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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

M  Annual Report Pursuant to Section 13 or 15(dhefSecurities Exchange Act of 1934.
For the fiscal year ended December 31, 2006
Commission file number 1-12508

S&T BANCORP, INC.

(Exact name of registrant as specified in its arart

Pennsylvania 25-143442¢€
(State or other jurisdiction of incorporation ofanization) (I.LR.S. Employer Identification No
800 Philadelphia Street, Indiana, PA 15701
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area codé800) 325-2265
Securities registered pursuant to Section 12(h@fAct: None
Securities registered pursuant to Section 12(ghefct:

Common Stock, Par Value $2.50 per share
(Title of class)

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405edBdturities Act.
Yes M No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act.
Yes O No ™

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags.

Yes M No [

Indicate by check mark if disclosure of delinquidletrs pursuant to Item 405 of Regulation S-K (2% of this chapter) is not contained
herein, and will not be contained, to the beskgistrant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Ill of this form 10-K or any amendment histform 10-K. {M }

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated fileild Accelerated filer O Non-accelerated filer

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Act)
Yes O No ™

The aggregate market value of the voting and ndmg@ommon equity held by nonaffiliates of theistigaint as of June 30, 2006:
Common Stock, $2.50 par value — $807,686,187

The number of shares outstanding of the issuea'ssels of common stock as of February 12, 2007:
Common Stock, $2.50 par value — 25,314,324 shares

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the proxy statement for the annualed@iders meeting to be held April 16, 2007 arelipomated by reference into Part |
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Part |

ltem 1. Business

General

S&T Bancorp, Inc. (“S&T"; references to “we” or “Usefers to S&T, including on a consolidated bagith our subsidiaries where
appropriate) was incorporated on March 17, 1983uttte laws of the Commonwealth of Pennsylvania lank holding company and has
two wholly owned subsidiaries, S&T Bank and 9tteStrHoldings, Inc. S&T owns a one-half interesCommonwealth Trust Credit Life
Insurance Company (“CTCLIC"). S&T is registeredaafinancial holding company with the Board of Gowans of the Federal Reserve
System under the Bank Holding Company Act of 136amended (“BHCA”).

As of December 31, 2006, S&T had approximately $@ll®n in total assets, $339.1 million in totdlaseholder’s equity and $2.6 billion
in total deposits. S&T Bank deposits are insuredheyFederal Deposit Insurance Corporation (“FDIt6")he maximum extent provided by
law.

S&T Bank is a full service bank with its Main Offiat 800 Philadelphia Street, Indiana, Pennsylyam@viding service to its customers
through a branch network of 49 offices located ilegheny, Armstrong, Blair, Butler, Cambria, ClarjcClearfield, Indiana, Jefferson and
Westmoreland counties of Pennsylvania.

S&T Bank’s services include accepting time and desdeposit accounts, originating commercial andsaorer loans, providing letters
of credit, offering discount brokerage servicesspaal financial planning, credit card services mstdirance products. Management believes
that S&T Bank has a relatively stable deposit rawkno material amount of deposits are obtained fingle depositor or group of
depositors (including federal, state and local gowents). S&T Bank has not experienced signifi¢ttuations in deposits.

Total wealth management assets under managemesiaywproximately $1.4 billion at December 31, 200@alth management services
include services as executor and trustee undes ailtl deeds, as guardian and custodian of emplmyesits and other trusts and brokerage
services.

S&T Bank has four wholly owned subsidiaries, S&¥urance Group, LLC, S&T Bancholdings, Inc., S&T féssional Resources Grol
LLC and Stewart Capital Advisors, LLC. In May 20@&T Professional Resources Group, LLC was fornoetharket software developed
S&T. In August 2002, S&T Bancholdings, Inc. wasnfi@d as an investment holding company. In Augus2288&.T Bank acquired Evergre
Insurance Associates, Inc., a multi-line insuraagency with a client base of approximately 2,006&t@mers in Pennsylvania, Maryland and
West Virginia. Evergreen Insurance Associates, \Was merged into Evergreen Acquisition, LLC, witheaulting name change to Evergreen
Insurance Associates, LLC (“Evergreen”), a whollyned subsidiary of S&T Insurance Group, LLC. Evergr provides insurance programs
structured to the individual needs of its customans! offers a full line of commercial property azasualty insurance, group life and health
coverage, employee benefit solutions as well asgmal insurance. Stewart Capital Advisors, LLCpfed in August 2005, is a registered
investment advisor that manages private investmertunts for individuals and institutions and adsithe Stewart Capital Mutual Funds.

Employees

As of December 31, 2006, S&T Bank and subsididraes 790 fulltime equivalent employees. S&T provides a varidtgraployment benefi
and considers its relationship with its employeekd good.

Access to United States Securities and Exchange Com  mission Filings

All reports filed electronically by S&T with the Uted States Securities and Exchange CommissionG"gEncluding our annual report on
Form 10-K, quarterly reports on Form 10-Q, curmeports on Form 8-K, and our annual proxy statesjexst well as any amendments to
those reports, are
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Item 1. BUSINESS — continued

accessible at no cost on our website at www.stlrarnmmm. These filings are also accessible on tHe'Stvebsite at www.sec.gov. You may
also read and copy any material S&T files with 8t€C at the SEC’s Public Reference Room at 100de6tN.E., Washington, D.C. 20549.
You may obtain information on the operation of Ehgblic Reference Room by calling the SEC at 1-88C-$330.

Supervision and Regulation
General

S&T and S&T Bank are each extensively regulateceufieleral and state law. The following describer$ain aspects of such regulation and
does not purport to be a complete descriptionlokgulations that affect S&T or all aspects oftsuegulations.

To the extent statutory or regulatory provisions éescribed, the description is qualified in itirety by reference to the particular
statutory or regulatory provisions. Proposals tange the laws and regulations governing the barikithgstry are frequently raised in
Congress, in state legislatures and before thewsithank regulatory agencies. The likelihood amihi on any changes and the impact such
changes might have on S&T or S&T Bank are imposdibldetermine with any certainty.

Any change in applicable laws or regulations, athimway such laws or regulations are interpretetegulatory agencies or courts, may
have a material impact on our business, operatdodsarnings.

S&T

S&T is a bank holding company subject to regulatioder the BHCA, and the examination and repontaggiirements of the Federal Rese
System (the “Federal Reserve Board”). Under the BH&Lbank holding company may not directly or iedity acquire ownership or control
of more than five (5) percent of the voting sharmesubstantially all of the assets of any additidizank, or merge or consolidate with another
bank holding company, without the prior approvatied Federal Reserve Board. S&T has received suuitogals from the Federal Reserve
Board for the following passive ownership positions

% of Outstanding

Name of Entity % Approved Shares Owned by S&T

Allegheny Valley Bancorp, Inc 24.9% 14.0%
CBT Financial Corp 9.9% 5.4%
IBT Bancorp, Inc 9.9% 8.0%

S&T also is subject to the supervision and regoihatif the Pennsylvania Department of Banking (“PAPB&T elected to become a
financial holding company under the BHCA in 200 dnereby engage in a broader range of financidlather activities than are permissi
for traditional bank holding companies. In ordegt@lify and maintain its status as a financiabi company, the depository institutions
controlled by S&T must remain “well capitalized"dafwell managed” (as defined in federal law), add at least a “satisfactory”
Community Reinvestment Act (“CRA”) rating. S&T aS&T Bank currently satisfy these criteria. No regjaty approval is required for a
financial holding company to acquire a companyeothan a bank or savings association, engagettiinties that are financial in nature or
incidental to activities that are financial in nauas determined by the Federal Reserve BoardBHE@A identifies several activities as
“financial in nature” including, among others, sgties underwriting, dealing and market making; sparing mutual funds and investment
companies; insurance underwriting and sales agémegstment advisory activities; merchant bankiotivities; and activities that the Fede
Reserve Board has
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Item 1. BUSINESS — continued

determined to be closely related to banking orager incident thereto. Banks also may engage, sutgdimitations on investment, in
activities that are financial in nature, other tli@surance underwriting, insurance company podfiivestment, real estate development and
real estate investment, through a financial subsydif the bank, if the bank is well capitalize&llwnanaged and has at least a “satisfactory”
CRA rating.

If S&T Bank ceases to be “well capitalized” or “Welanaged,” S&T will not be in compliance with theguirements of the BHCA
regarding financial holding companies. If a finaidiolding company is notified by the Federal Resdoard of such a change in the ratings
of any of its subsidiary banks, it must take certrrective actions within specified time framearthermore, if S&T Bank were to receive a
CRA rating under the Community Reinvestment Adiesk than “satisfactory,” then S&T would be protedifrom engaging in new activities
or acquiring companies other than bank holding camgs, banks or savings associations until thegasi raised to “satisfactory” or better.

S&T is presently engaged in nonbanking activitteetigh the following six entities: 9th Street Holgs, Inc., S&T Bancholdings, Inc.,
CTCLIC, S&T Insurance Group, LLC, S&T ProfessioRasources Group, LLC and Stewart Capital Advisots;. 9th Street Holdings, Inc.
was formed in June 1988 and S&T Bancholdings, Was formed in August 2002 to hold and manage ampodinvestments previously
owned by S&T Bank and to give S&T additional latiéuto purchase other investments. CTCLIC, whichj@int venture with another
financial institution, acts as a reinsurer of ctdif®, accident and health insurance policies $3/B&T Bank and the other institution. S&T
Insurance Group, LLC distributes high-quality lifsurance and long-term disability income insurgmeaucts. During 2002, S&T Insurance
Group, LLC expanded into the property and castaliyrance business with the acquisition of Evengtesurance Associates, LLC. S&T
Professional Resources Group, LLC markets softwaveloped by S&T. Stewart Capital Advisors, LLO;nfied in August 2005, is a
registered investment advisor that manages prinastment accounts for individuals and institus@md advises the Stewart Capital Mutual
Funds.

S&T Bank

As a statezhartered, commercial bank, the deposits of whiehirsured by the FDIC, S&T Bank is subject to shpervision and regulation
the PADB and the FDIC. S&T Bank also is subjectdoous requirements and restrictions under fedmrdlstate law, including requirements
to maintain reserves against deposits, restrictionthe types, amount and terms and conditionsanfd that may be granted, and limits on the
type of other activities in which S&T Bank may eggaand the investments it may make.

S&T Bank also is subject to federal laws that lithi amount of transactions between itself and $&$&T’s nonbank subsidiaries.
Under these provisions, transactions by a bank igtharent company or any nonbank affiliate gelheeae limited to 10 percent of the bank
subsidiary’s capital and surplus or 20 percenhanaggregate. Further, loans and extensions oit geerally are required to be secured by
eligible collateral in specified amounts. Fedeaal klso imposes similar restrictions on transastiogtween a bank and its financial
subsidiaries. A bank, such as S&T Bank, is proaibfrom purchasing any “low quality” asset fromadfiliate. S&T Bank is in compliance
with these provisions.

Insurance of Accounts; Depositor Preference

The deposits of S&T Bank are insured up to appletimits per insured depositor by the FDIC. AsRIDIC-insured bank, S&T Bank also is
subject to FDIC insurance assessments. As a i@sthieé Federal Deposit Insurance Reform Act of 20068 FDIC adopted a revised risk-
based assessment system to determine assessmasribrat paid by member institutions such as S&ikBender this revised assessment
system, risk is defined and measured using artutisii’s supervisory ratings with certain othekrimeasures, including certain financial
ratios. The annual rates for 2007 for
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Item 1. BUSINESS — continued

institutions in risk category | range from 5 to &lks points, [the rate for institutions in riskagry 1l is 10 basis points and the rate for
institutions in risk category lll is 28 basis p@htThese rates may be offset by a one time assessmedit held by an institution, based on
assessment base of that institution as of DeceB1het996, and in the future by dividends that maéclared by the FDIC if the deposit
reserve ratio increases above a certain amountFDh& may raise or lower these assessment ratesl lmasvarious factors to achieve a
reserve ratio, which the FDIC currently has sét.25 percent of insured deposits.

In addition to deposit insurance fund assessm#rgs:DIC assesses all insured deposits a spesidsment to fund the repayment of
debt obligations of the Financing Corporation (F)CRICO is a government-sponsored entity that waséd to borrow the money necessary
to carry out the closing and ultimate dispositiéifiadled thrift institutions by the Resolution TtuSorporation. At December 31, 2006, the
annualized rate established by the FDIC for theQFr8sessment was 1.24 basis points per $100 akahsieposits.

Under federal law, deposits and certain claimsaftministrative expenses and employee compensajains insured depository
institutions are afforded a priority over other geal unsecured claims against such an institutmhyding federal funds and letters of credit,
in the liquidation or other resolution of such astitution by any receiver appointed by regulatauyhorities. Such priority creditors would
include the FDIC.

Capital

The Federal Reserve Board and the FDIC have issutestantially similar risk-based and leverage eagitidelines applicable to banking
organizations they supervise. Under the risk-basgital requirements, both S&T and S&T Bank gemgiae required to maintain a
minimum ratio of total capital to risk-weighted ats(including certain off-balance sheet activitesch as standby letters of credit) of 8.00
percent. At least half of the total capital mustbenposed of common equity, retained earnings aatifging perpetual preferred stock, less
certain intangibles (“Tier 1 capital”). The remaémdnay consist of certain subordinated debt, aettgbrid capital instruments and other
qualifying preferred stock, and a limited amounttaf loan loss allowance (“Tier 2 capital” and,dtiger with Tier 1 capital, “Total capital”).
At December 31, 2006, S&T's Tier 1 and Total cdpi@éios were 9.68 percent and 11.93 percent, otisjedy, and the ratios of Tier 1 capital
and Total capital to total risk-adjusted assetsSi&IT Bank were 8.54 percent and 10.64 percentedsgely.

In addition, each of the federal bank regulatorgrames has established minimum leverage capiial requirements for banking
organizations. These requirements provide for amum leverage ratio of Tier 1 capital to adjustedrage quarterly assets equal to 3.00
percent for bank and bank holding companies tha&t mertain specified criteria, including that thieawe the highest regulatory rating and are
not experiencing significant growth or expansiofi.other banks and bank holding companies genesatyrequired to maintain a leverage
ratio of at least 100 to 200 basis points abovestaged minimum. At December 31, 2006, S&T's legereatio was 8.84 percent, and S&T
Bank’s leverage ratio was 7.74 percent.

Both the Federal Reserve Board and the FDIC'shiessed capital standards explicitly identify concatiins of credit risk and the risk
arising from non-traditional activities, as well@s institution’s ability to manage these risksinagortant factors to be taken into account by
the agency in assessing an institution’s overglitahadequacy. The capital guidelines also protde an institution’s exposure to a decline
in the economic value of its capital due to charigésterest rates be considered by the agencyfactar in evaluating a bank’s capital
adequacy. The Federal Reserve Board also has iasid@ébnal capital guidelines for certain bankdiog companies that engage in trading
activities. S&T does not believe that consideratbthese additional factors will affect the regata’ assessment of S&T or S&T Bank’s
capital position.
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Item 1. BUSINESS — continued

Payment of Dividends

S&T is a legal entity separate and distinct frosnbianking and other subsidiaries. A substantigiggoof S&T's revenues consist of dividend
payments it receives from S&T Bank. S&T Bank, imtus subject to state laws and regulations ihait the amount of dividends it can pay
to S&T. In addition, both S&T and S&T Bank are sdijto various general regulatory policies relatmghe payment of dividends, including
requirements to maintain adequate capital abovdatay minimums. The Federal Reserve Board hasated that banking organizations
should generally pay dividends only if (1) the argation’s net income available to common sharedisldver the past year has been
sufficient to fund fully the dividends and (2) thespective rate of earnings retention appearsistens with the organization’s capital needs,
asset quality and overall financial condition. S8des not expect that any of these laws, regulatopslicies will materially influence S&T
or S&T Bank’s ability to pay dividends. During tiear ended December 31, 2006, S&T Bank paid $3dl@min cash dividends to S&T.

Other Safety and Soundness Regulations

There are a number of obligations and restrictionmosed on bank holding companies such as S&T tardepository institution subsidiary
federal law and regulatory policy that are desigteededuce potential loss exposure to the depasitbsuch depository institutions and to the
FDIC insurance funds in the event the depositosyitition becomes in danger of default or in defduhder current federal law for example,
the federal banking agencies possess broad pow&akd prompt corrective action to resolve problefissured depository institutions. The
extent of these powers depends upon whether thitutien in question is “well capitalized,” “adequedy capitalized,” “undercapitalized,”
“significantly undercapitalized,” or “critically wercapitalized,” as defined by the law. Under ratjahs established by the federal banking
agencies, a “well capitalized” institution must bav Tier 1 capital ratio of at least 6.00 percantptal capital ratio of at least 10.00 percent
and a leverage ratio of at least 5.00 percent ahtesubject to a capital directive order. An ‘GaEtely capitalized” institution must have a
Tier 1 capital ratio of at least 4.00 percent, #al oapital ratio of at least 8.00 percent andvariage ratio of at least 4.00 percent, or 3.00
percent in some cases. As of December 31, 2006, B#ik was classified as “well capitalizedHe classification of depository institutions
primarily for the purpose of applying the federahking agenciegdrompt corrective action provisions and is notmaked to be and should 1
be interpreted as a representation of overall firdirondition or prospects of any financial ingion.

The federal banking agencies’ prompt correctiveoagbowers (which increase depending upon the @egrevhich an institution is
undercapitalized) can include, among other thingguiring an insured depository institution to adagapital restoration plan which cannot
be approved unless guaranteed by the institutipsrent company; placing limits on asset growth r@strictions on activities, including
restrictions on transactions with affiliates; reeting the interest rates the institution may paydeposits; prohibiting the payment of principal
or interest on subordinated debt; prohibiting thiling company from making capital distributionghvaiut prior regulatory approval; and,
ultimately, appointing a receiver for the instituti Among other things, only a “well capitalized®mbsitory institution may accept brokered
deposits without prior regulatory approval. In ditdii to the foregoing, current Federal Reserve Baalicy with respect to bank holding
company operations requires a bank holding compasgrve as a source of financial strength toubsgliary depository institutions and to
commit resources to support such institutions ioucnstances where it might not do so otherwise.

The federal banking agencies also have adoptealjued prescribing safety and soundness standalatsng to internal controls and
information systems, internal audit systems, loacudnentation, credit underwriting, interest ratpasure, asset growth and compensation,
fees and benefits. In general, the guidelines regaimong other things, appropriate systems aralipes to
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Item 1. BUSINESS — continued

identify and manage the risks and exposures spddifithe guidelines. The guidelines prohibit esegscompensation as an unsafe and
unsound practice and describe compensation assxe@ghen the amounts paid are unreasonable aogisgionate to the services
performed by an executive officer, employee, doect principal shareholder. In addition, the ages@dopted regulations that authorize, but
do not require, an agency to order an institutiat has been given notice by an agency that wtisncompliance with any of such safety and
soundness standards to submit a compliance pleaaftéf being so notified, an institution failssebmit an acceptable compliance plan, the
agency must issue an order directing action toecothe deficiency and may issue an order direaithgr actions of the types to which an
undercapitalized institution is subject under thengpt corrective action provisions described above.

Regulatory Enforcement Authority

The enforcement powers available to federal banigencies are substantial and include, among tihegs and in addition to other powers
described herein, the ability to assess civil momeyalties, to issue cease-afekbist or removal orders and to initiate injuncéations again:
banks and bank holding companies and “institutifiicied parties,” as defined in the Federal Dépbssurance Act (“FDIA”). In general,
these enforcement actions may be initiated foragiohs of laws and regulations and unsafe or urdpuactices. Other actions or inactions
may provide the basis for enforcement action, idicig misleading or untimely reports filed with régtory authorities.

The PADB also has broad enforcement powers over B&k, including the power to impose fines and ottil and criminal penalties,
and to appoint a conservator or receiver.

Interstate Banking and Branching

The BHCA currently permits bank holding companiesf any state to acquire banks and bank holdingpemies located in any other state,
subject to certain conditions, including certaitiovawide and statémposed deposit concentration limits. S&T Bank thesability, subject t
certain restrictions, to acquire by acquisitiomaarger, branches of banks located outside of Pérarsy, its home state. The establishmer
de novo interstate branches is also possible isetstates where expressly permitted. Once a ban&dtablished branches in a state through
an interstate merger transaction, the bank maypksiitzand acquire additional branches at any loadti the state where a bank headquart

in that state could have established or acquiraddires under applicable federal or state law.

Community Reinvestment and Consumer Protection Laws

In connection with its lending activities, S&T Baisksubject to a number of federal laws designgurdtect borrowers and promote lendin
various sectors of the economy and population. &edude the Equal Credit Opportunity Act, the fhrin-Lending Act, the Home
Mortgage Disclosure Act, the Real Estate SettlerReatedures Act, the Fair Credit Reporting Act HrelCommunity Reinvestment Act (the
“CRA"). In addition, rules developed by the feddahking agencies pursuant to federal law requéeabsure of privacy policies to
consumers and in some circumstances, allow consum@revent the disclosure of certain personariation to nonaffiliated third parties.

The CRA requires the appropriate federal bankirenayg, in connection with its examination of a baikassess the bank’s record in
meeting the credit needs of the communities sebpyetie bank, including low and moderate-income megghoods. Furthermore, such
assessment also is required of any bank that hdiedpamong other things, to merge or consoligdatk or acquire the assets or assume the
liabilities of an insured depository institutiorr,to open or relocate a branch office. In the adsebank holding company (including a
financial holding company) applying for approvalaoquire a bank or bank holding company, the FééRaserve Board will assess the rec
of each subsidiary bank of the applicant bank Imgjdiompany in considering the application. Under th
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Item 1. BUSINESS — continued

CRA, institutions are assigned a rating of “outdtag,
“satisfactory” in its most recent CRA evaluation.

satisfactory,” “needs to improve” or “unssfactory.” S&T Bank was rated

Anti-Money Laundering Legislation

S&T Bank is subject to the Bank Secrecy Act andhifislementing regulations and other anti-money tisimg laws and regulations,
including the USA PATRIOT Act of 2001. Among othaings, these laws and regulations require S&T Bartlke steps to prevent the use
of S&T Bank to facilitate the flow of illegal orlitit money, to report large currency transactians to file suspicious activity reports. S&T
Bank also is required to develop and implementraprehensive anti-money laundering compliance pragianks also must have in place
appropriate “know your customer” policies and pidaes. Violations of these requirements can réswdtibstantial civil and criminal
sanctions. In addition, provisions of the USA PATHIAct require the federal financial institutiorgtgatory agencies to consider the
effectiveness of a financial institution’s anti-negnlaundering activities when reviewing bank mesgard bank holding company
acquisitions.

Competition

S&T Bank competes with other local, regional antiamal financial service providers, such as otlimaricial holding companies, commercial
banks, savings associations, credit unions, finanogpanies and brokerage and insurance firms. iibadial service industry is likely to
become more competitive as further technologicabades enable more companies to provide finaneraices on a more efficient and
convenient basis.

Item 1A. RISK FACTORS

Investments in S&T common stock involve risk. Toh#dwing discussion highlights risks managementdwels are material for our company,
but does not necessarily include all risks that 384y face.

The market price of S&T common stock may fluctuate significantly in response to a number of factors, i ncluding:
» changes in securities analysts’ estimates of filgduperformance
» volatility of stock market prices and volumes
» changes in market valuations of similar companies
* new products or services offered in the banking@arfthancial services industries
» variations in quarterly or annual operating results
* new litigation

» changes in accounting policies or procedures ashmagquired by the Financial Accounting Stand&dard or other regulatory
agencie

If S&T does not adjust to changes in the financial services industry, its financial performance may su ffer.

S&T'’s ability to maintain its history of strong famcial performance and return on investment toestedders will depend in part on its ability
to expand its scope of available financial serviceiss customers. In addition to other banks, cetitgrs include security dealers, brokers,
mortgage bankers, investment advisors, and finandénsurance companies. The increasingly compegtnvironment is, in part, a result of
changes in regulation, changes in technology aodymt delivery systems, and the accelerating pacersolidation among financial service
providers.
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Item 1A. RISK FACTORS — continued

Future governmental regulation and legislation coul d limit our growth.

S&T is subject to extensive state and federal g, supervision and legislation that govern lyeavery aspect of our operations. Changes
to these laws could affect our ability to delivereapand our services and diminish the value ofthmsiness. See “Supervision and
Regulation” for additional information.

Interest rate movements impact the earnings of S&T.

