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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file Number 001-11138

FIRST COMMONWEALTH FINANCIAL CORPORATION

(Exact name of registrant as specified in its charter)

PENNSYLVANIA 25-1428528
(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification No.)
22 NORTH SIXTH STREET INDIANA, PA 15701
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (724) 349-7220

Securities registered pursuant to Section 12(b) of the Act:

Title Of Each Class Name Of Each Exchange On Which Registered
COMMON STOCK, $1 PAR VALUE NEW YORK STOCK EXCHANGE
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ©~ No x

Note Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of the Exchange Act from
their obligations under those Sections.
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Indicate by check mark whether the registrant(1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this form 10-K. x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer (as defined in Rule 12b-2
of the Act).

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The aggregate market value of the voting and non-voting common stock, par value $1 per share, held by non-affiliates of the registrant (based
upon the closing sale price on June 30, 2006) was approximately $843,559,057.

The number of shares outstanding of the registrant s common stock, $1.00 Par Value as of February 26, 2007, was 73,938,365.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive Proxy Statement to be filed with the Securities and Exchange Commission in connection with the annual meeting of
shareholders to be held April 16, 2007 are incorporated by reference into Part III.
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PART 1

ITEM 1.  Business
Description of Business

First Commonwealth Financial Corporation ( First Commonwealth ) was incorporated as a Pennsylvania business corporation on November 15,
1982, and is registered as a bank holding company under the Bank Holding Company Act of 1956, as amended. First Commonwealth has one
chartered bank and trust company subsidiary, First Commonwealth Bank ( FCB ), and a personal financial-planning subsidiary named First
Commonwealth Financial Advisors ( FCFA ). Insurance products are also provided through First Commonwealth Insurance Agency ( FCIA ), a
wholly owned subsidiary of FCB.

FCB is a Pennsylvania-chartered bank and trust company headquartered in Indiana, Pennsylvania. Through FCB, First Commonwealth traces its
banking origins to 1866. FCB conducts business through 110 community banking offices in the counties of Allegheny (32), Armstrong (2),
Beaver (1), Bedford (3), Blair (7), Butler (4), Cambria (10), Clearfield (5), Elk (3), Indiana (9), Jefferson (3), Lawrence (5), Somerset (6),
Washington (3) and Westmoreland (17). FCB engages in general banking business and offers a full range of financial services including
traditional retail banking services such as savings and time deposits and mortgage, consumer installment and commercial loans. Since its
inception, FCB has grown primarily through the acquisition of smaller banks and savings associations throughout Western Pennsylvania.

FCB operates a network of 117 automated teller machines ( ATMs ) which permit customers to conduct routine banking transactions 24 hours a
day. Of the ATMs, 94 are located on the premises of branch offices and 23 are in offsite locations, such as supermarkets, shopping malls and
other commercial centers. All ATMs are part of the STAR and MasterCard/Cirrus networks. The STAR network consists of over 260,000 ATMs
owned by numerous banks, savings and loan associations and credit unions from coast to coast and serves more than 140 million ATM/debit
cardholders and more than 5,700 financial institution members. The MasterCard/Cirrus network, which is comprised of more than one million
ATMs located in the United States, Canada and more than 208 other countries and territories, services over 749 million card holders. These
networks allow FCB clients to withdraw cash and, in certain cases, conduct other banking transactions from ATMs of all participating financial
institutions.

FCB is also a member of the 29-bank Freedom ATM Alliance. The Freedom ATM Alliance gives cardholders of the First Commonwealth
Check Card surcharge-free access to a network of more than 600 ATMs in over 50 counties, extending north into New York, south into
Maryland and west into Ohio, with a majority of the ATMs located in Southwestern Pennsylvania.

In addition to the access of funds through the use of ATMs, the STAR debit card offered to FCB s deposit clients may be used at over 1.6 million
point-of-sale retail locations on the STAR system as well as the global MasterCard system for the purchase of goods and services. The STAR
debit card combines the universal acceptability of a credit card with the convenience of direct debit to the clients checking account.

First Commonwealth employed approximately 1,579 (full-time equivalent) employees at December 31, 2006. First Commonwealth does not
currently have any plans to expand or modify its business or that of its subsidiaries, other than as described herein. Nevertheless, it will be
receptive to and may actively seek out mergers and acquisitions in the event that opportunities which management considers advantageous to the
development of the company s business arise, and may otherwise expand or modify its business as management deems necessary to respond to
changing market conditions or the laws and regulations affecting the business of banking.

