
covenants
including
secondary sources
of repayment by
guarantors.
Payments received
on previously
charged off loans
are recorded as
recoveries in the
allowance for
credit losses.

Mortgage
Servicing Rights

When First
Commonwealth
purchases or

originates

mortgage loans
with a definitive
plan to sell or
securitize those
loans and retain
the mortgage
servicing rights,
the company
measures the
mortgage
servicing rights
at cost by
allocating the
cost of the
mortgage loans
between the
mortgage
servicing rights
and the mortgage
loans (without
the mortgage
servicing rights)
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based on their
relative fair
values at the
date of purchase
or origination.
When First
Commonwealth does
not have a
definitive plan
at the purchase
or origination
date and later
sells or
securitizes the
mortgage loans
and retains the
mortgage
servicing rights,
the company
allocates the
amortized cost of
the mortgage
loans between the
mortgage
servicing rights
and the mortgage
loans (without
mortgage
servicing rights)
based on their
relative fair
values at the
date of sale.
The amount
capitalized as
the right to
service mortgage
loans 1is
recognized as a
separate asset
and amortized in
proportion to,
and over the
period of,
estimated net
servicing income
(servicing
revenue in excess
of servicing
cost) .
Generally, First
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Commonwealth
sells mortgages
with servicing

released.
Mortgage
servicing rights
are periodically
evaluated for
impairment based
on fair values.
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Loan Fees

Loan origination
and commitment
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fees, net of
associated direct
costs, are
deferred and the
net amount is
amortized as an
adjustment to the
related loan
yield on the
interest method,
generally over
the contractual
life of the
related loans or
commitments.

Other Real Estate
Owned

Real estate,
other than bank
premises, is
recorded at the
lower of cost or
fair value less
selling costs at
the time of
acquisition.
Expenses related
to holding the
property, net of
rental income,
are generally
charged against
earnings in the
current period.

Allowance for
Credit Losses

First
Commonwealth
maintains an
allowance for

credit losses at
a level deemed
sufficient to
absorb losses

that are inherent
in the loan and
lease portfolios
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at each balance
sheet date.
First
Commonwealth's
management and
Board of
Directors review
the adequacy of
the allowance on
a quarterly basis
to ensure that
the provision for
credit losses has
been charged
against earnings
in an amount
necessary to
maintain the
allowance at a
level that is
appropriate based
on management's
assessment of
probable
estimated
losses. First
Commonwealth's
methodology for
assessing the
appropriateness
of the allowance
for credit losses
consists of
several key
elements. These
elements include
an assessment of
individual
problem loans,
delinquency and
loss experience
trends, and other
relevant factors,
all of which may
be susceptible to
significant
changes. While
allocations are
made to specific
loans and pools
of loans, the
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total allowance
is available for
all loan losses.

Substandard loans
are those with a
well-defined
weakness or a
weakness that
jeopardizes the
repayment of the
debt. A loan may
be classified as
substandard as a
result of
impairment of the
borrower's
financial
condition and
repayment
capacity. Loans
for which
repayment plans
have not been met
or collateral
equity margins do
not protect First
Commonwealth may
also be
classified as
substandard.
Doubtful loans
have the
characteristics
of substandard
loans with the
added
characteristic
that collection
or liquidation in
full, on the
basis of
presently
existing facts
and conditions,
is highly
improbable.
Although the
possibility of
loss is extremely
high for doubtful
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loans, the
classification of
loss is deferred
until pending
factors, which
might improve the
loan, have been
determined.
Loans rated as
doubtful, in
whole or in part,
are placed in
nonaccrual
status. Loans
which are
classified as
loss are
considered
uncollectible and
are charged to
the allowance for
credit losses at
the next meeting
of First
Commonwealth's
Credit Committee
after placement
in this
category. There
were no loans
classified as
loss on the
primary watch
list as of
December 31,
2005. First
Commonwealth
consistently
applies the
following
comprehensive
methodology and
procedure for
determining the
allowance at the
subsidiary bank
level.
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Allowance for
Credit Losses
(Continued)

Classified loans
on the primary
watch list are

analyzed to
determine the
level of
potential loss in
the credits under
current
circumstances.
The potential
loss that is
established for
these classified
loans is based on
careful analysis
of the loan's
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performance, the
related
collateral value,
cash flow
considerations
and the financial
capability of any
guarantor.
Primary watch
list loans are
managed and
monitored by
assigned account
officers within
First
Commonwealth in
conjunction with
senior
management.

A specific
reserve is
established for
impaired loans
that is equal to
the total amount
of potential
unconfirmed
losses for the
impaired loans
that are
reviewed. All
impaired credits
in excess of $100
are individually
reviewed. Based
on this reserve
as a percentage
of reviewed loan
balances, a
reserve 1is also
established for
the impaired loan
balances that are
not reviewed.

A reserve 1is
established for
primary watch
list loans that
are classified as
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substandard (and
still accruing
interest) and
Other Assets
Especially
Mentioned
("OAEM") . The
reserve on these
substandard and
OAEM loans 1is
calculated as the
historical
average amount of
potential
unconfirmed
losses for the
loans similar to
those that are
reviewed. The
historical
percentage is
based on an eight
quarter weighted
average
calculation.

The allowance
based on
historical trends
uses charge-off
experience of
First
Commonwealth to
estimate
potential
unconfirmed
losses in the
balances of the
loan and lease
portfolios. The
historical loss
experience
percentage is
based on the
charge-off
history for the
greater of the
eight most recent
quarters or the
twenty most
recent quarters.
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The historical
loss percentages
are adjusted for

loss emergence
periods based on

the type of
loan. Adjusted
historical loss
experience
percentages are
applied to
non-classified
loans from the
primary watch
list, as well as
all other loans
and leases which
are not on the
watch list, to
obtain the
portion of the
allowance for
credit losses
which is based on
historical
trends. Before
applying the
adjusted
historical loss
experience
percentages, loan
balances are
reduced by the
portion of the
loan balances
which are subject
to guarantee by a
government
agency.

Each loan
category's most
recent
four—quarter
average
delinquency
percentage is
compared to its
twenty—quarter
average. A
special
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allocation is
made if the
four—quarter
delinquency
percentage is
higher than its
twenty—quarter
average.

An additional
allowance for
special
circumstances may
be made where a
specific reserve
is warranted.
The additional
allowance
provides
management with
the opportunity
to estimate
additional
potential
allowance amounts
which may be
needed to cover
specific
factors. The
special factors
that management
currently
evaluates consist
of portfolio risk
or concentrations
of credit and
economic
conditions.
Portfolio risks
include unusual
changes or recent
trends in
specific
portfolios such
as unexpected
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Allowance for
Credit Losses
(Continued)

changes in the
trends or levels
of delinquency,

unusual

repossession

activities or
large levels of
unsecured loans
in a portfolio.

First
Commonwealth also
maintains an
unallocated
allowance. The
unallocated
allowance 1is used
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to cover any
factors or
conditions that
may cause a
potential credit
loss but are not
specifically
identifiable or
considered in the
methodology that
was defined
above. These
factors include,
but are not
limited to
potential
judgment or data
errors or factors
not yet
considered in
First
Commonwealth's
methodology. No
matter how
detailed an
analysis of
potential credit
losses 1is
performed these
estimates by
definition lack
precision.
Management must
make estimates
using assumptions
and information
that is often
subjective and
changing rapidly.

Bank Owned Life
Insurance

First
Commonwealth
purchased
insurance on the
lives of certain
groups of
employees. The
policies
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accumulate asset
values to meet
future
liabilities
including the
payment of
employee benefits
such as health
care. Increases
in the cash
surrender value
are recorded as
"Other Income" in
the Consolidated
Statements of
Income. The cash
surrender value
of bank owned
life insurance is
reflected in
"Other Assets" on
the Consolidated
Balance Sheets in
the amount of
$129,871 and
$124,932 at
December 31, 2005
and 2004,
respectively.
During 2005,
First
Commonwealth also
recorded a
liability which
represents the
net present value
of future
expected payments
for a portion of
the death benefit
for which the
insured employee
has designated a
beneficiary.
This liability in
the amount of
$784 is reflected
in "Other
Liabilities™ on
the Consolidated
Balance Sheet and
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has been included
in "Salaries and
Employee
Benefits" on the
Consolidated
Statements of
Income.

Premises and
Equipment

Premises and
equipment are
carried at cost
less accumulated
depreciation and
amortization on
First
Commonwealth's
Consolidated
Balance Sheet.
Depreciation is
computed on the
straight-line and
accelerated
methods over the
estimated useful
life of the
asset.
Accelerated
depreciation
methods are used
for furniture and
equipment while
the straight-1line
depreciation
method is used
for buildings and
improvements.
Charges for
maintenance and
repairs are
expensed as
incurred. Where
a lease is
involved,
amortization
expense 1is
charged over the
term of the lease
or the estimated
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useful life of
the improvement,
whichever is
shorter.

First
Commonwealth
records computer
software in
accordance with
the American
Institute of
Certified Public
Accountants'
Statement of
Position 98-1
("sSop 98-1"),
"Accounting for
the Costs of
Computer Software
Developed or
Obtained for
Internal Use."
The statement
identifies the
following three
stages of
software
development: the
preliminary
project stage,
the
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Premises and
Equipment
(Continued)

application
development stage
and the
post—-implementation
stage. In
compliance with
SOP 98-1, First
Commonwealth
expenses costs
that are incurred
during the
preliminary
project stage and
capitalizes
certain costs
that are incurred
during the
application
development
stage. Once
software is in
operation,
maintenance costs
are expensed over
the maintenance
period while
upgrades that
result in
additional
functionality or
enhancements are
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capitalized.
Training and data
conversion costs
are expensed as
incurred.
Capitalized costs
are amortized on
a straight-line
basis over a
period of 3-7
years, depending
on the life of
the software
license.

Business
Combinations

First
Commonwealth
accounts for

business
combinations in
accordance with
the FASB
Statement No. 141
("FAS No. 141"),
"Business
Combinations, "
which requires
the purchase
method of
accounting for
business
combinations
initiated after
June 30, 2001.
Under the
purchase method,
net assets of the
business acquired
are recorded at
their estimated
fair value as of
the date of
acquisition with
any excess of the
cost of the
acquisition over
the fair value of
the net tangible
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and intangible
assets that are
acquired recorded
as goodwill.
Results of
acquired business
are included in
First
Commonwealth's
income statement
from the date of
the acquisition.

Goodwill and
Other Intangible
Assets

Goodwill and
other intangible
assets with
indefinite useful
lives are tested
for impairment at
least annually
and written down
and charged to
results of
operations in
periods in which
their recorded
value is more
than their
estimated fair
value. No
impairment of
goodwill or other
intangibles has
been identified
since the
adoption of FASB
Statement No. 142
("FAS No. 142"),
"Goodwill and
Other Intangible
Assets," on
January 1, 2002.
Prior to the
adoption of FAS
No. 142, goodwill
was amortized on
a straight-line
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basis over a
period of 15-25
years.

Accounting for
the Impairment of
Long-Lived Assets

First
Commonwealth
reviews
long-1lived
assets, such as
premises and
equipment and
intangibles for
impairment
whenever events
or changes in
circumstances
indicate that the
carrying amount
of an asset may
not be
recoverable.
These changes in
circumstances may
include a
significant
decrease in the
market value of
an asset or the
extent or manner
in which an asset
is used. If
there is an
indication that
the carrying
amount of an
asset may not be
recoverable,
future
undiscounted cash
flows expected to
result from the
use of the asset
are estimated.
If the sum of the
expected cash
flows is less
than the carrying
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value of the
asset, a loss is
recognized for
the difference
between the
carrying value
and fair market
value of the
asset.
Long-lived assets
classified as
held for sale are
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Accounting for
the Impairment of
Long-Lived Assets

(Continued)
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measured at the
lower of their
carrying amount
or fair wvalue
less cost to
sell.
Depreciation or
amortization is
discontinued on
long-lived assets
classified as
held for sale.

Income Taxes

First
Commonwealth
records taxes in
accordance with
the asset and
liability method
utilized by FASB
Statement No. 109
("FAS No. 109"),
"Accounting for
Income Taxes,"
whereby deferred
tax assets and
liabilities are
recognized for
the future tax
consequences
attributable to
differences
between the
financial
statement
carrying amount
of existing
assets and
liabilities and
their respective
tax bases given
the provisions of
the enacted tax
laws. Deferred
tax assets are
reduced, if
necessary, by the
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amount of such
benefits that are
not expected to
be realized based
upon available
evidence.

Comprehensive
Income
Disclosures

"Other
Comprehensive
Income"
(comprehensive
income, excluding
net income)
includes two
components, the
change in
unrealized
holding gains and
losses on
available for
sale securities
and the change in
unrealized gains
and losses on
derivatives used
in cashflow
hedging
relationships.
Both components
of other
comprehensive
income are
reported net of
related tax
effects in the
Statement of
Changes in
Shareholders'
Equity.

Cash and Cash
Equivalents

For purposes of
reporting cash
flows, cash and
cash equivalents
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include cash on
hand, amounts due

from banks and

Federal funds
sold. Generally,
Federal funds are
sold for one-day

periods.

Employee Stock
Ownership Plan

Accounting
treatment for
First
Commonwealth's
Employee Stock
Ownership Plan
("ESOP™"™)
described in NOTE
27 (Unearned ESOP
Shares) follows
Statement of
Position 93-6
("SOP 93-6"),
"Employers
Accounting for
Employee Stock
Ownership Plans,"
for ESOP shares
acquired after
December 31, 1992
("new shares").
First
Commonwealth has
elected, as
permitted under
SOP 93-6, not to
adopt this
statement for
ESOP shares
acquired on or
before December
31, 1992 ("old
shares") .

ESOP shares
purchased subject
to debt
guaranteed by
First
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Commonwealth are
recorded as a
reduction of

common
shareholders'
equity by
charging unearned
ESOP shares. As
shares are
committed to be
released to the
ESOP Trust for
allocation to
plan
participants,
unearned ESOP
shares is
credited for the
average cost of
the shares to the
ESOP.

Compensation cost

recognized for
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data)

NOTE 1--Statement
of Accounting
Policies
(Continued)

Employee Stock
Ownership Plan
(Continued)

new shares in
accordance with
the provisions of
SOP 93-6 is based
upon the fair
market value of
the shares that
are committed to
be released.
Additional
paid-in capital
is charged or
credited for the
difference
between the fair
value of the
shares committed
to be released
and the cost of
those shares to
the ESOP.
Compensation cost
recognized for
old shares
committed to be
released is
recorded at the
cost of those
shares to the
ESOP.

Dividends on both
old and new
unallocated ESOP
shares are used
for debt service
and are reported
as a reduction of
debt and accrued
interest
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payable.
Dividends on
allocated ESOP
shares are
charged to
retained earnings
and allocated or
paid to the plan
participants.
The average
number of common
shares
outstanding used
in calculating
earnings per
share excludes
all unallocated
ESOP shares.