S&T is exposed to interest rate risk, through tperations of its banking subsidiary, since subg&liyall of S&T Bank’s assets and liabiliti¢
are monetary in nature. Interest rate risk aris@® fmarket driven fluctuations in interest ratest thffect cash flows, income, expense and
value of financial instruments. S&T Bamskéarnings, like that of most financial institusotargely depend on net interest income, whiche:
difference between the interest income earned t@nast-earning assets, such as loans and investnagct the interest expense paid on
interest-bearing liabilities, such as deposits lamalowings. In an increasing interest rate envirentnthe cost of funds is expected to increase
more rapidly than the interest earned on the laatissecurities because the primary source of farelsleposits with generally shorter
maturities than the maturities on loans and investrsecurities. This causes the net interest paad to compress and negatively impact
S&T Bank’s profitability.

S&T's business strategy includes growth plans throu gh internal growth and acquisitions. Our financial condition and
results of operations could be negatively affected if we fail to grow or fail to manage our growth eff  ectively.

S&T intends to continue pursuing a profitable growtrategy. Our prospects must be considered I difithe risks, expenses and difficulties
frequently encountered by companies in growth stadelevelopment. We cannot assure you that web&illble to expand our market
presence in our existing markets or successfullgrarew markets or that any such expansion willaatversely affect our results of
operations. Failure to manage our growth effecfiweluld have a material adverse effect on our lmssinfuture prospects, financial condition
or results of operations and could adversely affectability to successfully implement our businssategy. Also, if we grow more slowly
than anticipated, our operating results could bterialy adversely affected.

Our ability to grow successfully will depend onariety of factors including the continued avail@pibf desirable business opportunities,
the competitive responses from other financialitasons in our market areas and our ability to age our growth. While we believe we hi
the management resources and internal systemade ¥ successfully manage our future growth, thenebe no assurance that growth
opportunities will be available or that growth wik successfully managed.

Downturn in the local economies may adversely affec  t our business.

S&T's business is concentrated in the western-Bdvansia area. As a result, its financial conditieesults of operations and cash flows are
subject to changes if there are changes in theoagiorconditions in this area. A prolonged periodobnomic recession or other adverse
economic conditions in this area could have a reg@anpact on S&T. S&T can provide no assurance ¢baditions in its market area
economies will not deteriorate in the future anat Such deterioration would not have a materiakesk effect on S&T.

Item 1B. UNRESOLVED STAFF COMMENTS

There were no unresolved comments received fronSE@ regarding S&T's periodic or current reporthivi the last 180 days prior to
December 31, 2006.
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Item 2. PROPERTIES

S&T operates 49 banking offices in Allegheny, Armaag, Blair, Butler, Cambria, Clarion, Clearfielddiana, Jefferson, Westmoreland and
surrounding counties in Pennsylvania.

S&T owns land and banking offices at the following locations:

133 Philadelphia Street Armagh, 205 East Market Street 111 Resort Plaza Drive 456 Main Street Brockway, PA

PA 1592C Blairsville, PA 15717 Blairsville, PA 15717 15824

256 Main Street Brookville, PA 209 Allegheny Boulevard 100 South Chestnut Street Derry410 Main Street Clarion, PA

15825 Brookville, PA 1582¢ PA 15627 16214

650 Main Street Clarion, PA 162 85 Greensburg Street Delmont, 200 Patchway Road Duncansvi 614 Liberty Boulevard DuBois,
PA 15626 PA 16635 PA 15801

Coral Reef & Crooked 35 West Scribner Avenue 34 North Main Street Homer Cit 420 Pleasantview Drive &

Island Roads DuBois, PA 15801 DuBois, PA 15801 PA 15748 Armstrong Street Ford City, PA

16226

920 Fifth Avenue Ford City, PA 701 East Pittsburgh Street 225 Lucerne Road Lucernemine®175 Route 286 South Indiana,

16226 Greensburg, PA 156( PA 15754 PA 15701

100 South Fourth Street 501 Philadelphia Street Indiana, 2190 Hulton Road Verona, PA 4385 Old Wm. Penn Hwy

Youngwood, PA 1569 PA 15701 15147 Monroeville, PA 1514¢

4251 Old Wm. Penn Hwy 628 Broad Street New Bethlehe 539 West Mahoning Street 12262 Frankstown Road

Murrysville, PA 1566¢ PA 16242 Punxsutawney, PA 157¢ Pittsburgh, PA 1523

301 Unity Center Road Pittsburgh7660 Saltsburg Road Pittsburgh,30 Towne Center Drive 232 Hampton Avenue

PA 15239 PA 15239 Leechburg, PA 1565 Punxsutawney, PA 157¢

418 Main Street Reynoldsville, PAG02 Salt Street Saltsburg, PA 800 Philadelphia Street Indiana, 355 North Fifth Street Indiana,

15851 15681 PA 15701 PA 15701

196 Industrial Park Ebensburg, PA

15931

S&T leases land where S&T owns the banking offices and remote ATM buildings at the following locations

8th & Merle Street Clarion, PA 2320 Route 286 Pittsburgh, PA 523 Franklin Avenue Vandergri 435 South Seventh Street India

16214 15239 PA 1569C PA 15701
1107 Wayne Avenue Indiana, PA 1176 Grant Street Indiana, PA 229 Westmoreland Drive, Route 220 New Castle Road Butler, PA
15701 15701 30 16001

Greensburg, PA 156(

835 Hospital Road Indiana, PA
15701
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Item 2. PROPERTIES — continued

S&T leases land and banking offices at the followin g locations:

20001 Route 19 Suite B
Cranberry Township, PA 16066

Lawruk Plaza
208 West Plank Road
Altoona, PA 1660:

3100 Oakland Avenue
Indiana, PA 15701

2388 Route 286
Holiday Park, PA 15239

Item 3. LEGAL PROCEEDINGS

6700 Hollywood Boulevard 5522 Shaffer Road 206 East High Street
Delmont, PA 15626 DuBois Mall Ebensburg, PA 15931
DuBois, PA 1580:

324 North Fourth Street Indiana, PA00 Colony Lane Latrobe, PA 3884 Route 30 East Latrol

15701 15650 PA 15650
12 Hilltop Plaza Kittanning, PA Two Gateway Center 33 South Sixth Street
16201 603 Stanwix Street, Suite 125 Indiana, PA 15701

Pittsburgh, PA 1522

Shadyside Village
820 South Aiken Avenue Pittsbur¢
PA 15232

The nature of our business generates a certainmatroblitigation involving matters arising in thedinary course of business. However, in
management’s opinion, there are no proceedingsipgma which S&T is a party or to which our propeis subject, which, if determined
adversely to S&T, would be material in relatiorotar shareholders’ equity or financial condition akidition, no material proceedings are
pending nor are known to be threatened or conteasgblagainst us by governmental authorities or gtlaeties.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURIT Y HOLDERS

There were no matters during the fourth quarteheffiscal year covered by this report that weilensitted to a vote of our security holders
through solicitation of proxies or otherwise.
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PART Il

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED SHAREHOLDER
MATTERS AND ISSUER REPURCHASES OF EQUITY SECURITIES

STOCK PRICES AND DIVIDEND INFORMATION

S&T’'s common stock is listed on the NASDAQ Global&t Market System (“NASDAQ”) under the symbol SY.B'he range of sale prices
for the years 2006 and 2005 are as follows andseth upon information obtained from NASDAQ. Asluf tlose of business January 25,
2007, there were 3,062 shareholders of record af. $8vidends paid by S&T are primarily provided fnocS&T Bank’s dividends to S&T.

The payment of dividends by S&T Bank to S&T is |dbjto the restrictions described in Note J toGbasolidated Financial Statements. The
cash dividends declared shown below representisterical per share amounts for S&T Common Stock.

Price Range of Common Cash
Stock Dividends

2006 Low High Declared
Fourth Quarte $ 31.1¢ $ 35.6( $ 0.3C
Third Quartel 29.61 33.2¢ 0.2¢
Second Quarte 31.9¢ 36.6¢ 0.2¢
First Quarte 35.5¢ 37.6¢ 0.2¢
2005

Fourth Quarte $ 33.9¢ $ 39.2¢ $ 0.2¢
Third Quartel 35.71 40.52 0.2¢
Second Quarte 33.2¢ 37.4¢ 0.2¢
First Quarte 34.9¢ 38.3¢ 0.2¢

During 2006, S&T repurchased 1,031,700 sharesafitnmon stock at an average price of $34.19 geesfithe impact of the
repurchased shares is a $0.02 increase to dilareihgs per share. The S&T Board of Directors presiy authorized a stock buyback
program for 2006 of up to one million shares, quragimately 4 percent of shares outstanding. Dugi®@6, S&T repurchased 999,000 shi
under this program at an average cost of $34.28lmme. On October 16, 2006, the S&T Board of Dinecauthorized a new stock buyback
program until September 30, 2007 of an additiom&l million shares with 32,700 shares repurchasdeérhis plan during the fourth quarter
of 2006 at an average cost of $33.63 per share.®&Sued 122,244 shares during 2006 primarilyutincthe exercise of employee stock
options.
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Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED SHAREHOLDER
MATTERS AND ISSUER REPURCHASES OF EQUITY SECURITIES — continued

FIVE-YEAR CUMULATIVE TOTAL RETURN

The following chart compares the cumulative totargholder return on S&T Common Stock with the clative total shareholder return of
the NASDAQ Composite Index adtNASDAQ Bank Index assuming a $100 investment irheat December 31, 2001.

200
p—
e T e e
150
—
=)
100
s0
]
2001 2002 2003 2004 2005 2006
: Nasdaq Nasdag
aTEA Composite Index Bank Index
2001 2002 2003 2004 2005 2006
STBA $10C $107 $13z2 $17: $174 $16¢
Nasdaq Composite Inde> 10C 69 97 107 10¢ 121
Nasdaq Bank Index 10C 107 14C 16C 157 17¢

1 The NASDAQ Bank Index contains securities of N¥@iisted companies classified according to theubtdy Classification Benchmark as Banks. They uhelbanks providing a
broad range of financial services, including rethénking, loans and money transmissions.
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Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, REL ATED SHAREHOLDER
MATTERS AND ISSUER REPURCHASES OF EQUITY SECURITIES — continued

The following information describes the activityatthas taken place during 2006 with respect to S&hare repurchase plan:

Total Number

Average Price

Total Number

of Shares

Purchased as
Part of Publicly

Maximum
Number of
Shares that Can

of Shares Paid per Announced Be Purchased

Period Purchased Share Plans Under the Plans
01/01/2006 — 01/31/2008@G) 40,00( $ 36.3( 40,00(

02/01/200¢- 02/28/200¢ 33,00( 36.1% 33,00(

03/01/200¢- 03/31/200¢ 131,00( 35.8¢ 131,00(

04/01/200¢- 04/30/200¢ 175,00( 35.4: 175,00(

05/01/200¢- 05/31/200¢ 225,00( 35.11 225,00(

06/01/200¢- 06/30/200¢ — — —

07/01/200¢- 07/31/200¢ 100,00( 31.72 100,00(

08/01/200¢- 08/31/200¢ — — —

09/01/200¢— 09/30/200¢ 295,00( 32.3¢ 295,00(

10/01/200¢€- 10/31/200¢€ — — —

11/01/200€- 11/30/200¢ — — —
12/01/200€-12/31/200¢ 32,70( 33.6: 32,70(

Total 1,031,70! $ 34.1¢ 1,031,70! 2,000,00I

(1) The plan was announced on December 20, 2005.

(2) The plan was approved by the S&T Board of Direcforghe repurchase of up to one million shai
(3) The expiration date of the plan is December206. On October 16, 2006 the S&T Board of Directuthorized and announced a new stock buybacdyrano until September 30,

2007 for an additional one million shares.

Item 6. SELECTED FINANCIAL DATA

Year Ended December 31: 2006 2005 2004 2003 2002
(dollars in thousands, except per share data)
INCOME STATEMENTS
Interest incomt $204,70. $172,12: $148,63¢ $151,46( $151,16(
Interest expens 91,58 59,51« 40,89( 47,06¢ 56,30(
Provision for loan losse 9,38( 5,00( 4,40(C 7,30( 7,80(
Net interest income after provision for loan los 103,73t 107,60¢ 103,34 97,09 87,06(
Noninterest incom 40,39( 37,38¢ 34,40: 36,20 32,68(
Noninterest expens 69,27¢ 62,464 60,39( 60,65¢ 51,76¢
Income before taxes 74,84¢ 82,53( 77,35¢ 72,64( 67,97«
Applicable income taxe 21,51 24,285 23,00 20,86: 19,37(
Net income $ 5333 $ 58,247 $ 5435¢ $ 51,777 $ 48,60
PER SHARE DATA
Net incom—Basic $ 20/ $ 221 $ 20 $ 19 $ 1.8:c
Net incom«—Diluted 2.0¢€ 2.1¢ 2.0 1.94 1.81
Dividends declare 1.17 1.13 1.07 1.02 0.97
Book Value 13.37 13.41 13.1Z 12.4¢ 11.51]
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Item 6. SELECTED FINANCIAL DATA — continued

SELECTED FINANCIAL DATA
BALANCE SHEET TOTALS (PERIOD END):

Year Ended December 31: 2006 2005 2004 2003 2002
(dollars in thousands)
Total asset $ 3,338,54. $ 3,194,997 $ 2,989,03 $ 2,900,27. $ 2,823,86
Securities available for sale 432,04! 481,25 503,21¢ 594,17¢ 624,97:
Other investment 10,56: 13,31¢ 14,95: 16,90¢ 16,19:
Net loans 2,633,07: 2,454,93 2,253,08! 2,069,14 1,968,75!
Total deposit: 2,565,301 2,418,88 2,176,26. 1,962,25. 1,926,11
Securities sold under repurchase agreements aachfe

funds purchase 133,02: 137,82¢ 98,38 182,02( 194,38t
Shor-term borrowings 55,00( 150,00( 225,00( 250,00( 125,00(
Long-term borrowings 171,94: 83,77¢ 86,32t 116,93¢ 211,69:
Junior subordinated debt securit 25,00( — — —
Total shareholde’ equity 339,05 352,42: 349,12¢ 332,71¢ 306,11

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

S&T is a financial holding company with its headdaes located in Indiana, Pennsylvania with asseépproximately $3.3 billion at

December 31, 2006. S&T provides a full range odficial services through a branch network of 4 effilocated in Allegheny, Armstrong,
Blair, Butler, Cambria, Clarion, Clearfield, Ind@nJefferson and Westmoreland counties of Pennsiglv8&T provides full service retail a
commercial banking products as well as cash manageservices; insurance; estate planning and adtritiobn; employee benefit investm

management and administration; corporate servarebpther fiduciary services. S&T earns revenuaarily from interest on loans, security
investments and fees charged for financial seryicegided to our customers. Offsetting these reesrare the cost of deposits and other
funding sources, provision for loan losses as albther operating costs such as: salaries andgegbenefits, occupancy, data processing
expenses and tax expense. Balance sheet gronfidéicluded a 7 percent increase in commercialitgnactivities, a 9 percent increase in
consumer and residential mortgage loans with fupnétin that growth provided primarily by a 6 perceantrease in deposits. S&T’s strategic
plan to deliver profitable growth to our sharehotdecludes: increasing loans and core deposits suifficient interest rate spreads,
controlling loan delinquency and loan losses, aliig operating expenses and expanding the busitesugh new de novo branching,
merger and acquisitions, introduction of new pragand services, and expansion of our productsandces provided to our existing
customers.

There are many uncertainties regarding the ecoram§&T enters 2007. S&T continually strives to kl\ositioned for changes in
both the economy and interest rates, regardleggedfming or direction of these changes. Managérmentinually assesses our balance sheet
capital, liquidity and operation infrastructuresoirder to be positioned to take advantage of imlesnacquisition growth opportunities.

There are many factors that could influence ownltesboth positively and negatively, in 2007. Besmthe majority of our revenue cor
from net interest income, internally generated land deposit growth and the mix of that growthraggor factors on our operations and
financial condition. S&T has directed a fair amoahfocus and resources in planning for 2007 toroup our generation and retention of low
cost core deposits. On the other hand, a slowingauay could cause

PAGE 16



Table of Contents

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

deterioration in the asset quality measurementd. &fognizes that our shift to a greater dependenammmercial loans in recent years
exposes us to larger credit risks and greater sniimgonperforming loans and loan chaaffs-when problems do occur. However, becau:
our earnings strength and strong capitalizationyelkas the strengths of other businesses in @rket area, management does not expect a
decline in our ability to satisfactorily performaffurther decline in our economy occurs.

FINANCIAL CONDITION

Average earning assets increased by $166.6 mili@906 primarily as a result of growth in commatdending, consumer and residential
mortgage activities. During 2006, average loanrda increased by $217.3 million, and average gesymother investments and federal
funds sold decreased $50.7 million. The fundingfits loan growth was primarily provided by a $24fillion increase in average deposits,
offset by a decrease of $4.6 million in averag@iegs retained and a $68.6 million decrease inam&eborrowings.

2006 2005
Average Loan Average Loan
Average Loan Average
Balance Loan Balance
Loans Balance Percentage Balance Percentage
(dollars in millions)
Commercial, mortgage and industi $ 1,972 76% $1,809.! 76%
Residential real estate mortge 545.¢ 21% 4927 21%
Installment 69.7 3% 68.7 3%
Total $ 2,588.: 100% $2,370.¢ 10(%

LENDING ACTIVITY

Average loans for the year ended December 31, 2@06 $2.6 billion, a $217.3 million or 9 percentrigase from the year ended
December 31, 2005. The increase in average loarg0@ib compared to the year ended 2004 was $14iidrmChanges in the composition
of the average loan portfolio during 2006 includiecteases of $163.2 million in commercial loans 868.1 million in residential mortgage
loans and an increase of $1.0 million in installtdeans. Changes in the composition of the avelaaye portfolio during 2005 included
increases of $145.3 million in commercial loans &8dt million in residential mortgage loans, offegta decrease of $3.2 million in
installment loans. Total loans at December 31, 200@&ased $174.8 million from December 31, 200% crease is primarily attributable
to the growth of $124.1 million in commercial loa845.8 million in residential mortgage loans add$million in consumer loans.

Average real estate construction and commercialsloacluding commercial and industrial, comprigédoercent of the loan portfolio in
2006 and 2005. Commercial loans continued to baraa of strategic growth during 2006 and 2005. &ldh commercial loans can have a
relatively higher risk profile, management beliettesse risks are mitigated through active portfalimnagement, underwriting and continu
review. At December 31, 2006, variable-rate comiaétoans were 49 percent of the commercial loantfplio as compared to 55 percent at
December 31, 2005.

Average residential mortgage loans comprised 2demeiof the loan portfolio in 2006 and 2005. Resi@g mortgage lending continued
to be a strategic focus during 2006 through a einérd mortgage origination department, ongoinglpod redesign, secondary market
activities and the utilization of commission comgated originators. Management believes that ifvandiarn in the local residential real estate
market occurs, the impact of declining values anrtfal estate loan
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

portfolio will be mitigated because of S&T’s congative mortgage lending policies for portfolio leamvhich generally require a maximum
term of 20 years for fixed-rate mortgages, a maxmterm of 30 years for adjustable-rate mortgagespaivate mortgage insurance for loans
with less than a 20 percent down payment. Adjustadle mortgages with repricing terms of one, tlanee five years comprised 10 percent of
the residential mortgage portfolio in 2006 and &8cpnt in 2005. Home equity loans increased $42libmduring 2006 and $34.7 million in
2005 and totaled $269.9 million at December 316288 $227.5 million at December 31, 2005. Thedase in home equity loans is
primarily attributable to successful marketing progs during 2006 and 2005.

S&T periodically designates specific loan origioas, generally longer-term, lower-yielding 1-4 fgnmortgages as held for sale and
sells them to Fannie Mae. The intent of these saleEsmitigate interest-rate risk associated wibhding long-term residential mortgages in
the loan portfolio, generate fee revenue from s@mgi and maintain the primary customer relatiopsbiuring 2006, S&T sold $18.8 million
of 1-4 family mortgage loans to Fannie Mae andemity services $180.8 million of secondary markettigage loans. Fees and gains from
mortgage servicing activities were $0.7 millior2@06 and $1.5 million in 2005. Management interdsantinue to sell longer-term loans to
Fannie Mae in the future on a selective basis,@albheduring periods of lower interest rates.

Average consumer installment loans comprised 3gp¢raf the loan portfolio in 2006 and 2005. Instedht loan increases during 2006
were primarily the result of successful marketimggrams during 2006. The balance of consumer instat loans at December 31, 2006 was
$73.1 million compared to $68.2 million at DecemBgr 2005.

Loan underwriting standards for S&T are establishyed formal policy administered by the S&T BankabboAdministration Department,
and are subject to the periodic review and apprbyadur Board of Directors.

Rates and terms for commercial real estate, equiploans and commercial lines of credit normally aegotiated, subject to such
variables as financial condition of the borrowegm®omic conditions, marketability of collateraledit history of the borrower and future cash
flows. The loan to value policy guidelines for coemtial real estate loans is generally 65-80 percent

The loan to value policy guidelines for residentiambt lien, mortgage loans is 80 percent. Higloan to value loans may be approved
with the appropriate private mortgage insurancescaye. Second lien positions are sometimes asswitteilome equity loans, but normally
only to the extent that the combined credit expedar both first and second liens does not exc@8dpkrcent of the fair market value of the
mortgage property.

We offer a variety of unsecured and secured imstit loan and credit card products. Loan to vahblEy guidelines for direct loans are
90-100 percent of invoice for new automobiles aBedd® percent of National Automobile Dealer Assaocia{NADA) value for used
automobiles.

The following table shows S&T’s loan distributiohthe end of each of the last five years:

December 31

2006 2005 2004 2003 2002
(dollars in thousands)
Domestic Loans
Commercial, mortgage and industi $ 167584 $ 156503 $ 145593 $ 1,328,370 $ 1,169,13
Real esta—constructior 352,48: 339,17¢ 274,78 193,87: 191,927
Real esta—mortgage 564,82: 519,07¢ 487,44! 499,66 541,10:
Installment 73,14( 68,21¢ 69,19 78,707 96,72¢
TOTAL LOANS $ 266629 $ 2491500 $ 2,287,35. $ 2,100,620 $ 1,998,89.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

The following table shows the maturity of loansdlexling residential mortgages of 1-4 family resicemiand installment loans)
outstanding as of December 31, 2006. Also provattedhe amounts due after one year classified ditpto the sensitivity to changes in
interest rates.

Maturing
Within One After One But After
Year Within Five Years Five Years Total

(dollars in thousands)

Commercial, mortgage and industi $ 485,92- 502,44 $687,47" $1,675,84
Real estat—constructior 148,96¢ 130,17¢ 73,33¢ 352,48
TOTAL $ 634,89: 632,62! $760,81: $2,028,33!

Fixed interest rate
Variable interest rate
TOTAL

200,33! $133,98!
432,29( 626,83(
632,62! $ 760,81

B B B

SECURITIES ACTIVITY

Average securities and other investments decreg&@®8 million in 2006 and decreased $57.7 millior2005. The largest components of the
2006 decrease included $24.6 million in U.S. gorent agency securities, $8.6 million in marketagjaity securities, $7.7 million of
mortgage-backed securities, $6.8 million of corppsecurities and $2.9 million in treasury secesitiAverage other investments decreased
$3.4 million in 2006 as compared to the 2005 felhyaverage and is comprised of Federal Home Laak BFHLB”) stock that is a
membership and borrowing requirement and is recbadidnistorical cost. The amount of S&T’s investiiaen-HLB stock depends upon
S&T’s borrowing availability and level from the FIBL Offsetting these decreases was an average secodab4.2 million of states and
political subdivisions. The largest componentshef 2005 decrease included $67.5 million in U.S egoment agency securities, $8.6 million
of corporate securities and $2.1 million in tregssecurities. Average other investments decreagédrillion in 2005 as compared to the
2004 full year average and is comprised of FHLRIst®ffsetting these decreases were average ireged$13.2 million of mortgage-
backed securities and $10.2 million of states asiigal subdivisions. Both the decreases in séi@sin 2006 and 2005 are partially
attributable to a S&T Asset Liability Committee (L&0") strategy to reduce balances in both secsriied borrowings to mitigate the
interest rate risk of a flat or inverted yield cerrv

The equity securities portfolio is primarily comged of bank holding companies. At December 31, 20@6equity securities portfolio
had a total market value of $55.3 million and natealized gains of $16.1 million. The equity setiesi portfolio consists of securities traded
on the various stock markets and is subject togésm market value.