Competition

First Commonwealth faces intense competition, both from within and outside its service areas, in all aspects of its business. For example, FCB
competes for deposits and consumer and small business loans with numerous
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ITEM 1. Business (Continued)
Competition (Continued)

other commercial banks and savings banks doing business within its service area. FCB also competes with state and federally chartered savings
and loan associations and with credit unions, primarily in making consumer loans and for deposits. In recent years, FCB has also encountered
significant competition for deposits from money market funds, mutual funds and institutions that offer annuities located throughout the United
States. Money market and mutual funds pay dividends to their shareholders (which are similar to interest paid by banks on deposits) and they are
able to offer services and conveniences similar to those offered by FCB. Annuities accumulate interest on the amounts deposited over a
predetermined time period. The depositor is then entitled to withdraw his or her funds for a fixed period of time or until death. In order to
compete for deposits, banks, such as FCB, must offer higher interest rates on deposits, resulting in increased costs and lower net interest
margins. FCB also competes for consumer loans with local offices of national finance companies, finance subsidiaries of automobile
manufacturers and with national credit card companies such as MasterCard and VISA, whose cards, issued through financial institutions, are
held by consumers throughout its service area. In order to remain competitive, FCB must maintain conveniently located and attractive branch
offices and ATMs, provide courteous and sophisticated service and offer competitive interest rates on deposits and loans. To enhance its
competitive position, FCB and the other affiliates must offer financial services that target specific client needs.

First Commonwealth offers convenient access to financial services and account information through telephone banking and Internet-based

banking solutions. First Commonwealth offers telephone banking through its Convenience Banking Center, which provides convenient access to
financial services and hours of operation that extend past those of the FCB branch offices. First Commonwealth s Internet-based banking

solutions include WebBank and BillPay. WebBank provides clients with access to bank account information via the Internet 24 hours a day, 7
days a week. WebBank allows clients to monitor their account balances and transaction history, transfer funds between accounts, issue stop
payments and request online customer service such as copies of checks or statements. BillPay is an Internet bill payment and presentment

service that allows clients to pay bills online.

Supervision and Regulation
Bank Holding Company Act

As a bank holding company, First Commonwealth is subject to the provisions of the Bank Holding Company Act of 1956, as amended. First
Commonwealth is registered with and subject to supervision and regulation by the Federal Reserve Board. As a registered bank holding
company, First Commonwealth is required to file an annual report and other information with the Federal Reserve Board, and First
Commonwealth is subject to examinations and inspections by the Federal Reserve Board.

The Bank Holding Company Act and Regulation Y of the Federal Reserve Board require every bank holding company to obtain prior approval
of the Federal Reserve Board before it may acquire direct or indirect ownership or control of more than 5% of the outstanding voting shares or
substantially all of the assets of a bank to merge or consolidate with another bank holding company. The Federal Reserve Board may not
approve acquisitions by First Commonwealth of such percentage of voting shares or substantially all of the assets of any bank located in any
state other than Pennsylvania unless the laws of such state specifically authorize such an acquisition.

The Bank Holding Company Act generally prohibits a bank holding company from engaging in a nonbank business or acquiring direct or
indirect ownership or control of more than 5% of the outstanding voting shares of any nonbank corporation subject to certain exceptions. The
principal exception is where the business activity in question is determined by the Federal Reserve Board to be closely related to banking or to
managing or
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ITEM 1. Business (Continued)
Supervision and Regulation (Continued)

Bank Holding Company Act (Continued)

controlling banks to be a proper incident thereto. The Bank Holding Company Act does not place territorial restrictions on the activities of such
banking related subsidiaries of bank holding companies.

Under the Federal Reserve Act, subsidiary banks of a bank holding company are subject to certain restrictions on extensions of credit to the bank
holding company or any of its subsidiaries, investments in the stock or other securities thereof, or acceptance of such stock or securities as
collateral for loans to any one borrower. Under the Pennsylvania Banking Code, there is no limit on the number of Pennsylvania banks that may
be owned or controlled by a Pennsylvania bank holding company.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 addresses important issues for all public companies in the areas of corporate governance, auditing and
accounting, executive compensation, and enhanced and timely disclosure of corporate information. In accordance with Section 302(a) of the
Sarbanes-Oxley Act, First Commonwealth s Chief Executive Officer and Chief Financial Officer are each required to certify that First
Commonwealth s quarterly reports on Form 10-Q and its annual report on Form 10-K do not contain any untrue statement of a material fact. In
addition, these officers certify that (1) they are responsible for establishing, maintaining and regularly evaluating the effectiveness of First
Commonwealth s internal controls; (2) they have made certain disclosures to First Commonwealth s auditors and the Audit Committee of the
Board of Directors about First Commonwealth s internal controls; and (3) they have included information in First Commonwealth s quarterly and
annual reports about their evaluation and whether there have been significant changes in First Commonwealth s internal controls or in other
factors that could significantly affect internal controls subsequent to the evaluation.

First Commonwealth has implemented a program designed to comply with Section 404 of the Sarbanes-Oxley Act which includes the
identification of significant processes and accounts, documentation of the design of control effectiveness over process and entity level controls,
and testing of the operating effectiveness of key controls. First Commonwealth also requires validation of controls and signed certifications from
managers who are responsible for internal controls throughout the company as to the integrity of the information they prepare. Testing related to
management s certifications is subject to independent testing by First Commonwealth s Internal Audit Department.

Gramm-Leach-Bliley Act

The Gramm-Leach-Bliley Act ( GLBA ) of 1999 revolutionized the regulation of financial services companies. GLBA amended the Bank
Holding Company Act of 1956 to create a new type of bank holding company, a financial holding company, which is permitted to engage in all
activities permitted by a bank holding company as well as securities, merchant banking and insurance activities that were prohibited to bank
holding companies.