Employee Stock
Option Plan

Prior accounting
guidelines permit
two alternate
methods of
accounting for
stock-based
compensation, the
intrinsic value
method of APB
Opinion No. 25
("APB 25"),
"Accounting for
Stock Issued to
Employees, " and
the fair value
method of the
Financial
Accounting
Standards Board
("FASB")
Statement of
Financial
Accounting
Standards No. 123
("FAS 123"),
"Accounting for
Stock-Based
Compensation."
In December 2002,
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the FASB issued
Statement of
Financial
Accounting
Standards No. 148
("FAS 148"),
"Accounting for
Stock-Based
Compensation-Transition
and Disclosure."
FAS 148 did not
amend FAS 123 to
require companies
to account for
employee stock
options using the
fair value method
but required all
companies with
stock-based
compensation to
provide
additional
disclosures,
regardless of
whether they
account for that
compensation
using the fair
value method of
FAS 123 or the
intrinsic value
method of APB
25. As permitted
under FAS 123,
First
Commonwealth had
elected to use
the intrinsic
value method to
measure
stock-based
compensation
under APB 25 and
to disclose in a
footnote to the
financial
statements, net
income and
earnings per
share determined
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as if the fair
value methodology

of FAS 123 had
been implemented.

No stock-based
employee
compensation
expense 1is
reflected in
First
Commonwealth's
net income as
reported in the
Consolidated
Statements of
Income because
all stock options
granted under
First
Commonwealth's
plan had an
exercise price
equal to the
market value of
the underlying
common stock on
the date of the

grant.

In December 2004,
the FASB issued
Statement of

Financial
Accounting
Standards No.123
(Revised) ("FAS
123(R)™),
"Share-Based
Payment." FAS

123 (R) replaces
FAS 123 and
supersedes APB
25. FAS 123 (R)
will require
companies to
measure
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compensation
costs for all
share-based
payments,
including
employee stock
options, using
the fair value
method. FAS
123 (R) applies to
new awards and to
awards modified,
repurchased or
cancelled
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Employee Stock
Option Plan
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(Continued)

after the
required
effective date.
Public companies
that used the
fair value method
for either
recognition or
disclosure under
FAS 123 will
apply FAS 123 (R)
using a modified
prospective
application.
Under the
modified
prospective
application,
compensation cost
is recognized on
or after the
required
effective date
for the portion
of the
outstanding
awards for which
the requisite
service has not
yet been
rendered, based
on the grant-date
fair value of
those awards
calculated under
FAS 123 for
either
recognition or
pro forma
disclosures. For
periods before
the required
effective date,
those companies
may elect to
apply a modified
retrospective
application.
Under the
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modified
retrospective
application
method, financial
statements for
prior periods are
adjusted on a
basis consistent
with the pro
forma disclosures
required for
those periods by
FAS 123.
According to FAS
123 (R), the
grant-date fair
value of stock
options will be
recognized as
compensation
expense in the
company's income
statement over
the requisite
service period or
the vesting
period. FAS
123(R) will
become effective
at the beginning
of the next
fiscal year that
begins after June
15, 2005, or
beginning on
January 1, 2006.
The adoption of
FAS 123 (R) is not
expected to have
a material impact
on First
Commonwealth's
financial
condition or
results of
operations. See
NOTE 28 (Stock
Option Plan) for
additional
information on
the Employee
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Stock Option
Plan.

The following
table illustrates
the effect on net

income and
earnings per
share if First
Commonwealth had
applied the fair
value recognition
provisions of FAS
No. 123 to
stock-based
employee
compensation:

December 31,

2005 2004 2003

Net income, as

reported $ 57,836 $ 38,652 $ 53,300

Deduct: Total
stock-based
employee
compensation
expense
determined
under fair
value based
method for
all awards,
net of
related tax

effect (43) (38) (1,352)

Pro forma net

income $ 57,793 $ 38,614 $ 51,948

Earnings per
share:
Basic - as
reported $ 0.83 $ 0.59 S 0.

90

Basic - pro
forma $ 0.83 $ 0.59 S 0.

88

Diluted -
as reported $ 0.83 $ 0.58 $ 0.

90

Diluted -
pro forma $ 0.83 $ 0.58 S 0.

87
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Average shares
outstanding
Average shares
outstanding
assuming
dilution

69,276,141 65,887,611

69,835,285 66,487,516
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NOTE 1--Statement
of Accounting
Policies
(Continued)

Derivative
Instruments and
Hedging
Activities

First
Commonwealth
accounts for

59,002,277

59,387,055
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derivative
instruments and
hedging
activities
utilizing
guidelines
established in
FASB Statement
No. 133 ("FASB
No. 133"),
"Accounting for
Derivative
Instruments and
Hedging
Activities," as
amended. First
Commonwealth
recognizes all
derivatives as
either assets or
liabilities on
the balance sheet
and measures
those instruments
at fair value.
Changes in fair
value of
derivatives
designated and
accounted for as
cash flow hedges,
to the extent
they are
effective as
hedges, are
recorded in
"Other
Comprehensive
Income, " net of
deferred taxes.
Any hedge
ineffectiveness
would be
recognized in the
income statement
line item
pertaining to the
hedged item.

Management
periodically
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reviews contracts
from various
functional areas
of First
Commonwealth to
identify
potential
derivatives
embedded within
selected
contracts.
Management has
identified
potential
embedded
derivatives in
certain loan
commitments for
residential
mortgages where
First
Commonwealth has
intent to sell to
an outside
investor. Due to
the short-term
nature of these
loan commitments
and the minimal
historical dollar
amount of
commitments
outstanding, the
corresponding
impact on First
Commonwealth's
financial
condition and
results of
operation has not
been material.
As of December
31, 2005, First
Commonwealth had
no freestanding
derivative or
hedging
instruments.

Earnings Per
Common Share
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Basic earnings
per share
excludes dilution
and is computed
by dividing
income available
to common
shareholders by
the
weighted-average
number of common
shares
outstanding for
the period less
unallocated ESOP
shares.

Diluted earnings
per share
reflects the
potential
dilution that
could occur if
securities or
other contracts
to issue common
stock were
exercised or
converted into
common stock or
resulted in the
issuance of
common stock that
then shared in
the earnings of
the entity. For
all periods
presented, the
dilutive effect
on average shares
outstanding is
the result of
compensatory
stock options
outstanding.
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NOTE 2-—-New
Accounting
Pronouncements

In November 2005,
the FASB issued
FASB Staff
Position FAS
115-1 and FAS
124-1 ("FSP FAS
115-1 and FAS
124-1"), "The
Meaning of
Other-Than-Temporary
Impairment and
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Its Application
to Certain
Investments."
FSP FAS 115-1 and
FAS 124-1
provides
additional
guidance on when
an investment in
a debt or equity
security should
be considered
impaired and when
that impairment
should be
considered
other—-than-temporary
and recognized as
a loss in
earnings.
Specifically, the
guidance
clarifies that an
investor should
recognize an
impairment loss
no later than
when the
impairment is
deemed
other—-than-temporary,
even 1f a
decision to sell
has not been
made. FSP FAS
115-1 and FAS
124-1 also
requires certain
disclosures about
unrealized losses
that have not
been recognized

as
other—-than-temporary
impairments. The

implementation of
FSP FAS 115-1 and
FAS 124-1 did not
have a material
impact on First
Commonwealth's
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financial
condition or
results of
operations.

In December 2003,
the American
Institute of

Certified Public
Accountants

issued Statement

of Position 03-3
("sop 03-3"),

"Accounting for

Certain Loans or

Debt Securities
Acquired in a

Transfer." SOP
03-3 requires

acquired loans,

including debt
securities, to be
recorded at the
amount of the
purchaser's
initial
investment and
prohibits
carrying over
valuation
allowances from
the seller for
those
individually
evaluated loans
that have
evidence of
deterioration in
credit quality
since
origination,
where it is
probable that the
company will be
unable to collect
all contractual
cash flows on the

loan. SOP 03-3

also requires the
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excess of all
undiscounted cash
flows expected to
be collected at
acquisition over
the purchaser's
initial
investment to be
recognized as
interest income
on a level-yield
basis over the
life of the
loan. Subsequent
increases in cash
flows expected to
be collected are
recognized
prospectively
through an
adjustment of the
loan's yield over
its remaining
life, while
subsequent
decreases are
recognized as
impairment.
Loans carried at
fair value,
mortgage loans
held for sale,
and loans to
borrowers in good
standing under
revolving credit
agreements are
excluded from the
scope of SOP
03-3. This
guidance was
effective for
loans acquired in
fiscal years
beginning after
December 15, 2004
and did not have
a material impact
on First
Commonwealth's
financial
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condition or
results of
operations.
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NOTE 2--New
Accounting
Pronouncements
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(Continued)

In May 2005, the
FASB issued
Statement of

Financial
Accounting

Standards No. 154
("FAS 154"),
"Accounting

Changes and Error

Corrections - a

replacement of

APB Opinion No.
20 and FASB
Statement No.

3." As it states

in the title, FAS

154 replaces APB

Opinion No. 20,
"Accounting
Changes, " and

FASB Statement

No. 3, "Reporting
Accounting
Changes in

Interim Financial

Statements." FAS

154 applies to
all voluntary
changes in
accounting
principle and
changes the
requirements for
the accounting
for and reporting
of a change in
accounting
principle.
Unlike APB

Opinion No. 20,

FAS 154 requires
changes in
accounting

principle to have

retrospective
application to
the financial
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statements from
prior periods to
which the change
applies unless it
is
impracticable.
FAS 154 will be
effective for
accounting
changes and
corrections of
errors that will
be made in fiscal
years beginning
after December
31, 2005. First
Commonwealth does
not expect the
implementation of
FAS 154 to have a
material impact
on its financial
condition or
results of
operations.
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NOTE
3-—-Supplemental
Comprehensive
Income
Disclosures

The following
table identifies
the related tax
effects allocated
to each component

of other
comprehensive
income in the

Statements of

Changes in

Shareholders'

Equity:

December 31, 2005 December 31, 2004

December 31, 2003

Tax Net of Tax Net of Tax Net of
Pretax (Expense) Tax Pretax (Expense) Tax Pretax (Expense) Tax
Amount Benefit Amount Amount Benefit Amount Amount Benefit Amount
(37,000) $ 12,950 $ (24,050) $ (3,723) $ 1,303 $ (2,420) $ (10,693) $ 3,742 $ (6,951
7,705 (2,697) 5,008 (4,051) 1,418 (2,633) (3,734
(5,745) 2,011
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realized in net
come

realized gains

osses) on

derivatives

ed in cash flow
hedging

lationships:

nrealized

1lding gains
(losses)

ising during

Statements and

Supplementary
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2005, 2004 and
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the period (946) 331 (615) (182) 64 (118) 11 (4) 7
et unrealized
ins (losses) (30,241) 10,584 (19,657) (7,956) 2,785 (5,171) (16,427) 5,749 (10,678
her
mprehensive
come (loss) $ (30,241) $ 10,584 (19,657) $ (7,956) $ 2,785 $ (5,171) $ (16,427) $ 5,749 $ (10,678
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2003
(Dollar Amounts
in Thousands,

except per share
data)

NOTE
4-—-Supplemental
Cash Flow
Disclosures

2005 2004 2003

Cash paid
during the
year for:
Interest $136,367 $110,729
Income taxes $ 9,040 S 6,302

Ur

101,361
16,080

Ur

Noncash

investing and

financing

activities:
ESOP loan

reductions $ 1,061 $ 1,332 S 1,061
ESOP

borrowings S 8,486 $ 5,513 S -0-

Loans
transferred to
other real
estate
owned and
repossessed
assets $ 5,388 S 4,613 S 4,270

Gross decrease
in market
value
adjustment
to securities
available
for sale $(29,295) S (7,774) $ (16,438)

Gross increase
(decrease) in
market value
adjustment
of derivative
instruments S (946) S (182) S 11

Treasury stock
reissued for
business
combination $ 203 $ 203 S 203
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NOTE
5--Restructuring
Charges

In July 2005, an
Executive Officer
of First
Commonwealth,
executed his
rights under a
previously
disclosed
employment
contract. First
Commonwealth
accrued expenses
of $700 related
to this
contract. These
expenses are
included as
restructuring
charges in First
Commonwealth's
Consolidated
Statement of
Income. In
addition to
payments to the
executive, this
amount includes
First
Commonwealth's
portion of
hospitalization
costs and
employer payroll
taxes. Under
terms of the
agreement,
payments will
begin within 90
days and will
follow First
Commonwealth's
normal payroll
cycle for a
period of 24
months.

In September 2005
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following the
resignation,
First
Commonwealth
announced that
the Board of
Directors
approved a plan
to reorganize the
operating
affiliates of the
company. As
part of this
reorganization,
First
Commonwealth
streamlined its
organizational
structure on
January 1, 2006,
by merging its
wholly owned
subsidiaries
First
Commonwealth
Trust Company,
First
Commonwealth
Systems
Corporation, and
First
Commonwealth
Professional
Resources, Inc.
with and into
First
Commonwealth
Bank, its
principal
operating
subsidiary. The
reorganization
initiative is an
extension of
First
Commonwealth's
continuing effort
to unify,
streamline and
simplify its
business
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structure and
operations, which
have been built
principally
through 15
mergers and
acquisitions
during the past
23 years. The
new structure
will help
expedite
strategic
business and
operational
decisions and
create a more
nimble
organization
capable of
responding more
rapidly to
evolving and
dynamic market
conditions. The
2005 period
includes one-time
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2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE
5-—-Restructuring
Charges
(Continued)

termination
benefits of
$4,737 related to
the
reorganization
initiative and
are included as
restructuring
charges in First
Commonwealth's
Consolidated
Statement of
Income. One-time
termination
benefits include
severance
payments,
hospitalization
costs and payroll
taxes. No
additional
charges related
to this plan are
expected in
future periods.
The restructuring
charges were for
72 employees
whose positions
were eliminated
as part of the
reorganization
initiative.

The costs related
to First
Commonwealth's
management
changes and
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reorganization
initiative were
recorded in
accordance with
FASB Statement of
Financial
Accounting
Standards No.
146, "Accounting
for Costs
Associated with
Exit or Disposal
Activities." The
restructuring and
other management
changes are
expected to
result in
prospective
annual pretax
cost savings of
$3,387.

The following is
a summary of the
2005
restructuring
liability:

Restructuring $ -0-
liability as of

January 1, 2005

Accrual related 700
to management

contract

Accrual related 4,737
to

reorganization
initiative

One—-time (2,122)
benefit

payments during

2005

Restructuring $ 3,315
liability as of
December 31,

2005
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NOTE 6--Merger
and Integration
Charges

During 2004,
First
Commonwealth
recorded merger
and integration
charges totaling
$2,125 ($1,381,
net of taxes).
The merger and
integration
charges related
to the
acquisition of
Pittsburgh
Financial Corp.
("PFC"). The
charges included
$485 related to
the write-off of
the unamortized
capitalized costs
for the
subordinated
debentures that
were previously
issued by PFC and
were called and
paid off in
January of 2004.
Also included in
the merger and
integration
charges were
$1,640 in salary
and benefit
severance
expenses that
were accrued
during the first
nine months of
2004. The
severance costs
were for 23
employees whose
positions were
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eliminated as
part of the
acquisition.