S&T'’s policy for security classification includes &l treasury securities, U.S. government corpanatand agencies, mortgage-backed
securities, collateralized mortgage obligationatest and political subdivisions, corporate se@sjtmarketable equity securities and other
securities as available for sale. On a quarteryyshananagement evaluates the securities portffdiogther-thantemporary declines in mark
value in accordance with FSP 115-1 and FAS 124-ie‘Meaning of Other-Than-Temporary Impairment Bsd\pplication to Certain
Investments”. During 2006, there were $0.3 millafrrealized losses taken for other-than-temponamyairments on three equity investment
securities. The performance of the equities and sieturities markets could generate further impairnin future periods. At December 31,
2006, net unrealized gains on securities class#gedvailable for sale, including equity securjtigere approximately $9.8 million as
compared to $13.5 million at December 31, 2005. $&3 the intent and ability to hold these debteouity securities until maturity or until
market value recovers above cost.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

S&T invests in various securities in order to poeva source of liquidity, increase net interesbine and as a tool of ALCO to quickly
reposition the balance sheet for interest ratepigkoses. Securities are subject to similar istaie and credit risks as loans. In addition, by
their nature, securities classified as availableséde are also subject to market value risksdbald negatively affect the level of liquidity
available to S&T, as well as equity.

Risks associated with various securities portfoicsmanaged and monitored by investment poligiesialy approved by the S&T
Board of Directors, and administered through ALGW@ ¢he Treasury function of S&T Bank. As of DecemBg&, 2006, management is not
aware of any risk associated with securities thaild/be expected to have a significant, negatifecebn S&T’s statement of condition or
statement of operations.

The following table sets forth the carrying amoohsecurities at the dates indicated:

December 31

2006 2005 2004
(dollars in thousands)

Available for Sale

Marketable equity securitie $ 5534¢ $ 6511« $ 74,55t
Obligations of U.S. government corporations anchags 180,00: 221,03 237,51
Collateralized mortgage obligations of U.S. goveentrcorporations and agenc 60,09( 63,63¢ 46,52¢
Mortgagebacked securitie 31,79: 38,41¢ 48,37:
U.S. treasury securitie 49¢ 5,24¢
Obligations of states and political subdivisic 81,67: 83,81: 71,19¢
Corporate securitie — — 16,49:
Other securitie: 23,13¢ 8,741 3,044
TOTAL $ 432,04 $ 48125 $ 502,95
Held to Maturity

Obligations of states and political subdivisic $ — 3 — 3 26¢
TOTAL $ — % — 26E
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

The following table sets forth the maturities of seties at December 31, 2006, and the weightedageeyields of such securities
(calculated on the basis of the amortized costedfedttive yields weighted for the scheduled mayuoit debt securities and estimated
prepayment rates on most mortgage-backed secirifi@s-equivalent adjustments (using a 35 percetheifal income tax rate) for 2006 have
been made in calculating yields on obligationstafes and political subdivisions.

Maturing
No Fixed
Within After One But After Five But After
One Year Within Five Years Within Ten Years Ten Years Maturity
Amount ___ Yield Amount ___ Yield Amount Yield Amount __ Yield Amount
(dollars in thousands)
Available for Sale
Marketable equity securitie $ - — $ — - $ — — $ — — $55,34¢
Obligations of U.S. government corporations i
agencie 37,677 3.48% 142,32 4.0&% — — — — —
Collateralized mortgage obligations of U.S.
government corporations and agen« 7,44 4.4% 44,14+ 4.7"% 8,50 4.61% — — —
Mortgage-backed securitie 5,097 4.71% 16,04¢ 4.51% 8,197 4.4% 2,451 4.8% —
Obligations of states and political subdivisic 5,84C 5.31% 54,39: 4.7% 21,15 5.3%% 284 5.8t% —
Other securitie —  — —  — — — = 23,13¢
TOTAL $56,05" $256,91: $37,85¢ $2,73¢ $78,48;
Weighted Average Rate 3.91% 4.36% 5.01% 4.92%

NONINTEREST EARNING ASSETS

Average noninterest earning assets increased $#0i6n in 2006 and $11.1 million in 2005. The 20d@rease was primarily attributable to
increases in cash and due from banks, premisesauigment due to the addition of new branches dnurastrative facilities during 2006
and accrued interest receivable on a higher eaasagt balance. The 2005 increase of $11.1 milias primarily attributable to increases in
cash and due from banks, premises and equipmenbdbe addition of new branches during 2005 amduex interest receivable on a higher
earning asset balance.

ALLOWANCE FOR LOAN LOSSES

The balance in the allowance for loan losses deeret $33.2 million or 1.25 percent of total loah®ecember 31, 2006 as compared to
$36.6 million or 1.47 percent of total loans at Braber 31, 2005. The decrease in the allowance#or losses is primarily attributable to
three commercial loans that were charged-off du2id@é totaling $11.4 million. During the second gernof 2005,
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S&T split its allowance for credit losses into dlmaance for loan losses and an allowance for leguelated commitments such as unfunded
commercial real estate and commercial and indlis#ien loan commitments. The allowance for lendiafated commitments is included in
other liabilities. This resulted in a decreasehm allowance for loan losses of $1.0 million andlueion in the allowance for loan losses to
total loans from 1.44 percent to 1.40 percent ae R0, 2005. The allowance for lending-related caments is computed using a
methodology similar to that used to determine fl@nence for loan losses. Amounts are added tallogvance for lending-related
commitments through a charge to current earninggithh noninterest expense. The balance in the aliow for lending-related commitments
increased to $1.2 million at December 31, 2006caspared to $0.8 million at December 31, 2005.

Management evaluates the degree of loss exposul@afts on a continuous basis through a formaleliee for loan loss policy as
administered by S&T Bank’s Loan Administration Depgent and various management and director comesitferoblem loans are identified
and continually monitored through detailed reviefispecific commercial loans, and the analysisaindguency and charge-off levels of
consumer loan portfolios. Charged-off and recovésad amounts are applied to the allowance for loases. Monthly updates are presented
to the S&T Board of Directors as to the statusoahl quality. Amounts are added to the allowancdo@n losses through a charge to current
earnings through the provision for loan lossesetiagpon management’s assessment of the adequtwy aifowance for loan losses for
probable loan losses. A quantitative analysisilzet! to support the adequacy of the allowancddan losses. This analysis includes review
of the historical charge-off rates for all loanezatries, fluctuations and trends in various rigkdes. Factors consider the level of S&T’s
historical charge-offs that have occurred withia thedits’ economic life cycle. Management als@ssss qualitative factors such as portfolio
credit trends, unemployment trends, vacancy treods, growth and variable interest rate factors.

Significant to this analysis and assessment ishifein loan portfolio composition to an increasadk of commercial loans. These loans
are generally larger in size and, due to our caoitgngrowth, many are not well seasoned and coelohbre vulnerable to an economic
slowdown. Management relies on its risk rating psscto monitor trends, which may be occurring edadb commercial loans to assess
potential weaknesses within specific credits. Quirrisk factors, trends in risk ratings and histaticharge-off experiences are considered in
the determination of the allowance for loan los§rging 2006, the risk rating profile of the poltfowas impacted by three commercial lo:
Two of these loan relationships have combined raimgiloan balances of $7.5 million, and we belitheg the problem loans have been
adequately reserved at December 31, 2006 andhihabtal allowance for loan losses is adequatdsord probable loan losses as determined
by the quarterly impairment analysis and risk-igfimocesses. The third credit has no remaining ®xgoand future collateral recovery is
expected to be insignificant. The remaining risikngaprofile of the portfolio has shown overall inmgement absent the aforementioned loan
relationships.

The allowance for loan losses is established basedanagement’s assessment of the factors notee albang with the growth in the
loan portfolio. The additions to the allowance gfeat to operating expense has maintained the allosvas a percent of loans at the following
levels at the end of each year presented below:

Year Ended December 31
2006 2005 2004 2003 2002

1.25% 1.41% 1.5(% 1.5(% 1.51%

We have considered impaired loans in our deterioinaif the allowance for loan losses. The allowafiocdoan losses for all impaired
loans was $2,627,000 and $9,937,000 at Decemb@088, and 2005, respectively.
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This table summarizes our loan loss experiencedoh of the five years presented below:

Year Ended December 31

2006 2005 2004 2003 2002
(dollars in thousands)
Balance at January 1: $36,57: $34,26: $31,47¢ $30,13¢ $26,92¢
Charge-offs:
Commercial, mortgage and industi 12,57¢ 2,26( 5,61¢ 5,20¢ 6,131
Real esta—mortgage 394 52¢ 484 90t 58¢
Installment 1,06¢ 1,14( 1,07t 1,19 1,102
Total 14,03¢ 3,92¢ 7,17¢ 7,30¢ 7,821
Recoveries:
Commercial, mortgage and industi 64C 1,69¢ 4,83t 624 1,11¢
Real esta—mortgage 201 23¢ 40¢ 384 34¢
Installment 46E 274 31€ 33€ 34t
Total 1,30¢ 2,20¢ 5,55¢ 1,34¢ 1,812
Net charge-offs 12,73: 1,721 1,61¢ 5,96( 6,00¢
Provision for loan losse 9,38( 5,00( 4,40( 7,30C 7,80(C
Allowance for lendin-related commitment — (969) — — —
Loan loss reserve from acquisiti — — — 1,421
Balance at December 31.: $33,22( $36,57- $34,26: $31,47¢ $30,13¢
Ratio of net charc-offs to average loans outstand 0.4% 0.07% 0.07% 0.25% 0.34%
This table shows allocation of the allowance fandosses as of the end of each of the last fiaesye
December 31
2006 2005 2004 2003 2002
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Category Category Category Category Category
to Total to Total to Total to Total to Total
Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
(dollars in thousands)
Commercial, mortgage and industrial $ 28,54( 63% $ 32,05: 63% $ 29,59 64% $ 26,947 63% $ 26,00: 58%
Real estate—construction 37¢ 13% 532 14% 852 12% 8432 9% 664 10%
Real estate—mortgage 53€ 21% 613 21% 58¢E 21% 55¢& 24% 68t 27%
Installment 3,768 3% 3,37¢ 2% 3,231 3% 3,00¢ 4% 2,671 5%
Unallocated — — — 0% — 0% 121 0% 11€ 0%
TOTAL $ 33,22( 10C% $ 36,57: 10C% $ 34,26: 10C% $ 31,47¢ 10C% $ 30,13¢ 10C%

Net loan charge-offs totaled $12.7 million in 2CG0&l $1.7 million in 2005. Net loan charge-offs grsed during 2006 due to three
commercial loan relationships that were chargedioffng the period. The first relationship is a ¢oetcial construction company that was
charged-down by $7.2 million during the third qearf 2006. The relationship had a specific resessigned of $7.1 million at the time it
was charged down. S&T had previously provided $5illion in 2005 and provided an additional $2.0lroil in the second quarter of 2006.

The borrower continues to operate,
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but has experienced significant cash flow problehre borrower has restricted ability to obtain remtracts and may be at-risk to continue
as a going concern. The remaining $5.6 million Ibafance on this relationship is believed to begadeely collateralized which includes
receivables, equipment and personal guaranteesélduad relationship is a $4.6 million mixed-usemmercial real estate loan participation
with another financial institution, previously ckified as nonaccrual, which was charged-down by $#llion during the second quarter of
2006. The commercial real estate company filedlaniary chapter eleven bankruptcy petition during $econd quarter of 2006. The
remaining $1.8 million exposure is the estimatedifearket value S&T expects to receive in sale peats based upon our percentage
participation in the loan. The credit is on nonaetistatus at December 31, 2006. The third relatignis a wholesale distributor that filed a
voluntary chapter eleven bankruptcy petition dutimg second quarter of 2006 after failing to ob&ipected and significant new contracts
and was previously classified as nonaccrual. Agdaff of $1.5 million was recorded during the setquarter of 2006 for this loan. No
further exposure remains for this credit and futolateral recovery is expected to be insignifican

The balance of nonaccrual loans past due 90 days, at December 31, 2006, was $19.9 million.@4 @ercent of total loans. This
compares to nonaccrual loans of $11.2 million db(ercent of total loans at December 31, 2005 pddorming assets totaled $20.4 million
or 0.61 percent of total assets at December 316 28@ompared to $14.9 million or 0.47 percentetddnber 31, 2005. The most significant
credits in nonperforming status at December 31620@ $5.6 million residual balance of the aforatitmed commercial construction
company and the $1.8 million residual balance eelab the aforementioned mixed-use commerciales@te credit. Also affecting
nonaccrual loans at December 31, 2006 was a $1li@nrioan relationship with an energy-related c@amp. Two other $3.1 million loan
relationships were classified as nonaccrual at ez 31, 2006, but were fully resolved in Janud@®72 Also affecting nonperforming ass
is a $3.2 million reduction in property acquiredatiigh foreclosure during 2006. The reduction isnarily attributable to a $2.4 million
residential development property acquired in thetfoquarter of 2005, charged down to $1.5 millietthe second quarter of 2006 that was
sold for $1.6 million during the fourth quarter2006.

The provision for loans losses was $9.4 million2006, as compared to $5.0 million for 2005. Thevigion was the result of
management’s detailed fourth quarter analysis efittlequacy of the allowance for loan losses andrisistent with the significant increase in
nonaccrual loans that occurred as result of theeafentioned loan relationships.

The following table summarizes our nonaccrual aast due loans:

December 31

2006 2005 2004 2003 2002

(dollars in thousands)

Nonaccrual loan $19,85: $11,16¢ $6,30¢ $9,12( $5,831
Accruing loans past due 90 days or m — — — — —

It is S&T’s policy to place loans in all categori@s nonaccrual status when collection of interegtrimcipal is doubtful, or generally
when interest or principal payments are 90 daysare past due. There are no loans 90 days or nastedpe and still accruing. At
December 31, 2006 and 2005, interest that woule baen recorded had the nonaccrual loans perfoinreztordance with the original loan
terms would have been $1,642,000 and $565,000ectgply. The accrual of interest on impaired losndiscontinued when the loan is 60
days past due or, in management’s opinion, thewathould be placed on nonaccrual status. At Dbee®l, 2006 and 2005, there was
$8,617,000 and $5,507,000, respectively, of impgdivans that were on nonaccrual. There are nognieian amounts required to be inclu
in this table. There were no restructured loarthénperiods presented.
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DEPOSITS

Average total deposits increased by $261.6 miliio2006 and $217.7 million in 2005. The mix of eage deposits changed in 2006 with
average time deposits increasing $25.4 million aretage savings accounts increasing $327.1 milRartially offsetting these increases is a
decrease of $103.4 million in average money maakdtNOW accounts. Average noninterest-bearing disposreased by $12.5 million or 3
percent in 2006 and were approximately 17 percedtl® percent of average total deposits during 20@52005, respectively. The increase
in savings accounts is primarily attributable te fuccess of the Green Plan savings account, whitiyrown to $641.9 million at
December 31, 2006 since its introduction in Audi®34. The Green Plan account was indexed to ther&eBunds Target Rate. During the
first quarter of 2006, S&T introduced another hygdld savings account to replace the Green Plaawatcalled the Plan B account. After the
introduction of the Plan B account, no further Gr&an accounts were opened. Plan B accounts werndexed and were expected to al
S&T to continue core deposit growth that better ptiments shifting interest rate sensitivity. The B&ash Management account is simila
the Plan B account and was introduced in Novemb@62both are noimdexed, but the S&T Cash Management account leagdted featu
of tiering, or the payment of higher rates on high@lances. At December 31, 2006, S&T Cash Manageageounts, Green Plan and Plan B
balances outstanding were $743.5 million. As oiday 2, 2007, Green Plan and Plan B account badameee transferred to the new S&T
Cash Management account. Core deposit growth resdreimportant strategic initiative for S&T, thghuthe expansion of retail facilities,
promotions and new products. Other important ggiateinclude providing cash management servicestumercial customers to increase
transaction related deposits, and delivery sensceb as electronic banking. Total deposits at Bes 31, 2006 increased $146.4 million
compared to December 31, 2005.

The daily average amount of deposits and ratesqgraglich deposits is summarized for the periodsated in the following table:

Year Ended December 31

2006 2005 2004
Amount Rate Amount Rate Amount Rate

(dollars in thousands)
Noninteres-bearing demand depos $  423,80¢ $ 411,23 $ 391,88
NOW/Money market accoun 334,98 1.1% 438,35t  0.87% 538,47: 0.61%
Savings deposil 829,70  3.95% 502,64 2.2/% 235,92t 0.62%
Time deposit: 914,62 4.0/% 889,26 3.3/% 857,53 3.02%

TOTAL $ 2,503,111 $ 2,241,49. $ 2,023,811

Maturities of time certificates of deposit of $1000 or more outstanding at December 31, are surmethas follows:

2006

(dollars in thousands)

Three months or les $ 86,46«

Over three through six mont 80,02¢

Over six through twelve montt 45,62:

Over twelve month 49,53
TOTAL $ 261,64t
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Management believes that the S&T deposit basaldestind that S&T has the ability to attract newasits, mitigating a funding
dependency on other more volatile sources. Speatialdeposits of $100,000 and over were 10 pearah® percent of total deposits at
December 31, 2006 and 2005, respectively, and pitinrapresent deposit relationships with localtonsers in our market area. In addition,
management believes that S&T has the ability teseboth public and private markets to raise lemgrtfunding if necessary. At
December 31, 2006, S&T had $2.8 million of brokeretzil certificates of deposit outstanding compae$57.2 million at December 31,
2005. The purchase of brokered retail certificafedeposits in 2006 and 2005 was an ALCO strateggdrease liquidity for commercial lo
demand, as an alternative to increased borrowings.

BORROWINGS

Average borrowings by S&T decreased $68.6 millim2006 as a result of increased deposit growtH@mer levels of investment securities.
Borrowings were comprised of retail repurchase ements (‘REPOs”), wholesale REPOs, federal fundshased, FHLB advances and
long-term borrowings. S&T defines REPOs with ouailecustomers as retail REPOs; wholesale REPO#haee transacted with other banks
and brokerage firms with terms normally rangingrirone to 365 days.

The average balance in retail REPOs increased Byrfjillion in 2006 and $7.7 million in 2005. S&Tewi's retail REPOs as a relatively
stable source of funds because most of these atscatenwith local, long-term customers.

Wholesale REPOs, federal funds purchased and FidivBreces averaged $140.3 million in 2006, a decreB$&53.0 million from the
2005 averages. The decrease is attributable tim¢hease in deposits in 2006, which decreased een for additional funds.

During 2006, average long-term borrowings incres&218 million as compared to December 31, 200Dédember 31, 2006, S&T had
long-term borrowings outstanding of $168.8 millana fixed-rate and $3.1 million at a variable natth the FHLB. The increase in lortgrm
borrowings is part of an ALCO strategy to limiténést rate risk as customer preferences have éiiftehort-term and variable rate deposits,
and to take advantage of lower cost funds throbgh~HLB’s Community Investment Program.

During the third quarter of 2006, S&T Bank issu@$$ million of junior subordinated debentures tlglo a pooled transaction at an
initial fixed rate of 6.78 percent. On September2®L1 and quarterly thereafter, S&T Bank has fhtea to redeem the subordinated debt,
subject to a 30 day written notice and prior appldy the FDIC. If S&T Bank chooses not to exerdfs option for early redemption on
September 15, 2011 or subsequent quarters, thedsoaed debt will convert to a variable rate ah®nth LIBOR plus 160 basis points. The
subordinated debt qualifies as Tier 2 capital umdgulatory guidelines and will mature on Decenitigr2036.
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The following table shows the distribution of otwost-term borrowings and the weighted average ésterates thereon at the end of each
of the last three years. Also provided are the maxn amount of borrowings and the average amourtterodwings as well as weighted
average interest rates for the last three years.

Securities Sold under Repurchase Agreements and Fed  eral Funds Purchased 2006 2005 2004
(dollars in thousands)

Balance at December : $133,02: $137,82! $ 98,38¢
Average balance during the ye 114,54 132,40t 164,64!
Average interest rate during the y 4.51% 2.9&% 1.1€%
Maximum montl-end balance during the ye $156,47: $174,46° $199,53¢
Average interest rate at y-end 4.82% 3.8(% 1.77%
Federal Home Loan Bank (FHLB) Advances 2006 2005 2004
(dollars in thousands)

Balance at December : $ 55,00( $150,00( $225,00(
Average balance during the ye 88,34: 221,91¢ 293,39:
Average interest rate during the y 5.01% 3.21% 1.47%
Maximum montl-end balance during the ye $150,00( $315,00( $380,00(
Average interest rate at y-end 5.44% 4.34% 2.2(%

WEALTH MANAGEMENT ASSETS

The year-end 2006 market value balance of the S&ikBvealth management assets under managemenh arkiciot accounted for as part
of the assets of S&T, increased 12 percent in 20@4..4 billion, with $959.8 million in wealth mag@ment services and $416.6 million in
brokerage services. The 2006 increase is attrilutabincreased performance in the stock markedsnawly developed business
relationships.

EXPLANATION OF USE OF NON-GAAP FINANCIAL MEASURES

In addition to the results of operations preseinteatcordance with generally accepted accountingiples (“GAAP”), S&T management
uses, and this annual report contains or referegee®in non-GAAP financial measures, such asnetest income on a fully tax-equivalent
basis and operating revenue. S&T believes these3#ohP financial measures provide information useéfuinvestors in understanding our
underlying operational performance and our busiaesisperformance trends as they facilitate compasisvith the performance of others in
the financial services industry. Although S&T beéie that these non-GAAP financial measures enhiamestors’ understanding of S&T’s
business and performance, these non-GAAP finanaalsures should not be considered an alternati@&fdP.

We believe the presentation of net interest incoma fully tax-equivalent basis ensures compaitgtoli net interest income arising from
both taxable and tax-exempt sources and is consisith industry practice. Interest income per tbasolidated statements of income is
reconciled to net interest income adjusted to lg fak-equivalent basis on page 29.

Operating revenue is the sum of net interest incantknoninterest income less security gains. lemia understand the significance of
net interest income to S&T business and operadsglts, S&T management believes it is appropratvaluate the significance of net
interest income as a component of operating revenue
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RESULTS OF OPERATIONS
Year Ended December 31, 2006

NET INCOME

Net income was $53.3 million or $2.06 per dilutedréngs per share in 2006, an 8 percent decreasetfre $58.2 million or $2.18 per dilu
earnings per share in 2005. The decrease in earmiag primarily the result of a higher provision liman losses due to the deterioration in
credit quality of three large commercial loan relaships, the $0.9 million chargiswn for properties previously acquired througteosure
and other increases to noninterest expense. Threh average assets was 1.64 percent for 20@®nasared to 1.90 percent for 2005. The
return on average equity was 15.37 percent for 2006pared to 16.57 percent for 2005.

RETURN ON EQUITY AND ASSETS
The table below shows consolidated operating apdataatios of S&T for each of the last three year

Year Ended December 31

2006 2005 2004
Return on average ass 1.64% 1.9(% 1.8%%
Return on average equi 15.3% 16.5% 16.0%%
Dividend payout ratic 56.32% 50.3¢% 51.7(%
Equity to asset rati 10.1€6% 11.02% 11.6t%

NET INTEREST INCOME

On a fully tax-equivalent basis, net interest ineancreased $1.0 million or 1 percent in 2006 comao 2005. The net yield on interest
earning assets decreased to 3.86 percent in 208fhgsared to 4.05 percent in 2005. The decreateinet yield on earning assets is
primarily attributable to the effect of rising shéerm interest rates in combination with a flatlamverted yield curve during the period.
S&T's balance sheet is liability sensitive, witinling costs rising faster than asset yields inysdiaterest rate environment.

In 2006, average loans increased $217.3 millionaedage securities, other investments and feflerds sold decreased $50.7 million.
The yields on average loans increased by 80 basisspand the yields on average securities inea$ basis points. Overall funding costs
increased 75 basis points.

Average interesbearing deposits provided $249.1 million of thedsifior the growth in average earning assets, aseof 3.54 percent i
2006 as compared to 2.45 percent in 2005. Theat@epurchase agreements and other borrowed fumedsased 157 basis points to 4.96
percent.

Negatively affecting net interest income was a 818illion decrease in average net free funds du2d@p6 compared to 2005. Average
net free funds are the excess of demand depo#its, woninterest-bearing liabilities and sharehdequity over nonearning assets. The
decrease is primarily due to a successful stockldagk program in 2006, higher levels of cash arelfdom banks, defined benefit pension
plan fundings and an increase in premises and ewpripdue to new branches and administrative faslduring 2006.

Net interest income represents the difference beivtiee interest and fees earned on interest-eaasisgfs and the interest paid on
interest-bearing liabilities. Net interest incorsaiffected by changes in the volume of interestiagrassets and interdsgaring liabilities an
changes in interest yields and rates. Therefor@taiaing consistent spreads between earning aasdts
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interest-bearing liabilities is very significantdar financial performance because net interestnireccomprised 76 percent of operating
revenue, (net interest income plus noninterestrgexcluding security gains) in 2006 and 78 pearocef005. The level and mix of earning
assets and funds are continually monitored by Ali€@rder to mitigate the interest-rate sensitiwitd liquidity risks of the balance sheet. A
variety of ALCO strategies were successfully impbated, within prescribed ALCO risk parameters, &ntain an acceptable net interest
margin given the challenges of the current interatst environment.