GLBA also repealed provisions of the Glass-Steagall Act, which prohibited affiliations between a member bank and a company principally
engaged in securities activities. The activities of a bank holding company that do not qualify as activities of a financial holding company will be
limited to those that the Federal Reserve Board had, prior to enactment of GLBA, deemed closely related to banking. In order to qualify as a
financial holding company, each depository institution subsidiary of a bank holding company must be well capitalized, well
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ITEM 1. Business (Continued)
Supervision and Regulation (Continued)

Gramme-Leach-Bliley Act (Continued)

managed and if insured, have a satisfactory or better rating under the Community Reinvestment Act of 1977 ( CRA ) as of its most recent
examination. The bank holding company must file an election with the Federal Reserve Board certifying that it meets the requirements of a
financial holding company. GLBA expanded the range of business opportunities for commercial banking organizations and enabled banking
companies and other types of financial companies such as securities, insurance and financial technology companies to combine more readily. A
financial holding company does not need to obtain prior Federal Reserve Board approval in order to engage in, or acquire a nonbank company
that engages in financial activities. The financial holding company only needs to provide notice to the Federal Reserve Board, describing the
activity commenced or conducted by the acquired company, within 30 days after commencing the activity or consummating the acquisition.
First Commonwealth has not elected to become a financial holding company.

GLBA also required financial institutions to implement policies and procedures regarding the disclosure of nonpublic personal information
about consumers to non-affiliated third parties. The statute requires disclosure of privacy policies to consumers and, in some circumstances,
allows consumers to prevent disclosure of certain personal information to non-affiliated third parties.

Supervision and Regulation of First Commonwealth Bank

FCB is a Pennsylvania-chartered bank and is subject to the supervision of and regularly examined by the Pennsylvania Department of Banking
and the Federal Deposit Insurance Corporation. FCB is also subject to certain regulations of the Federal Reserve Board. The areas of operation
that are subject to regulation by Federal and Pennsylvania laws, regulations and regulatory agencies include reserves against deposits, maximum
interest rates for specific classes of loans, truth-in-lending disclosures, permissible types of loans and investments, trust operations, mergers and
acquisitions, issuance of securities, payment of dividends, Community Reinvestment Act evaluations, mandatory external audits, establishment
of branches and other aspects of operations. Under the Pennsylvania Banking Code, a state bank located in Pennsylvania may establish branches
anywhere in the state. Branches may be established in other states upon receiving prior written approval from the state of Pennsylvania and
meeting reciprocity conditions with the other state.

Dividend Limitations

First Commonwealth s revenues (on a parent company only basis) are substantially from dividends paid by FCB. FCB dividend payments,
without prior regulatory approval, are subject to regulatory limitations. In any one year, dividends may only be declared in an amount not more
than the sum of FCB s net profits for such year and its retained net profits for the preceding two years. In addition, the bank regulatory agencies
have the authority to prohibit FCB from paying dividends or otherwise supplying funds to First Commonwealth if the supervising agency
determines that such payment would constitute an unsafe or unsound banking practice.

Effects of Governmental Policies

The business and earnings of First Commonwealth are affected not only by general economic conditions, but also by the monetary and fiscal
policies of the United States Government and its agencies, including the Federal Reserve Board. An important function of the Federal Reserve
Board is to regulate the national supply of bank credit. Among the instruments of monetary policy used by the Federal Reserve Board to
implement these objectives are open market operations in United States government securities, changes in the discount rate on borrowings by
member banks and savings institutions from the Federal Reserve System and changes in reserve requirements against bank and savings
institution deposits. These instruments, together with fiscal and economic
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ITEM 1. Business (Continued)
Effects of Governmental Policies (Continued)

policies of various governmental entities, influence overall growth of bank loans, investments and deposits and may also affect interest rates
charged on loans, received on investments or paid for deposits.

The monetary policies of the Federal Reserve Board have had a significant effect on the operating results of bank holding companies and their
subsidiary banks in the past and are expected to continue to do so in the future. In view of changing conditions in the national and Pennsylvania
economies and in the money markets, as well as the effect of actions by monetary and fiscal authorities, including the Federal Reserve Board, no
prediction can be made as to possible future changes in interest rates, deposit levels and loan demand or the effect of such changes on the
business and earnings of First Commonwealth.

Changes in Regulations

Proposals to change the laws and regulations governing the banking industry are frequently introduced in Congress, in the state legislatures and
before the various bank regulatory agencies. The likelihood and timing of any proposals or legislation and the impact they might have on First
Commonwealth and its subsidiaries cannot be determined at this time.

Availability of Financial Information

First Commonwealth files reports with the SEC. Those reports include the annual report on Form 10-K, quarterly reports on Form 10-Q, current
event reports on Form 8-K and proxy statements, as well as any amendments to those reports. The public may read and copy any materials that
First Commonwealth files with the SEC at the SEC s Public Reference Room at 450 Fifth Street, NW, Washington, DC 20549. The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet site
that contains quarterly and annual reports, proxy and information statements, and other information regarding issuers that file electronically with
the SEC at http://www.sec.gov.