NOTE 7--Branch
Sale

In June 2005,
First
Commonwealth
Bank, a wholly
owned subsidiary
of First
Commonwealth
Financial
Corporation, sold
a branch office
located in State
College, PA.
Under the terms
of the purchase
and assumption
agreement,
$17,618 of
deposit
liabilities
associated with
the office were
sold. The
transaction
generated a
pre-tax gain of
approximately
$3,090 ($2,0009
after taxes) that
included the
premium on
deposits and the
gain on the sale
of premises and
equipment.
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NOTE 7--Branch
Sale (Continued)

First
Commonwealth Bank
completed an
additional branch
sale transaction
in November
2005. Under
terms of the
purchase and
assumption
agreement, First
Commonwealth Bank
sold branch
offices located
in Huntingdon,
Mount Union,
Saxton, Three
Springs and
Williamsburg,
PA. Deposit
liabilities
associated with
theses offices
amounted to
$108,355. The
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transaction
generated a
pre-tax gain of
$8,742 ($5,682
after taxes),
which includes a
premium on
deposits and a
gain on the sale
of premises and
equipment. First
Commonwealth
funded the
deposits
associated with
the branch sale
by selling
$100,000 of U.S.
Agency securities
with an average
yield of 2.53%
and an average
life of 1.4
years. First
Commonwealth
incurred a loss
from the
securities sale
of $2,722 before
taxes ($1,769
after taxes).
The gain on the
sale of branches
and the loss on
the sale of
securities were
included in First
Commonwealth's
Consolidated
Statements of
Income during
2005.

NOTE 8--Merchant
Services Sale
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In April 2005,
First
Commonwealth
completed an
asset sale and
merchant
processing
alliance with
First Data
Corporation
("First Data").
Under the terms
of the agreement,
First Data
acquired certain
assets of First
Commonwealth's
merchant
processing
business and will
provide merchant
payment
processing
services on
behalf of First
Commonwealth
Bank. First
Commonwealth Bank
will participate
in future revenue
related to both
the existing book
of merchant
business as well
as new business.
The transaction
generated a
pre-tax gain of
51,991 that was
included in First
Commonwealth's
Consolidated
Statements of
Income during
2005.

NOTE 9--Cash and
Due From Banks on

Demand

Regulations of
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the Board of
Governors of the
Federal Reserve
System impose
uniform reserve
requirements on
all depository
institutions with
transaction
accounts
(checking
accounts, NOW
accounts, etc.).
Reserves are
maintained in the
form of vault
cash or a
noninterest-bearing
balance held with
the Federal
Reserve Bank.
First
Commonwealth Bank
maintained with
the Federal
Reserve Bank
average balances
of $1,853 during
2005 and $612
during 2004.

NOTE
10--Derivative
Instruments

In December 2005,
First
Commonwealth
terminated its
three interest
rate swaps that
were classified
as cash flow
hedges. First
Commonwealth paid
an early
termination
penalty equal to
the market wvalue
of the swaps as
of the
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termination date
in the amount of
$1,117. The
termination
penalty, net of
deferred taxes,
was classified as
"Other
Comprehensive
Income" in the
Consolidated
Balance Sheets as
of December 31,
2005. The
penalty will be
recognized as a
reduction of
earnings over the
remaining
original term of
the interest rate
swaps as of the
termination date,
which is
seventeen
months. First
Commonwealth
expects to
recognize $994 as
a reduction of
interest income
during 2006.
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Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE
l1--Securities
Available For

Sale

Below is an
analysis of the
amortized cost
and approximate
fair values of

securities
available for
sale at December

31, 2005 and

2004:
2005 2004
Gross Gross Approximate Gross Gross Approximate
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value

U.S. Treasury
Securities $ 30,477 $ -0- $ (35) $ 30,442 $ 23,470 $ 4 $ -0- $ 23,474
Obligations of
U.sS.
Government

Corporation
and Agencies:

Mortgage
Backed
Securities 1,130,425 3,141 (23,774) 1,109,792 1,362,705 11,219 (10,874) 1,363,050

Other 245,803 -0- (3,923) 241,880 277,085 211 (3,227) 274,069
Obligations of
States and

Political
Subdivisions 194,305 5,005 (166) 199,144 190,895 6,810 (75) 197,630
Debt -0- -0- -0- -0- -0- -0- -0- -0-
Securities
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Issued

by Foreign

Governments

Corporate
Securities

Other Mortgage

Backed
Securities

Total Debt

Securities

Equities

Total
Securities
Available

for Sale
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195,286 5,342 (686) 199,942 206,719 8,403

1,367 -0- (10) 1,357 2,217 76

(458)

214, 664

2,293

1,797,663 13,488 (28,594) 1,782,557 2,063,091 26,723

68,062 1,919 (552) 69,429 83,665 3,468

(14,634)

2,075,180

87,133

$1,865,725 $15,407 $(29,146) $1,851,986 $2,146,756 $30,191

$(14,634)

$2,162,313
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NOTE
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ll1-—-Securities
Available For
Sale (Continued)

Mortgage backed
securities
include mortgage
backed
obligations of
U.S. Government
agencies and
corporations,
mortgage backed
securities issued
by other
organizations and
other asset
backed
securities.
These obligations
have contractual
maturities
ranging from less
than one year to
approximately 28
years and have an
anticipated
average life to
maturity ranging
from less than
one year to
approximately
seven years. All
mortgage backed
securities
contain a certain
amount of risk
related to the
uncertainty of
prepayments of
the underlying
mortgages.
Interest rate
changes have a
direct impact
upon prepayment
speeds, therefore
First
Commonwealth uses
computer
simulation models
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to test the
average life and
yield volatility
of all mortgage
backed securities
under wvarious
interest rate
scenarios to
ensure that
volatility falls
within acceptable
limits. At
December 31, 2005
and 2004, First
Commonwealth
owned no high
risk mortgage
backed securities
as defined by the
Federal Financial
Institutions
Examination
Council's
Supervisory
Policy Statement
on Securities
Activities.

The amortized
cost and
estimated market
value of debt
securities at
December 31,
2005, by
contractual
maturity, are
shown below.
Expected
maturities will
differ from
contractual
maturities
because borrowers
may have the
right to call or
repay obligations
with or without
call or
prepayment
penalties.
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Amortized Approximate

Cost Fair Value

Due within

1 year

Due after 1
but within

5 years

Due after 5
but within

10 years

Due after

10 years

Mortgage
Backed

$ 98,603 $ 97,815
210,988 207,551
40,044 41,060
316,236 324,982
665,871 671,408

Securities 1,131,792 1,111,149

Total Debt

Securities $1,797,663

$1,782,557

Proceeds from the
sales of
securities
available for
sale were
$328,791,
$115,726 and
$62,941 during
2005, 2004 and
2003,
respectively.
Gross gains of
$469, $4,214 and
$5,709 and gross
losses of $8,192,
$302 and $-0-
were realized on
those sales
during 2005, 2004
and 2003,
respectively.

Securities
available for
sale with an
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approximate fair
value of
$1,010, 992 and
$1,090,019 were
pledged at
December 31, 2005
and 2004,
respectively, to
secure public
deposits and for
other purposes
required or
permitted by law.
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NOTE
l11--Securities
Available For

Sale (Continued)

The following
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table shows the
book wvalue or
fair market wvalue
of securities
available for
sale as of
December 31,

2003:
Approximate
Fair
Value

U.S. Treasury Securities $ 24,319
Obligations of U.S. Government Corporation

and Agencies:

Mortgage Backed Securities 1,214,751

Other 252,038
Obligations of States and Political

Subdivisions 161,341
Debt Securities Issued by Foreign Governments 50
Corporate Securities 213,234
Other Mortgage Backed Securities 4,214

Total Debt Securities 1,869,947
Equities 99,229

Total Securities Available for Sale S 1,969,176

74
FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

218



Obligations
of U.S.
Government
Corporation
and
Agencies:

Mortgage
Backed
Securities

Other

Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

ITEM 8.
Financial
Statements and

Supplementary
Data (Continued)

Notes to
Consolidated
Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE
12—--Securities
Held to Maturity

Below is an
analysis of the
amortized cost
and approximate
fair values of
debt securities

held to maturity
at December 31,
2005 and 2004:

2005 2004
Gross Gross Approximate Gross Gross Approximate
Amortizedinrealizednrealized Fair AmortizedinrealizeWinrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
$ 2,478 $ 58 $ -0- $ 2,536 $ 4,389 $ 208 $ -0- $ 4,597
-0- -0- -0- -0- -0- -0- -0- -0-
84,974 2,080 (91) 86,963 73,370 3,514 -0- 76,884
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Obligations
of States and
Political
Subdivisions
Debt
Securities
Issued by
Foreign
Governments 305 -0- -0- 305 405 -0- -0- 405
Corporate
Securities -0- -0- -0- -0- -0- -0- -0- -0-
Total
Securities
Held to
Maturity $87,757  $2,138 $(91) $89,804 $78,164  $3,722 $ -0- $81,886
The amortized
cost and
estimated market
value of debt
securities at
December 31,
2005, by
contractual
maturity, are
shown below.
Expected
maturities will
differ from
contractual
maturities
because borrowers
may have the
right to call or
repay obligations
with or without
call or
prepayment
penalties.
Amortized Approximate
Cost Fair Value
Due within 1 year $ 879 $ 889
Due after 1 but within 5 years 11,847 12,036
Due after 5 but within 10 years 31,745 32,984
Due after 10 years 40,808 41,359
85,279 87,268
Mortgage Backed Securities 2,478 2,536
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Total Debt Securities

S 87,757

89,804
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NOTE
12—--Securities
Held to Maturity
(Continued)

There were no
sales of
securities held
to maturity in
2005, 2004 or
2003.

Securities held
to maturity with
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an amortized cost
of $85,339 and
$70,227 were
pledged at
December 31, 2005
and 2004,
respectively, to
secure public
deposits and for
other purposes
required or
permitted by law.

The following
table shows the
book wvalue or
amortized cost of
securities held
to maturity as of
December 31,
2003:

Amortized
Cost
Obligations of U.S. Government Corporation
and Agencies:
Mortgage Backed Securities S 8,143
Other 10,000
Obligations of States and Political
Subdivisions 76,716
Debt Securities Issued by Foreign Governments 408
Corporate Securities 8,987
Total Securities Held to Maturity $ 104,254
NOTE

13--0Other-Than-Temporary
Impairment of
Investments

The following
table presents
the gross
unrealized losses
and fair wvalues
at December 31,
2005 by
investment
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category and time
frame for which
the loss has been

outstanding:

Less Than 12

Months 12 Months or More Total
Description of Fair Unrealized Fair Unrealized Fair Unrealized
Securities Value Losses Value Losses Value Losses
U.S. Treasury
Obligations $ 2,954 $ (35) % -0-$ -0-$ 2,954 $ (35)
U.S. Government
Agency
Obligations 118,692 (1,483) 123,188 (2,440) 241,880 (3,923)
U.S. Government
Agency
CMO and MBS 365,136 (5,891) 482,786 (17,883) 847,922 (23,774)
Corporate
Securities 25,257 (367) 25,828 (319) 51,085 (686)
Municipal
Securities 28,318 (237) 681 (20) 28,999 (257)
Other Mortgage
Backed
Securities 1,357 (10) -0- -0- 1,357 (10)
Total Debt
Securities 541,714 (8,023) 632,483 (20,662) 1,174,197 (28,685)
Equity 5,300 (552) -0- -0- 5,300 (552)
Total
Securities $547,014 $(8,575) $632,483 $(20,662)$1,179,497 $(29,237)
76
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NOTE 13--Other

Than Temporary

Impairment of
Investments
(Continued)

At December 31,
2005, 96% of the
unrealized losses
were comprised of
fixed income
securities issued
by U.S.
Government
agencies, U.S.
Government
sponsored
agencies and
investment grade
municipalities.
Corporate fixed
income securities
comprised 2% of
the unrealized
losses and equity
securities
accounted for the
remaining 2%.
The corporate
fixed income
securities
consist of twelve
issues by
financial service
companies and
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three trust
preferred pools
structured from
issuers from the
financial
services
industry. Three
of the issues are
non-rated and
have unrealized
losses of $45, or
..2% of the
total. A total
of 231 positions
of the total
fixed income
securities are
temporarily
impaired and none
individually has
an unrealized
loss of more than
8% of its
respective
amortized cost
basis. The
unrealized losses
in the equity
securities
category consist
of three issues
and no security
has been at a
loss for more
than five
months.
Management does
not believe any
individual loss
as of December
31, 2005
represents an
other—-than-temporary
impairment. The
unrealized losses
are predominantly
attributable to
changes in
interest rates
and not from the
deterioration of
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the
creditworthiness
of the issuer.
Management has
both the intent
and ability to
hold the
securities
represented in
the table for a
time necessary to
recover the
amortized cost.

The following
table presents
the gross
unrealized losses
and fair wvalues
at December 31,
2004 by
investment
category and time
frame for which
the loss has been
outstanding:

Less Than 12

Months 12 Months or More Total

Description of Fair Unrealized Fair Unrealized Fair Unrealized

Securities Value Losses Value Losses Value Losses
U.S. Treasury

Obligations $ -0-$ -0-$ -0-3 -0-$ -0-$ -0-
U.S. Government
Agency

Obligations 199,421 (2,766) 24,513 (461) 223,934 (3,227)
U.S. Government
Agency

CMO and MBS 533,729 (3,835) 304,180 (7,039) 837,909 (10,874)
Corporate
Securities 29,860 (178) 18,290 (280) 48,150 (458)
Municipal
Securities 577 -0- 3,522 (75) 4,099 (75)
Total
Securities $763,587 $(6,779) $350,505 $(7,855)$1,114,092 $ (14,634)
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NOTE 14--Loans

Loans at year end
were divided
among these

general
categories:

December 31,

2005 2004

Commercial, S 729,962 $ 715,280
financial,
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agricultural and
other
Real estate
loans:
Construction
and land
development 78,279 71,351
1-4 family
dwellings 1,213,223 1,164,707
Other real
estate loans 987,798 988,611
Loans to
individuals for
household,
family and
other personal
expenditures 610, 648 562,321
Leases, net of
unearned income 4,468 12,815

Subtotal 3,624,378 3,515,085

Unearned income (119) (252)

Total loans
and leases $3,624,259 $3,514,833

Most of First
Commonwealth's
business activity
was with
customers located
within
Pennsylvania.
The portfolio is
well diversified,
and as of
December 31, 2005
and 2004, there
were no
significant
concentrations of
credit.