Interest on loans to and obligations of state, wipalities and other public entities are not subfjedederal income tax. As such, the
stated (pre-tax) yield on these assets is lower tha yields on taxable assets of similar risk auadurity. In order to make the pre-tax income
and resultant yields comparable to taxable loadsmarestments, a tagquivalent adjustment was added to interest indartige tables below
This adjustment is calculated using the U.S. fddgedutory corporate income tax rate of 35 peré@n2006, 2005 and 2004.

The following table reconciles interest income {er consolidated statements of income to net istémeome adjusted to a fully tax-
equivalent basis:

Year Ended December 31

2006 2005 2004
(dollars in thousands)

Interest income per consolidated statements ofex $ 204,70 $ 172,12 $ 148,63
Adjustment to fully ta-equivalent basi 4,504 4,042 3,70¢
Interest income adjusted to fully -equivalent basi 209,20t 176,16« 152,34«
Interest expens 91,58 59,51« 40,89(
Net interest income adjusted to fully ta-equivalent basis $ 11762. $ 116,65( $ 111,45
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Average Balance Sheet and Net Interest Income Analis

December 31

2006 2005 2004

Average Yield/ Average Yield/ Average Yield/

Balance Interest Rate Balance Interest Rate Balance Interest Rate
(dollars in thousands)
ASSETS
LoansM®@ $ 258817! $ 187,81t 7.26% $ 2370,85 $ 153,19 6.46% $ 222531 $ 128,08 5.76%
Taxable investment securities 362,30° 16,37¢  4.52% 413,96° 18,63¢  4.50% 479,94 20,66¢  4.31%
Tax-exempt investment securitig3 84,11¢ 4,145 4.93% 78,84¢ 3,84¢  4.88% 67,701 3,27F  4.84%
Other investments 12,67¢ 771  6.09% 16,12¢ 398 2.45% 19,01 295 1.55%
Federal funds sold 1,89( 98  5.20% 2,75( 94 3.42% 1,05( 19  1.81%
Total interest-earning asséf 3,049,16: 209,20¢  6.86% 2,882,541 176,16:  6.11% 2,793,02; 152,34  5.45Y%
Noninteres-earning asset:
Cash and due from banks 53,33! 50,471 46,96
Premises and equipment, net 31,97 26,49 23,85(
Other assets 162,86¢ 149,30! 142,24¢
Less allowance for loan loss (36,427) (35,466 (33,35)
Total $ 3,260,90 $ 3,073,34 $ 2,972,72i
LIABILITIES AND SHAREHOLDERS' EQUITY
Interest-bearing liabilities:
NOW/Money market accoun $ 334,98 $ 3,79¢  1.13% $ 438,35t $ 3,83 0.87% $ 538,47: $ 3,26¢  0.61%
Savings deposits 829,70( 32,787  3.95% 502,64: 11,26: 2.24% 235,92¢ 1,49  0.63%
Time deposits 914,62: 36,94¢  4.04% 889,26 29,72¢  3.34% 857,53: 25,87:  3.02%
Federal funds purchased 21,56( 1,10¢  5.14% 21,82¢ 727  3.33% 25,39: 371  1.46%
Securities sold under repurchase agreen 92,98¢ 4,060  4.37T% 110,57° 3,21¢ 2.91% 139,25 1,547 1.11%
Short-term borrowings 88,34: 4,42¢ 5.01% 221,91¢ 7,127 3.21% 293,39: 4,321 1.47%
Long-term borrowings 154,27t 7,98¢ 5.18% 78,41¢ 3,61¢  4.61% 103,90( 4,02( 3.87%
Subordinated del 6,98¢ 471 6.74% — — — — — —
Total interest-bearing liabilities) 2,443,45] 91,58: 3.75% 2,263,00: 59,51«  2.63% 2,193,86' 40,89(  1.86%
Noninteres-bearing liabilities:
Demand deposits 423,80¢ 411,23t 391,88!
Other 46,73 47,57( 48,72
Shareholders’ equity 346,91: 351,53 338,25:
Total $ 3,260,90 $ 3,073,344 $ 2,972,72
Net interest incom $ 117,62 $ 116,65( $ 111,45:
Net yield on intere-earning assets 3.86% 4.05% 3.99%

(1) For the purpose of these computations, nonaagioans are included in the daily average loaowamts outstanding.

(2) Tax-exemptincome is on a fully tax-equivalbasis, including the dividend-received deductionefguity securities, using the statutory federapooate income tax rate of 35 percent
for 2006, 2005 and 200
(3) Yields are calculated using historical costibas
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The following tables set forth for the periods irated a summary of the changes in interest eamethterest paid resulting from
changes in volume and changes in rates:

2006 Compared to 2005 2005 Compared to 2004
Increase (Decrease) Due to (1) Increase (Decrease) Due to (V)
Volume Rate Net Volume Rate Net
(dollars in thousands)
Interest earned ol
Loans® $14,04: $20,58: $34,62¢ $ 8,371 $16,72¢ $25,10¢
Taxable investment securiti (2,326) 62 (2,264 (2,847 811 (2,030
Tax-exempt investment securitiés 257 43 30C 53¢ 30 56¢
Other investment (85) 461 37€ (45) 14t 10C
Federal funds sol (29 34 5 31 44 75
Total interest-earning assets 11,86( 21,18: $33,04: 6,061 17,75¢ 23,82(
Interest paid on
NOW/money market accoun (909 867 (37 (607) 1,17¢ 56¢
Savings deposil 7,32¢ 14,19t 21,524 1,68¢ 8,08 9,77(
Time deposit: 84¢ 6,37( 7,21¢ 95¢ 2,89¢ 3,85¢
Federal funds purchas 9) 39C 381 (52 40¢ 35¢€
Securities sold under agreements to repurc (512) 1,357 84t (31¢) 1,99( 1,672
Shor-term borrowings (4,290 1,587 (2,709 (1,059 3,85¢ 2,80¢
Long-term borrowings 3,49¢ 873 4,372 (98€) 583 (403)
Subordinated del 471 — 471 — — —
Total interest-bearing liabilities 6,432 25,63¢ 32,07 (370 18,99« 18,62«
Change in net interest income $ 5,42¢ $(4,45¢ $ 97z $ 6,431 $(1,23)) $ 5,19¢

(1) The change in interest due to both volume amel has been allocated to volume and rate chang®sportion to the relationship of the absolutéadt@mounts of the change in each.
(2) Tax-exemptincome is on a fully tax-equivalbasis using the statutory federal corporate inctareate of 35 percent for 2006, 2005 and 2004.

PROVISION FOR LOAN LOSSES

The provision for loan losses is an amount addeédda@llowance against which loan losses are chafjee provision for loan losses was
$9.4 million and $5.0 million for 2006 and 2005spectively. The provision is the result of managetrseassessment of credit quality
statistics and other risk factors that would havéngpact on probable losses in the loan portfaitd the model used to determine the
adequacy of the allowance for loan losses. A sizdismodel is used to assist in the determinatibtihe adequacy of the allowance for loan
losses. Changes in the risk ratings within alloveaioe loan loss model are consistent with the dedih asset quality, which includes a
significant increase in net loan charge-offs andatgrual loans that occurred as a result of theeafentioned commercial loan relationships.

Credit quality is the most important factor in detéing the amount of the allowance, and the rasyiprovision. Also affecting the
amount of the allowance and resulting provisiolo#an growth and portfolio composition. Most of flban growth in 2006 and 2005 is
attributable to larger commercial loans. Net loharge-offs totaled $12.7 million for 2006 and $tiflion in 2005. The most significant
charge-offs for 2006 were the aforementioned $7llom construction company, $2.7 million for a cararcial real estate loan participation
and $1.5 million for a wholesale
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distributor, all of which were previously considéria the analysis for the adequacy of the allowdncéoan losses. Nonaccrual loans to total
loans increased to 0.74 percent at December 38, @0@ompared to 0.45 percent at December 31, 2005.

NONINTEREST INCOME

Noninterest income, excluding net security gainstgased $2.5 million, or 8 percent in 2006 comp#we2005. Increases included $

million or 9 percent in service charges on depasiibunts, a $0.9 million or 13 percent increasgenlth management fees, a $1.0 million or
17 percent increase in insurance activities an@.@ ®illion or 8 percent increase in other revemitset by a $0.8 million or 53 percent
decrease in mortgage banking activities.

S&T recognized $6.1 million of gains on the salesefurities in 2006. These gains were partiallgaifby $0.6 million of realized losses
taken for an-other-than-temporary impairment, iooedance with FSP 115-1 and FAS 124-1, “The Meanin@ther-Than-Temporary
Impairment and Its Application to Certain Investriisnon three equity investment securities. Segu#tins were primarily attributable to the
sales of equity securities in order to maximizemes by taking advantage of market opportunitiesmpresented. The equities portfolio is
comprised primarily of bank holding company comnstock.

The $0.8 million increase in service charges orodiéaccounts is primarily a result of managemetistinued effort to implement
reasonable fees for services performed and to neatlagely the collection of these fees, as wetbaesxpand new cash management
relationships. During 2006, fees for insufficienhéls increased $0.9 million as a result of prodedesign. The $0.9 million increase in
wealth management fees were a result of new bistemgelopment and increased performance in th& stacket values of customer
accounts during 2006. Insurance commissions inece®.0 million primarily as a result of strongeemll sales volume and the acquisition
of Holsinger Insurance Agency during the first daaof 2006. These areas were the focus of sestedegic initiatives and product
enhancements implemented in order to expand tlesees of noninterest income. The $0.8 million dase in mortgage banking activitie:
primarily a result of lower origination volumes aadlecline in the gain on sale recognized upondfaleese loans into the secondary markets
reflective, of a general slodewn in the housing market. Other fee revenue asze of $0.6 million reflect normal organizatiopamnsion an
include increases of $0.5 million in debit/creditd activity.

NONINTEREST EXPENSE

Noninterest expense increased $6.8 million or Tteye in 2006 compared to 2005. €'s efficiency ratio, which measures noninterest
expense as a percent of noninterest income, exgjsgicurity gains plus net interest income on lg fak-equivalent basis, was 45 percent in
2006 and 42 percent in 2005.

Staff expense increased 8 percent or $2.9 millic®006. This increase is primarily attributabldfte effects of normal year-end merit
increases, the addition of 15 average full-timeiajant staff to implement new strategic initiatvand expanded retail facilities and the $0.8
million effect of implementing Financial Accountir@andards Board Statement No. 123(R), “Share BRagthent”. Also impacting staff
expense in 2006 is a $1.0 million incentive paidltemployees to provide transitioning from banklevstock option grants into a new
performance-based incentive plan. No corporate-widek option grants, including grants to executhaeagement and directors, were
awarded in 2006, as compared to prior years. Awefaliitime equivalent staff was 801 in 2006 an 1#82005.

S&T’s net periodic defined benefit plan cost isdzaprimarily on three assumptions: the discour fait plan liabilities, the expected
return on plan assets and the rate of compensatopase. Net periodic pension expense of $0.8amiind $0.9 million, respectively was
recorded for S&T’s
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defined benefit plan for 2006 and 2005. Net pedqiinsion expense is expected to approximate $llikmior the year 2007, assuming no
significant changes in plan assumptions.

Occupancy, equipment and data processing expeasmased 7 percent or $0.9 million as compared &5 2lhie to several facility
restructurings, which included the addition of nen&nches and administrative facilities. Other tepemse increased 10 percent or $0.3
million as compared to 2005 primarily as a restilnoreases in Pennsylvania shares tax. Other egsancreased 25 percent or $2.5 million
in 2006 as compared to 2005 primarily due to $1ildam of write-downs of real estate previously aagd through foreclosure to current
market values, an increase of $0.6 million in theweance for lendingelated commitments, a $0.3 million increase iralegkpenses and $C
million of revenue received in 2005 for a histoticghabilitation tax credit partnership.

FEDERAL INCOME TAXES

Federal income tax expense decreased $2.8 midi®21.5 million in 2006 as compared to 2005. Thesrdase is primarily attributable to a
decrease in pre-tax income. The effective tax@&®9 percent in 2006 and 2005 was below the 3Bgmrstatutory tax rate due to the tax
benefits resulting from tax-exempt interest, exahid dividend income and the tax benefits assatiatth Low Income Housing Tax Credit
(“LIHTC") and Federal Historic Tax Credit projectS&T currently does not incur any alternative minimtax.

RESULTS OF OPERATIONS
Year Ended December 31, 2005

NET INCOME

Net income was $58.2 million or $2.18 per dilutedréngs per share in 2005, a 7 percent increase the $54.4 million or $2.03 per dilut:
earnings per share in 2004. The increase in eamitag primarily the result of increases in netregeincome and noninterest income offset
by lower security gains and increased nonintengs¢ese. The return on average assets was 1.9Mpé&c@005, as compared to 1.83 pert
for 2004. The return on average equity at 16.5¢querfor 2005 compared to 16.07 percent for 2004.

NET INTEREST INCOME

On a fully tax-equivalent basis, net interest ineancreased $5.2 million or 4.7 percent in 2005 parad to 2004. The net yield on interest-
earning assets increased to 4.05 percent in 2006magared to 3.99 percent in 2004. The increasetityield on interest earning assets is
attributable to the effect of higher short-termeneist rates on a balance sheet that was assdtveensist of the year, growth in core deposits
and reduced balance sheet leveraging activitiéiseassk reward for leveraging activities have beigmificantly reduced by a flattening yield
curve.

In 2005, average loans increased $145.6 millionev@ilage securities and federal funds sold dealeg&s®0 million. The yields on
average loans increased by 70 basis points anddltks on average securities increased 22 basmgpdverall funding costs increased 66
basis points.

Average interesbearing deposits provided $198.3 million of thedsifior the growth in average earning assets, astaf 2.45 percent i
2005 as compared to 1.88 percent in 2004. Theat@epurchase agreements and other borrowed fumedsased 157 basis points to 3.39
percent.

Positively affecting net interest income was a 3$24illion increase in average net free funds duifg5 compared to 2004. Average net
free funds are the excess of demand deposits, otiménterest-bearing liabilities and shareholdergiity over nonearning assets. Most of this
increase is due to the successful marketing ofaewand accounts and corporate cash managemernteservi
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PROVISION FOR LOAN LOSSES

The provision for loan losses was $5.0 million 44 million for 2005 and 2004, respectively. Mokthe loan growth in 2005 and 2004 is
attributable to larger-sized commercial loans. leh charge-offs totaled $1.7 million for 2005 &@1d6 million in 2004. Included in the 2004
net charge-offs is a $3.9 million recovery in tberth quarter of 2004 of two previously chargedagfinmercial loans in the hotel and
manufacturing industries that were considered éndtermination of the allowance for loan lossema¢crual loans to total loans increased
to 0.45 percent at December 31, 2005 as compar@@8percent at December 31, 2004.

NONINTEREST INCOME

Noninterest income, excluding net security gainstgased $3.7 million or 13 percent in 2005 congp&we2004. Increases included $

million or 2 percent in service charges on depasiibunts, a $0.8 million or 13 percent increasgenlth management fees, a $0.2 million or
9 percent increase in letter of credit fees, a #dilllon or 25 percent increase in insurance ati&igj a $0.1 million or 8 percent increase in
mortgage banking activities and a $1.3 million 6r2rcent increase in other revenue.

Net security gains totaled $5.0 million in 2005. S&cognized $5.3 million of gross gains on se@siand gross losses of $0.3 million
on the sale of securities in 2005. Security gaiasawrimarily attributable to the sales of equigsrities in order to maximize returns by
taking advantage of market opportunities when priesk The equities portfolio is comprised primaoibank holding company common
stock.

The increase in wealth management fees were & qubw business and general market improvementgedl as a $0.3 million increase
in discount brokerage fees. Assets under managanaetsed 5 percent in 2005 to $1.2 billion assalt of new customers and general
market improvements. Insurance commissions incoe®$el million primarily as a result of strongereoall sales volume and the acquisition
of Bennett Associates Inc. and Cowher-Nehrig & Campduring the first quarter of 2005. These areaiewthe focus of several strategic
initiatives and product enhancements implementaxdder to expand these sources of noninterest inc@ther fee revenue increases of $1.3
million reflect normal organization expansion andlude increases of $0.5 million in debit/creditccactivity, $0.5 million of commercial
loan swap fees and $0.2 million of gains on the sékeal estate owned acquired through foreclosure

NONINTEREST EXPENSE

Noninterest expense increased $2.5 million or 4gx@rin 2005 compared to 2004. S's efficiency ratio, which measures noninterest
expense as a percent of noninterest income, exgjusdicurity gains plus net interest income onlg fak-equivalent basis, was 42 percent in
2005 and 43 percent in 2004.

Staff expense increased 6 percent or $1.9 millioP005. This increase is primarily attributabldhe effects of year-end merit increases
and increased staffing levels required to implenment initiatives, offset by lower medical plan st 2005. Average full-time equivalent
staff was 786 in 2005 and 774 in 2004.

S&T’s net periodic defined benefit plan cost isdzaprimarily on three assumptions: the discour fait plan liabilities, the expected
return on plan assets and the rate of compensatiopase. Net periodic pension expense of $0.9amilas recorded for S&T’s defined
benefit plan for 2005 and 2004.

Occupancy and equipment expense increased 14 percgh.0 million as compared to 2004 as a redudt ienegotiated and shorter lease
term for an existing headquarter facility resulting
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acceleration of depreciation terms for leaseholgrovements. Data processing costs increased 8rianc&0.3 million in 2005 as compared
to 2004. This increase is primarily attributablértoreased organizational growth related to inerddsisiness activity, primarily in the
commercial lending and credit administration ar€tter expenses decreased 6 percent or $0.6 milig@05 as compared to 2004 primarily
due to a $0.4 million reduction in the losses om lscome housing and historical rehabilitation tagdit projects, a $0.1 million decrease to
the allowance for lending-related commitments af@.4 million refund resulting from a sales/usetaxiew initiative.

FEDERAL INCOME TAXES

Federal income tax expense increased $1.3 milticg24.3 million in 2005 as compared to 2004. Thesease is primarily attributable to a
higher level of taxable income. The effective taterof 29 percent in 2005 and 30 percent in 2008 vetow the 35 percent statutory tax rate
due to the tax benefits resulting from tax-exempdrest, excludable dividend income and the taxefisrassociated with Low Income
Housing Tax Credit (“LIHTC") and Federal Histori@X Credit projects. S&T currently does not incuy ailternative minimum tax.

LIQUIDITY AND CAPITAL RESOURCES

Shareholders’ equity decreased $13.4 million atebdwer 31, 2006 compared to December 31, 2005. filmauyy source of equity growth is
earnings retention. Capital growth is a functiomef income less dividends paid to shareholderdraagury stock activities.

Net income was $53.3 million and dividends paighareholders were $30.0 million for 2006. S&T paidpercent of 2006 net income in
dividends, equating to an annual dividend ratelol®$ per share. Also affecting capital was a desgred $2.1 million in unrealized gains on
securities available for sale, net of tax, whicmduded in other comprehensive income. Also diifgccapital was a decrease of $3.0 million
upon adoption of Financial Accounting StandardsrB&tatement No. 158, “Employers’ Accounting forfided Benefit Pension and Other
Post Retirement Plans,” which is included in ott@mprehensive income, net of tax and the effecstaufk buybacks.

During 2006, S&T repurchased 1,031,700 sharesafitnmon stock at an average price of $34.19 meesfithe impact of the
repurchased shares is $0.02 increase to diluteihgarper share. The S&T Board of Directors presipauthorized a stock buyback progr
for 2006 of up to one million shares, or approxiehaé percent of shares outstanding. During 2088, &purchased 999,000 shares under
this program at an average cost of $34.20 per skar®©ctober 16, 2006, the S&T Board of Directartharized a new stock buyback
program until September 30, 2007 of an additiom&l million shares with 32,700 shares repurchasdeérhis plan during the fourth quarter
of 2006 at an average cost of $33.63 per share.®&Sued 122,244 shares during 2006 primarilyutincthe exercise of employee stock
options. See schedule on page 15 for the 2006 shjpuechase activity.

On September 21, 2006, S&T Bank issued $25.0 millijunior subordinated debt through a pooleddaation at an initial fixed rate of
6.78%. On September 15, 2011 and quarterly thee&&T bank shall have the option to redeem thsiinated debt, subject to a 30 day
written notice and prior approval by the FDIC. & BEBank chooses not to exercise the option foneatlemption on September 15, 2011 or
subsequent quarters, the subordinated debt willardho a variable rate of 3-month LIBOR plus 1&@&is points. The subordinated debt
qualifies as Tier 2 capital under regulatory guitkes and will mature on December 15, 2036.

S&T continues to maintain a strong capital positidth a leverage ratio of 8.8 percent as compavdtié 2006 minimum regulatory
guideline of 3 percent. S&T’s risk-based capitarTl and Total ratios were 9.7 percent and 11.8emrrespectively, at December 31, 2006,
which places S&T well above the Federal Reservadsaisk-based capital guidelines of 4 percent &mercent for

PAGE 35



Table of Contents

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

Tier 1 and Total capital. Included in the totaioas 45 percent of the pretax unrealized holdiamgg on available for sale equity securities as
prescribed by banking regulations effective Octdher998. In addition, management believes that &3 the ability to raise additional
capital if necessary.

During 2003, S&T filed a shelf registration statetnen Form S-3 under the Securities Act of 1933l SEC for the issuance of up to
$150.0 million of a variety of securities includirdebt and capital securities, preferred and comstock and warrants. S&T may use the
proceeds from the sale of any securities for gémergorate purposes, which could include investsiahthe holding company level,
investing in, or extending credit to, its subsidiar possible acquisitions and stock repurchasesf ecember 31, 2006, S&T had not issued
any securities pursuant to the shelf registrattatement.

In April 1993, shareholders approved the S&T InsenStock Plan (“Stock Plan”) authorizing the issca of a maximum of 1.2 million
shares of S&TS common stock to assist in attracting and retgirimployees of outstanding ability and to aligrirthrgerests with those of tl
shareholders of S&T. On October 17, 1994, the SRlak was amended to include outside directorsA@nii 21, 1997, shareholders
approved an amendment to the Stock Plan incredistngumber of authorized shares to 3.2 millionoABecember 31, 2002, 3,180,822
nonstatutory stock options and 35,600 restrictedksawards had been granted to key employees asilewlirectors under the Stock Plan;
906,962 of these awards are currently exerciséblépril 2003, shareholders approved the 2003 S&dehtive Stock Plan (2003 Stock
Plan”) authorizing the issuance of 1.5 million ggrsubject to capital adjustments as providelar?003 Stock Plan. The purpose of the
2003 Stock Plan is to promote the long-term intsre§S&T and its shareholders by attracting arnaimeng directors, officers and key
employees. S&T believes that directors, officerd amployees who own shares of its common stockhailke a closer identification with
S&T and a greater motivation to work for S&T’s sass, because, as shareholders, they will partecipagb&T’'s growth and earnings. As of
December 31, 2006, 937,500 nonstatutory stock ogtiad been granted under the 2003 Stock Planptogees and directors; 642,750 of
these awards are currently exercisable. On Decefhe¥005, S&T also granted 206,900 cash appreaiaijhts under the 2005 Cash
Appreciation Rights Plan to employees. None ofétesards are currently exercisable. No corporatiewtock option grants, including
grants to executive management and directors, awgaeded in 2006.

S&T has various financial obligations, includinght@ctual obligations and commitments that may irecfuture cash payments. The
following table presents as of December 31, 20@@jficant fixed and determinable contractual ohtigns to third parties by payment date:

Payments Due In

Less than One to Three to Over
One Year Three Years Five Years Five Years Total
(dollars in thousands)
Deposits without a stated maturity $ 1,644,009 $ — $ — 3 — $ 1,644,09
Time deposit$) 659,53( 216,78 35,551 9,337 921,21
Federal funds purchased and securities sold uegerchase
agreement§) 133,02: — — — 133,02:
Short-term borrowing§) 55,00( — — — 55,00(
Long-term borrowing$" 20,92: 135,39: 6,322 9,30z 171,94:
Junior subordinated debt securiti®s — — — 25,00( 25,00(
Operating lease 1,08¢ 2,07¢ 1,99¢ 15,00¢ 20,16¢
Purchase obligatior 3,00( 6,00( 2,75C — 11,75(
Total $ 2,516,65 $ 360,26: $ 46,627 $ 58,64« $ 2,982,18

(1) Excludes interes
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Operating lease obligations represent short-teasd@rrangements as described in Note F to thelaated financial statements.
Purchase obligations represent obligations undereagent with Metavante, S&T’s third party data @esing servicer, for operational
services outsourced. The Metavante obligation Hasyaut provision of 40 percent of the remainingrpants under the original term of the
contract.