First Commonwealth s annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those
reports filed or furnished pursuant to section 13(a) or 15(d) of the Exchange Act are also accessible at no cost on the company s web site at
http://www.fcbanking.com. Printed copies are also available upon request to First Commonwealth, to the attention of the Corporate Secretary.

Furthermore, First Commonwealth also makes available on its website, and in print to any shareholder who requests it, the company s Corporate
Governance Guidelines, the committee charters for its Audit, Executive Compensation and Governance Committees, as well as the Code of
Conduct and Ethics that applies to all directors, officers and employees of First Commonwealth. Amendments to these documents or waivers
related to the Code of Conduct and Ethics will be made available on First Commonwealth s website as soon as practicable after their execution.

First Commonwealth s Chief Executive Officer has certified to the New York Stock Exchange ( NYSE ) that, as of the date of the certification, he
was not aware of any violation by First Commonwealth of NYSE s corporate governance listing standards. In addition, First Commonwealth s
Chief Executive Officer and Chief Financial Officer have made certain certifications concerning the information contained in this report

pursuant to Section 302 of the Sarbanes-Oxley Act. The Section 302 certifications appear as exhibits 31.1 and 31.2 to this annual report on Form
10-K.
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ITEM 1A. Risk Factors
The following are risks that management believes are specific to our business and could have a negative impact on First Commonwealth s
financial performance. This list should not be viewed as an exhaustive list of the risks that First Commonwealth faces:

Increases in defaults by borrowers and other delinquencies could result in increases in First Commonwealth s provision

for losses on loans and related expenses.
As a lender, First Commonwealth is exposed to the risk that our borrowers may be unable to repay their loans and that collateral securing the
payment of their loans may not be sufficient to assure repayment. Credit losses are inherent in the lending business and could have a material
adverse effect on the operating results of First Commonwealth. First Commonwealth makes various assumptions and judgments about the
collectibility of our loan portfolio and provides an allowance for potential losses based on a number of factors. If these assumptions are
incorrect, the allowance for credit losses may not be sufficient to cover losses, thereby having an adverse effect on operating results, and may
cause us to increase the allowance in the future.

Fluctuations in interest rates and market prices could reduce net interest margin and asset valuations and increase expenses.
First Commonwealth s profitability is largely a function of the spread between the interest rates earned on earning assets and the interest rates
paid on deposits and other interest-bearing liabilities. First Commonwealth s net interest income and margin will be affected by general economic
conditions and other factors, including fiscal and monetary policies of the federal government, that influence market interest rates and the
company s ability to respond to changes in such rates. At any given time, First Commonwealth s assets and liabilities may be such that they are
affected differently by a change in interest rates. As a result, an increase or decrease in rates, the length of loan terms or the mix of adjustable
and fixed rate loans in our portfolio could have a positive or negative effect on our net income, capital and liquidity.

Changes in legislative or regulatory requirements applicable to First Commonwealth and its subsidiaries could increase costs, limit

certain operations and adversely affect results of operations.
The banking industry is heavily regulated under both federal and state law. Banking regulations, designed primarily for the safety of depositors,
may limit a financial institution s growth and the return to its investors, by restricting such activities as the payment of dividends, mergers with or
acquisitions by other institutions, expansion of branch offices and the offering of securities or trust services. First Commonwealth is also subject
to capitalization guidelines established by federal law and could be subject to enforcement actions to the extent that its subsidiary bank is found
by regulatory examiners to be undercapitalized. It is not possible to predict what changes, if any, will be made to existing federal and state
legislation and regulations regarding these capitalization guidelines or the effect that such changes may have on our future business and earnings
prospects, as well as those of First Commonwealth. First Commonwealth also cannot predict the nature or the extent of the effect on our
business and earnings of new federal or state legislation. Further, the cost of compliance with regulatory requirements may adversely affect our
ability to operate profitably.

First Commonwealth s business and financial condition may be adversely affected by an increase in competition.
First Commonwealth faces significant competition in attracting and retaining deposits and making loans as well as in providing other financial
services throughout our market area. In addition to facing pricing competition for loans and deposits, First Commonwealth also faces
competition with respect to customer convenience, product lines, accessibility of service and service capabilities. First
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ITEM 1A. Risk Factors (Continued)

Commonwealth s competition comes from other banks and savings institutions, brokerages, credit unions, government-sponsored enterprises,
mutual fund companies, insurance companies and other non-bank businesses.

First Commonwealth s branch optimization plan may not produce desired results.
First Commonwealth s branch optimization plan has resulted in six newly constructed or renovated branch offices over the past year and is
expected to result in six more over the next year. These changes could involve significant expenses, which may exceed forecasted costs. Several
of these new constructions involve de novo branch offices. For a de novo branch office, the period of time that it takes to achieve profitability
could exceed our forecasted expectations resulting in higher operating expenses relative to operating income.

Changes in accounting standards could materially impact First Commonwealth s financial statements.
From time to time the Financial Accounting Standards Board changes the financial accounting and reporting standards that govern the
preparation of our financial statements. These changes can be hard to predict and can materially impact how we record and report our financial
condition and results of operations. In some cases, First Commonwealth could be required to apply a new or revised standard retroactively,
resulting in our restating prior period financial statements. First Commonwealth cannot predict the nature or the extent of the effect on our
business and earnings of these changes in accounting standards.