The following
table identifies
the amount of
nonperforming
loans as of
December 31:

2005 2004
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Loans on nonaccrual basis
Past due more than 90 day

Renegotiated loans

Total nonperforming 1

$ 11,391 $ 10,732
s 13,977 14,671
173 183
oans S 25,541 S 25,586
78
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NOTE
15--Allowance for

Credit Losses

The following
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table illustrates
the changes in
First
Commonwealth's
allowance for
credit losses
during the
periods
presented:

2005 2004 2003

Allowance at
January 1 $41,063 $37,385 $34,496

Additions:
Recoveries

of

previously

charged off

loans 1,247 1,237 1,705
Provisions

charged to

operating

expense 8,628 8,070 12,770
From

acquisition -0- 4,983 3,109

Deductions:
Loans

charged off 11,446 10,612 14,695

Allowance at
December 31 $39,492 $41,063 $37,385

Relationship to
impaired loans:

2005 2004 2003

Recorded
investment in
impaired loans
at
end of
period $11,564 $10,915 $12,654
Average
balance of
impaired loans
for
the year $11,895 $12,601 $19,866
Allowance for $ 1,474 $ 2,252 $ 2,048
credit losses
related to
impaired
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loans
Impaired loans
with an
allocation of
the
allowance
for credit
losses $ 5,276 $ 6,500 S 6,327
Impaired loans
with no
allocation of
the
allowance
for credit
losses $ 6,288 S 4,415 S 6,327
Income
recorded on
impaired loans
on a
cash basis S 506 S 307 $ 1,185
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2003
(Dollar Amounts
in Thousands,

except per share
data)

NOTE 16--Variable
Interest Entities

In January 2003,
the FASB issued
FIN 46 and in
December 2003
issued FIN 46R.
FIN 46R clarified
some of the
provisions of FIN
46 and exempted
certain entities
from the original
requirements of
FIN 46. As
defined by FIN
46, a VIE is a
corporation,
partnership,
trust or any
other legal
structure used
for business
purposes that
either (a) does
not have equity
investors with
voting rights or
(b) has equity
investors that do
not provide
sufficient
financial
resources for the
entity to support
its activities.
Under FIN 46R, an
entity that holds
a variable
interest in a VIE
is required to
consolidate the
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VIE if the entity
is subject to a
majority of the

risk of loss from

the VIE's
activities, is
entitled to
receive a
majority of the
entity's residual
returns or both.

As part of its
community
reinvestment
initiatives,
First
Commonwealth
invests in
qualified
affordable
housing projects
as a limited
partner. First
Commonwealth
receives federal
affordable
housing tax
credits and
rehabilitation
tax credits for
these limited
partnership
investments.
First
Commonwealth's
maximum potential
exposure to these
partnerships is
$5,025, which
consists of the
limited
partnership
investments as of
December 31,
2005. Based on
FIN 46R, First
Commonwealth has
determined that
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these investments
will not be
consolidated but
continue to be
accounted for
under the equity
method whereby
First
Commonwealth's
portion of
partnership
losses are
recognized as
incurred.

NOTE
17--Financial
Guarantees

First
Commonwealth is a
party to
financial
instruments with
off-balance sheet
risk in the
normal course of
business to meet
the financial
needs of its
customers. These
financial
instruments
include
commitments to
extend credit,
standby letters
of credit and
commercial
letters of
credit. Those
instruments
involve, to
varying degrees,
elements of
credit and
interest rate
risk in excess of
the amount
recognized in the
balance sheet.
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The contract or
notional amount
of those
instruments
reflects the
extent of
involvement that
First
Commonwealth has
in particular
classes of
financial
instruments.

As of December
31, 2005 and
2004, First

Commonwealth did
not own or trade
other financial
instruments with
significant
off-balance sheet
risk including
derivatives such
as futures,
forwards, option
contracts and the
like, although
such instruments
may be
appropriate to
use in the future
to manage
interest rate
risk. See NOTE

10 (Derivative

Instruments) for
a description of
interest rate
swaps.

First
Commonwealth's
exposure to
credit loss in
the event of
nonperformance by
the other party
of the financial
instrument for
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commitments to
extend credit,
standby letters
of credit and
commercial
letters of credit
written is
represented by
the contract or
notional amount
of those
instruments.
First
Commonwealth uses
the same credit
policies in
making
commitments and
conditional
obligations as it
does for
on-balance sheet
instruments.
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data)

NOTE
17--Financial
Guarantees
(Continued)

The following
table identifies
the notional
amount of those
instruments at
December 31, 2005

and 2004:
2005 2004
Financial
instruments
whose contract
amounts
represent

credit risk:

Commitments

to extend

credit $889,489 $744,942
Standby

letters of

credit S 21,127 $ 23,079
Commercial

letters of

credit $ 164 $ 215

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
generally have
fixed expiration
dates or other
termination
clauses and may
require payment
of a fee. Since
many of the
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commitments are
expected to
expire without
being drawn upon,
the total
commitment
amounts do not
necessarily
represent future
cash
requirements.
First
Commonwealth
evaluates each
customer's
creditworthiness
on a case—-by-case
basis. The
amount of
collateral
obtained, if
deemed necessary
by First
Commonwealth upon
extension of
credit, is based
on management's
credit evaluation
of the
counter-party.
Collateral that
is held varies
but may include
accounts
receivable,
inventory,
property, plant
and equipment,
residential and
income-producing
commercial
properties.

Standby letters
of credit and
commercial
letters of credit
are conditional
commitments
issued by First
Commonwealth to
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guarantee the
performance of a
customer to a
third party.
Those guarantees
are primarily
issued to support
public and
private borrowing
arrangements.
The credit risk
involved in
issuing letters
of credit is
essentially the
same as that
involved in
extending loan
facilities to
customers.

Current notional
amounts
outstanding at
December 31,
2005, for
financial standby
letters of credit
and performance
standby letters
of credit include
amounts of
$15,673 and
$4,344,
respectively,
issued during
2005 and subject
to the provisions
of FIN 45. There
is currently no
liability
recorded on First
Commonwealth's
balance sheet
related to these
letters of

credit.
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NOTE 18--Premises
and Equipment

Premises and
equipment are
described as

follows:

Estimated

Useful Life 2005 2004
Land Indefinite $ 10,479 $ 10,257
Buildings and 10-50
improvements Years 64,719 61,048
Leasehold
improvements 5-40 Years 12,899 11,132
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Furniture and

equipment 3-10 Years 70,461 68,819
Software 3-7 Years 19,701 18,636

Subtotal 178,259 169,892

Less
accumulated
depreciation
and

amortization 117,399 112,927

Total
premises and

equipment $ 60,860 $ 56,965

Depreciation and
amortization
related to
premises and
equipment was
$8,608 in 2005,
$8,017 in 2004
and $7,261 in
2003.

First
Commonwealth
leases various
premises and
assorted
equipment under
noncancellable
agreements.
Total future
minimal rental
commitments at
December 31,
2005, were as
follows:

Premises Equipment

2006 $ 2,391 S 590
2007 2,200 225
2008 1,958 225
2009 1,659 111
2010 1,437 111
Thereafter 9,814 -0-
Total $19,459 $ 1,262
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Included in the
lease commitments
above 1s $794 in
lease payments to
be paid under a
sale—-leaseback
arrangement. The
sale—leaseback
transaction began
in 2005 and
resulted in a
gain of $297 on
the sale of a
branch being
recognized over
the 15 year lease
term through
2020.

Under the terms
of various lease
agreements,
increases in
utilities and
taxes may be
passed on to the
lessee. Such
adjustments are
not reflected in
the above table.
Additionally,
various lease
renewal options
are available and
are not included
in the minimum
lease commitments
until such
options are
exercised. Total
lease expense
amounted to
$2,929 in 2005,
$3,180 in 2004
and $1,939 in
2003.
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NOTE 19-Goodwill
and Other
Amortizing

Intangible Assets

Preliminary
goodwill in the
amount of $93,921
was recorded as
of December 31,
2004 in
connection with
the acguisition
of GA Financial,
Inc. in May
2004. During
2005, a reduction
of $905 was
recorded to
result in final
goodwill in the
amount of $93,016
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being recorded
for the
acquisition as of
December 31,
2005.

First
Commonwealth's
amortizing
intangible assets
include $15, 700
and $3,270 in
customer deposit
base intangibles
that were
recorded as part
of the GA
Financial, Inc.
and Pittsburgh
Financial
Corporation
acquisitions,
respectively.
The accumulated
amortization on
these intangible
assets was $3,721
as of December
31, 2005 and
$1,462 as of
December 31,
2004.
Amortization
expense on the
customer deposit
base intangibles
is expected to
total $2,259 for
the calendar
years 2006
through 2009 and
$1,705 in 2010.
The
weighted-average
remaining useful
life of the
customer deposit
base intangible
is approximately
nine years.
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NOTE
20--Interest-Bearing
Deposits

Components of
interest-bearing
deposits at
December 31 were
as follows:

2005 2004

NOW and Super NOW

accounts S 94,325 S 92,168
Savings and MMDA

accounts 1,661,482 1,703,258
Time deposits 1,749,101 1,568,206

Total
interest-bearing
deposits $3,504,908 $3,363,632

Interest-bearing
deposits at
December 31, 2005
and 2004, include
allocations from
NOW and Super NOW
accounts of
$463,901 and
$451, 938,
respectively,
into Savings and
MMDA accounts.
These
reallocations are
based on a
formula and have
been made to
reduce First
Commonwealth's
reserve
requirement in
compliance with
regulatory
guidelines.

Included in time
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deposits at
December 31, 2005
and 2004, were
certificates of
deposit in
denominations of
$100 or more of
$607,868 and
$417,988,
respectively.

Interest expense
related to $100
Oor greater
certificates of
deposit amounted
to $20,116 in
2005, $15,652 in
2004 and $18,227
in 2003.
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2003
(Dollar Amounts
in Thousands,

except per share
data)

NOTE
20--Interest-Bearing
Deposits
(Continued)

Included in time
deposits at
December 31,

2005, were
certificates of
deposit with the

following
scheduled
maturities:

2006 S 920,816
2007 490,132
2008 172,702
2009 73,614
2010 and

thereafter 91,837

$1,749,101

NOTE
21--Short-term
Borrowings

Short-term
borrowings at
December 31 were
as follows:

2005

2004 2003
Ending Average Average Ending Average Average Ending Average Average
Balance Balance Rate Balance Balance Rate Balance Balance Rate

Federal
funds
purchased $ 40,525 $ 56,213 3.38% S 35,750 $ 81,972 1.46% $ 14,100 $ 68,455 1.32%
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150,000 137,692

348,391 431,696

126,749 171,547
$ 665,665 $797,148
$ 943,447

3.

25% 340,000 230,204
.90% 477,562 466,381
.16% 93,162 18,035
.05% $ 946,474 $796,592

$1,015,881
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NOTE
21--Short-term
Borrowings

1.75%

1.51%

120,000 151,860

450,140 326,226

49,887 7,592
$634,127 $554,133
$699,326

.22%
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(Continued)

Interest expense
on short-term
borrowings for
the years ended
December 31 is
detailed below:

2005 2004 2003

Federal

funds

purchased $ 1,900 $ 1,199 S 902
Borrowings

from FHLB 4,474 4,040 2,019
Securities

sold under

agreements

to

repurchase 12,514 6,452 3,768
Treasury,

tax and

loan note

option 5,417 298 66

Total
interest on
short-term
borrowings $24,305 $11,989 $6,755

NOTE
22——Subordinated
Debentures

Subordinated
Debentures
outstanding at
December 31 are
as follows:

2005 2004
Amount Rate Amount Rate

Subordinated
Debentures:

Owed to First
Commonwealth
Capital Trust I and
due 2029 $ 36,083 9.50% $ 36,083 9.50%

Owed to First 30,929 LIBOR 30,929 LIBOR
Commonwealth +2.85% +2.85%

Capital Trust II
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and due 2034
Owed to First
Commonwealth
Capital Trust III
and due 2034 41,238 5.888% 41,238 5.888%

Total junior
subordinated
debentures owed to
unconsolidated
subsidiary trusts $108,250 $108,250

First
Commonwealth has
established three

trusts, First
Commonwealth
Capital Trust I,
First
Commonwealth
Capital Trust II
and First
Commonwealth
Capital Trust
III, of which
100% of the
common equity is
owned by First
Commonwealth.
The trusts were
formed for the
purpose of
issuing company
obligated
mandatorily
redeemable
capital
securities to
third-party
investors and
investing the
proceeds from the
sale of the
capital
securities solely
in junior
subordinated debt
securities
("subordinated
debentures") of
First
Commonwealth.
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The subordinated
debentures held
by each trust are
the sole assets
of the trust.

Proceeds from
subordinated
debentures issued
to First
Commonwealth
Capital Trust III
and First
Commonwealth
Capital Trust II
in March 2004 and
December 2003,
respectively,
were used to
finance the
business
combination of GA
Financial,

Inc.

Interest on the
debentures issued
to First
Commonwealth
Capital Trust III
is paid quarterly
at a fixed rate
of 5.888% for
each interest
payment prior to
April 2009 and
LIBOR plus 2.85%
for each payment
beginning with
April 2009 and
after. LIBOR is
reset quarterly.
Subject to
regulatory
approval, First
Commonwealth may
redeem the
debentures, in
whole or in part,
at its option on
any interest
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payment date on
or after April 7,
2009, at a
redemption price
equal to 100% of
the principal
amount of the
debentures.
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NOTE
22—--Subordinated
Debentures
(Continued)

Subject to
regulatory
approval, First
Commonwealth may
also redeem the
debentures prior
to April 7, 2009,
within 90 days
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following the
occurrence of
certain tax or
bank regulatory
events at a
special
redemption price
that is greater
than 100%.
Deferred issuance
costs of $630 are
being amortized
on a
straight-1line
basis over the
term of the
securities.

Interest on the
debentures issued
to First
Commonwealth
Capital Trust II
is paid quarterly
at a floating
rate of LIBOR
plus 2.85% which
is reset
quarterly. First
Commonwealth may
redeem the
debentures, in
whole or in part,
at its option on
or after January
23, 2009, at a
redemption price
equal to 100% of
the principal
amount of the
debentures, plus
accrued and
unpaid interest
to the date of
the redemption.
Subject to
regulatory
approval, First
Commonwealth may
also redeem the
debentures prior
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to January 23,
2009, within 90
days following
the occurrence of
certain tax or
bank regulatory
events at a
special
redemption price
that is greater
than 100%.
Deferred issuance
costs of $471 are
being amortized
on a
straight-1line
basis over the
term of the
securities.

The subordinated
debentures issued
to First
Commonwealth
Capital Trust I
have the same
economic terms as
the capital
securities issued
by the trust.
The trust will
redeem all of the
outstanding
capital
securities when
the debentures
are paid at
maturity.
Subject to
regulatory
approvals, First
Commonwealth may
redeem the
debentures, in
whole or in part,
at any time on or
after September
1, 2009, at a
redemption price
equal to 104.75%
of the principal
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amount of the
debentures on
September 1,
2009, declining
ratably on each
September 1
thereafter to
100% on September
1, 2019, plus
accrued and
unpaid interest
to the date of
the redemption.
First
Commonwealth may
also redeem the
debentures prior
to September 1,
2009, upon the
occurrence of
certain tax or
bank regulatory
events, subject
to regulatory
approval.
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NOTE 23--Other
Long-term Debt

Other long—-term
debt at December

31 follows:
2005 2004
Weighted Weighted Weighted Weighted
Average Average Average Average
Contractual Effective Contractual Effective
Amount Rate Rate Amount Rate Rate
ESOP loan
due:
December
2005 S -0- $ 661 LIBOR+1% LIBOR+1%
December
2012 13,600 LIBOR+1.25% LIBOR+1.25% 5,514 LIBOR+1.25% LIBOR+1.25%
Repos
due:
2008 21,405 5.51% 2.46% 21,970 5.51% 2.46%
Borrowings
from FHLB
due:
2005 -0- 8,288 5.44% 2.05%
2006 40,751 3.49% 3.02% 40,930 3.50% 3.02%
2007 66,158 3.94% 3.56% 75,855 3.86% 3.49%
2008 87,957 5.35% 3.49% 106,435 4.97% 3.30%
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216,783 4.26% 3.65% 222,563 4.25% 3.66%
147,574 5.13% 4.01% 148,822 5.14% 4.01%
58,538 4.95% 3.99% 59,674 4.96% 4.01%
16,323 5.41% 4.58% 17,165 5.40% 4.61%
1,538 5.65% 5.65% 1,646 5.65% 5.65%
5,676 6.17% 6.17% 5,983 6.17% 6.17%
7,132 5.72% 5.72% 7,470 5.72% 5.72%
761 7.37% 7.37% 790 7.37% 7.37%
7,298 5.90% 5.90% 7,558 5.90% 5.90%
$691,494 $731,324
The

weighted-average
contractual rate
reflects the rate
due to
creditors. The
weighted-average
effective rates
of long-term debt
in the schedule
above include the
effects of
purchase
accounting
valuation
adjustments that
were recorded in
connection with
prior business
combinations.