In the normal course of business, S&T commits temc credit and issue standby letters of crediés€hobligations are not recorded in
our financial statements. Loan commitments andditatetters of credit are subject to S&T’s norm@dit underwriting policies and
procedures and generally require collateral baged management’s evaluation of each customer’'sifiahcondition and ability to satisfy
completely the terms of the agreement and are redi@n an annual basis. Our exposure to crediithotb® event the customer does not
satisfy the terms of the agreement equals the maiteamount of the obligation less the value of eojateral. Unfunded commercial loan
commitments totaled $686,204,000 and $635,809,00@eember 31, 2006 and 2005, respectively. Unfdradeer loan commitments total
$157,863,000 and $144,694,000 at December 31, 200&005, respectively; and obligations under $ipietters of credit totaled
$220,494,000 and $206,249,000 at December 31, 200&005, respectively.

REGULATORY MATTERS

S&T and S&T Bank are subject to periodic examinatiby one or more of the various regulatory agen@ering 2006, an examination of
S&T Bank was conducted by the Federal Deposit brsee Corporation (“FDIC”) and a financial holdingnepany inspection was conducted
by the Federal Reserve Bank of Cleveland (“FedReslerve”). The examination by the FDIC included,vas not limited to, procedures
designed to review lending practices, credit qualiguidity, operations and capital adequacy ofTSBank and its subsidiaries. The
examination by the Federal Reserve included, bstned limited to, procedures designed to reviewrdbad director and related committee
meetings minutes, financial statements, corporalieips and intercompany transactions of S&T arditbsidiaries. No comments were
received from the FDIC or Federal Reserve that dhalve a material effect on S&T’s liquidity, capitasources or operations. S&Tcurren
capital position and results of regulatory examoragllow it to pay the lowest possible rate forlEQIeposit insurance.

CRITICAL ACCOUNTING POLICIES AND JUDGMENTS

We have established various accounting policiesgbeern the application of accounting principlesegrally accepted in the United States in
the preparation of its consolidated financial stegats. The most significant of these policies @scdbed in Note A — Accounting Policies.
Certain of these policies require numerous estisnaiel strategic or economic assumptions that nayegnaccurate or subject to variations
and may significantly affect S&T'’s reported reswdtsd financial position for the period or in futyreriods. Changes in underlying factors,
assumptions or estimates in any of these aread bawk a material impact on S&T’s future financiahdition and results of operations.

Securities

Securities are reported at cost adjusted for prermiand discounts and are recognized in interestrirausing the interest method over the
period to maturity. Declines in market value ofiindual securities below their amortized cost, #mat are other-than-temporary, will be
written down to current market value and includeé@arnings as realized losses. Management systaihagvaluates securities for other-
than-temporary declines in market value on a qdgrasis. If the financial markets experience detation, additional charges to income
could occur in future periods.
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Allowance for Loan Losses

Determination of an adequate allowance for loardess inherently subjective, as it requires egtona of occurrence of future events as \
as timing of such events.

The allowance for loan losses is increased by @satg income and decreased by charge-offs (neicolveries). S&T's periodic
evaluation of the adequacy of the allowance fon llmsses is determined by management through ei@iuaf the loss exposure on individi
impaired, nonperforming and delinquent and higHadldbans; review of risk conditions and businesads; historical loss experience; and
growth and composition of the loan portfolio, adlvas other relevant factors.

A quantitative analysis is utilized to support gdequacy of the allowance for loan losses. Thisyaisaincludes review of the historical
charge-offs that have occurrence within the créditenomic life cycle. Management also assesseltafiige factors such as portfolio credit
trends, unemployment trends, vacancy trends, loanth and variable interest rate factors.

Significant to this analysis is the shift in loaorifolio composition to an increased mix of comnigrtoans. These loans are generally
larger in size, and, due to our continuing growtlany are unsecured or new loan relationships. Memagt relies on its riskating process t
monitor trends that may be occurring relative tootercial loans to assess potential weaknesseswtitbicredit. Current risk factors and
trends in risk ratings are considered in the ddteation and allocation of the allowance for loasdes. During 2006, the risk-rating profile of
the portfolio remained relatively stable.

The allowance for loan losses at December 31, 2@6des $28.5 million or 86 percent of the allowamllocated to commercial and
industrial and commercial real estate loans. Thigyafor customers to repay commercial loans isrendependent upon the success of their
business, continuing income and general econonmditons. Accordingly, the risk of loss is highar such loans than on residential real
estate loans, which generally incur lower lossdfénevent of foreclosure as the collateral vaypécally exceeds the loan amounts.

Goodwill and Other Intangible Assets

S&T has $2.9 million of core deposit intangibleetsssubject to amortization and $49.9 million imdwill, which is not subject to periodic
amortization. S&T determined the amount of ideabfe intangible assets based upon an independentieposit analysis and insurance
contract analysis. An annual evaluation of idealifée intangible assets for impairment is performme®&&T. S&T concluded that the recorded
value of identifiable intangible assets was notairgd as a result of the evaluation as of Decer@beP006.

Goodwill arising from business combinations repnésé¢he value attributable to unidentifiable inténhg elements in the business
acquired. S&T’s goodwill relates to value inheranthe banking business and the value is depengent S&T’s ability to provide quality,
cost-effective services in the face of free contjpetifrom other market participants on a regioradib. This ability relies upon continuing
investments in processing systems, the developaferstiue-added service features and the ease @fuB&T's services. As such, goodwill
value is supported ultimately by revenue that igedr by the volume of business transacted. A dedlirearnings as a result of a lack of
growth or the inability to deliver cost-effectiversices over sustained periods can lead to impairimiegoodwill, which could adversely
impact earnings in future periods. An annual evidneof goodwill for impairment is performed by S&The market value of S&T and the
implied market value of goodwill at the respectigporting unit level are estimated using industignparable information. S&T concluded
that the recorded value of goodwill was not impaias a result of the evaluation as of October 0620
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INFLATION

Management is aware of the significant effect tnfla has on interest rates and can have on finbpeirformance. S&T’s ability to cope with
this is best determined by analyzing its capabitityespond to changing interest rates and itéyabdl manage noninterest income and
expense. S&T monitors its mix of interest-rate gaesassets and liabilities through ALCO in ordereduce the impact of inflation on net
interest income. Management also controls the &ffefcinflation by reviewing the prices of its prars and services, by introducing new
products and services and by controlling overhegemrses.

“SAFE HARBOR” STATEMENT UNDER THE PRIVATE SECURITIE S LITIGATION REFORM ACT OF 1995

This Annual Report on Form 10-K contains or incagtes statements that S&T believes are “forwardilmp statements” within the meaning
of the Private Securities Litigation Reform Actk95. These statements generally relate to S&hanitial condition, results of operations,
plans, objectives, future performance or busingéssy usually can be identified by the use of fomvimoking language such as “will likely

result,” “may,” “are expected to,” “is anticipatédestimate,” “forecast,” “projected,” “intends tadr other similar words. You should not

place undue reliance on these statements, as theylbject to risks and uncertainties, includingrmt limited to those described in this Form
10-K or the documents incorporated by referencee\tonsidering these forward-looking statements,sfmuld keep in mind these risks
and uncertainties, as well as any cautionary se¢snwve may make. Moreover, you should treat teiegements as speaking only as of the
date they are made and based only on informatiem déictually known to us. We undertake no obligatiapdate publicly any forward-
looking statements, whether as a result of newrinédion, future events or otherwise.

These forward-looking statements are based onrduesgectations, estimates and projections abodt SBusiness, management’s
beliefs and assumptions made by management. Ttedseenents are not guarantees of future performandenvolve certain risks,
uncertainties and assumptions (“Future Factorshjclvare difficult to predict. Therefore, actuatoames and results may differ materially
from what is expressed or forecasted in these falh@king statements.

Future Factors include:

» changes in interest rates, spreads on earningsas@interest-bearing liabilities, and interegt sensitivity;

» credit losses;

» sources of liquidity;

» legislation affecting the financial services indysis a whole, and/or S&T and its subsidiariesvimgially or collectively;

» regulatory supervision and oversight, includinguieed capital levels;

e increasing price and product/service competitiortdaypetitors, including new entrants;

» rapid technological developments and changes;

« the ability to continue to introduce competitiveangroducts and services on a timely, cost-effedbi@sis;

» the mix of products/services;

e containing costs and expenses;

« governmental and public policy changes, includingimnmental regulations;

» reliance on large customers;

» technological, implementation and cost/financigksiin large, multi-year contracts;

» the outcome of pending and future litigation andegamental proceedings;

e continued availability of financing;
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS — continued

» financial resources in the amounts, at the timescamthe terms required to support our future kessns; and

» general economic or business conditions, eitheomaity or regionally, may be less favorable thapexted, resulting in among other
things, a reduced demand for credit and other ces\

These are representative of the Future Factorsthad affect the outcome of the forwdmbking statements. In addition, such statem
could be affected by general industry and marketlitions and growth rates, general economic camniiti including interest rate and curre
exchange rate fluctuations, and other Future Factor

LIQUIDITY AND INTEREST RATE SENSITIVITY

Liquidity refers to the ability to satisfy the fineial needs of depositors who want to withdraw &yrat of borrowers needing access to funds
to meet their credit needs. Interest-rate senitmanagement seeks to avoid fluctuating net istarargins and to enhance net interest
income through periods of changing interest rakes. ALCO is responsible for establishing and mamigthe liquidity and interest rate
sensitivity guidelines, procedures and policies.

The principal sources of asset liquidity are casth@ue from banks, interest-earning deposits wattikl, federal funds, investment
securities that mature in one year or less andrisiesuavailable for sale. At December 31, 2008, tthtal of such assets was approximately
$502.6 million or 15 percent of consolidated ass#ftisile much more difficult to quantify, liabilithiquidity is further enhanced by a stable
core deposit base, access to credit lines at fittarcial institutions and S&T'’s ability to renewaturing deposits. Certificates of deposit in
denominations of $100,000 or more represented fdepeof deposits at December 31, 2006 and werganding primarily to local
customers. S&T's ability to attract deposits anddw funds depends primarily on continued rate cetitipeness, profitability, capitalization
and overall financial condition.

Beyond the issue of having sufficient sources talfunexpected credit demands or deposit withdragwalsdity management also is an
important factor in monitoring and managing intémage sensitivity issues through ALCO. Throughefmast and simulation models, ALCO is
also able to project future funding needs and dgwstrategies for acquiring funds at a reasonaide ALCO uses a variety of measurements
to monitor the liquidity position of S&T. These Inde liquidity gap, liquidity forecast, net loansdastandby letters of credit to assets, net
loans to deposits and net non-core funding depeamdetio.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Because the assets and liabilities of S&T are pilyneonetary in nature, the presentation and asislgf cash flows in formats prescribed by
accounting principles generally accepted in thetdéhStates are less meaningful for managing bapuidity than for non-financial
companies. Funds are typically provided from curezmnings, maturity and sales of securities albtgléor sale, loan repayments, deposits
and borrowings. The primary uses of funds inclue@ fbans, repayment of borrowings, the purchaseofirities and dividends to
shareholders. The level and mix of sources and afsemds are constantly monitored and adjustedbgO in order to maintain credit,
liquidity and interest-rate risks within prescribgalicy guidelines while maximizing earnings.

ALCO monitors and manages interest-rate sensitthityugh gap, rate shock and rate ramp analysespatic value of equity (EVE) and
simulations in order to avoid unacceptable earnfhurtuations due to interest rate changes. Inteets sensitivity analyses are highly
dependent on assumptions, which have been devehgsed upon past experience and the expected belodciustomers under various rate
scenarios. The assumptions include principal pneyegays for fixed rate
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Item 7(A). QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK — continued

loans, mortgage-backed securities and collatedalizertgage obligations (“CMQOs”), and classifying tthemand, savings and money market
balances by degree of interest-rate sensitivity.

The gap and cumulative gap represents the neigosit assets and liabilities subject to repricimgpecified time periods, as measured
by a ratio of rate sensitive assets to rate sgaditibilities. The gap analysis below incorporadtat rate scenario, and the following
significant assumptions:

Monthly loan prepayments above contractual requirenents

3 year ARN—Commercial Real Esta 1.5(%
5 year ARNM—Commercial Real Esta 1.75%
Fixed Rat—Commercial Real Esta 1.75%
Residential Real Esta 1.5(%
Fixed Rate Home Equit 1.5(%
Other Installment Loan 2.25%
Deposit behavioral pattern/decay rate assumptions

NOW and Savin¢—Year #1 25.00%
NOW and Savin¢—Year #2 25.00%
NOW and Savinc—beyond Year #: 50.00%
Green Plan Savin—1-6 Months 100.0(%
Money Market -6 Months 100.0%
S&T has not historically experienced significanictiuations in demand deposit balances during pgbihterest rate

fluctuations. NA
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Item 7(A). QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK — continued

Interest Rate Sensitivity
December 31, 2006

7-12 13-
GAP 1-6 Months Months 24 Months >2 Years
(dollars in thousands)
Repricing Assets:
Cash/due from ban} $ — $ — $ — $ 59,98(
Securities available for sa 48,88’ 32,28¢ 73,85t 277,02(
Other investment 10,56: — — —
Net loans 1,307,95: 222,91: 373,23 728,96
Other asset — — — 202,88!
Total 1,367,39° 255,20( 447,09: 1,268,85.
Repricing Liabilities:
Demand — — — 448,45
NOW 18,82: 18,82: 37,64 75,28¢
Money marke 163,10! — — —
Savings/club: 770,11¢ 15,97¢ 31,95¢ 63,91«
Certificates 443,55! 215,97¢ 161,68! 99,99/
Repos & sho-term borrowings 188,02: — — —
Long-term borrowings 3,55¢ 20,46¢ 50,96¢ 121,95!
Other liabilities/equity — — — 388,27!
Total 1,587,17. 271,24! 282,25( 1,197,87!
GAP $ (219,779 $ (16,045 $164,84. $ 70,97¢
Cumulative GAP $ (219,776 $(235,82) $(70,979 $ —
December 31, December 31,
Rate Sensitive Assets/Rate Sensitive Liabilities 2006 2005
Cumulative 6 month 0.8¢ 0.9¢
Cumulative 12 month 0.87 0.9¢

S&T’s one-year gap position at December 31, 20d&ates a liability sensitive position. This medmat more liabilities than assets will
reprice during the measured time frames. The impbas of a liability sensitive position will diffelepending upon the change in market
interest rates. For example, with a liability sémsiposition in a declining interest rate enviramt) more liabilities than assets will decrease
in rate. This situation could result in an incretseur interest rate spreads, net interest incantkeoperating spreads. Conversely, with a
liability sensitive position in a rising interesite environment, more liabilities than assets widtease in rates. This situation could result in a
decrease to our interest rate spreads, net infaceshe and operating spreads.

S&T has become more liability sensitive since Delsen?2005 mainly as a result of an inverted yieldzeuAn inverted yield curve occt
when short-term interest rates are higher than-teng interest rates. When the yield curve is iteegcustomers tend to prefer short-term
deposits and long-term loans, both of which malkebignk more liability sensitive.

In addition to the gap analysis, S&T performs tteck and rate ramp analyses on a static balaees ghestimate the effect that a +/-
100, +/-200 and +/-300 basis point instantaneodsgaadual parallel shift in the yield curve woulaMe on 12 months of pretax net interest
income. The rate shocks incorporate assumptioragdeyy the level of interest rate changes on noturita deposit products (savings, money
market, NOW and demand deposits) and changes in the
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Item 7(A). QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK — continued

prepayment behavior of fixed rate loans and seeanitith optionality. Inclusion of these assumpsianakes rate shock and rate ramp
analyses more useful than gap analysis alone. Sgdiisy is to limit the change in net interest in@®over a one-year horizon to -20% given
changes in rates using shocks or rate ramps up360-basis points. Although +/-100 and +/-200 ®@siint changes for the rate shock and
rate ramp analyses are not policy guidelines, theséyses are performed to ensure directional starsiy of the +/-300 basis point analysis.
The December 2006 results reflect a .14% increadem96% decrease to net interest income in tb@ add +300 basis point rate shock
analysis respectively.

The table below shows the pretax net interest irconpact of the +/-300 rate shock analyses.

Immediate Change in Rates

Change in Pretax Net Interest Income +300 bps -300 bps
(dollars in millions)

December 31, 20C $ (6.9 $ 0.C
December 31, 20C $ (1.0 $ (5.9

The results in the -300 basis point shock scermgaot consistent with a liability sensitive gagsition, which typically would indicate
an increase in net interest income. This is prilpaitie to: (1) rates on regular savings, NOW anah@yamarket accounts have lagged as ¢
rates have increased and cannot be decreased tweatyextent should rates go down, and (2) lofinarece activity will be considerable in
rates down. When comparing December 2006 to Dece®fli¥s there was an improvement to net interestmecin the -300 basis point rate
shock scenario. This improvement can be attribtdegtree main reasons: (1) strong growth in savarmgsshort term certificate of deposit
balances; (2) fixed rate loan growth; and (3) imptating a strategy to mitigate the rates downaisithe balance sheet through structured
borrowings.

Consistent with a liability sensitive gap posititime +300 rate shock results show pretax net istémeome decreasing in an increasing
interest rate environment. The pretax net intarestme decline in the +300 basis point results fidacember 2005 is primarily due to strong
growth in short term deposits and an increasexetfirate loans.

In order to monitor interest rate risk beyond the-gear time horizon of shocks and rate ramps, 8&® performs economic value of
equity (EVE) analysis. EVE represents the presahtevof all asset cash flows minus the presentevafiall liability cash flows. As with rate
shock analysis, EVE incorporates management asgumspegarding prepayment behavior of fixed raen#and securities with optionality
and core deposit behavior. S&T’s policy is to lithie change in EVE to -35% given changes in rapet® u-/-300 basis points. The December
2006 results reflect a -9.02% and -8.75% decraaB&/E given a -300 and +300 basis point changatarést rates respectively.
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CONSOLIDATED BALANCE SHEETS

S&T Bancorp, Inc. and Subsidiaries

December 31

2006

2005

(dollars in thousands, except share and per share data)

ASSETS

Cash and due from ban $ 59,98( $ 56,18¢
Securities available for sa 432,04! 481,25
Other investment 10,56: 13,31¢
Loans held for sal 82¢€ 1,58(
Portfolio loans, net of allowance for loan lossé$383,220 in 2006 and $36,572 in 2C 2,632,24! 2,453,35.
Premises and equipment, | 35,70( 29,12:
Goodwill 49,95¢ 49,07:
Other intangibles, n¢ 4,98¢ 5,47¢
Bank owned life insuranc 34,25 33,107
Other asset 77,99/ 72,50(
Total Assets $ 3,338,54. $ 3,194,97!
LIABILITIES
Deposits;

Noninteres-bearing deman $ 448,45; $ 435,67:

Interes-bearing deman 150,56¢ 155,19:

Money marke 163,10! 242,22t

Savings 881,96 652,68!

Time deposit: 921,21 933,10¢
Total Deposits 2,565,301 2,418,88
Securities sold under repurchase agreements aadhfddnds purchase 133,02: 137,82¢
Shor-term borrowings 55,00( 150,00(
Long-term borrowings 171,94: 83,77¢
Junior subordinated debt securit 25,00( —
Other liabilities 49,22¢ 52,06¢
Total Liabilities 2,999,49; 2,842,55!
SHAREHOLDERS’ EQUITY
Preferred stock, without par value, 10,000,000ehauthorized and none outstanc — —
Common stock ($2.50 par value) Authorized—50,000 $§lfares in 2006 and 2005 Issued—29,714,(

shares in 2006 and 20 74,28¢ 74,28¢
Additional paic-in capital 26,69¢ 26,12(
Retained earning 349,44 326,15¢
Accumulated other comprehensive inca 4,01¢ 9,17
Treasury stock (4,352,764 shares in 2006 and 30883hares in 2005, at co (115,39) (83,319
Total Shareholders Equity 339,05 352,42.
Total Liabilities and Shareholders’ Equity $ 3,338,54. $3,194,97!

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF INCOME

S&T Bancorp, Inc. and Subsidiaries

Year Ended December 31

2006

2005

2004

(dollars in thousands, except per share data)

INTEREST INCOME

Loans, including fee $ 185,54« $151,32¢ $ 126,33
Deposits with banks and federal funds ¢ 101 95 20
Investment Securitie:
Taxable 14,29: 15,99( 18,00¢
Tax-exempt 2,69 2,49¢ 2,12¢
Dividends 2,07(C 2,21( 2,14¢
Total Interest Income 204,70: 172,12. 148,63t
INTEREST EXPENSE
Deposits 73,52¢ 44,82« 30,63:
Securities sold under repurchase agreements aadhfddnds purchase 5,171 3,94 1,917
Shor-term borrowings 4,421 7,127 4,321
Long-term borrowings and capital securit 8,46( 3,61¢ 4,02(
Total Interest Expense 91,58 59,51« 40,89(
NET INTEREST INCOME 113,11¢ 112,60¢ 107,74¢
Provision for loan losse 9,38( 5,00( 4,40(
Net Interest Income After Provision for Loan Losses 103,73t 107,60¢ 103,34¢
NONINTEREST INCOME
Security gains, ne 5,481 5,00¢ 5,34
Service charges on deposit accol 10,41 9,58 9,38:
Wealth management fe 7,86z 6,971 6,201
Letter of credit fee 2,28¢ 2,20¢ 2,022
Insurance agency fe: 6,631 5,68¢ 4,55¢
Mortgage banking 703 1,497 1,391
Other 7,011 6,424 5,50z
Total Noninterest Income 40,39( 37,38¢ 34,40:
NONINTEREST EXPENSE
Salaries and employee bene 37,60: 34,71 32,84
Occupancy, ne 5,101 4,81¢ 4,16¢€
Furniture and equipme 3,297 3,251 2,91¢
Other taxe: 2,97 2,69¢ 2,60¢
Data processin 4,85z 4,29( 3,96¢
Marketing 2,47¢ 2,32¢ 2,39¢
Amortization of intangible: 32t 214 347
FDIC assessme| 30z 292 28¢
Other 12,35( 9,861 10,85
Total Noninterest Expense 69,27¢ 62,46¢ 60,39(
Income Before Taxes 74,84¢ 82,53( 77,35¢
Applicable Income Taxe 21,51 24,285 23,00!
Net Income $ 53,33¢ $ 58,24 $ 54,35¢
Earnings per common sh—Basic $ 2.07 $ 221 $ 2.0t
Earnings per common sh—Diluted 2.0¢€ 2.1¢ 2.0z
Dividends declared per common sh 1.17 1.1% 1.07

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

S&T Bancorp, Inc. and Subsidiaries

Accumulated

Additional Other
Comprehensive Common Retained Comprehensive Treasury
Paid-in
Income Stock Capital Earnings Income Stock Total
(dollars in thousands, except per share data)
Balance at December 31, 2003 $ 7428 $ 2193¢ $27169¢ $ 27,18t $ (62,39() $332,71¢
Net income for 200: $54,35¢ 54,35¢ 54,35¢
Other comprehensive income, net of tax expens @0H:
Unrealized losses on securities of $(2,791) net of
reclassification adjustment for gains included &t imcome
of $3,519 (6,310 (6,310 (6,310
Comprehensive Income $48,04¢
Cash dividends declared ($1.07 per share) (28,367 (28,367
Treasury stock acquired (542,600 sha (15,97() (15,970)
Treasury stock issued for stock options exercid®0,684 shares) (21C) 10,56( 10,35(
Recognition of restricted stock compensation expens 252 252
Tax benefit from nonstatutory stock options exerd 2,09¢ 2,09¢
Balance at December 31, 2004 $ 74288 $ 24,07¢ $ 297,69( $ 20,87t $ (67,8000 $349,12¢
Net income for 200! $58,24: 58,24% 58,24
Other comprehensive income, net of tax expenséd G96:
Unrealized losses on securities of $(8,448) net of
reclassification adjustment for gains included &t imcome
of $3,255 (11,709 (11,709 (11,707)
Comprehensive Income $46,54(
Cash dividends declared ($1.13 per share) (29,77%) (29,77%)
Treasury stock acquired (660,400 sha (23,17¢) (23,17¢)
Treasury stock issued for stock options exerci880,735 shares) 24E 7,66: 7,907
Recognition of restricted stock compensation expens 13€ 13€
Tax benefit from nonstatutory stock options exexd 1,66( 1,66(
Balance at December 31, 2005 $ 7428 $ 26,12( $ 326,15¢ $ 9,17z  $ (83,31 $352,42:
Net income for 200! $53,33¢ 53,33¢ 53,33¢
Other comprehensive income, net of tax expens&433$
Unrealized gains on securities of $1,441 net ofassification
adjustment for gains included in net income of $3,5 (2,127 (2,129 (2,127)
Comprehensive Income $51,21¢
Cash dividends declared ($1.17 per share) (30,047 (30,047
Treasury stock acquired (122,244 shares) (35,269 (35,269
Treasury stock issued for stock options exerci4¢e@3(,700 share (435) 3,19( 2,75t
Recognition of restricted stock compensation expens 59 59
Tax benefit from nonstatutory stock options exerdis 502 50z
Recognition of nonstatutory stock option compemsaéxpenst 452 452
Adjustment to initially apply SFAS No. 158, nettak of $1,635 (3,036 (3,03¢6)
Balance at December 31, 2006
$ 7428 $ 26,69 $34944 % 4,014  $(115,39) $339,05:

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

S&T Bancorp, Inc. and Subsidiaries

Year Ended December 31 2006 2005 2004
(dollars in thousands)
OPERATING ACTIVITIES
Net Income $ 53,33¢ $ 58,24: $ 54,35¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for loan losse 9,38( 5,00( 4,40(
Depreciation and amortizatic 3,24¢ 3,071 2,832
Net amortization of investment security premit 967 1,11¢ 2,20C
Recognition of stoc-based compensation expel 954 — —
Security gains, ne (5,48)) (5,009 (5,344
Deferred income taxe 1,80z 1,10C (1,612
Excess tax benefits from stc-based compensatic (2949) 1,66( 2,09¢
Mortgage loans originated for st (17,649 (35,849 (42,19)
Proceeds from the sale of loe 18,76( 36,35¢ 42,98
Gains on the sale of loans, | (357) (50€) (792)
(Increase) decrease in interest receiv: (1,507 (2,519 677
Increase in interest payalt 30t 1,651 20
(Increase) decrease in other as (9,399 (12,249 61
(Decrease) increase in other liabilit (2,839 (107 1,241
Net Cash Provided by Operating Activities 51,23¢ 51,98t 60,93:
INVESTING ACTIVITIES
Net (increase) decrease in inte-earning deposits with ban (1) 97 2
Proceeds from maturities of securities availabtestde 53,92: 66,27 117,25¢
Proceeds from sales of securities available far 11,83¢ 6,50¢ 44,94¢
Purchases of securities available for ¢ (22,950 (63,537 (75,93)
Net increase in loar (188,27) (205,879) (188,34)
Purchases of premises and equipment (9,499 (6,495 (4,939
Net Cash Used in Investing Activities (144,959 (203,030) (107,01)
FINANCING ACTIVITIES
Net increase in core depos 158,31¢ 173,56¢ 163,81«
Net (decrease) increase in time depc (12,895 69,05 50,19¢
Net decrease in sh-term borrowings (95,000 (75,000 (9,650
Net (decrease) increase in securities sold ungerrcbase agreements and fed
funds purchase (4,809 39,44t (98,98¢)
Proceeds from lor-term borrowings 133,50¢ 50,86¢ 4,93
Repayments of lor-term borrowings (45,349 (53,419 (35,540
Proceeds from junior subordinated debt secut 25,00( — —
Net treasury stock activi (32,519 (15,269 (5,620
Cash dividends paid to sharehold (30,046 (29,349 (28,107
Excess tax benefits from stc-based compensatic 294 — —
Net Cash Provided by Financing Activities 97,51« 159,90¢ 41,047
Increase (decrease) in Cash and Cash Equiv: 3,791 8,861 (5,039
Cash and Cash Equivalents at Beginning of ® 56,18¢ 47,32¢ 52,36!
Cash and Cash Equivalents at End of Yea $ 59,98( $ 56,18¢ $ 47,32¢

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

S&T Bancorp, Inc. and Subsidiaries

NOTE A
NATURE OF OPERATIONS

S&T Bancorp, Inc. (“S&T") was incorporated on Marth, 1983 under the laws of the Commonwealth ohBgrania as a bank holding
company and has two wholly owned subsidiaries, 8&fik and 9th Street Holdings, Inc. S&T owns a oak-hterest in Commonwealth
Trust Credit Life Insurance Company (“CTCLIC").

S&T is presently engaged in nonbanking activitieetigh the following six entities: 9th Street Holgs, Inc., S&T Bancholdings, Inc.,
CTCLIC, S&T Insurance Group, LLC, S&T ProfessioRasources Group, LLC and Stewart Capital Advisoks;. 9th Street Holdings, Inc.
was formed in June 1988 and S&T Bancholdings, Was formed in August 2002 to hold and manage amodinvestments previously
owned by S&T Bank and to give S&T additional latituto purchase other investments. CTCLIC, whichj@int venture with another
financial institution, acts as a reinsurer of ctdif®, accident and health insurance policies $3/6&T Bank and the other institution. S&T
Insurance Group, LLC distributes high-quality lifsurance and long-term disability income insurgmmelucts through Evergreen Insurance
Associates, LLC. S&T Professional Resources Grbuf, markets software developed by S&T. Stewart @dpidvisors, LLC was formed
August 2005 to act as a registered investment adthsit manages private investment accounts favithahls and institutions and advises the
Stewart Capital Mutual Fund.

ACCOUNTING POLICIES

The financial statements of S&T Bancorp, Inc. anisidiaries have been prepared in accordance witbuating principles generally
accepted in the United States. In preparing thenfifal statements, management is required to nmetkaages and assumptions that affect the
reported amounts of assets and liabilities asefitites of the balance sheets and revenues antksesder the periods. Actual results could
differ from those estimates. The more significaztaunting policies are described below.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of S&T and its wholly owned subsidiariefl.ségnificant intercompany
transactions have been eliminated in consolidatiorestments of 20 percent — 50 percent of thetantng common stock of investees are
accounted for using the equity method of account8&T operates within one business segment, contyjwbanking, providing a full range
of services to individual and corporate customers.

CASH FLOW INFORMATION

S&T considers cash and due from banks as cashastdegjuivalents. For the years ended Decembei0B8, 2005 and 2004, interest paid
was $92,006,000, $61,213,000 and $40,900,000, cteply. Income taxes paid during 2006 were $22,0d3 compared to $23,153,000 for
2005 and $20,808,000 for 2004. For the years eBaéegmber 31, 2006, 2005 and 2004, transfers okltaother real estate owned was
$523,000, $3,455,000 and $2,111,000, respectively.

SECURITIES

Management determines the appropriate classifitatiGecurities at the time of purchase. If manag@rhas the intent and S&T has the
ability, at the time of purchase, to hold secusitimtil maturity, they are classified as held tdumity and are stated at cost and adjusted for
amortization of premiums and accretion of discouBescurities to be held for indefinite periodsiofd are classified as available for sale and
are recorded at market value, and unrealized gaiddosses on these
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — contin ued

securities, net of related deferred income taxesreported in accumulated other comprehensivanecdains or losses on the disposition of
securities are based on the specific identificati@ihod. S&T does not engage in any securitiesngaaktivity for its own account.

Management systematically evaluates securitiestfaar-than-temporary declines in market value. 8tes for which declines in market
value are deemed to be other-than-temporary ateewidown to current market value and the resutthahges included in earnings as
realized losses.

LOANS

Interest on loans is accrued and credited to ojp@sabased on the principal amount outstandingrétimm of discounts and amortization of
premiums on loans are included in interest incdnoan origination fees and direct loan originatiarsts are deferred and amortized as an
adjustment of loan yield over the respective ligéthe loans. Loans are placed on nonaccrual aedeist is discontinued generally when
interest and principal are 90 days or more past due

Impaired loans are defined by management as conmharad commercial real estate loans which it @bpble that S&T will not be able
to collect all amounts due according to the cottr@iderms of the loan agreement. Factors consideyananagement in determining
impairment include payment status and underlyidtataral value. All impaired loans are classifiedsaibstandard for risk classification
purposes. Impaired loans are reserved, to the atthvalue of collateral and/or cash flow assodiatih the loan, when management
believes principal and interest will not be colEtunder the contractual terms of the loan. Theuatof interest on impaired loans is
discontinued when the loan is 60 days past due oranagement’s opinion the account should be planetbnaccrual status (loans partially
charged-off are generally immediately placed onagorual status). When interest accrual is discaetinall unpaid accrued interest is
reversed against interest income and/or the allow/éor loan losses, as applicable. Interest incisnsabsequently recognized only to the
extent that cash payments are received.

The allowance for loan losses is established tHrqargvisions for loan losses charged against inciumans considered to be
uncollectible are charged against the allowance racoveries, if any, are credited to the allowafde adequacy of the allowance for loan
losses is determined by management through evatuatithe loss exposure on individual nonperformuhglinquent and high-dollar loans;
review of various risk conditions and businessdeemistorical loss experience; and growth and asition of the loan portfolio, as well as
other relevant risk factors.

A quantitative analysis is utilized to support Hteequacy of the allowance for loan losses. Thisyaisaincludes review of the historical
chargeeff rates for loan categories, fluctuations anddein the amount of classified loans and othérfastors. Factors consider the leve
S&T'’s historical charge-offs that have occurrenéthin the credits economic life cycle. Managemdabassesses subjective factors such as
portfolio credit trends, unemployment trends, vagatnends, loan growth and variable interest ratédrs.

Significant to this analysis is the shift in loaoriiolio composition to an increased mix of comni@rtoans. These loans are generally
larger in size, and due to our continuing growthnsnare new loan relationships. Management rehidssaisk-rating process to monitor
trends that may be occurring relative to commeltoihs to assess potential weaknesses within @witcCurrent factors and trends in risk
ratings are considered in the determination aratation of the allowance for loan losses.

S&T believes its quantitative and qualitative as#&yand risk-rating process, which serves as timegpy basis for assessing the adequacy
of the allowance for loan losses, is sufficienaliow it to conclude that the total allowance foamh losses is adequate to absorb probable loan
losses.
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LOANS ORIGINATED FOR SALE AND HELD FOR SALE

Loans held for sale consist of 1-4 family residalntbans originated for sale in the secondary neake carried at lower of cost or market,
determined on an aggregate basis. Loans held iomsae $0.8 million and $1.6 million at Decembér 3006 and 2005, respectively. Gains
and losses on sales of loans held for sale aredadlin other income in the consolidated statemafrittcome. S&T manages its exposure to
changes in the market value of loans from the dat®mmitment to the borrower and the loan’s ultiensale by entering into mandatory
forward commitments to sell the loans. The exterwlich S&T elects to cover its loan productionhwibrward commitments varies based
upon factors deemed by management to be approprittie circumstances. The market value relataldaisk of the commitment is the
hedged asset or liability on the balance sheet avithrresponding offset recorded in the incomestant. The adjustment to the hedged asset
or liability is included in the basis of the heddtmin, while the market value of the derivativedsorded as a freestanding asset or liability.

PREMISES AND EQUIPMENT

Premises and equipment are stated at cost lessatated depreciation. Maintenance and repairstaeged to expense as incurred, while
improvements which extend an asset’s useful lifecapitalized and depreciated over the estimatedireng life of the asset. Depreciation
expense is computed generally by the straightriieéhod for financial reporting purposes and acesdel methods for income tax purposes.
Useful lives range from three to 25 years for fturg and equipment; ten to 50 years for premisdswan to 36 years for leasehold
improvements. Leasehold improvements are amortzedthe shorter of the asset’s useful life orrdraaining lease term, including renewal
periods when reasonably assured pursuant to SFAS3OAccounting for Leases.”

JOINT VENTURES

S&T has limited partnership investments in affoddaiousing and federal historic rehabilitation prt§, for which it provides funding as a
limited partner and receives tax credits and tajudéons for any losses incurred by the projectseetaon its partnership share. At
December 31, 2006 and 2005, S&T had recorded imeasds in other assets on its balance sheet of mppately $15.7 million and $13.7
million, respectively, associated with these inestts. Low-income housing relationships are acaalifdr on the equity basis and are
periodically reviewed for impairment. Investmentgiartnerships for the purpose of rehabilitatirgfdric structures are evaluated for
impairment at the end of each reporting period anedrecorded at their net realizable value. S&Ehained that it is not the primary
beneficiary of these partnerships and does nototiciage them.

OTHER REAL ESTATE

Other real estate is included in other assetsandmprised of properties acquired through foreggroceedings or acceptance of a deed in
lieu of a foreclosure. These properties are camatetie lower of cost or market value less estithatest of resale. Loan losses arising from the
acquisition of such property initially are chargeghinst the allowance for loan losses. Gains aesealized subsequent to acquisition are
recorded in other expenses in the results of ojpesat

GOODWILL AND OTHER INTANGIBLE ASSETS

Gooduwill represents the excess of the purchase prier the cost of net assets purchased. Goodwithti amortized, but is evaluated for
impairment annually. In 2006, 2005 and 2004, S&iffqrened the required impairment tests of goodvtilhee respective reporting unit level
and no impairment existed as of the valuation degghe market value of S&T’s net assets excedusddarrying value.
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If, for any future period, S&T determines that #adias been impairment in the carrying value ojdsdwill balances, S&T will record a
charge to earnings, which could have a materiateveffect on S&T’s net income.

Intangible assets consist of $3.8 million for tlogusition of core savings deposits ($2.0 milliaef of accumulated amortization) and
$1.5 million in cost for the acquisition of insucancontract relationships ($0.9 million, net of @melated amortization), and are amortized
over their estimated weighted average lives ofddry. The estimated aggregate amortization exgensach of the five succeeding years
will approximate $0.5 million.

Core

Deposit

Goodwill Intangible

dollars in thousands

Balance at December 31, 20C $48,02: $ 3,507
Additions 1,05z 27¢€
Amortization — (483)
Balance at December 31, 20C $49,07: $ 3,30(
Additions 882 111
Amortization — (4949
Balance at December 31, 20C $49,95¢ $ 2,917

MORTGAGE LOAN SERVICING

Mortgage servicing assets are recognized as sep@sstts when servicing rights are acquired thrtagghoriginations when the underlying
loan is sold. Upon sale, the mortgage servicingtrig established, which represents the then cumenket value of future net cash flows
expected to be realized for performing the sergd@ntivities. The market value of the mortgage isérg rights are estimated by calculating
the present value of estimated future net servicagh flows, taking into consideration actual axgleeted mortgage loan prepayment rates,
discount rates, servicing costs and other econéamtors, which are determined based on current eadnditions. The expected and actual
rates of mortgage loan prepayments are the masifisent factors driving the value of mortgage seing rights. Increases in mortgage loan
prepayments reduce estimated future net servi@sh lows because the life of the underlying l@areduced. In determining the market
value of the mortgage servicing rights, mortgaderast rates, which are used to determine prepayratss and discount rates, are held
constant over the estimated life of the portfolapitalized mortgage servicing rights are repoieather assets and are amortized into
noninterest income in proportion to, and over thgqa of, the estimated future net servicing incavhthe underlying mortgage loans.

Capitalized mortgage servicing rights are regulatgluated for impairment based on the estimate#tehaalue of those rights. The
mortgage servicing rights are stratified by certéi characteristics, primarily loan term and n@ee. If temporary impairment exists withi
risk stratification tranche, a valuation allowansestablished through a charge to income equakt@mount by which the carrying value
exceeds the market value. If it is later determiakkdr a portion of the temporary impairment noder exists for a particular tranche, the
valuation allowance is reduced.

Mortgage servicing rights are also reviewed foreotthan-temporary impairment. Other-than-temponanyairment exists when the
recoverability of a recorded valuation allowancdésermined to be remote, taking into considerahistorical and projected interest rates
loan pay-off activity. When this situation occuttsg unrecoverable portion of the valuation allowaiscapplied
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as a direct write-down to the carrying value of thertgage servicing rights. Unlike a valuation afémce, a direct write-down permanently
reduces the carrying value of the mortgage senyidghts and the valuation allowance, precludinigseguent recoveries.

For the year ended December 31, 2006 and 2003 -dhfamily mortgage loans that were sold to Fahiége amounted to $18.8 million
and $36.4 million, respectively. At December 310@@nd 2005, mortgage servicing rights were $2lliamiand $2.2 million, respectively.
At December 31, 2006, 2005 and 2004, S&T's sergigartfolio totaled $180.8 million, $185.1 milliand $175.9 million, respectively. The
fair market value of mortgage servicing rights #2s2 million and $2.4 million at December 31, 2@0®& 2005, respectively.

Servicing Valuation Net Carrying
Rights Allowance Value
Dollars in thousands
Balance at December 31, 20C $ 2,062 $ 38¢ $ 1,674
Additions/(reductions 421 (369) 79C
Amortization (28€) — (28€)
Balance at December 31, 20C 2,19¢ 20 2,17¢
Additions/(reductions 23¢ 36 203
Amortization (313 — (313
Balance at December 31, 20C $ 2,12¢ $ 56 $ 2,06¢

DERIVATIVE FINANCIAL INSTRUMENTS

S&T utilizes derivative instruments from time tmg for asset/liability management. These transasftiovolve both credit and market risk.
The notional amounts are amounts on which cal@ratand payments are based. The notional amoumtstdepresent direct credit
exposures. Direct credit exposure is limited torteedifference between the calculated amountg tieebeived and paid, if any. Interest-rate
swaps are contracts in which a series of interstflows (fixed and floating) are exchanged ovprescribed period. The notional amounts
on which the interest payments are based are wbaaged.

S&T has certain interest rate derivative positithag are not designated as hedging instrumentseltierivative positions relate to
transactions in which S&T enters into an interese-iswap with a customer while at the same timerigt into an offsetting interesite swa,
with another financial institution. In connectioiithiveach transaction, S&T agrees to pay intereiteéacustomer on a notional amount at a
variable interest rate and receive interest froendhsstomer on a same notional amount at a fixed Adtthe same time, S&T agrees to pay
another financial institution the same fixed ingneate on the same notional amount and receiveaime variable interest rate on the same
notional amount. The transaction allows S&T’s custo to effectively convert a variable rate loamtfixed rate for the customer. Because
S&T acts as an intermediary for its customer, clearig the market value of the underlying derivativatracts offset each other and do not
impact S&T's results of operations.

S&T offers rate lock commitments to potential bevers. The commitments are generally for 60 daysgarsdantee a specified interest
rate for a loan if underwriting standards are rhat,the commitment does not obligate the potebtatower to close on the loan.
Accordingly, some commitments expire prior to begmrioans. S&T enters into such contracts in otderontrol interest rate risk under an
asset/liability strategy that is meant to limitkrfsom holding longer-term mortgages. Whenever stamuer desires these products, a mortgage
originator quotes a secondary market rate, guagdrfta that day by the investor. The rate lockxisoeited between the mortgagee
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and S&T, and in turn a forward sales contract ecexed between S&T and the investor. Both theloate commitment and the correspond
forward sales contract for each customer are censitiderivatives. As such, changes in the fairevafithe derivatives during the
commitment period are recorded in current earnargbsincluded in other income on the consolidatatestents of income.

WEALTH MANAGEMENT ASSETS AND INCOME

Assets held in a fiduciary capacity by the subsidizank, S&T Bank, are not assets of S&T Bank amedtfaerefore not included in the
consolidated financial statements. Wealth managéefeerincome is reported on the consolidated stat¢mf income.

STOCK-BASED COMPENSATION

S&T has various stock-based employee compensaléms pwhich are described in Note O. S&T adoptedheial Accounting Standards
Board (“FASB”) Statement of Financial AccountingaBtlard (“SFAS”) No. 123(R), “Share Based Paymeort, January 1, 2006. S&T is
applying the modified prospective method. SFAS N2B(R) requires measurement of compensation expdrakbstock-based awards at
market value on the date of grant and recognitfctbmpensation expense over the service periodifawards granted or not yet vested at
the date of adoption. As a result of applying thevjsions of SFAS No. 123(R), during 2006, S&T regoized compensation expense of
$776,000, pretax and $505,000, net of tax. Theceffeapplying the provisions of SFAS No. 123(Rptuth year-to-date basic earnings per
share and diluted earnings per share was a deae$6e02.

Prior to the adoption of SFAS No. 123(R), S&T apgliAPB Opinion No. 25, “Accounting for Stock IssuedEmployees,” in accounting
for stock-based awards. No compensation expenseaflasted in net income for 2005 and 2004. Redaltprior periods have not been
restated.

The following table illustrates the effect on netéme and earnings per share if the market valikadérad been applied to all
outstanding and unvested awards in each period.

2005 2004
(dollars in thousands, except per share data)
Net Income $58,24: $54,35¢
Stock-based employee compensation cost determitieel inarket value method had been applied tovedirds,

net of tax (2,179 (1,329
Proforma Net Income $56,07( $53,03¢
Basic Earnings per Share
As reportec $ 221 $ 2.0F
Proforma 2.1% 2.0C
Diluted Earnings per Share
As reportec $ 2.1¢ $ 2.0¢
Proforma 2.1C 1.9¢

On June 20, 2005, the Board of Directors approfiechtcelerated vesting of the December 20, 20@% siations awarded to eligible
participants under the S&T Bancorp, Inc. 2003 Stockentive Plan (the “2003 Stock Plan”), which tzadexercise price of $37.08. As a
result of the acceleration, unvested options gchme@004 to acquire approximately 381,000 shafé&8d’s common stock, which otherwise
50 percent would have vested on January 1, 2008h&nemaining shares on January 1, 2007, becamedimtely exercisable. The options
were not “in the money” (i.e., the exercise pri€¢he options were in excess of the price of S&Jésnmon stock) at the time of acceleration.
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The Black-Scholes option valuation model was dgwvatiofor use in estimating the market value of tdagigtions that have no vesting
restrictions and are fully transferable. In additioption valuation models require the input ofiygsubjective assumptions including the
expected stock price volatility. S&T’'s employeeckt@ptions have characteristics significantly difiet from those of traded options, and
changes in subjective input assumptions can miyesiffiect the market value estimate. For the stopkon grants awarded in 2006 and 2005,
S&T followed the “short-cut approach,” in develogithe estimate of expected life. Under this appnpdee expected life is presumed to be
the mid point between the vesting date and theoétiae contractual term.

The market value for nonstatutory stock optionsengstimated at the grant dates using a Black-Sglopi#on pricing model with the
following weighted-average assumptions for 200@%@&nd 2004, respectively: risk-free interestsated4.36 percent, 3.61 percent and 3.27
percent; a dividend yield of 3.0 percent, 2.9 peread 3.3 percent; volatility of the expected neafirice of S&T5 common stock of .27, .2
and .27; and a weighted-average expected lifevadrsgears, five years and five years.

S&T maintains a Cash Appreciation Rights (“CARsIgm which are treated as liability instruments em8FAS No. 123(R). The current
market value must be determined at each reportite} @he Black-Scholes option valuation model weesluto determine the market value of
the CARs as of December 31, 2006. The assumptiwed to value the CARs are as follows: a fige interest rate of 4.64 percent; a divid
yield of 3.53 percent; volatility of the expecteaunket price of S&’s common stock of .26; and a weighted-average arpdife of 5.98
years.

PENSIONS

Pension expense for S&T Bank’s defined benefit jgenglan is actuarially determined using the prtgdaunit credit actuarial cost method.
The funding policy for the plan is to contribute @mts to the plan sufficient to meet the minimumding requirements of the Employee
Retirement Income Security Act of 1974, plus sudtiitonal amounts as may be appropriate, subjefetderal income tax limitation.
INCOME TAXES

Income taxes are accounted for under the liahitigthod whereby deferred income taxes are recogfizdtie difference between the
financial reporting and tax bases of assets aiidlities.

TREASURY STOCK

The purchase of S&T common stock is recorded at édshe time of reissuance, the treasury stoadoant is reduced using the average cost
method.