New litigation or changes in current litigation could adversely affect First Commonwealth s financial condition or results of
operation.
Although there is currently no material litigation to which First Commonwealth is the subject, future litigation that arises during the normal
course of business could be material and have a negative impact on First Commonwealth s earnings. Future litigation or changes in current
litigation could also adversely impact the reputation of First Commonwealth in the communities that it serves.

Future acquisitions that First Commonwealth chooses to pursue could place heavy demands on our employees, disrupt our business

and cause us to not realize expected earnings.
First Commonwealth cannot predict the number, size or timing of acquisitions that we will undertake in future periods. Federal and state
regulatory approval must generally be received before the company could acquire a bank or bank holding company. First Commonwealth cannot
be certain when or if, or on what terms and conditions, any required regulatory approvals would be granted. First Commonwealth could be
required to sell banks or branches as a condition to receiving regulatory approval. Difficulty in integrating an acquired company could cause
First Commonwealth not to realize expected revenue increases, cost savings, increases in geographic or product presence, and/or other projected
benefits from the acquisition. The integration could result in higher than expected deposit attrition (run-off), loss of key employees, disruption of
our business or the business of the acquired company, or otherwise adversely affect our ability to maintain relationships with customers and
employees or achieve the anticipated benefits of the acquisition. Also, the negative effect of any divestitures required by regulatory authorities in
acquisitions or business combinations could be greater than expected.

ITEM 1B.  Unresolved Staff Comments
First Commonwealth does not have any unresolved SEC staff comments.
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ITEM 2.  Properties

First Commonwealth s principal office is located in the old Indiana County Courthouse complex. This certified Pennsylvania and national
historic landmark was built in 1870 and restored by First Commonwealth in the early 1970s. First Commonwealth occupies this building, which
provides 32,000 square feet of floor space, under a 25-year restoration lease agreement with Indiana County. First Commonwealth entered into
the lease agreement in 1973 and renewed the agreement in 1998 for an additional 25 years. In order to support future expansion needs and
centralization of various functional areas, First Commonwealth owns two additional structures in Indiana, Pennsylvania, in close proximity to

the company s principal office. First Commonwealth also leases additional office space in Indiana, Pennsylvania. FCB has 110 banking facilities
of which 25 are leased and 85 are owned. Management presently expects that these facilities will be adequate to meet the anticipated needs of
First Commonwealth and its subsidiaries for the immediate future.

ITEM 3.  Legal Proceedings

There are no material legal proceedings to which First Commonwealth or its subsidiaries are a party, or of which any of their property is the
subject. All legal proceedings presently pending or threatened against First Commonwealth or its subsidiaries arose 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 and its subsidiaries.

ITEM 4.  Submission of Matters to a Vote of Security Holders
There were no matters submitted to vote by security holders in the fourth quarter of 2006.

ITEM 4A. Executive Officers of the Registrant
The table below lists the current executive officers of the Corporation:

Name Age Positions Held During the Past Five Years

John J. Dolan 50 Effective March 1, 2007, President and Chief Executive Officer of First Commonwealth
Financial Corporation ( FCFC ); Director of FCFC, FCB, First Commonwealth Financial Advisors
( FCFA ) and First Commonwealth Insurance Agency ( FCIA ). Former Executive Vice President
and Chief Financial Officer of FCFC.

Gerard M. Thomchick 51 Senior Executive Vice President and Chief Operating Officer of FCFC since 1995; President and
Chief Executive Officer of FCB; Director of FCB, FCIA and FCFA; Administrative Trustee of
First Commonwealth Capital Trust I, First Commonwealth Capital Trust II and First
Commonwealth Capital Trust III; former Director, Chairman and President of FraMal Holdings
Corporation; former President, Chief Executive Officer, Director and Investment Committee
Member of Commonwealth Trust

Sue A. McMurdy 50 Executive Vice President of FCFC; Chief Information Officer of FCFC since 2000; Senior
Executive Vice President of FCB

David R. Tomb, Jr. 75 Senior Vice President, Secretary and Treasurer of FCFC since 1995; Secretary and Director of
FCB, FCIA and FCFA; Director CTCLIC

William R. Jarrett 72 Executive Vice President and Chief Risk Officer of FCFC since 2005; former Senior Vice
President, Risk Management, of FCFC
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ITEM 4A.  Executive Officers of the Registrant (Continued)

Name Age Positions Held During the Past Five Years

R. John Previte 57 Senior Vice President, Investments, of FCFC since 1992; Senior Executive Vice President and
Investment Officer of FCB; Chairman, President and Investment Officer of FraMal Holdings
Corporation; Administrative Trustee of First Commonwealth Capital Trust I, First
Commonwealth Capital Trust II and First Commonwealth Capital Trust III; former Vice
President of FraMal Holdings Corporation

Thaddeus J. Clements 50  Senior Vice President/Strategic Resources of FCFC since 2000; Senior Executive Vice President
of FCB
Edward J. Lipkus, III 43 Effective March 1, 2007, Chief Financial Officer and Senior Vice President of FCFC; Chief