FHLB advances in
the amount of
$322,575 are

convertible on a

quarterly basis
at the FHLB's
option into
floating rate

debt indexed to 3
month LIBOR.

Advances in the

amount of $7,500

become
convertible at
the FHLB's option
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into floating
rate debt indexed
to 3 month LIBOR
beginning April
24, 2006 and
quarterly
thereafter.
Advances in the
amount of
$160,000 are
convertible on a
quarterly basis
at the FHLB's
option into
floating rate
debt indexed to 3
month LIBOR but
only if 3 month
LIBOR is 6% or
higher. Should
the FHLB elect to
convert an
advance to a
floating rate,
First
Commonwealth has
the right to pay
off the advance
without penalty.

All Federal Home
Loan Bank stock,
along with an
interest in
unspecified
mortgage loans
and
mortgage—-backed
securities, with
an aggregate
statutory wvalue
equal to the
amount of the
above advances,
have been pledged
as collateral
with the Federal
Home Loan Bank of
Pittsburgh.

Capital
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securities
included in total
long—-term debt on
the Consolidated
Balance Sheets
are excluded from
this note, but
are described in
NOTE 22
(Subordinated
Debentures) .
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NOTE 23--Other
Long-term Debt
(Continued)

Scheduled loan
payments for
other long-term
debt are
summarized below:
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2006 2007 2008 2009 2010 Thereafter
Long-term debt
payments $59,905 $66,025 $114,566 $202,858 $147,027 $82,668
Purchase
valuation
amortization $ 5,365 $ 5,190 $ 4,056 $ 2,397 $ 1,034 $ 403

The amounts on
the purchase
valuation
amortization row
in the table
above include
fair market
adjustments that
were recorded in
connection with
prior business
combinations.

The third quarter
of 2004 included
a charge of
$29,495 ($19,172
after tax)
representing a
penalty for the
prepayment of
$440,000 in
Federal Home Loan
Bank, or FHLB,
long—-term
borrowings. The
prepayment
penalty is
reflected as
"Debt Prepayment
Fees" in the
Consolidated
Statements of
Income. The FHLB
borrowings were
replaced with
other borrowings
having maturities
ranging from
overnight to
2010. This
transaction
expanded the
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maturity
distribution of
the company's
FHLB advances to
minimize the
impact of
maturities on any
one year. It
also reduced the
initial interest
cost on the
$440,000 in FHLB
advances by 292
basis points

(2.92%). First
Commonwealth

expects that the
transaction will
result in an
increase in net
interest income
over the
remaining term of
the original
advances in
excess of the
prepayment
penalty.

NOTE 24--Common
Share Commitments

At December 31,
2005 and 2004,
First
Commonwealth had
100,000,000
common shares
authorized and
71,978,568 shares
issued. Issued
shares were
reduced by
1,600,652 shares
of treasury stock
at December 31,
2005 and
2,109,660 shares
of treasury stock
at December 31,
2004. During
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2004, 8,274,123
common shares
were issued to
fund the business
combination with
GA Financial,
Inc. First
Commonwealth may
be required to
issue additional
shares to satisfy
common share
purchases related
to the employee
stock ownership
plan described in
NOTE 26
(Retirement
Plans) . The
dilutive effect
of stock options
outstanding on
average shares
outstanding in
the diluted
earnings per
share reported on
the income
statement were
559,144, 599,905
and 384,778 at
December 31,
2005, 2004 and
2003,
respectively.

Treasury shares
consisting of
492,137 and
906,494 were
reissued during
2005 and 2004
upon exercise of
stock options.
Treasury shares
consisting of
16,871 and 16,107
were reissued in
2005 and 2004,
respectively, to
fund the business
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combination with
Strategic Capital
Concepts, Inc.
and Strategic
Financial
Advisors, Inc.
that took place
in 2002.
Treasury shares
consisting of
39,836 were
acquired in 2004
as part of the GA
Financial, Inc.
acquisition.
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NOTE 25--Income
Taxes
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The income tax
provision
consists of:

2005 2004 2003
Current tax
provision for
income
exclusive of
securities
transactions:
Federal $ 15,836 $ 4,138 $ 13,438
State -0- -0- -0-
Securities
transactions (2,686) 1,427 2,048
Total
current tax
provision 13,150 5,565 15,486
Benefit of
operating loss
carryforwards (603) (474) -0-
Deferred tax
provision
(benefit) 710 (1,384) (2,235)
Total tax
provision $ 13,257 $ 3,707 $ 13,251
Temporary
differences
between financial
Statement

carrying amounts
and tax bases of
assets and
liabilities that
represent
significant
portions of the
deferred tax
assets
(liabilities) at
December 31, 2005
and 2004, were as
follows:

2005 2004

Deferred tax
assets:
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Allowance for

credit losses $ 13,483 $ 13,997
Postretirement

benefits other

than pensions 1,157 1,211
Basis

difference in

assets acquired 3,921 6,409
Severance

expense 1,570 239
Net operating

loss

carryforward

from

acquisition 699 1,174
Alternative

minimum tax

credit

carryforward 3,604 3,297
Other tax

credit

carryforward 271 1,428
Deferred

compensation 989 854
Unrealized

loss on

securities

available for

sale 4,809 -0-

Other 1,314 825

Total
deferred tax
assets 31,817 29,434

Deferred tax

liabilities:

Accumulated

accretion of

bond discount (122) (121)
Unrealized

gain on

securities

available for

sale -0- (5,445)
Lease

financing

deduction (1,245) (3,243)
Loan

origination

fees and costs (1,650) (1,473)
Accumulated

depreciation (687) (1,737)

Other (709) (490)

Total
deferred tax
(liabilities) (4,413) (12,509)

Net deferred
tax asset $ 27,404 S 16,925

A net operating
loss carryforward
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from acquisition
of $1,998 is
remaining at
December 31,
2005. This
carryforward
expires in 2024.
A tax credit
carryforward of
$271 is remaining
as of December
31, 2005, and
expires in 2025.
Management
believes that
future taxable
income will be
sufficient to
fully realize the
deferred tax
assets associated
with these
carryforwards.
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data)

NOTE 25--Income
Taxes (Continued)

The total tax
provision for
financial
reporting differs
from the amount
computed by
applying the
statutory income
tax rate to
income before
taxes. The
differences are
as follows:

All employees
with at least one
year of service
are eligible to
participate in
the employee
stock ownership

2005 2004 2003
% of % of % of
Pretax Pretax Pretax
Amount Income Amount Income Amount Income
Tax at statutory
rate $24,882 35.0 $14,826 35.0 $23,293 35.0
Increase
(decrease)
resulting from:
Income from
bank owned life
insurance (1,887) (2.7) (1,805) (4.2) (1,520) (2.3)
Other
nontaxable
interest (8,206) (11.5) (7,364) (17.4) (7,332) (11.0)
Tax credits (958) (1.3) (1,428) (3.4) (651) (1.0)
Other (574) (0.8) (522) (1.2) (539) (0.8)
Total tax
provision $13,257 18.7 S 3,707 8.8 $13,251 19.9
NOTE
26—-—Retirement
Plans
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plan ("ESOP").
Contributions to
the plan are
determined by the
Board of
Directors and are
based upon a
prescribed
percentage of the
annual
compensation of
all
participants.
During the
current period,
the ESOP acquired
shares of First
Commonwealth's
common stock in a
transaction
whereby the ESOP
Trust borrowed
funds that were
guaranteed by
First
Commonwealth.
The borrowed
amounts represent
leveraged and
unallocated
shares, and
accordingly have
been recorded as
long—-term debt
with the offset
as a reduction of
common
shareholders'
equity.
Compensation
costs related to
the plan were
$1,406 in 2005,
$1,442 in 2004
and $938 in
2003. See NOTE
27 (Unearned ESOP
Shares) for
additional
information on
the ESOP.
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NOTE
26——Retirement
Plans (Continued)

First
Commonwealth also
has a savings
plan pursuant to
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the provisions of
section 401 (k) of
the Internal
Revenue code.
Under the terms
of the plan, each
participant will
receive an
automatic
employer
contribution to
the plan in an
amount equal to
3% of
compensation.
Each
participating
employee may
contribute up to
80% of
compensation to
the plan of which
up to 4% is
matched 100% by
the employer's
contribution.
The 401 (k) plan
expense was
$3,057 in 2005,
$2,977 in 2004
and $2,606 in
2003.

Upon shareholder
approval at the
regular 1998
meeting, First
Commonwealth
established a
"Supplemental
Executive
Retirement Plan"
("SERP") to
provide deferred
compensation for
a select group of
management. The
purpose of this
plan is to
restore some of
the benefits lost
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by the highly
compensated
employees
compared to other
employees due to
limits and
restrictions
incorporated into
First
Commonwealth's
401 (k) and ESOP
plans. First
Commonwealth's
401 (k) and ESOP
plans include
restrictions on
maximum
compensation,
actual deferral
percentage,
actual
contribution,
maximum
contribution and
maximum salary
reduction which
are required in
order to meet
specific legal
requirements.

Participants in
the SERP may
elect to
contribute up to
25% of
compensation
(compensation in
excess of limits
of First
Commonwealth's
401 (k) and ESOP
plans) into the
SERP, through
salary
reductions.
First
Commonwealth will
make an elective
contribution to
the SERP equal to
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the elective
deferred
compensation of
the participant
for the plan
year. Each
participant of
the SERP will
also receive a
matching
contribution
equal to 100% of
the employee's
elective
contribution up
to 4%, and an
additional
non-elective
contribution from
the employer
equal to 8% of
plan
compensation. In
addition, First
Commonwealth may
make an extra
non-elective
contribution for
plan
participants.
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NOTE
26——Retirement
Plans (Continued)

The SERP will
continue to
supplement First
Commonwealth's
401 (k) and ESOP
plans and will
therefore be
modified at the
same time and in
the same respect
as the basic
plans are
modified in
future periods.
The SERP plan
expense was $457
in 2005, $418 in
2004 and $235 in
2003.

Postretirement
Benefits other
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than Pensions for
Acquired
Subsidiaries

Employees of the
former Southwest
Bank and GA
Financial, Inc.
were covered by
postretirement
benefit plans.
The measurement
date for these
plans was October
1.

Net periodic
benefit cost of
these plans was

as follows:

2005 2004 2003
Service cost $ -0- $ -0- s -0-
Interest cost
on projected
benefit
obligation 220 308 338
Amortization
of transition
obligation 2 2 2
Loss (gain)
amortization (1) 84 121
Net periodic
benefit cost $221 $394 $461

The following
table sets forth
the funded status
of the plans and

the amounts
recognized on
First

Commonwealth's

Consolidated
Balance Sheet as
of December 31:

2005 2004
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Accumulated
post retirement
benefit
obligation:
Retirees S 4,607 S 3,784

Actives -0- -0-

Total

accumulated

postretirement

benefit

obligation 4,607 3,784
Plan assets at

fair value -0- -0-

Accumulated
postretirement
benefit
obligation in
excess of

plan assets 4,607 3,784
Unrecognized
transition
obligation (11) (13)
Unrecognized
net loss (1,290) (310)

Accrued benefit

liability

recognized on

the balance

sheet S 3,306 S 3,461
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NOTE
26——Retirement
Plans (Continued)

Postretirement
Benefits other
than Pensions for
Acquired
Subsidiaries
(Continued)

The following
table sets forth
the change in

benefit
obligation:
2005 2004
Benefit
obligation
at beginning
of year $ 3,784 S 5,901
Assumed
benefit
obligation
from
acquisition -0- 449
Service cost -0- -0-
Interest
cost 220 308
Benefit
payments (376) (451)
Actuarial
(gain) loss 979 (2,423)
Benefit
obligation
at end of
year S 4,607 S 3,784
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The discount rate
used in
determining the
actuarial present
value of the
accumulated
postretirement
benefit
obligation was
5.50% for 2005
and 6.00% for
2004. The health
care cost trend
rates used for
2005 were
projected at an
initial rate of
8.50% for 2006
decreasing over
time to an annual
rate of 4.75% in
2013 for both
indemnity plan
participants and
non-indemnity
plan
participants.
For 2004, rates
used were
projected at an
initial rate of
8.50% for 2005
decreasing over
time to an annual
rate of 4.75% in
2014 for both
indemnity plan
participants and
non—-indemnity
plan
participants.

The Medicare
Prescription
Drug, Improvement
and Modernization
Act of 2003 (the
"Act") introduced
a prescription
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drug benefit
under Medicare
Part D. The Act
also introduced a
federal subsidy
to sponsors of
retiree health
care benefit
plans that
provide a
prescription drug
benefit that is
at least
actuarially
equivalent to
Medicare Part D.
The
postretirement
plans of First
Commonwealth are
provided through
insurance
coverage;
therefore, First
Commonwealth will
not receive a
direct federal
subsidy. The
preceding
measures of the
accumulated
postretirement
benefit
obligation and
the net periodic
postretirement
benefit cost for
the 2004 period
assume that the
insurer will
receive the
subsidy and pass
those savings on
to First
Commonwealth
through reduced
insurance
premiums. The
measures for the
2005 period
assume that First
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Commonwealth will
not receive the
subsidy due to
the relatively
small number of

retirees.

The health care
cost trend rate
assumption can
have a
significant
impact on the
amounts reported
for this plan. A
one-percentage—-point
change in assumed
health care cost
trend rates would
have the
following
effects:

l-Percerltdgsrcentage—
Point Point
Increasdecrease

Effect on total

of service and

interest cost

components $ 14 S (13)
Effect on

postretirement

benefit

obligation $260 $(237)
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NOTE
26—-—Retirement
Plans (Continued)

Postretirement
Benefits other
than Pensions for
Acquired
Subsidiaries
(Continued)

As of December
31, 2005, the
projected benefit
payments for the
next ten years
are as follows:

Projected

Benefit

Payment
2006 S 459
2007 463
2008 439
2009 433
2010 412

2011-2015 1,730

The projected
payments were
calculated using
the same
assumptions as
those used to
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calculate the
benefit
obligations
included in this
note.

NOTE 27--Unearned
ESOP Shares

First
Commonwealth
Financial
Corporation
Employee Stock
Ownership Plan
Trust ("ESOP")
borrowed funds
which were
guaranteed by
First
Commonwealth.
The balance of
the ESOP related
loans was $13,600
at December 31,
2005 and $6,175
at December 31,
2004. First
Commonwealth used
$8,486 in
additional
borrowings to
purchase shares
during 2005.