EARNINGS PER COMMON SHARE

Basic Earnings Per Share (“EPS") is calculatedibigthg net income by the weighted average numlb@ommon shares outstanding during
the period. Average shares outstanding for comgutasic EPS were 25,735,295, 26,384,062 and 2638%or 2006, 2005 and 2004,
respectively. Potentially dilutive securities areladed from the basic calculation, but are inctidediluted EPS. Average shares outstan
for computing diluted EPS were 25,940,352, 26,688.4nd 26,799,451 for 2006, 2005 and 2004, resmdytiin computing diluted EPS,
average shares outstanding have been increaséé bprmmon stock equivalents relating to S&T’s @uriding stock options.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In February 2006, the FASB issued SFAS No. 155ctAmting for Certain Hybrid Financial Instrumentslfider current generally accepted
accounting principles, an entity that holds a fitiah
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instrument with an embedded derivative must biftertae financial instrument, resulting in the harstl the embedded derivative being
accounted for separately. SFAS No. 155 permitsdbas not require, entities to account for cetfim@ncial instruments with an embedded
derivative at fair value thereby eliminating theeddo bifurcate the instrument into its host areléembedded derivative. This Statement will
be effective for all financial instruments acquidssued by S&T on or after January 1, 2007,iamebt expected to have a significant imy
on S&T’s financial position or results of operatson

In March 2006, the FASB issued SFAS No. 156, “Agtmg for Servicing of Financial Assets.” This ®tiatent amends SFAS No. 140,
“Accounting for Transfers and Servicing of Finahdasets and Extinguishments of Liabilities,” wittspect to the accounting for separately
recognized servicing assets and servicing liabditSFAS No. 156 requires companies to recognisevécing asset or servicing liability each
time it undertakes an obligation to service a fmahasset by entering into a servicing contrabe Btatement permits a company to choose
either the amortized cost method or fair value meament method for each class of separately rezedrservicing assets. This Statement
will be effective as of January 1, 2007 and isexgiected to have a significant impact on S&T sfficial position and results of operations.

In June 2006, the FASB issued FASB Interpretation48, “Accounting for Uncertainty in Income TaxXesn interpretation of SFAS
No. 109,"Accounting for Income Taxes,” to create a singledal to address accounting for uncertainty in @sigons. FIN 48 clarifies the
accounting for income taxes, by prescribing a mimmrecognition threshold a tax position is requit@dheet before being recognized in the
financial statements. FIN 48 also provides guidanteerecognition, measurement, classificatioreredt and penalties, accounting in interim
periods, disclosure and transition. FIN 48 is dffexfor fiscal years beginning after December 28)6. S&T will adopt FIN 48 as of
January 1, 2007, as required. The cumulative effeatiopting FIN 48 will be recorded in retainedndéags. Upon adoption, management
estimates that the cumulative effect adjustmentheilimmaterial to retained earnings, which is eabjo revision as management completes
its analysis.

In September 2006, the FASB issued, SFAS No. 154iy Value Measurements.” This standard providémeoed guidance for using
fair value to measure assets and liabilities. Thedard also responds to investors’ requests fparded information about the extent to
which companies measure assets and liabilitieziatélue, the information used to measure faiu@ahnd the effect of fair value
measurements on earnings. The standard applieseweother standards require (or permit) assdialulities to be measured at fair value.
The standard does not expand the use of fair \ialaay new circumstances. S&T will be required ppls the new guidance effective
January 1, 2008. S&T is in the process of detemgitie impact on S&T’s financial position and réswlf operations.

In September 2006, the FASB issued SFAS No. 158plByers’ Accounting for Defined Benefit Pensiordadther Postretirement
Plans, an amendment of SFASB No. 87, 88, 106 aB(R)3 SFAS No. 158 requires companies to recogtiizeover funded or under funded
status of a defined benefit postretirement plaaraasset or liability in its statement of finangakition and to recognize changes in that
funded status in the year in which the changesrabcaugh comprehensive income. The Statement ivgsrinancial reporting by requiring
an employer to measure the funded status of agdlaf the date of its year-end statement of firdrmmsition. On December 31, 2006, S&T
adopted the recognition and disclosure provisidr&FAS No. 158, which resulted in the recognitidérth@ funded status of its pension and
postretirement plans as either assets or liatslitie the consolidated balance sheet and recogmtionrecognized actuarial gains/losses and
prior service costs of $3.0 million as a separatamonent of accumulated comprehensive income,frtakoSFAS No. 158 did not have an
effect on S&T’s consolidated financial conditioncember 31, 2005 or 2004. SFAS No. 158'’s promisiegarding the change in the
measurement date of defined
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postretirement benefit plans are not applicabl8&§ already uses a measurement date of Decemifer 8% pension plan. See Note N for
further discussion of the effect of adopting SFA& W58 on S&T'’s consolidated financial statements.

RECLASSIFICATION

Certain amounts in prior years’ financial statersdrdve been reclassed to conform to the curremts/peesentation. The reclassifications
no effect on S&T’s financial condition or resultsaperations.

NOTE B
Market Values of Financial Instruments

S&T utilizes quoted market values, where availatdeggssign market value to its financial instrunseitt cases where quoted market values
were not available, S&T uses present value mettmdstimate the market value of its financial iastents. These estimates of market value
are significantly affected by the assumptions mau# accordingly, do not necessarily indicate artetivat could be realized in a current
market exchange.

The following methods and assumptions were useg&y in estimating its market value disclosuresffoancial instruments:

CASH AND CASH EQUIVALENTS AND OTHER SHORT-TERM ASSE TS
The carrying amounts reported in the consolidatddrite sheet for cash and due from banks, inteegging deposits with banks and federal
funds sold approximate those assets’ market values.

SECURITIES
Market values for investment securities and saegravailable for sale are based on quoted marics

LOANS

For variable-rate loans that reprice frequently aitti no significant change in credit risk, markatues are based on carrying values. The
market values for other loans are estimated ussmpdnted cash flow analyses, using interest @iagntly being offered for loans with
similar terms to borrowers as adjusted for netitfedses and the loss of interest income from nonal loans. The carrying amount of
accrued interest approximates its market value.

DEPOSITS

The market values disclosed for demand deposis, feoninterest and interest-bearing demand, moraket and savings accounts) are, by
definition, equal to the amount payable on demahe. carrying amounts for variable-rate, fixed-teamd certificates of deposit approximate
their market value at year-end. Market values ifad-rate certificates of deposit and other timpasits are based on the discounted value of
contractual cash flows, using interest rates ctigrarffered for deposits of similar remaining matias.

SHORT-TERM BORROWINGS AND OTHER BORROWED FUNDS

The carrying amounts of federal funds purchasezyyrgees sold under repurchase agreements and lotineswings approximate their market
values.
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LONG-TERM BORROWINGS

The market values disclosed for long-term borrowiage estimated using current interest rates fag-term borrowings of similar remaining
maturities.

LOAN COMMITMENTS AND STANDBY LETTERS OF CREDIT

Estimates of the market value of these off-balaieet items were not made because of the shortratumne of these arrangements and the
credit standing of the counter-parties. Also, udfethloan commitments relate principally to variatdte commercial loans, typically non-
binding and fees are not normally assessed on tiedaaces.

Estimates of market value have not been madednrsitthat are not defined as financial instrumentdiding such items as S&T'’s core
deposit intangibles and the value of its trust apen. S&T believes it is impractical to estimateepresentational market value for these types
of assets, which represent significant value to S&T

The following table indicates the estimated markadtie of S&T’s financial instruments as of DecemBér

2006 2005
Market Carrying Market Carrying
Value Value Value Value
(dollars in thousands)
ASSETS
Cash $ 59,98( $ 59,98( $ 56,18¢ $ 56,18¢
Securities available for sa 432,04! 432,04! 481,25° 481,25°
Other investment 10,56: 10,56: 13,31¢ 13,31¢
Loans 2,663,74. 2,666,29: 2,473,39I 2,491,501
LIABILITIES
Deposits $ 2,561,920 $ 2,565,300 $ 2,412,41. $ 2,418,88
Securities sold under repurchase agreements &defierds purchase 132,75: 133,02: 137,82¢ 137,82¢
Shor-term borrowings 55,00( 55,00( 150,00( 150,00(
Long-term borrowings 173,12. 171,94: 84,967 83,77t
Junior subordinated debt securit 25,11°¢ 25,00( — —

Interes-rate swap:

NOTE C
Restrictions on Cash and Due from Bank Accounts

The Board of Governors of the Federal Reserve Byétee “Federal Reserve Board”) imposes certaiarwesrequirements on all depository
institutions. These reserves are maintained ifidima of vault cash or as a noninterest-bearingrizavith the Federal Reserve Board.
Required reserves averaged $17,593,000 during 2006.
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NOTE D
Securities

The following table indicates the composition o gecurities portfolio at December 31:

Available for Sale

Gross Gross
Amortized Unrealized Unrealized Market

2006 Cost Gains Losses Value
(dollars in thousands)
Obligations of U.S. government corporations anchaigs $183,16. $ 16 $ (3,179  $180,00:
Collateralized mortgage obligations of U.S. goveentrcorporations and agenc 61,08’ — (997) 60,09(
Mortgage-backed securitie 32,85¢ 15 (1,079 31,79:
Obligations of states and political subdivisic 82,73: 37 (1,099 81,67:
Debt securities available for salt 359,83 68 (6,349 353,55¢
Marketable equity securitie 39,26¢ 16,12¢ (45) 55,34¢
Other securitie: 23,13¢ — — 23,13¢
Total $422,24; $ 16,19+ $ (6,397  $432,04!

Available for Sale

Gross Gross

Amortized Unrealized Unrealized Market

2005 Cost Gains Losses Value
(dollars in thousands)
Obligations of U.S. government corporations anchaigs $224,328 $ 39¢ $ (3,687 $221,03
Collateralized mortgage obligations of U.S. goveenibrcorporations and agenc 64,48( 6 (847) 63,63¢
Mortgage-backed securitie 39,32: 46 (957) 38,41t
U.S. treasury securitie 49¢ — — 49¢
Obligations of states and political subdivisic 84,99¢ 38 (1,225 83,81
Debt securities available for salt 413,62: 48¢ (6,710 407,40:
Marketable equity securitie 45,42 20,08« (397 65,11«
Other securitie 8,741 — — 8,741
Total $467,788 $ 20,57 $ (7,10) $481,25

There were $6,069,000, $5,337,000 and $6,348,0Q6oiss realized gains and $588,000, $329,000 a/d4D00 in gross realized los:
in 2006, 2005 and 2004, in each case respectikadbtjve to securities available for sale.
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The following table presents the age of gross Uimexhlosses and market value by investment cayegor

Less Than 12 Months 12 Months or More Total
Market Unrealized Market Unrealized Market Unrealized

2006 Value Losses Value Losses Value Losses
(dollars in thousands)
Obligations of U.S. government corporations and

agencies $ — 3 — $175,04. $ (3,179 $ 175,04. $ (3,179
Collateralized mortgage obligations of U.S. goveenin

corporations and agenci 9,51t (29) 50,57¢ (96¢) 60,09( (997)
Mortgagebacked securitie — — 30,53¢ (2,079 30,53¢ (2,079
Obligations of states and political subdivisic 9,94¢ (24) 65,73 (1,079 75,67¢ (1,099
Debt securities available for salt 19,46: (53 321,88: (6,299 341,34! (6,347
Marketable equity securitie 98¢ (45) — — 98¢ (45)
Total Temporarily Impaired Securities $ 2045. $ (98) $ 32188. $ (6,299 $ 342,33 $ (6,397

Less Than 12 Months 12 Months or More Total
Market Unrealized Market Unrealized Market Unrealized

2005 Value Losses Value Losses Value Losses
(dollars in thousands)
Obligations of U.S. government corporations and

agencie $ 14289. $ (2,559 $ 32,82 $ (1,139 $ 17571 $ (3,68))
Collateralized mortgage obligations of U.S. goveenin

corporations and agenci 58,69¢ (847) — — 58,69¢ (847)
Mortgagebacked securitie 21,45( (360) 14,46¢ (591) 35,91¢ (951)
Obligations of states and political subdivisic 58,89¢ (759 14,41: (472) 73,31( (1,225
Debt securities available for salt 281,93¢ (4,519 61,70 (2,197 343,63¢ (6,710
Marketable equity securitie 3,052 (24%) 2,851 (14€) 5,90¢ (397
Total Temporarily Impaired Securities $ 28498t $ (4,759 $ 6456( $ (2,349 $ 349,54t $ (7,109

During 2006, S&T recognized other-than-temporarpaimments totaling $0.3 million on three equity@stment securities. S&T
recognized an other-than-temporary impairmentitede$0.3 million on one equity security during 208%d zero during 2004. S&T does not
believe any individual unrealized loss as of Decendi, 2006 represents an other-than-temporaryiimpat. S&T performs a review on the
entire securities portfolio on a quarterly basigdentify securities that may
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indicate an other-thatemporary impairment. S&T management considersethgth of time and the extent to which the marlaug has bee
less than cost and the financial condition of 8saiér. The unrealized losses on 180 debt secuaiéegrimarily attributable to changes in
interest rates. The unrealized losses on threeetarle equity securities are attributable to terapodeclines in market value. S&T has both
the intent and the ability to hold the securitieatained in the previous table for a time necesgargcover the amortized cost or until
maturity.

The amortized cost and estimated market value lof skxurities at December 31, 2006, by effectiveunits, is included in the table
below. Expected maturities will differ from conttaal maturities because borrowers may have the rigball or prepay obligations with or
without call or prepayment penalties.

For purposes of the maturity table, mortgage-baclesdrities and collateralized mortgage obligatievtich are not due at a single
maturity date, have been allocated over maturibyigings based upon the current estimated prepayraest The mortgageacked securitie
and collateralized mortgage obligations may maéamdier or later than their estimated maturitiesause of principal prepayment optionality.

Amortized Market
Available for Sale Cost Value
(dollars in thousands)
Due in one year or le: $ 56,64¢ $ 56,05
Due after one year through five ye 261,75: 256,91:
Due after five years through ten ye 38,63( 37,85¢
Due after ten yeal 2,80¢ 2,73¢
Total Debt Securities Available for Sale $ 359,83 $ 353,55¢

At December 31, 2006 and 2005, securities withggpad amounts of $287,994,000 and $274,399,00pewely, were pledged to
secure repurchase agreements, public funds artdungsdeposits.

NOTE E
Loans

The following table indicates the composition o tban portfolio at December 31.:

2006 2005
(dollars in thousands)
Real esta—constructior $ 346,17 $ 332,93(
Real esta—mortgages

Residentia 570,30 523,74!

Commercial 973,01 920,34¢
Commercial and industri 702,83 644,68t
Consumer installmer 73,14( 68,21¢
Gross Portfolio Loans 2,665,46! 2,489,92i
Allowance for loan losse (33,220 (36,577)
Total Portfolio Loans 2,632,24! 2,453,35:
Loans held for sal 82¢€ 1,58(
Total Loans $ 2,633,07: $ 2,454,93
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The following table presents changes in the allaedor loan losses for the year ended December 31.:

2006 2005 2004
(dollars in thousands)

Balance at beginning of ye $ 36,57 $34,26: $31,47¢
Chargeoffs (14,039 (3,929 (7,175
Recoveries 1,30¢ 2,20¢ 5,55¢
Net charge-offs (12,732 (1,727 (1,61¢)
Provision for loan losse 9,38( 5,00( 4,40(
Reclassification of allowance for lending-relatedrenitmentg? — (969) —
Balance at end of yeal $ 33,22( $36,57- $34,26:

(1) During the second quarter of 2005, S&T reclassif®$9,000 of its allowance for loan losses to aasefe allowance for probable credit losses inherenendinc-related
commitments. Net income and prior period balancesewot affected by this reclassification. The safgallowance is included in other liabilities.

S&T Bank has granted loans to certain officers @dinectors of S&T as well as to certain affiliatdstoe officers and directors in the
ordinary course of business. These loans were madebstantially the same terms, including interatets and collateral, as those prevailing
at the time for comparable transactions with urteelgersons and did not involve more than nornsél of collectability. The aggregate dollar
amounts of these loans were $32,714,000 and $3PAB&t December 31, 2006 and 2005, respectivelyin® 2006, $15,196,000 of new
loans were funded and repayments totaled $14,6Q8,00

The principal balances of loans on nonaccrual staere $19,852,000 and $11,166,000 at Decemb&086, and 2005, respectively.
Other real estate owned which is included in o#ssets, was $523,000 at December 31, 2006 and2$30Dlat December 31, 2005.

S&T attempts to limit its exposure to concentrasion credit risk by diversifying its loan portfoli®&T monitors concentrations of credit
risk. At December 31, 2006 and 2005, S&T had naeatrations of credit risk by industry or group.d@eaphic concentrations exist because
S&T provides a full range of banking services, imtthg commercial, consumer and mortgage loansdieigiuals and corporate customers in
its ten-county market areas in western Pennsylvihdmagement believes these risks are mitigataghigrwriting guidelines and ongoing
review by loan administration.

The following table represents S&T’s investmentoians considered to be impaired and related infoaman those impaired loans:

2006 2005 2004
(dollars in thousands)

Recorded investment in loans considered to be g $26,15. $29,74f $10,45¢
Recorded investment in impaired loans with no eglatllowance for loan loss 19,69¢ 7,741 1,38¢
Loans considered to be impaired that were on acoonal basit 8,617 5,507 2,13¢
Allowance for loan losses related to loans considéo be impaire 2,62 9,937 5,712
Average recorded investment in impaired lo 31,42¢ 16,32¢ 13,76:
Total interest income per contractual terms on ingoldoans 2,67¢ 2,11t 684
Interest income on impaired loans recognized oash dasi: 1,867 1,854 571
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NOTE F
Premises and Equipment

The following table is a summary of the premised aquipment accounts at December 31:

Estimated Useful

Life 2006 2005
(dollars in thousands)
Land Indefinite $ 4,73¢ $ 4,53(
Premise: 1G-50 year 35,74¢ 29,94¢
Furniture and equipme 3-25 year 24,70 21,95%
Leasehold improvemen 2-36 year 3,37¢ 3,94¢
68,56 60,38(
Accumulated depreciatic (32,864) (31,257
Total $ 35,70( $ 29,127

Depreciation related to premises and equipment$2:222,000, $2,863,000 and $2,485,000 in 2006, 20052004, respectively.

Certain banking facilities are leased under stenmtlease arrangements expiring at various datéeetpear 2051. All such leases are
accounted for as operating leases. Rental expengedmises and equipment amounted to $2,555,@)22%,000 and $1,963,000 in 2006,
2005 and 2004, respectively. Minimum annual rerdaald renewal options for each of the years 2007:-20& approximately $1,089,000,
$1,060,000, $1,019,000, $1,003,000, and $993,@8pectively, and $15,004,000 for the years thezedficluded in the above are leases
entered into with three directors for which remapense totaled $557,000, $611,000 and $575,0P006, 2005 and 2004, respectively.

NOTE G
Deposits

The following table indicates the composition opdsits at December 31.:

2006 2005

Balance Expense Balance Expense
(dollars in thousands)
Noninteres-bearing deman $ 44845 $ — $ 43567: $ —
Interes-bearing deman 150,56¢ 60 155,19: 21
Money marke 163,10¢ 3,73¢ 242,22¢ 3,81:
Savings 881,96’ 32,78 652,68! 11,26:
Time deposit: 921,21: 36,94¢ 933,10¢ 29,72¢
Total $ 2,565,30 $ 73,62¢ $ 2,418,88 $ 44,82«

The aggregate of all time deposits over $100,000uented to $261,646,000 and $206,666,000 for DeceBihe2006 and 2005,
respectively.
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The following table indicates the scheduled maesibf time deposits at December 31:

2006 2005
(dollars in thousands)

Due in one yea $ 659,53( $ 548,15(
Due in one to two yeal 161,68¢ 198,75:
Due in two to three yea 55,10( 102,93
Due in three to four yea 15,44( 38,47¢
Due in four to five year 20,11% 21,20(
Due after five year 9,337 23,58¢
Total $ 921211 $ 933,10¢

NOTE H
Short-Term Borrowings

Short-term borrowings are for terms under one waarwere comprised of retail repurchase agreenfdREPOs”),wholesale REPOs, fede
funds purchased and FHLB advances. S&T definescbpge agreements with its local retail customereil REPOs; shoterm wholesal
REPOs are those transacted with other banks akeétage firms. Securities pledged as collateral utitesse REPO financing arrangements
cannot be sold or repledged by the secured palnigy fdir value of collateral provided to a third f{yas continually monitored, and additional
collateral is obtained or requested to be retuasedppropriate. Federal funds purchased are umskouernight borrowings with other
financial institutions; overnight and FHLB advanegs for various terms secured by a blanket liesemurities, residential mortgages and
other loans with the FHLB of Pittsburgh.

Securities Sold Under Repurchase Agreements and

Federal Funds Purchased 2006 2005 2004
(dollars in thousands)

Balance at December 3 $133,02: $137,82¢ $ 98,38«
Average balance during the ye 114,54 132,40t 164,64!
Average interest rate during the y 4.51% 2.9&% 1.1€%
Maximum montl-end balance during the ye $156,47: $174,46° $199,53¢
Average interest rate at y-end 4.82% 3.8(% 1.77%
Federal Home Loan Bank (FHLB) Advances 2006 2005 2004
(dollars in thousands)

Balance at December 3 $ 55,00( $150,00( $225,00(
Average balance during the ye 88,34: 221,91¢ 293,39:
Average interest rate during the y 5.01% 3.21% 1.47%
Maximum montl-end balance during the ye $150,00( $315,00( $380,00(
Average interest rate at y-end 5.44% 4.34% 2.2(%
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NOTE |
Long-Term Borrowings

The following table is a summary of long-term beviogs with the FHLB:

2006 2005
Balance Average Rate Balance Average Rate

(dollars in thousands)
Due in one yea $ 20,92( 5.3% $45,34¢ 3.7%%
Due in one to two yeal 50,96¢ 5.05% 10,36: 5.7(%
Due in two to three yea 84,42¢ 5.4% 37¢ 4.88%
Due in three to four yea 5,76( 6.41% 13,63¢ 6.0&%
Due in four to five year 564 4.89% 4,92¢ 6.67%
Due after five year 9,30z 5.2¢% 9,12¢ 4.86%
Total $171,94: 5.3¢% $83,77¢ 4.6%%

The purpose of these borrowings is to match-futecssd new loan originations, to mitigate interege sensitivity risks and to take
advantage of discounted borrowing rates throughithieB for community investment projects.

S&T pledged securities and all 1-4 family and mfatnily mortgage loans as collateral for any cuti@nfuture FHLB borrowings. The
total carrying amount of these pledged loans wd8$84,000 at December 31, 2006. At December 316,28&T had availability with the
FHLB of $516,518,000.

At December 31, 2006, S&T had long-term repurclageement borrowings totaling $50.0 million at agkieed average fixed-rate of
5.52 percent, which matures within one year. Atéeber 31, 2005, S&T had no long-term repurchaseeagent borrowings outstanding.
The purpose of these borrowings was to lock indixate fundings to mitigate interest-rate risk.

On September 21, 2006, S&T Bank issued $25.0 mithibjunior subordinated debt through a pooledgsation at an initial fixed rate of
6.78%. On September 15, 2011 and quarterly thee&&T Bank has the option to redeem the subotelihdebt, subject to a 30 day written
notice and prior approval by the FDIC. If S&T Bacthooses not to exercise the option for early redemmn September 15, 2011 or
subsequent quarters, the subordinated debt willardho a variable rate of 3-month LIBOR plus 1&@&is points. The subordinated debt
qualifies as Tier 2 capital under regulatory guites and will mature on December 15, 2036.

NOTE J
Dividend and Loan Restrictions

Certain restrictions exist regarding the abilityS&T Bank to transfer funds to S&T in the form a¥idends and loans. The amount of
dividends that may be paid to S&T is restricteddyulatory guidelines concerning minimum capitgjuieements. S&T Bank could pay
dividends of approximately $18.5 million withoufedting its well-capitalized position at Decembér 2006.

Federal law prohibits S&T from borrowing from S&TaBk unless such loans are collateralized by speaifigations. Further, such loc
are limited to 10 percent of S&T Bank’s capital auttlitional paid-in capital, as defined.
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NOTE K
Litigation

S&T, in the normal course of business, is subjeesfrious legal proceedings in which claims for etany damages are asserted. No material
losses are anticipated by S&T as a result of thegsa proceedings.

NOTE L
Guarantees

S&T, in the normal course of business, commitsdtered credit and issue standby letters of crediie @bligations are not recorded in S&T’s
financial statements. Loan commitments and statetbsrs of credit are subject to S&T’s normal ctediderwriting policies and procedures
and generally require collateral based upon managgsievaluation of each customer’s financial ctindiand ability to satisfy completely
the terms of the agreement. S&T’s exposure to tlesls, in the event the customer does not satigfyerms of the agreement, equals the
notional amount of the obligation less the valuamwy collateral. Unfunded commercial loan committee¢ataled $686,204,000 and
$635,809,000 at December 31, 2006 and 2005, reésplgctUnfunded other loan commitments totaled $863,000 and $144,694,000 at
December 31, 2006 and 2005, respectively; and atibigs under standby letters of credit totaled $224€,000 and $206,249,000 at
December 31, 2006 and 2005, respectively.