Financial Officer of FCB; Treasurer of FCIA and FraMal Holdings Corporation; Vice President
and Chief Financial Officer of FCFA; Administrative Trustee of First Commonwealth Capital
Trust I, First Commonwealth Capital Trust II and First Commonwealth Capital Trust III. Since
August 2006, Senior Vice President and Controller of FCFC. Prior to joining FCFC, served as
First Vice President, Controller, and Principal Accounting Officer for Valley National Bancorp, a
bank holding company headquartered in Wayne, New Jersey, from March 2003, and as Assistant
Controller of Valley National Bancorp from July 2002 until March 2003. From July 2001 until
June 2002, served as Vice President and Assistant Controller for Mellon Investor Services, a
subsidiary of Mellon Financial that provides recordkeeping and transactional services for
corporate clients.

Each of the officers identified above has held the position indicated above or other executive positions with the same entity (or a subsidiary

thereof) for at least the past five years except where noted.

Executive officers of First Commonwealth serve at the pleasure of the Board of Directors of the Corporation and for a term of office extending
through the election and qualification of their successors.

10
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PART II

ITEMS.  Market for Registrant s Common Stock, Related Stockholder Matters and Issuer Purchase of Equity Securities

First Commonwealth is listed on the NYSE under the symbol FCF. As of February 22, 2007, there were approximately 20,500 holders of record
of First Commonwealth s common stock. The table below sets forth the high and low sales prices per share and cash dividends declared per share
for common stock of First Commonwealth for each quarter during the last two fiscal years.

Cash Dividends
Period High Sale Low Sale Per Share
2006
First Quarter $ 14.70 $ 12.80 $ 0.170
Second Quarter $ 1461 $ 12.14 $ 0.170
Third Quarter $ 13.30 $ 12.25 $ 0.170
Fourth Quarter $ 14.11 $ 12.61 $ 0.170
2005
First Quarter $ 1540 $ 13.39 $ 0.165
Second Quarter $ 14.10 $ 12.73 $ 0.165
Third Quarter $ 1470 $ 12.90 $ 0.165
Fourth Quarter $ 13.77 $ 12.63 $ 0.170

Federal and State Regulations contain restrictions on the ability of First Commonwealth to pay dividends. For information regarding restrictions
on dividends, see Part I, Item 1 Business-Dividend Limitations and Part II, Item 8, Financial Statements and Supplementary Data-Note 32
(Regulatory Restrictions and Capital Adequacy). In addition, under the terms of the capital securities issued by First Commonwealth Capital
Trust I, II, and 111, First Commonwealth could not pay dividends on its common stock if First Commonwealth deferred payments on the junior
subordinated debt securities which provide the cash flow for the payments on the capital securities.

First Commonwealth did not repurchase shares during the fourth quarter of 2006.

11

Table of Contents 15



Edgar Filing: FIRST COMMONWEALTH FINANCIAL CORP /PA/ - Form 10-K

Table of Conten

FIRST COMMONWEALTH FINANCIAL CORPORATION AND SUBSIDIARIES

ITEMS.  Market for Registrant s Common Stock, Related Stockholder Matters and Issuer Purchase of Equity Securities (Continued)

Period Ending

Index 12/31/01 12/31/02 12/31/03 12/31/04 12/31/05 12/31/06
First Commonwealth Financial Corporation 100.00 104.73 136.27 153.93 135.87 148.46
Russell 2000 100.00  79.52 117.09 138.55 144.86 171.47
First Commonwealth Peer Group* 100.00 106.18 140.92 161.11 155.72 165.91

* First Commonwealth Peer Group includes F.N.B. Corporation, Fulton Financial Corporation, S&T Bancorp, Inc., Susquehanna Bancshares,
Inc., and AmeriServ Financial, Inc.

12
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ITEM 6.  Selected Financial Data
The following selected financial data is not covered by the auditor s report and should be read in conjunction with Management s Discussion and
Analysis of Financial Condition and Results of Operations, which follows, and with the consolidated financial statements and related notes.