The loans have
been recorded as
long-term debt on

First
Commonwealth's
Consolidated
Balance Sheets.
A like amount of
unearned ESOP
shares was

recorded as a

reduction of
common
shareholders'
equity. Unearned
ESOP shares,
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included as a
component of
shareholders'
equity, represent
First
Commonwealth's
prepayment of
future
compensation
expense. The
shares acquired
by ESOP are held
in a suspense
account and will
be released to
the ESOP for
allocation to the
plan participants
as the debt is
reduced. The
initial ESOP loan
was paid off
during 2005 while
the new loan is
scheduled to be
repaid over the
next seven
years. Payments
will be made from
contributions to
the ESOP by First
Commonwealth and
from dividends on
unallocated ESOP
shares.
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NOTE 27--Unearned
ESOP Shares
(Continued)

The following is
an analysis of
ESOP shares held
in suspense:

See NOTE 1
(Statement of
Accounting
Policies) for the
definition of
"old shares" and
"new shares."

0ld New

Total Shares Shares
Shares in
suspense
December
31, 2003 175,548 42,979 132,569
Shares
allocated
during
2004 (124,232) (28,832) (95,400)
Shares 421,800 -0- 421,800
acquired
during
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2004

Shares in

suspense

December

31, 2004 473,116 14,147 458,969
Shares

allocated

during

2005 (111,776) (14,147) (97,629)
Shares

acquired

during

2005 625,918 -0- 625,918

Shares in
suspense
December
31, 2005 987,258 -0- 987,258

The fair market
value of the new
shares remaining
in suspense was
approximately
$12,765 and
$7,064 at
December 31, 2005
and 2004,
respectively.

Interest on ESOP
loans was $515 in
2005, $142 in
2004 and $60 in
2003. During
2005, 2004 and
2003, dividends
on unallocated
shares in the
amount of $514,
$195 and $184,
respectively,
were used for
debt service
while all
dividends on
allocated shares
were allocated or
paid to the
participants.

NOTE 28--Stock
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Option Plan

At December 31,
2005, First
Commonwealth had
a stock-based
compensation
plan, which is
described below.
All of the
exercise prices
and related
number of shares
have been
restated to
reflect
historical stock
splits. The plan
permitted the
Executive
Compensation
Committee to
grant options for
up to 4.5 million
shares of First
Commonwealth's
common stock
through October
15, 2005.

The vesting
requirements and
terms of options
granted were at
the discretion of

the Executive

Compensation
Committee. All
options granted

in 2002 were
exercisable by

December 31,

2002. Options
granted from 2003
through 2004
vested
immediately on
the respective
grant dates. All
options expire
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ten years from
the grant date.
All equity
compensation
plans are
approved by

security holders.
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NOTE 28--Stock
Option Plan
(Continued)

At May 24, 2004,
First
Commonwealth
consummated its
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merger with GA
Financial, Inc.,
at which time all
outstanding GAF
options were
converted to
First
Commonwealth
options at a
conversion rate
of 2.752. These
options were not
granted from
First
Commonwealth's
existing stock
option plan.
First
Commonwealth
assumed the
option plan of GA
Financial, Inc.
Under this plan,
a total of
611,962 First
Commonwealth
shares were
reserved for
issuance due to
the exercise of
previously
granted GA
Financial, Inc.
options assumed
in the merger.
No further grants
will be made
under the GA
Financial, Inc.
plan.

At December 5,
2003, First
Commonwealth

consummated its
merger with
Pittsburgh

Financial

Corporation, at

which time all
outstanding
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Pittsburgh
Financial
Corporation
options were
converted to
First
Commonwealth
options at a
conversion rate
of 1.387. These
options were not
granted from
First
Commonwealth's
existing stock
option plan.
First
Commonwealth
assumed the
option plans of
Pittsburgh
Financial
Corporation.
Under these
plans, a total of
62,322 First
Commonwealth
shares were
reserved for
issuance due to
the exercise of
previously
granted
Pittsburgh
Financial
Corporation
options assumed
in the merger.
No further grants
will be made
under these
Pittsburgh
Financial
Corporation
plans.

Equity
Compensation Plan
Information as of

December 31,

2005:

288



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

Weighted
Average Shares
Exercise Available
Number of Price of for
Options Options Future
Outstandin@utstanding Grant

Equity
compensation
plans
approved by
security
holders (a) 2,164,421 $10.63 -0-

(a) Includes
plans assumed
through the
acquisitions of
GA Financial,
Inc. and
Pittsburgh
Financial
Corporation. As
of December 31,
2005, outstanding
options related
to these acquired
plans totaled
514,498 with a
weighted—-average
exercise price
per share of
$6.42.

First
Commonwealth had
elected, as
permitted by FAS
No. 123, to apply
APB Opinion 25
and related
interpretations
in accounting for
its plan.
Accordingly, no
compensation cost
has been
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recognized for
its stock options
outstanding. Had
compensation cost
for First
Commonwealth's
stock option plan
been determined
based upon the
fair value at the
grant dates for
awards under the
plan consistent
with the method
of FAS No. 123,
First
Commonwealth's
net income and
earnings per
share would have
been reduced to
the pro forma
amounts shown

below:
2005 2004 2003
As As As

Reported Pro Forma Reported Pro Forma Reported Pro Forma

$57,836  $57,793  $38,652  $38,614  $53,300  $51,948

earnings

per share$ 0.83 $ 0.83 $ 0.59 $ 0.59 $ 0.90 $
Diluted

earnings

per share$ 0.83 $ 0.83 $ 0.58 $ 0.58 $ 0.90 $

96
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Notes to
Consolidated
Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE 28--Stock
Option Plan
(Continued)

The
weighted-average
grant-date fair
value of stock
options granted
during 2005, 2004

and 2003 was
$2.44, $2.45 and
$3.24,
respectively.
The fair value of
each option
granted is
estimated on the
date of the grant
using the
Black-Scholes
options pricing
model with the
following
weighted average
assumptions used:

2005 2004 2003

4.54% 4.44% 5.14%
Dividend per per per
yield annum annum annum
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Expected
volatility 23.1% 23.2% 40.3%
Risk-free

interest
rate 4.2% 4.1% 4.1%
Expected 7.0 7.0 7.0

option life years years years

A summary of the
status of First
Commonwealth's

outstanding stock
options as of

December 31,
2005, 2004 and

2003 and changes
for the years
ending on those

dates 1is
presented below:

2005 2004 2003
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at
beginning of
year 2,682,938 $10.61 2,965,726 $11.51 2,841,772 $11.33
Pittsburgh
Financial
Corporation
converted
options at
merger -0- $ 0.00 1 $ 7.60 62,322 $ 7.60
GA Financial,
Inc. converted
options at
merger -0- $ 0.00 611,962 $ 6.24 -0- $ 0.00
Granted 27,000 $14.55 24,000 $14.41 641,912 $12.06
Exercised (492,137) $10.26 (906,494) $10.68 (549,215) $10.71
Forfeited (53,380) $14.69 (12,257) $12.54 (31,065) $12.91
Outstanding at
end of year 2,164,421 $10.63 2,682,938 $10.61 2,965,726 $11.51
Exercisable at
end of year 2,164,421 $10.63 2,682,938 $10.61 2,965,726 $11.51

The following
table summarizes
information about
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the stock options
outstanding at
December 31,

2005:

Options Outstanding

Options Exercisable

Weighted-
Number Average Weighted- Weighted-
Range of Outstanding Remaining Average Number Average
Exercise At Contract Exercise Exercisable Exercise
Prices 12/31/05 Life Price At 12/31/05 Price
$4.24-$8.99 452,143 4.7 $ 6.01 452,143 $ 6.01
$9.00-$9.99 112,315 4.0 $ 9.27 112,315 $ 9.27
$10.00-$10.99 225,105 5.2 $10.74 225,105 $10.74
$11.00-$11.99 725,307 4.8 $11.48 725,307 $11.48
$12.00-$15.00 649,551 5.6 $13.11 649,551 $13.11
Total2,164,421 5.0 $10.63 2,164,421 $10.63
97
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except per share

data)
NOTE
29--Contingent
Liabilities

There are no
material
proceedings to
which First
Commonwealth or
its subsidiaries
are a party, or
of which their
property is the
subject, except
proceedings which
arise in the
normal course of
business and, in
the opinion of
management, will
not have a
material adverse
effect on the
consolidated
operations or
financial
position of First
Commonwealth or
its subsidiaries.

NOTE 30--Related
Party
Transactions

Some of First
Commonwealth's
directors,
executive
officers,
principal
shareholders and
their related
interests had
transactions with
the subsidiary
bank in the
ordinary course
of business. All
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deposit and loan
transactions were
made on
substantially the
same terms, such
as collateral and
interest rates,
as those
prevailing at the
time for
comparable
transactions. 1In
the opinion of
management, these
transactions do
not involve more
than the normal
risk of
collectibility
nor do they
present other
unfavorable
features. It is
anticipated that
further such
transactions will
be made in the
future.

The following is
an analysis of
loans to those
parties whose
aggregate loan

balances exceeded

$60 during 2005:

Balances December 31, 2004 S 4,876
Advances 7,035
Repayments (4,462)
Other (76)
Balances December 31, 2005 S 7,373

"Other" primarily
reflects the
change in those
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classified as a
"related party"
usually as a
result of
mergers,
restructuring,
resignations or
retirements.
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31--Regulatory
Restrictions and
Capital Adequacy

The amount of
funds available
to the parent
from its
subsidiary bank
is limited by
restrictions
imposed on all
financial
institutions by
banking
regulators. At
December 31,
2005, dividends
from subsidiary
banks were
restricted not to
exceed $281,390.
These
restrictions have
not had, and are
not expected to
have, a
significant
impact on First
Commonwealth's
ability to meet
its cash
obligations.

First
Commonwealth is
subject to
various
regulatory
capital
requirements
administered by
the Federal
banking
agencies.
Failure to meet
minimum capital
requirements can
initiate certain
mandatory and
possibly
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additional
discretionary
actions by
regulators that,
if undertaken,
could have a
direct material
effect on First
Commonwealth's
financial
statements.
Under capital
adequacy
guidelines and
the regulatory
framework for
prompt corrective
action, First
Commonwealth and
its banking
subsidiary must
meet specific
capital
guidelines that
involve
quantitative
measures of First
Commonwealth's
assets,
liabilities and
certain
off-balance sheet
items as
calculated under
regulatory
accounting
practices.

First
Commonwealth's
capital amounts

and

classification
are also subject
to qualitative
judgments by the
regulators about
components, risk
weighting and
other factors.
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Quantitative
measures
established by
regulation to
ensure capital
adequacy require
First
Commonwealth to
maintain minimum
amounts and
ratios of total
and Tier I
capital (common
and certain other
"core" equity
capital) to risk
weighted assets,
and of Tier I
capital to
average assets.
As of December
31, 2005, First
Commonwealth and
its banking
subsidiary meet
all capital
adequacy
requirements to
which they are
subject.

As of December
31, 2005, First
Commonwealth Bank
was considered
well capitalized
under the
regulatory
framework for
prompt corrective
action. To be
considered as
well capitalized,
the bank must
maintain minimum
total risk-based
capital, Tier I
risk-based
capital and Tier
I leverage ratios
as set forth in
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the table below.
There are no
conditions or
events since that
notification that
management
believes have
changed the
institution's
category.
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As of
December 31,
2005

Total Capital
to Risk
Weighted
Assets

First
Commonwealth
Financial
Corporation
First
Commonwealth
Bank

Tier I
Capital to
Risk Weighted
Assets

First
Commonwealth
Financial
Corporation

First
Commonwealth
Bank

Tier I
Capital to
Average
Assets

First
Commonwealth
Financial
Corporation
First
Commonwealth
Bank

As of
December 31,
2004

Total Capital
to Risk
Weighted
Assets

First
Commonwealth

NOTE

31--Regulatory
Restrictions and
Capital Adequacy

(Continued)
To Be Well
Capitalized Under
Regulatory Prompt Corrective
Actual Minimum Action Provisions
Amount Ratio Amount Ratio Amount Ratio
$537,236 12.7% $339,562 8.0% N/A N/A

$484,712 11.6%

$497,745 11.7%

$445,220 10.6%

$497,745 8.4

o

$445,220 7.6

o

$526,916 12.8%

o

$335,583 8.0

$169,781 4.0

o

o

$167,792 4.0

$178,011 3.0%

$176,341 3.0%

$328,500 8.0%

$419,479 10.0%

N/A N/A
$251,687 6.0

N/A N/A
$293,902 5.0

N/A N/A

o

o
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Financial
Corporation

First
Commonwealth
Bank

Tier I
Capital to

Risk Weighted

Assets

First
Commonwealth
Financial
Corporation

First
Commonwealth
Bank

Tier I
Capital to
Average
Assets

First
Commonwealth
Financial
Corporation
First
Commonwealth
Bank

$465,350 11.5% $324,296  8.0%
$485,853  11.8% $164,250  4.0%
$424,287 10.5% $162,148  4.0%
$485,853 8.0% $182,772 3.0%
$424,287 7.0% $181,076  3.0%
100
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$405,370

N/A

$243,222

N/A

$301,793

10.0%

N/A

&)
o
o
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Notes to
Consolidated
Financial
Statements
Years Ended
December 31,
2005, 2004 and
2003
(Dollar Amounts
in Thousands,
except per share
data)

NOTE
32--Condensed
Financial
Information of
First
Commonwealth
Financial
Corporation
(parent company
only)

Balance Sheets

December 31,

Assets

Cash
Securities
available for
sale

Loans to
affiliated
parties
Investment in
subsidiaries
Investment in
unconsolidated
subsidiary
trusts
Investment in
jointly-owned
company
Premises and
equipment
Dividends
receivable from
subsidiaries
Receivable from
subsidiaries

Other assets

2005 2004
448 $ 1,181
27,488 20, 545
341 387
600,452 601,843
3,306 3,302
6,436 5,941
5,846 5,732
2,514 5,325
5,098 6,034
7,603 10,520
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Total assets

$659,532

$660,810

Liabilities and

Shareholders'
Equity
Accrued
expenses and
other
liabilities
Dividends
payable

Loans payable
Subordinated
debentures
payable
Shareholders'

S 4,673

11,964
13,600

108,250

equity

Total

521,045

$ 2,879

11,528
6,175

108,250

531,978

liabilities and
shareholders'

equity

$659,532

$660,810

Statements of Income

Interest and
dividends
Dividends from
subsidiaries

Interest expense
Net securities
gains (losses)

Other revenue
Operating
expenses

Income before
taxes and equity
in undistributed
earnings of

subsidiaries
Applicable income
tax benefits

Income before
equity in
undistributed
earnings of
subsidiaries

Equity in
undistributed
earnings of
subsidiaries

Net income

Years Ended December 31,

Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

2005 2004 2003
$ 34 $ 50 $ 48
61,624 83,715 64,907
(8,383) (7,405) (3,629)
-0- 84 742

1 59 253
(13,977) (12,778) (9,237)
39,299 63,725 53,084
8,161 7,439 4,570
47,460 71,164 57,654
10,376 (32,512) (4,354)