Years Ended December 31,
2006 2005 2004 2003 2002
(dollars in thousands, except share data)
Interest income $ 333,070 $ 312,068 $ 278,025 $ 243773 $ 275,568
Interest expense 166,107 138,618 110,690 100,241 122,673
Net interest income 166,963 173,450 167,335 143,532 152,895
Provision for credit losses 11,544 8,628 8,070 12,770 12,223
Net interest income after provision for credit losses 155,419 164,822 159,265 130,762 140,672
Net securities gains (losses) 697 (7,673) 4,077 5,851 642
Gain on sale of branches -0- 11,832 -0- 3,041 -0-
Gain on sale of merchant services business -0- 1,991 -0- -0- -0-
Other operating income 43,550 44,075 43,572 39,552 37,453
Litigation settlement -0- -0- -0- (610) 8,000
Restructuring charges -0- 5,437 -0- -0- 6,140
Merger and related charges -0- -0- 2,125 -0- -0-
(Gain) loss on extinguishment of debt 410) -0- 29,495 -0- -0-
Other operating expenses 138,093 138,517 132,935 113,265 112,190
Income before taxes 61,983 71,093 42,359 66,551 52,437
Applicable income taxes 9,029 13,257 3,707 13,251 8,911
Net income $ 52,954 $ 57,836 $ 38,652 $ 53,300 $ 43,526
Per Share Data
Net income $ 0.75 $ 0.83 $ 0.59 $ 0.90 $ 0.75
Dividends declared $ 0.680 $ 0.665 $ 0.645 $ 0.625 $ 0.605
Average shares outstanding 70,766,348 69,276,141 65,887,611 59,002,277 58,409,614
Per Share Data Assuming Dilution
Net income $ 0.74 $ 0.83 $ 0.58 $ 0.90 $ 0.74
Dividends declared $ 0.680 $ 0.665 $ 0.645 $ 0.625 $ 0.605
Average shares outstanding 71,133,562 69,835,285 66,487,516 59,387,055 58,742,018
At End of Period
Total assets $ 6,043,916 $ 6,026,320 $ 6,198,478 $ 5,189,195 $ 4,524,743
Investment securities 1,723,191 1,939,743 2,240,477 2,073,430 1,680,609
Loans and leases, net of unearned income 3,783,817 3,624,259 3,514,833 2,824,882 2,608,634
Allowance for credit losses 42,648 39,492 41,063 37,385 34,496
Deposits 4,326,440 3,996,552 3,844,475 3,288,275 3,044,124
Company obligated mandatorily redeemable capital
securities of subsidiary trust -0- -0- -0- -0- 35,000
Subordinated debentures 108,250 108,250 108,250 75,304 -0-
Other long-term debt 485,170 691,494 731,324 718,668 544,934
Shareholders equity 571,361 521,045 531,978 430,946 401,390
Key Ratios
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Return on average assets

Return on average equity

Net loans to deposits ratio

Dividends per share as a percent of net income per
share

Average equity to average assets ratio
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0.89%
9.76%
86.47%

90.67%
9.08%
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69.44%
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80.67%
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ITEM 7. Management s Discussion and Analysis of Financial Condition and Results of Operations

This discussion and the related financial data are presented to assist in the understanding and evaluation of the consolidated financial condition
and the results of operations of First Commonwealth Financial Corporation including its subsidiaries ( First Commonwealth ) for the years ended
December 31, 2006, 2005 and 2004, and should be read in conjunction with the Consolidated Financial Statements and notes thereto included in
this Form 10-K.

FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements that describe First Commonwealth s future plans, strategies and expectations. Forward-looking
statements can be identified by the fact that they do not relate strictly to historical or current facts. They often include words such as believe,

expect, anticipate, intend, plan, estimate or words of similar meaning, or future or conditional verbs such as will, =~ would, should,
All forward-looking statements are based on assumptions and involve risks and uncertainties, many of which are beyond the control of First
Commonwealth and which may cause actual results, performance or achievements to differ materially from the results, performance or
achievements contemplated by the forward-looking statements. Such risks and uncertainties include, among other things:

Competitive pressures among depository and other financial institutions nationally and in our market areas may increase
significantly.

Adverse changes in the economy or business conditions, either nationally or in our market areas, could increase credit-related losses
and expenses and/or limit growth.

Increases in defaults by borrowers and other delinquencies could result in increases in our provision for losses on loans and related
expenses.

Our inability to manage growth effectively, including the successful expansion of our customer support, administrative infrastructure
and internal management systems, could adversely affect our results of operations and prospects.

Fluctuations in interest rates and market prices could reduce our net interest margin and asset valuations and increase our expenses.

The consequences of continued bank acquisitions and mergers in our market areas, resulting in fewer but much larger and financially
stronger competitors, could increase competition for financial services to our detriment.

Our continued growth will depend in part on our ability to enter new markets successfully and capitalize on other growth
opportunities.

Changes in legislative or regulatory requirements applicable to us and our subsidiaries could increase costs, limit certain operations
and adversely affect results of operations.
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Changes in tax requirements, including tax rate changes, new tax laws and revised tax law interpretations may increase our tax
expense or adversely affect our customers businesses.
In light of these risks, uncertainties and assumptions, you should not place undue reliance on any forward-looking statements in this report. First
Commonwealth undertakes no obligation to publicly update or otherwise revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

Critical Accounting Policies and Significant Estimates

First Commonwealth considers accounting policies and estimates to be critical to reported financial results if (1) the estimate requires
management to make assumptions about matters that are highly uncertain and (2) the
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ITEM 7. Management s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Critical Accounting Policies and Significant Estimates (Continued)

different estimates that management reasonably could have used for the accounting estimate in the current period or the changes in the
accounting estimates from period to period could have a material impact on First Commonwealth s financial condition or results of operations.
Accounting policies related to the allowance for credit losses and goodwill and other intangible assets are considered to be critical because they
are highly dependent on subjective or complex judgments, assumptions and estimates by management.

Allowance for Credit Losses

The allowance for credit losses is a reserve established through a provision for credit losses charged to expense, which represents management s
best estimate of probable losses that are inherent in the existing loan portfolio. The allowance includes amounts calculated in accordance with
FASB Statement No. 114  Accounting by Creditors for Impairment of a Loan as amended by FASB Statement No. 118 and amounts determined
in accordance with FASB Statement No. 5 Accounting for Contingencies.

Management and First Commonwealth s 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. While allocations are made to specific loans and pools of loans, the total allowance is available
for all loan losses.

There are many factors affecting the allowance for credit losses; some are quantitative while others require qualitative judgment and the use of
estimates related to the amount and timing of expected future cash flows on impaired loans, estimated losses based on historical loss experience
and consideration of current economic trends and conditions, all of which may be susceptible to significant change. To the extent that actual
outcomes differ from estimates, additional provisions for credit losses could be required that could adversely affect earnings or financial position
in future periods. The loan portfolio represents the largest asset category on the Consolidated Statements of Financial Condition.

Classified loans on the primary watch list are analyzed to determine the level of inherent loss in the credits under current circumstances. The
allowance established for these classified loans is based on careful analysis of the loan s 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
and senior management within First Commonwealth.

The process of determining the allowance also considers special circumstances which may warrant an additional allowance. The additional
allowance may be needed to cover specific factors such as changes in portfolio risk or concentrations of credit and economic conditions.

Portfolio risk includes unusual changes or recent trends in specific portfolios such as unexpected changes in the trends or levels of delinquency,
unusual repossession activity 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 identifiable
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ITEM 7. Management s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Critical Accounting Policies and Significant Estimates (Continued)

Allowance for Credit Losses (Continued)

or considered in the methodology defined above. These factors include, but are not limited to potential judgment or data errors or factors
inherently uncertain 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 judgment used
in determining the fair value of assets and liabilities acquired in past acquisitions are subjective and complex. As a result, changes in these
assumptions or judgment could have a significant impact on the financial condition or results of operations of First Commonwealth.

The fair value of acquired assets and liabilities, including the resulting 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 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 and are periodically evaluated for impairment.

As of December 31, 2006, goodwill was not considered impaired; however, changing economic conditions could result in impairment, which
could adversely affect earnings in future periods.

Results of Operations 2006 Compared to 2005
Executive Summary

The year 2006 was extremely challenging for the banking industry and First Commonwealth. Short-term interest rates increased as a result of
increases by the Federal Reserve, while market-driven longer-term interest rates increased at a slower pace causing the flat and inverted yield
curve environment. This resulted in net interest margin compression causing First Commonwealth s main source of income to come under
pressure.

As a result of this yield curve environment, First Commonwealth has deployed funds from maturities and repayments of investment securities
primarily to reduce borrowings. This strategy resulted in the reduction of interest-earning assets and expansion in the net interest margin but
culminated in the decline of net interest income and net income.

Net income was $53.0 million in 2006, a decrease of $4.9 million from the 2005 results of $57.8 million. Diluted earnings per share were $0.74
for 2006 compared to $0.83 for 2005. Return on average assets was 0.89% and return on average equity was 9.76% during 2006 compared to
0.94% and 10.89%, respectively for 2005.

During the year, First Commonwealth completed the acquisition of Laurel Capital Group Laurel Capital adding eight new branches in addition
to opening three new offices thereby expanding its retail footprint in the Pittsburgh market. The Laurel acquisition during the third quarter of
2006 expanded First Commonwealth s market presence in higher potential growth and more densely populated markets.
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ITEM 7. Management s Discussion and Analysis of Financial Condition and Results of Operations (Continued)
Results of Operations 2006 Compared to 2005 (Continued)

Executive Summary (Continued)

Earnings for 2006 included a $6.5 million decline in net interest income, a $2.9 million increase in the provision for credit losses, a $1.3 million
increase in service charges on deposit accounts, a $1.1 million decrease in other operating income, a $1.1 million increase in net occupancy
expense and a $1.9 million reduction in other operating expenses. A lower effective income tax rate also contributed to net income for 2006.

The following table illustrates the impact on diluted earnings per share of changes in certain components of net income for 2006 compared to
2005 and 2005 compared to 2004:

2006 2005
VS. VS.
2005 2004

Net income per diluted share, prior year $ 0.83 $ 0.58
Increase (decrease) from changes in:

Net interest income (0.14) (0.03)
Provision for credit losses (0.04) 0.00
Security transactions 0.12 0.17)
Sale of branches (0.17) 0.17
Sale of merchant services business (0.03) 0.03
Merchant discount income (0.02) (0.04)
Other operating income (0.01) 0.01
Salaries and employee benefits 0.03 (0.02)
Occupancy and equipment costs (0.01) 0.00
Intangible amortization 0.00 (0.01)
Restructuring charges 0.08 (0.08)
Merger and integration charges 0.00 0.03
Extinguishment of debt 0.01 0.44
Other operating expenses (a) 0.03 0.05
Applicable income taxes 0.06 (0.13)
Net income per diluted share $ 0.74 $ 0.83

(a) Includes $0.01 per diluted share for the 2006 vs. 2005 impact and $0.03 per diluted share for the 2005 vs. 2004 impact for plastic card
interchange expense related to the merchant services business sold in 2005.
Net Interest Income

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 s