$ 57,836 $ 38,652 $ 53,300
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NOTE
32--Condensed
Financial
Information of
First
Commonwealth
Financial
Corporation
(parent company
only) (Continued)

Statements of Cash

Flows

Years Ended December 31,
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2005 2004 2003

Operating

Activities

Net income $ 57,836 $ 38,652 $ 53,300

Adjustments to

reconcile net

income to net

cash provided
by operating

activities:
Depreciation

and amortization 470 437 835
Net gains on

sale of assets -0- (84) (739)
Decrease

(increase) in

prepaid income

taxes 5,053 (4,600) 256
Undistributed

equity in

subsidiaries (15,076) 32,512 (4,482)
Other - net (1,017) 3,006 (2,193)

Stock option
tax benefit 462 1,239 535

Net cash
provided by
operating
activities 47,728 71,162 47,512

Investing

Activities
Transactions

with securities

available for

sale:

Purchases of
investment
securities (27,481) (91,592) (32,785)
Sales of

investment

securities 20,538 104,058 1,766
Net change in

loans to

affiliated

parties 46 52 59
Purchases of

premises and

equipment (465) (162) (125)
Changes in

receivable from

and net

investment in

subsidiary 935 (82,284) (28,918)

Net cash used
by investing
activities (6,427) (69,928) (60,003)

Financing
Activities
Issuance of
subordinated
debentures -0- 41,238 30,929
Issuance of 803 3,486 -0-
other long-term
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debt
Repayment of
subordinated
debentures -0- (9,794) -0-
Repayment of
other long-term
debt (803) (3,486) -0-
Discount on
dividend
reinvestment
plan purchases (891) (816) (706)
Treasury stock
reissued 5,050 9,679 5,923
Cash dividends
paid (46,193) (41,736) (36,630)

Net cash used
by financing
activities (42,034) (1,429) (484)

Net decrease in

cash (733) (195) (12,975)
Cash at

beginning of

year 1,181 1,376 13,844
Cash acquired

with acquisition -0- -0- 507

Cash at end of
year $ 448 $ 1,181 $ 1,376

Cash dividends
declared per
common share were
$0.665, $0.645
and $0.625 for
2005, 2004 and
2003,
respectively.
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Notes to
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NOTE
32--Condensed
Financial
Information of
First
Commonwealth
Financial
Corporation
(parent company
only) (Continued)

During 2005,
dividends from
subsidiaries
included a
special
dividend-in-kind
in the amount of
$4,701, which was
received in the
form of
investment
securities.
Dividends from
subsidiaries for
2004 and 2003
included special
dividends in the
amounts of $7,598
and $11,436,
respectively,
that were
received from
First
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Commonwealth
Bank, a wholly
owned
subsidiary.
After
distribution of
the special
dividends, which
were within
guidelines
established by
the banking
regulators, First
Commonwealth Bank
remains
classified as a
well-capitalized
institution.
During 2004,
dividends from
subsidiaries also
included a
special dividend
from FraMal
Holdings
Corporation in
the amount of
$29,529. During
2003, the parent
company also
received a
dividend-in-kind
from First
Commonwealth Bank
in the amount of
$8,797, which was
received in the
form of an
investment
holding company
subsidiary. The
subsidiary, known
as FraMal
Holdings
Corporation, was
acquired by First
Commonwealth Bank
in the Pittsburgh
Financial
Corporation
acquisition.
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During 2004,
First
Commonwealth's
Employee Stock
Ownership Trust
obtained a
$14,000 line of
credit from an
unrelated
financial
institution. The
line of credit
was used to
purchase stock in
2004 and 2005 for
First
Commonwealth's
ESOP and is
guaranteed by the
parent company of
First
Commonwealth.
During 2005 and
2004, $8,486 and
$5,514,
respectively,
were borrowed on
the line. The
loan was recorded
as long—-term debt
and the offset
was recorded as a
reduction of
common
shareholders'
equity.

As of December
31, 2005, the
parent company
had available a
one-year line of
credit to be used
for general
operating
cashflows. The
line of credit
was with an
unrelated
financial
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institution for
$15,000, and as
of December 31,
2005, had no
amounts
outstanding.

NOTE 33--Fair
Values of
Financial

Instruments

Below are various
estimated fair
values at
December 31, 2005
and 2004, as
required by
Statement of
Financial
Accounting
Standards No. 107
("FAS No. 107").
Such information,
which pertains to
First
Commonwealth's
financial
instruments, is
based on the
requirements set
forth in FAS No.
107 and does not
purport to
represent the
aggregate net
fair value of
First
Commonwealth. It
is First
Commonwealth's
general practice
and intent to
hold its
financial
instruments to
maturity, except
for certain
securities
designated as
securities
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available for
sale, and not to
engage in trading
activities. Many
of the financial
instruments lack
an available
trading market,
as characterized
by a willing
buyer and seller
engaging in an
exchange
transaction.
Therefore, First
Commonwealth had
to use
significant
estimations and
present wvalue
calculations to
prepare this
disclosure.

Changes in the
assumptions or
methodologies
used to estimate
fair values may
materially affect
the estimated
amounts. Also,
management is
concerned that
there may not be
reasonable
comparability
between
institutions due
to
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NOTE 33--Fair
Values of
Financial

Instruments
(Continued)

the wide range of
permitted
assumptions and
the methodologies
in absence of
active markets.
This lack of
uniformity gives
rise to a high
degree of
subjectivity in
estimating
financial
instrument fair
values.

The following
methods and
assumptions were
used by First
Commonwealth in
estimating
financial
instrument fair
values:
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Cash and
short-term
instruments: The
balance sheet
carrying amounts
for cash and
short-term
instruments
approximate the
estimated fair
values of such
assets.

Securities: Fair
values for
securities held
to maturity and
securities
available for
sale are based on
quoted market
prices, if
available. If
quoted market
prices are not
available, fair
values are based
on quoted market
prices of
comparable
instruments. The
carrying value of
nonmarketable
equity
securities, such
as Federal Home
Loan Bank stock,
is considered a
reasonable
estimate of fair
value.

Loans
receivable: The
estimated fair
values of all
loans are
estimated by
discounting the
future cash flows
using interest
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rates currently
offered for loans
with similar
terms to
borrowers of
similar credit
quality.

Off-balance sheet
instruments:
Many of First
Commonwealth's

off-balance sheet
instruments,
primarily loan
commitments and
standby letters
of credit, are

expected to
expire without
being drawn upon;
therefore, the
commitment
amounts do not
necessarily
represent future
cash
requirements.
Management has
determined that
due to the
uncertainties of
cash flows and
difficulty in
predicting the
timing of such
cash flows, fair
values were not
estimated for
these instruments
for both periods.

Deposit
liabilities:
Management
estimates that
the fair value of
deposits is based
on a market
valuation of
similar
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deposits. The
carrying value of
variable rate
time deposit
accounts and
certificates of
deposit
approximate their
fair values at
the report date.
Also, fair values
of fixed rate
time deposits for
both periods are
estimated by
discounting the
future cash flows
using interest
rates currently
being offered and
a schedule of
aggregated
expected
maturities.

Short-term
borrowings: The
estimated fair
values of
borrowings from
the Federal Home
Loan Bank were
estimated based
on the estimated
incremental
borrowing rate
for similar types
of borrowings.
The carrying
amounts of other
short-term
borrowings such
as Federal funds
purchased,
securities sold
under agreement
to repurchase and
treasury, tax and
loan notes were
used to
approximate fair
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value.
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NOTE 33--Fair
Values of
Financial

Instruments
(Continued)

Long—term
The fair value of
long-term debt is
estimated by
discounting the
future cash flows
using First
Commonwealth's
estimated
incremental
borrowing rate
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for similar types
of borrowing
arrangements.

The following
table presents
carrying amounts
and estimated
fair values of
First
Commonwealth's
financial
instruments at
December 31, 2005

and 2004:
2005 2004
Estimated Estimated
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Cash and due
from banks S 84,555 $ 84,555 $ 79,591 S 79,591
Interest-bearing
deposits
with banks S 473 $ 473 $ 2,403 S 2,403
Federal funds
sold S 1,575 $ 1,575 $ -0- S -0-
Securities
available for
sale $ 1,851,986 $ 1,851,986 $ 2,162,313 $ 2,162,313
Investments held
to maturity S 87,757 S 89,804 $ 78,164 S 81,886
Loans, net $ 3,584,767 $ 3,583,873 $ 3,473,770 $ 3,492,547
Financial
liabilities
Deposits $ 3,996,552 $ 3,771,140 $ 3,844,475 $ 3,670,438
Short-term
borrowings S 665,665 $ 665,668 $ 946,474 $ 946,631
Long-term debt S 799,744 S 790,776 S 839,574 S 847,284
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Financial
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Supplementary
Data (Continued)

MANAGEMENT 'S
REPORT ON
INTERNAL CONTROL
OVER FINANCIAL
REPORTING

First
Commonwealth
Financial
Corporation is
responsible for
the preparation,
the integrity,
and the fair
presentation of
the consolidated
financial
statements
included in this
annual report.
The consolidated
financial
statements and
notes to the
financial
statements have
been prepared in
conformity with
generally
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accepted

accounting
principles and
include some
amounts based

upon management's

best estimates
and judgments.

First
Commonwealth's
management is
responsible for

establishing and
maintaining
adequate internal
control over
financial
reporting, as
such term is
defined in
Exchange Act Rule
13a-15(f), that
is designed to
produce reliable
financial
statements in
conformity with
generally
accepted
accounting
principles.
Under the
supervision and
with the
participation of
management,
including First
Commonwealth's
principal
executive officer
and principal
financial
officer, First
Commonwealth
conducted an
evaluation of the
effectiveness of
internal control
over financial
reporting based
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on the framework
in Internal
Control-Integrated
Framework issued
by the Committee
of Sponsoring
Organizations of
the Treadway
Commission.

All internal
control systems,
no matter how
well designed,
have inherent
limitations,
including the
possibility that
a control can be
circumvented and
that
misstatements due
to error or fraud
may occur without
detection.
Therefore, even
those systems
determined to be
effective can
provide only
reasonable
assurance with
respect to
financial
statement
preparation and
presentation.

Based on First
Commonwealth's
evaluation under
the framework in
Internal
Control-Integrated
Framework,
management
concluded that
internal control
over financial
reporting was
effective as of
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December 31,
2005.
Management's
assessment of the
effectiveness of
internal control
over financial
reporting as of
December 31, 2005
has been audited
by Ernst & Young
LLP, an
independent
registered public
accounting firm,
as stated in
their attestation
report on
management's
assessment which
is included
herein.

First
Commonwealth
Financial
Corporation

Indiana,
Pennsylvania

February 28, 2006

S/ Joseph E. S/ John J.
O'Dell Dolan
Joseph E. O0'Dell John J. Dolan

President and Executive Vice
Chief Executive President and
Officer Chief Financial
Officer
106

322



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM 8.
Financial
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Supplementary
Data (Continued)

REPORT OF
INDEPENDENT
REGISTERED PUBLIC
ACCOUNTING FIRM

The Board of
Directors and
Shareholders of
First
Commonwealth
Financial
Corporation

We have audited
management's
assessment,

included in the
accompanying
Management's

Report on

Internal Control

over Financial

Reporting, that

First
Commonwealth
Financial
Corporation
maintained
effective
internal control
over financial
reporting as of
December 31,

2005, based on

criteria
established in
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Internal Control
— Integrated
Framework issued
by the Committee
of Sponsoring
Organizations of
the Treadway
Commission (the
COSO criteria).
First
Commonwealth
Financial
Corporation's
management is
responsible for
maintaining
effective
internal control
over financial
reporting and for
its assessment of
the effectiveness
of internal
control over
financial
reporting. Our
responsibility is
to express an
opinion on
management's
assessment and an
opinion on the
effectiveness of
the company's
internal control
over financial
reporting based
on our audit.

We conducted our
audit in
accordance with
the standards of
the Public
Company
Accounting
Oversight Board
(United States) .
Those standards
require that we
plan and perform

324



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

the audit to
obtain reasonable
assurance about
whether effective
internal control
over financial
reporting was
maintained in all
material
respects. Our
audit included
obtaining an
understanding of
internal control
over financial
reporting,
evaluating
management's
assessment,
testing and
evaluating the
design and
operating
effectiveness of
internal control,
and performing
such other
procedures as we
considered
necessary in the
circumstances. We
believe that our
audit provides a
reasonable basis
for our opinion.

A company's
internal control
over financial
reporting is a
process designed
to provide
reasonable
assurance
regarding the
reliability of
financial
reporting and the
preparation of
financial
statements for
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external purposes
in accordance
with generally
accepted
accounting
principles.
Because
management's
assessment and
our audit were
conducted to also
meet the
reporting
requirements of
Section 112 of
the Federal
Deposit Insurance
Corporation
Improvement Act
(FDICIA),
management's
assessment and
our audit of
First
Commonwealth
Financial
Corporation's
internal control
over financial
reporting
included controls
over the
preparation of
financial
statements in
accordance with
the instructions
for the
preparation of
Consolidated
Financial
Statements for
Bank Holding
Companies (Form
FRY-9C). A
company's
internal control
over financial
reporting
includes those
policies and
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procedures that
(1) pertain to
the maintenance
of records that,
in reasonable
detail,
accurately and
fairly reflect
the transactions
and dispositions
of the assets of
the company; (2)
provide
reasonable
assurance that
transactions are
recorded as
necessary to
permit
preparation of
financial
statements in
accordance with
generally
accepted
accounting
principles, and
that receipts and
expenditures of
the company are
being made only
in accordance
with
authorizations of
management and
directors of the
company; and (3)
provide
reasonable
assurance
regarding
prevention or
timely detection
of unauthorized
acquisition, use,
or disposition of
the company's
assets that could
have a material
effect on the
financial
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statements.
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ITEM 8.
Financial
5 a gmgnt;g @ngi

Supplementary
Data (Continued)

REPORT OF
INDEPENDENT
REGISTERED PUBLIC
ACCOUNTING FIRM
(Continued)

Because of its
inherent
limitations,
internal control
over financial
reporting may not
prevent or detect
misstatements.
Also, projections
of any evaluation
of effectiveness
to future periods
are subject to
the risk that
controls may
become inadequate
because of
changes in
conditions, or
that the degree
of compliance
with the policies
or procedures may
deteriorate.
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In our opinion,
management's
assessment that
First
Commonwealth
Financial
Corporation
maintained
effective
internal control
over financial
reporting as of
December 31,
2005, is fairly
stated, in all
material
respects, based
on the COSO
criteria. Also,
in our opinion,
First
Commonwealth
Financial
Corporation
maintained, in
all material
respects,
effective
internal control
over financial
reporting as of
December 31,
2005, based on
the COSO
criteria.

We also have
audited, in
accordance with
the standards of
the Public
Company
Accounting
Oversight Board
(United States),
the consolidated
balance sheets of
First
Commonwealth
Financial
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Corporation and
subsidiaries as
of December 31,
2005 and 2004,
and the related
consolidated
statements of
income, changes
in shareholders'
equity, and cash
flows for each of
the three years
in the period
ended December
31, 2005, of
First
Commonwealth
Financial
Corporation and
our report dated
February 27,
2006, expressed
an unqualified
opinion thereon.

/S/ Ernst & Young
LLP
Ernst & Young LLP
Pittsburgh,

Pennsylvania

February 27, 2006
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FINANCIAL
CORPORATION AND
SUBSIDIARIES

ITEM 8.
Financial
Statements and

Supplementary
Data (Continued)

REPORT OF
INDEPENDENT
REGISTERED PUBLIC
ACCOUNTING FIRM

The Board of
Directors and
Shareholders of
First
Commonwealth
Financial
Corporation

We have audited
the accompanying
consolidated
balance sheets of
First
Commonwealth
Financial
Corporation and
subsidiaries as
of December 31,
2005 and 2004,
and the related
consolidated
statements of
income, changes
in shareholders'
equity, and cash
flows for each of
the three years
in the period
then ended
December 31,
2005. These
financial
statements are
the
responsibility of
the Company's
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management. Our
responsibility is
to express an
opinion on these
financial
statements based
on our audits.

We conducted our
audits in
accordance with
the standards of
the Public
Company
Accounting
Oversight Board
(United States) .
Those standards
require that we
plan and perform
the audit to
obtain reasonable
assurance about
whether the
financial
statements are
free of material
misstatement. An
audit includes
examining, on a
test basis,
evidence
supporting the
amounts and
disclosures in
the financial
statements. An
audit also
includes
assessing the
accounting
principles used
and significant
estimates made by
management, as
well as
evaluating the
overall financial
statement
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presentation. We
believe that our
audits provide a
reasonable basis
for our opinion.

In our opinion,
the financial
statements
referred to above
present fairly,
in all material
respects, the
consolidated
financial
position of First
Commonwealth
Financial
Corporation and
subsidiaries at
December 31, 2005
and 2004, and the
consolidated
results of their
operations and
their cash flows
for each of the
three years in
the period ended
December 31,
2005, in
conformity with
U.S. generally
accepted
accounting
principles.

We also have
audited, in
accordance with
the standards of
the Public
Company
Accounting
Oversight Board
(United States),
the effectiveness
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of First
Commonwealth
Financial
Corporation's
internal control
over financial
reporting as of
December 31,
2005, based on
criteria
established in
Internal Control
— Integrated
Framework issued
by the Committee
of Sponsoring
Organizations of
the Treadway
Commission and
our report dated
February 27,
2006, expressed
an unqualified
opinion thereon.

/S/ Ernst & Young
LLP

Ernst & Young LLP

Pittsburgh,
Pennsylvania
February 27, 2006

109

FIRST
COMMONWEALTH
FINANCIAL
CORPORATION AND

334



Edgar Filing: DYCOM INDUSTRIES INC - Form 10-Q

SUBSIDIARIES

ITEM 8.
Financial
Statements and

Supplementary
Data (Continued)

Quarterly Summary
of Financial Data
— Unaudited
(Dollar Amounts
in Thousands,
except per share
data)

The unaudited
quarterly results
of operations for

the years ended

December 31,

2005

and 2004 are as

follows:
2005
First Second Third Fourth
Quarter Quarter Quarter Quarter
Interest
income 75,637 $ 77,540 $ 79,248 $ 79,643
Interest
expense 30,705 33,900 36,214 37,799
Net
interest
income 44,932 43,640 43,034 41,844
Provision for
credit losses 1,744 3,000 2,850 1,034
Net

interest
income after
provision for
credit

losses 43,188 40,640 40,184 40,810
Net
securities
gains
(losses) 485 -0- 34 (8,192)
Gain on sale
of branches -0- 3,090 -0- 8,742

-0- 1,991 -0- -0-
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Gain on sale

of merchant

services

business

Other

operating

income 10, 955
Restructuring

charges -0-
Other

operating

expenses 35,393

12,068

35,072

11,526

2,704

33,599

9,526

2,733

34,453

Income
before income
taxes 19,235
Applicable
income taxes 4,016

22,717

4,879

15,441

2,445

13,700

1,917

Net income $ 15,219

$ 17,838

$ 12,996

$ 11,783

Basic

earnings per

share $ 0.22
Diluted

earnings per

share $ 0.22

Average

shares

outstanding 69,346,722
Average

shares

outstanding

assuming

dilution 70,024,400

69,129,387

69,693,693

69,242,056

69,787,884

2004

69,386,338

69,837,737

First
Quarter

Second
Quarter

Third
Quarter

Fourth
Quarter

Interest
income $61,972
Interest
expense 25,165

$65,498

27,063

$74,940

28,881

$75,615

29,581

Net
interest
income 36,807
Provision
for credit
losses 2,100

38,435

2,520

46,059

2,675

46,034

Net
interest
income after
provision
for credit
losses 34,707

3,850

35,915

43,384

51

45,259

31
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Net

securities

gains

Other

operating

income 9,733 10,952 11,752 11,135

Merger and

integration

charges 1,291 873 (39) -0-
Debt

prepayment

fees -0- -0- 29,495 -0-
Other

operating

expenses 30,426 32,671 34,597 35,241

Income
(loss)
before
income taxes 16,573 13,468 (8,866) 21,184
Applicable
income taxes
(benefit) 3,250 1,908 (6,071) 4,620

Net income
(loss) $13,323 $11,560 $(2,795) $16,564

Basic

earnings per

share S 0.22 $ 0.18 $ (0.04) S 0.24
Diluted

earnings per

share S 0.22 $ 0.18 $ (0.04) S 0.24

Average

shares

outstanding0, 772,824 64,455,920 69,077,293 69,173,249
Average

shares

outstanding

assuming

dilution 61,289,672 64,947,209 69,702,327 69,938,616
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ITEMCHANGES IN AND

9. DISAGREEMENTS
WITH
ACCOUNTANTS ON
ACCOUNTING AND
FINANCIAL
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DISCLOSURE

(a)None.
(b) None.

ITEMCONTROLS AND
9A. PROCEDURES

First
Commonwealth
carried out an
evaluation,
under the
supervision and
with the
participation
of the
company's
management,
including the
Chief Executive
Officer and the
Chief Financial
Officer, of the
effectiveness
of the design
and operation
of First
Commonwealth's
disclosure
controls and
procedures as
of the end of
the period
covered by this
report pursuant
to Exchange Act
Rule 13a-15(e)
and 15d-15(e) .
Based upon that
evaluation,
First
Commonwealth's
Chief Executive
Officer and
Chief Financial
Officer
concluded that
First
Commonwealth's
disclosure
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controls and
procedures are
effective. 1In
addition, First
Commonwealth's
management,
including the
Chief Executive
Officer and
Chief Financial
Officer, also
conducted an
evaluation of
the company's
internal
control over
financial
reporting to
determine
whether any
changes
occurred during
the fourth
fiscal quarter
that have
materially
affected, or
are reasonably
likely to
materially
affect, First
Commonwealth's
internal
control over
financial
reporting. No
such changes
were identified
in connection
with this
evaluation.

First
Commonwealth's
management is
responsible for
establishing
and maintaining
effective
disclosure
controls and
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procedures,
including
maintaining
effective
controls over
financial
reporting
designed to
produce
reliable
financial
statements in
accordance with
generally
accepted
accounting
principles.
Disclosure
controls and
procedures are
controls and
other
procedures that
are designed to
ensure that
information
required to be
disclosed by
First
Commonwealth in
the reports
that the
company files
or submits
under the
Exchange Act 1is
recorded,
processed,
summarized and
reported,
within the time
periods
specified in
the Securities
and Exchange
Commission's
rules and
forms.
Disclosure
controls and
procedures
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include,
without
limitation,
controls and
procedures
designed to
ensure that
information
required to be
disclosed by
First
Commonwealth in
the reports
that the
company files
under the
Exchange Act 1is
accumulated and
communicated to
First
Commonwealth's
management,
including the
Chief Executive
Officer and
Chief Financial
Officer, as
appropriate to
allow timely
decisions
regarding
required
disclosure.

ITEMQOTHER
9B. INFORMATION

None.
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CORPORATION AND
SUBSIDIARIES

PART

i1l

ITEMDIRECTORS AND EXECUTIVE
10. QFFICERS OF THE REGISTRANT

Information called for by
this item concerning First
Commonwealth's listing of
directors will be included
in First Commonwealth's
definitive Proxy Statement
to be filed with the
Securities and Exchange
Commission in connection
with the annual meeting of
shareholders to be held
April 17, 2006, under the
heading "Election of
Directors" and is
incorporated herein by
reference.

The Board of Directors has
determined that all four
members of the Audit
Committee satisfy the
independence and financial
literacy requirements of
the New York Stock Exchange
and that Director James W.
Newill qualifies as the
"Audit Committee Financial
Expert" as defined by the
Securities and Exchange
Commission rules.

Information called for by
this item concerning First
Commonwealth's compliance
with section 16(a) of the
Exchange Act will be
included in First
Commonwealth's definitive
Proxy Statement to be filed
with the Securities and
Exchange Commission in
connection with the annual
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meeting of shareholders to
be held April 17, 2006,
under the heading
"Compliance with Section
16 (a) Beneficial Ownership
Reporting" and is
incorporated herein by
reference in response to
the listing of directors.

First Commonwealth has
adopted a code of conduct
and ethics policy that
applies to all employees of
the company, including
executive officers. 1In
addition, First
Commonwealth has adopted a
code of ethics policy for
the Chief Executive Officer
and all senior financial
officers of the company.
Both of the ethics policies
are filed as exhibits to
this annual report on Form
10-K and are posted on
First Commonwealth's
website at
http://www.fcbanking.com.
Refer to Item 15 of this
Annual Report on Form 10-K
for a list of exhibits.

Information regarding
executive officers is set
forth in Part I of this
Annual Report on Form 10-K
under the caption
"Executive Officers of the
Registrant.”

ITEMEXECUTIVE COMPENSATTON
11.

Information concerning
compensation of First
Commonwealth's executives
called for by this item
will be included in First
Commonwealth's definitive
Proxy Statement to be filed
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with the Securities and
Exchange Commission in
connection with the annual
meeting of shareholders to
be held April 17, 2006,
under the heading
"Compensation of Executive
Officers" and is
incorporated herein by
reference.
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ITEMSECURITY

12. OWNERSHTIP OF
CERTATN
BENEFTCTAT
OWNERS AND
MANAGEMENT AND
RETLATED

TOCKHOILDER

MATTERS

Information
concerning
security
ownership of
certain
beneficial
owners called
for by this
item will be
included in
First
Commonwealth's
definitive
Proxy Statement
to be filed
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with the
Securities
Exchange
Commission
connection

and

in
with

the annual
meeting of
shareholders to
be held April
17, 2006, under
the heading
"Common Stock
Ownership of
Management and
Other
Beneficial
Owners" and is
incorporated
herein by
reference.

ITEMCERTATN

13.

RETLATTIONSHIPS
AND RETLATED
TRANSACTTONS

Information
concerning
certain
relationships
and
transactions
between First
Commonwealth
and its
affiliates
called for by
this item will
be included in
First
Commonwealth's
definitive
Proxy Statement
to be filed
with the
Securities and
Exchange
Commission in
connection with
the annual
meeting of
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shareholders to
be held April
17, 2006, and
is incorporated
herein by
reference.

ITEMPRINCIPAL

14.

ACCOUNTANT FEES
AND SERVICES

Information
concerning
First
Commonwealth's
independent
public
accountants
called for by
this item will
be included in
First
Commonwealth's
definitive
Proxy Statement
to be filed
with the
Securities and
Exchange
Commission in
connection with
the annual
meeting of
shareholders to
be held April
17, 2006, under
the heading
"Accountants"
and is
incorporated
herein by
reference.
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ART

—

ITEMEXHIBITS AND

15. EINANCIAL
STATEMENTS
SCHEDULES

(A) Documents Filed
as Part of this
Report

(1) Financial
Statements

All financial
statements of
the
registrant as
set forth
under Item 8
of the Report
on Form 10-K.

(2) Financial
Statement
Schedules

Schedule
Number B ription

I Indebtedness
to
Related
NAAties
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IT

(3)Exhibits

Guarantees
of
Securities
of

Other
NgAuers

Exhibit Incorporated

Number

10.1

bgscription
Reference

Lo

Exhibies

3fi)
focthporation
Corporation's
quarterly
report

on

Form

10-Q

for

the

quarter
ended

March

31,

1994

Exbnbeéed

dnd to
Resmated
ByKLaws
6fled

Putrgt
COpmmonwealth
P@fA&ncial
Corporation

Change

of
Control
Agreement
dated
October
18,

2005
entered
into
between
FCFC

and
Gerard

M.
Thomchick,
together
with
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10.

10.

a
schedule
listing
substantially
identical
Change

in

Control
Agreements
with

the
following
individuals:
Joseph

E.

O'Dell,

John

J.

Dolan,

and

Sue

A.

McMurdy

Change

of
Control
Agreement
dated
October
18,

2005
entered
into
between
FCFC

and
Thaddeus
J.
Clements,
together
with

a
schedule
listing
substantially
identical
Change

in
Control
Agreements
with

the
following
individual:
R.

John
Previte

Exbpbémental
ERetutive
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Exhibit

Retirement
Pdam
10-Q
filed
November
12,
2003
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ITEMEXHIBITS AND
15. EINANCIAL

STATEMENTS
SCHEDULES
(Continued)

Incorporated

(%ﬁ%bé%ue%éggrip;ign by

10.4

10.5

10.6

10.7

Reference to

Deferred Exhibit 10.8 to
Compensation Form 10-K filed
Plan March 31, 1999

Cash Incentive Exhibit 10.9 to
Bonus Program Form 10-K filed
March 31, 1999

Employment Exhibit 10.1 to
Contract of Form 10-Q filed
Johnston A. May 14, 2003
Glass

dated December

21, 1998

Change of Exhibit 10.6 to
Control Form 10-K filed
Agreement March 21, 1996
dated October

30, 1995

entered

into between

FCFC and
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14.

14.

21.

23.

24.

31.

31.

32.

32.

William
R. Jarrett

Code of Conduct
and Ethics

Code of Ethics
for CEO and
Senior
Financial
Officers

Subsidiaries of
the Registrant

Consent of
Ernst & Young
LLP Independent
Registered
Public
Accounting Firm

Power of
Attorney

Chief Executive
Officer
Certification
pursuant to
Section 302 of
the
Sarbanes-Oxley
Act of 2002

Chief Financial
Officer
Certification
pursuant to
Section 302 of
the
Sarbanes-Oxley
Act of 2002

Chief Executive
Officer
Certification
pursuant to
Section 906 of
the
Sarbanes-Oxley
Act of 2002

Chief Financial
Officer
Certification
pursuant to
Section 906 of
the
Sarbanes-Oxley
Act of 2002
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SIGNATURES

Pursuant to
the requirements
of Section 13 or

15(d) of the
Securities
Exchange Act of
1934, the
Registrant has
duly caused this
report to be
signed on its
behalf by the
undersigned,
thereunto duly
authorized, in

Indiana,
Pennsylvania.
FIRST
COMMONWEALTH
FINANCIAL
CORPORATION
(Registrant)
By: /S/JOSEPH
E.
O'DELL
Joseph
E. O'Dell
President
and Chief
Executive Officer
Dated:

February 28, 2006
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