NOTE M
Income Taxes

Income tax expense (credits) for the years endexdiber 31 are comprised of:

2006 2005 2004
(dollars in thousands)
Current $19,71: $23,28( $ 24,61
Deferred 1,80 99¢ (1,612
Total $ 21,51 $ 24,287 $ 23,00

The provision for income taxes differs from the amibcomputed by applying the statutory federal medax rate to income before
income taxes. The statutory to effective tax rat®nciliation for the years ended December 31 felamwvs:

2006 2005 2004
Statutory tax rat 35.(% 35.(% 35.(%
Tax-exempt interest inconr (2.8 2.3 (2.2
Dividend exclusior (0.5 (0.7) (0.7)
Low income housing tax credi (1.9 (1.6 (1.5
Other (1.1 (1.0) (0.9
Effective tax rate $28.1% 29.4% 29.7%

Income taxes applicable to security gains were 88,80 in 2006, $1,753,000 in 2005 and $1,870,6(DDA4.
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Significant components of S&T’s temporary differenavere as follows at December 31.:

2006 2005

(dollars in thousands)
Deferred tax liabilities:

Net unrealized holding gains on securities avaddbt sale $ (3,79¢) $ (4,939

Prepaid pension in other employee ben (5,81¢) (3,999

Deferred loan incom (1,949 (2,476

Purchase accountir (3,85%) (4,789

Other (1,232 (77¢)
Total deferred tax liabilities (16,649 (16,979
Deferred tax assets

Allowance for loan losse 12,05¢ 13,09(

Loan fees 90t 1,152

Net adjustment to apply SFAS No. 1 1,63t —

State taxes NOL carryforwar 32t 274

Other 3,01¢ 2,722
Gross deferred tax asset 17,94( 17,23¢
Less:

Valuation allowanct (325 (274
Total deferred tax asset: 17,61¢ 16,96¢
Net deferred tax asset (liability) $ 967 $ (9)

S&T establishes a valuation allowance when it isenlixely than not that S&T will not be able to liea the benefit of the deferred tax
assets, i.e., when future deductibility is uncert&eriodically, the valuation allowance is revieMzand adjusted based on management’s
assessments of realizable deferred tax assetss Gesrred tax assets as of December 31, 2006G0%Wiv2ere reduced by a valuation
allowance of $0.3 million, related to state incotae net operating losses generated by certaindiabgs, as utilization of these losses is not
likely. These operating loss carryforwards total0dfillion and will expire in the years 2020-2025.

The period change in deferred taxes is recordel diotctly to capital and as a part of the incomedxpense and can be summarized as
follows at December 31:

2006 2005

(dollars in thousands)
Deferred tax changes reflected in other comprekieristome $(2,77¢) $(6,307)
Deferred tax changes reflected in federal incomeigenst 1,80z 99¢
Net change in deferred taxe: $ (976) $(5,302)

NOTE N
Employee Benefits

S&T Bank maintains a defined benefit pension pthe (Plan”) covering substantially all employeekeTbenefits are based on years of
service and the employee’s compensation for thiedsiggfive consecutive years in the last ten y&ostributions are intended to provide for
benefits attributed to employee service to datefanthose benefits expected to be earned in thedu
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The following table summarizes the components ofreeodic pension expense for the Plan:

2006 2005 2004
(dollars in thousands)
Service co—benefits earned during the peri $ 1,98¢ $ 1,72t $ 1,53¢
Interest cost on projected benefit obligat 2,76: 2,58: 2,31
Expected return on plan ass (4,139 (3,439 (2,979
Net amortization and deferr 18t 43 19
Net periodic pension expens $ 80z $ 91€ $ 88¢
The following tables summarize the activity in thenefit obligation and Plan assets:

2006 2005
(dollars in thousands)
CHANGE IN PROJECTED BENEFIT OBLIGATION
Projected benefit obligation at beginning of y $48,44( $43,07(
Service cos 1,98¢ 1,72¢
Interest cos 2,76: 2,58:
Plan participan’ contributions 31¢ 294
Actuarial gain (1,260 2,61¢
Benefits paic (1,939 (1,857
Projected benefit obligation at end of yea $50,31¢ $48,44(
CHANGE IN PLAN ASSETS
Market value of plan assets at beginning of \ $52,62( $42,14¢
Actual return on plan asse 5,58¢ 2,82¢
Employer contributior 6,00( 9,20z
Plan participan’ contributions 31¢ 294
Benefits paic (1,939 (1,857
Market value of plan assets at end of year $62,59( $52,62(

The following table sets forth the Plan’s fundeatiss and the accrued pension cost in the conseddatlance sheets at December 31:

2006 2005
(dollars in thousands)

Projected benefit obligation at end of y: $(50,31¢) $(48,44()
Market value of plan assets at end of y 62,59( 52,62(
Funded status 12,27+ 4,18(
Unrecognized net los 4,22¢ 7,10t
Unamortized prior service ca 11¢ 134
Prepaid pension cost included in other assets $ 16,61" $ 11,41¢

On December 31, 2006, S&T adopted the recognitimhdisclosure provisions of SFAS No. 158. SFAS N&8 requires an employer to
recognize the funded status of any defined bepefision plan or postretirement benefit plan inDleeember 31, 2006 statement of financial
position, with a corresponding adjustment to acdabed other comprehensive income, net of tax. FeRlan, the adjustment to accumulated
other comprehensive income at adoption represkatsdt unrecognized
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actuarial loss and unamortized prior service cdstlwwere previously netted against the plan’s &thstatus in S&T's statement of financial
position pursuant to the provisions of SFAS No.BTese amounts will be subsequently recognizeefpeariodic pension cost pursuant to
S&T'’s historical accounting policy for amortizingeh amounts. Further, actuarial gains and lossgsatise in subsequent periods and are nof
recognized as net periodic pension cost in the garieds will be recognized as a component of otberprehensive income. Those amounts
will be subsequently recognized as a componenebperiodic pension cost on the same basis asiberas recognized in accumulated ol
comprehensive income upon adoption of SFAS No. 158.

The incremental effect of adopting the provisiohSBAS No. 158 on S&T’s statement of financial piosi at December 31, 2006 is
presented in the following table. The adoption BAS No. 158 had no effect on S&T’s consolidatedesteent of income for the year ended
December 31, 2006, or for any prior periods presgrand will not effect S&T’s operating resultsiriure periods.

RETIREMENT PLAN OF S&T BANK 2006
(dollars in thousands)

Amounts Recognized in the Statement of Financial Bdion and in Retained Earnings Consist of
Prior to adoption of SFAS No. 158:
Prepaid benefit co: $ 16,617
Accrued benefit liability —
Intangible asse —
Accumulated other comprehensive inca —
Net amount recognized in retained earning $ 16,61
After adoption of SFAS No. 158:
Net amount recognized in statement of financial pdson $
Amounts recognized in accumulated other compreheng income consist of:
Prior service cos $ 11€
$

12,27

Net actuarial los 4,22¢
Total (before tax effects) 4,34:
Change in accumulated other comprehensive income duo adoption of SFAS No. 158 (before tax effecl $ 4,34

Included in accumulated other comprehensive incahidecember 31, 2006 are the following amountshhsé not yet been recognized
in net periodic pension cost: unrecognized priovise costs of $118,000 ($77,000, net of tax) amecognized actuarial losses of $4,225,
($2,746,000, net of tax). The prior service cost actuarial loss included in accumulated other aetmgnsive income and expected to be
recognized in net periodic pension cost duringyésr ended December 31, 2007 is $16,000 ($10,@@&friax) and $0, respectively.

The accumulated benefit obligation for the Plan $43,049,000 at December 31, 2006 and $41,3700D6@@mber 31, 2005.

Below are actuarial assumptions used in accoumdinthe Plan at December 31:

2006 2005 2004
Weightec-average discount ra 5.7% 6.0(% 6.0(%
Rate of increase in future compensation le 4.0(% 4.0(% 4.0(%
Expected lon-term rate of return on plan ass 8.0(% 8.0(% 8.0(%
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S&T considers many factors when setting the assuatedf return on Plan assets. As a general goathe assumed rate of return is
equal to the weighted average of the expectednefior each asset category and is estimated baskidtorical returns as well as expected
future returns.

The Plan’s weighted-average asset allocations st asitegory are as follows:

Plan Assets at December 31

Asset Category 2006 2005
Equity Securities 55% 59%
Debt Securitie: 33% 26%
Other 12% 15%
Total 10(% 10(%

S&T Bank’s Retirement Plan Committee determinedrkiestment policy for the Plan. In general, thgéded asset allocation is 50
percent-70 percent equities and 30 percent-50 pefized-income. A strategic allocation within eaaset class is employed based on the
Plan’s time horizon, risk tolerances, performanqgeeetations and asset class preferences. Investnaragers have discretion to invest in
any equity or fixed-income asset class, subjetiiécsecurities guidelines of the Plan’s InvestniRolicy Statement.

S&T Bank contributed $7.2 million to the Plan inGB0for 2006. S&T Bank also contributed $6.0 millimnthe Plan in 2006 for 2007.
This contribution comprised the majority of the @tlasset category (e.g., money market accountgegiber 31, 2006. Benefit payments,
which reflect expected future service, as approgriare expected to be paid from the Plan for efthe years 2002011 and are $1,981,0(
$2,107,000, $2,270,000, $2,468,000, $2,663,00pemively, and $16,382,000 for the five years thées.

S&T also has a supplemental executive retiremet (ISERP”) for certain key employees. The SERIhisInded. The balances of the
actuarial present values of projected benefit alligmns related to the SERP were $3,389,000 andd$330 at December 31, 2006 and 2005,
respectively. Accrued pension costs related t&SBERP were $2,835,000 and $2,904,000 at Decemb@0886,and 2005, respectively. In
accordance with SFAS No. 158, $485,000 before @ neflected in accumulated other comprehensivaniecat December 31, 2006 in
relation to the SERP. In addition, S&T pays thetgetirement health care for a limited number dires. The SFAS No. 158 adjustment of
($156,000), before tax was reflected in accumulatedr comprehensive income at December 31, 280@]ation to post-retirement medical
benefits. Net periodic pension cost related toSBERP was $340,000, $317,000 and $279,000 for thes ymnded December 31, 2006, 2005
and 2004, respectively. The actuarial assumptionshe same as those used for the Plan.

S&T maintains a Thrift Plan, a qualified definechtribution plan, in which substantially all empl@geare eligible to participate. S&T
makes matching contributions to the Thrift Planta@ percent of participants’ eligible compensatimd may make additional profit-sharing
contributions as provided by the Thrift Plan. Expenelated to these contributions amounted to £1008, $1,963,000 and $1,428,000 in
2006, 2005 and 2004, respectively.

NOTE O
Incentive and Restricted Stock Plan and Dividend Re investment Plan

S&T adopted an Incentive Stock Plan in 1992 (“198@ck Plan”) that provides for granting incentiveck options, nonstatutory stock
options, restricted stock and appreciation righis.October 17, 1994, the 1992 Stock Plan was andetod@clude outside directors. The 1¢
Stock Plan covers a maximum of 3.2 million sharfeS&T common stock and expires ten years from te df board
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approval. At December 31, 2002, 3,180,822 nonsiatigtock options and 35,600 restricted stock as/aetl been granted under the 1992
Stock Plan. No further awards will be made under®92 Stock Plan.

S&T adopted the 2003 Stock Plan in 2003 that pewir granting incentive stock options, nonstagustock options, restricted stock
and appreciation rights. The 2003 Stock Plan coaermaximum of 1.5 million shares of S&T common ktaod expires ten years from the
date of board approval. The 2003 Stock Plan islaino the 1992 Stock Plan, which the 2003 StoeinPéplaced. As of December 31, 2006,
937,500 nonstatutory stock options have been gitamder the 2003 Stock Plan and 642,750 are clyrexgrcisable.

S&T granted nonstatutory stock options in 2006 urtide 2003 Stock Plan at an exercise price deteuiy the S&T Bancorp, Inc.
Board of Directors Compensation Benefits Commitieehe date of grant. S&T granted nonstatutorykstgations in 2005 under the 2003
Stock Plan at an exercise price equal to the maddae of S&T common stock on the date of grant$atutory stock options granted in
2006 and 2005 have a four-year vesting period aed-gear life, with 25 percent vesting each year onudanl of the succeeding year. St
options granted in 2004 under the 2003 Stock Ptanhave a ten-year life. There were 4,000 sharesmdtatutory stock options issued in
2006 and 202,500 shares of nonstatutory stock mpigsued in 2005 at a price of $37.86. The tataigensation expense related to the 2006
grant will approximate $19,000, net of tax over tiext three years. The total compensation experiated to the 2005 grant will approxim.
$857,000 net of tax over the next three years.

During 2006, total proceeds from the 122,200 shaf@®nstatutory stock options exercised totaled$2,000 and resulted in a tax
benefit of $502,000. During 2005, total proceedsttie 330,735 shares exercised totaled $7,906,000esulted in a tax benefit of
$1,660,000. During 2004, total proceeds for the, 320 shares exercised totaled $10,347,000 andedsala tax benefit of $2,098,000.

Below is activity for nonstatutory stock options fbe years ending December 31.:

2006 2005 2004
Weighted Weighted Weighted
Average Average Average
Number of Option Number of Option Number of Option
Shares Price Shares Price Shares Price
Outstanding at beginning of year 1,775,76. $ 29.0¢ 1,919,69 $ 27.2¢ 2,04157. $ 26.3¢
Granted 4,00(¢ 37.8¢ 202,50( 37.8¢ 380,70( 37.0¢
Exercised (122,200 22.5¢ (330,73 23.9( (490,52%) 21.0¢
Forfeited (7,200 35.0¢ (15,700 30.81 (12,05() 28.1°
Outstanding at end of year 1,650,36. 29.52 1,775,76. 29.0f 1,919,69 27.2%
Exercisable at end of yea 1,443,86. $ 28.3¢ 1,422,31.  $  27.7C 1,110,92. $ 23.0¢
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The following table summarizes the total sharestanding and the range and weighted average ofieggrrices and remaining
contractual lives at December 31:

2006 2005 2004

Contractual Contractual Contractual

Exercise Exercise Exercise
Shares Remaining Shares Remaining Shares Remaining
Outstanding Price Life (Years) Outstanding Price Life (Years) Outstanding Price Life (Years)
1995 - $ — = - $ — — 23,000 $ 13.1: 1
1996 — — — 25,50( 15.4¢ 1 62,50( 15.44 2
1997 87,46: 20.3¢ 1 113,06: 20.3¢ 2 143,82: 20.3¢ 3
1998 145,90( 27.7¢ 2 162,70( 27.7¢ 3 217,30( 27.7¢ 4
1999 123,10( 22.8¢ 3 128,90( 22.8¢ 4 152,60( 22.8¢ 5
2000 137,30( 19.81 4 147,80( 19.81 5 163,50( 19.81 6
2001 202,70! 24.4( 5 219,60( 24.4( 6 266,52! 24.4( 7
2002 104,65( 26.6( 6 110,50( 26.6( 7 163,35( 26.6( 8
2003 284,55( 29.9i 7 300,80( 29.9i 8 346,40( 29.91 9
2004 358,20( 37.0¢ 8 364,40( 37.0¢ 9 380,70( 37.0¢ 10
2005 202,50( 37.8¢ 9 202,50( 37.8¢ 10 — — —
2006 4,00( 37.8¢ 9 — — — — — —
Total 1,650,36; $ 29.5Z 5.9 1,775,76. $ 29.0¢ 6.€ 1,919,69 $ 27.2¢ 6.9

The weighted-average remaining contractual tershafes currently exercisable at December 31, 20B6liyears.

S&T also maintains a Cash Appreciation Rights (“GARplan under which CARs are granted. CARs arbtsigo appreciation of the
market value of S&T’s common stock over the exergigce as of the date of grant. The CARs areeskii cash. There were no CARs
granted in 2006 and 2004. CARs granted in 2005 hdweer-year vesting period and a ten-year liféhv2b percent vesting each year on
January 1 of the succeeding year. There were CAfRsraspect to 206,900 shares of S&T common stssldd in 2005 at a price of $37.86.
During 2006, CARs with respect to 7,200 shares leen forfeited. The total compensation expensgaglto the 2005 grant will
approximate $633,000, net of tax over the nexttlyears.

As of December 31, 2006, there were 8,900 sharaswafsted restricted stock awards granted relatadorevious grant. There were no
restricted stock awards granted in 2006 and 20B8sé& shares vest 25 percent per year with thesésting, which occurred on January 1,
2004. During the restricted period, the recipieteives dividends and can vote the shares. Gendfdhe recipient leaves S&T before the
end of the restricted period, the shares will biéefted. Compensation expense for the restrictecksis ratably recognized over the period of
service, generally the restricted period, basethemmarket value of the stock on the date of grasiof December 31, 2006 there were 8,900
shares of restricted stock remaining to vest omdignl, 2007.

S&T also sponsors a dividend reinvestment plan\itizind Plan”) whereby shareholders may purchasesld S&T common stock at
market value with reinvested dividends and voluntash contributions. American Stock Transfer angsTCompany, the plan administrator
and transfer agent, purchases the shares on thenmgé&et to fulfill the Dividend Plan’s needs.
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NOTE P
S&T Bancorp, Inc. (parent company only)
Condensed Financial Information

BALANCE SHEETS AT DECEMBER 31 2006 2005
(dollars in thousands)
ASSETS
Cash $ 83 $ 54
Investments in
Bank subsidian 295,78( 308,73:
Nonbank subsidiarie 36,67¢ 33,38¢
Other asset 17,49( 17,86¢
Total Assets $ 350,030 $ 360,03
LIABILITIES
Dividends payabl $ 7618 $ 7,618
Other liabilities 3,36% —
Total Liabilities 10,98( 7,618
Total Shareholders Equity 339,05 352,42;
Total Liabilities and Shareholders’ Equity $ 350,03: $ 360,03
STATEMENTS OF INCOME FOR THE YEAR ENDED DECEMBER 31: 2006 2005 2004
(dollars in thousands)
Dividends from subsidiarie $ 63,74¢ $44,73: $ 34,02¢
Investment incom 67 16 29
Other Expense 81¢ 802 774
Income before equity in undistributed net incomewfsidiarie: 62,99¢ 43,94° 33,28(
(Distribution in excess of net income) equity irdigtributed net income o
Bank subsidian (13,449 9,89¢ 15,19¢
Nonbank subsidiarie 3,79( 4,397 5,88
Net Income $ 53,33¢ $ 58,24 $ 54,35¢
STATEMENTS OF CASH FLOWS FOR THE YEAR ENDED DECEMBE R 31: 2006 2005 2004

(dollars in thousands)

OPERATING ACTIVITIES

Net Income $ 53,33¢ $ 58,24! $ 54,35¢
Equity in undistributed net income of subsidial 9,65¢ (14,296 (21,079
Tax benefit from nonstatutory stock options exerd 1,04¢ 1,79¢ 2,09¢
Other (1,749 (1,137 (1,664

Total Provided by Operating Activities 62,29¢ 44,60t 33,71«

FINANCING ACTIVITIES
Dividends (30,04¢) (29,349 (28,10)
Net treasury stock activi (32,519 (15,269 (5,620
Excess tax benefits from stc-based compensatic 294 — —

Total Used by Financing Activities (62,26¢) (44,61)) (33,72)

Increase (decrease) in Ce¢ 29 (6) (7

Cash at Beginning of Yei 54 60 67

Cash at End of Year $ 83 $ 54 $ 60
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NOTE Q
Regulatory Matters

S&T is subject to various regulatory capital regmients administered by the federal banking agen€akire to meet the minimum capital
requirements can initiate certain mandatory andipfsadditional discretionary actions by regulattirat, if undertaken, could have a direct
material effect on S&T's financial statements. Undapital guidelines and the regulatory framewankdrompt corrective action, S&T must
meet specific capital guidelines that involve qitative measures of S&T’s assets, liabilities aadan off-balance sheet items as calculated
under regulatory accounting practices. S&T’s capitaounts and classification are also subject &iguive judgments by the regulators
about components, risk weightings and other factors

Quantitative measures established by regulati@msure capital adequacy require S&T to maintainmmim amounts and ratios of Tie
and Total capital to risk-weighted assets and Tieapital to average assets. As of December 31 206 2005, S&T meets all capital
adequacy requirements to which it is subject.

To be classified as well capitalized, S&T must nteim minimum Tier 1 risk-based, Total risk-based aier 1 leverage ratios as set forth
in the table below:

To Be Well
For Capital Capitalized Under
Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
(dollars in thousands)
As of December 31, 200
Total Capital $347,48° 11.9% $233,088 8.0(% $ 291,35t 10.0(%
(to Risk Weighted Asset:
Tier 1 Capital 282,03( 9.6&% 116,547 4.0(% 174,81- 6.0(%
(to Risk Weighted Asset:
Tier 1 Capital 282,03( 8.84% 95,75¢  3.0(% 159,59: 5.0(%
(to Average Asset:
As of December 31, 200
Total Capital $333,94! 12.09% $220,97. 8.0(% $ 276,21t 10.0(%
(to Risk Weighted Asset:
Tier 1 Capital 290,53:. 10.52% 110,48t 4.0(% 165,72¢ 6.0(%
(to Risk Weighted Asset:
Tier 1 Capital 290,53: 9.5(% 91,76¢ 3.0(% 152,94: 5.0(%

(to Average Asset:

The most recent notifications from the Federal Res8ank and the FDIC categorized S&T and S&T Baakpectively, as well
capitalized under the regulatory framework for eotive action. There have been no conditions ontsviat management believes have
changed S&T or S&T Bank’s ranking during 2006 af02

At December 31, 2006, S&T Bank’s Tier 1 and Totgpital ratios were 8.54 percent and 10.64 percespectively, and Tier 1 capital to
average assets was 7.74 percent. At December 8%, 3&T Bank’s Tier 1 and Total capital ratios werb7 percent and 10.89 percent,
respectively, and Tier 1 capital to average assats8.61 percent.
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NOTE R
Selected Financial Data
(unaudited)
2006 2005
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
(dollars in thousands, except per share data)
SUMMARY OF OPERATIONS
Income Statements:
Interest income $ 52,83: $ 53,02¢ $ 50,957 $ 47,88¢ $ 46,47¢  $ 44,038 $ 42,14¢ $ 39,46¢
Interest expens 24,75¢ 24,18¢ 22,83( 19,81( 17,99: 15,59¢ 13,78( 12,14¢
Provision for loan losses 82¢ 1,352 5,70( 1,50( 1,50( 3,00( (300) 80C
Net interest income after provision for loan los 27,247 27,49( 22,427 26,57 26,98¢ 25,44( 28,66¢ 26,51¢
Security gains, net 1,21¢ 1,21C 1,24¢ 1,80¢ 1,23¢ 1,30( 801 1,66¢
Noninterest incom: 8,43¢ 8,711 9,09( 8,67¢ 8,462 8,107 8,38t 7,427
Noninterest expens 18,727 16,33¢ 17,27 16,93¢ 16,237 14,66: 15,48¢ 16,07¢
Income before taxes 18,17: 21,07 15,48¢ 20,11¢ 20,44¢ 20,18t 22,36t 19,531
Applicable income taxes 4,977 6,40¢ 4,251 5,881 5,88¢ 5,81¢ 6,872 5,711
Net income $ 13,19¢ $ 14,66¢ $ 11,237 $ 14,237 $ 14,56 $ 14,367 $ 15,49: $ 13,82(
PER SHARE DATA
Net incom-Diluted $ 05z $ 057 $ 04: $ 054 $ 05t $ 054 $ 0.5¢ $ 0.51
Dividends declared 0.3C 0.2¢ 0.2¢ 0.2¢ 0.2¢ 0.2€ 0.2¢ 0.2¢
Book value 13.37 13.2¢ 13.1¢ 13.41 13.4] 13.3E 13.0¢ 13.0¢€
AVERAGE BALANCE SHEET TOTALS
Total assets $ 3,270,15. $ 3,28580 $ 3,282,97. $ 3,205,84: $ 3,141,720 $ 3,090,48! $ 3,061,15 $ 2,998,23
Securities 428,55¢ 453,12¢ 469,47 485,93! 495,67¢ 504,80¢ 516,70: 518,87:
Net loans 2,585,78 2,579,07. 2,563,88! 2,476,74 2,415,58 2,346,86: 2,317,94! 2,259,301
Total deposits 2,572,12. 2,518,76. 2,494,84. 2,424,941 2,348,99. 2,269,08! 2,188,28i 2,157,20.
Securities sold under repurchase agreements and
federal funds purchased 99,66: 104,44: 116,49° 138,11: 162,71¢ 141,49 127,90: 96,687
Short-term borrowings 21,68t 86,35¢ 117,63° 128,88¢ 146,95° 197,33 282,91: 262,00(
Long-term borrowings 163,16: 182,79( 161,42 108,81 83,81 82,17« 68,35: 79,24¢
Subordinated del 25,00( 2,717 — — — — — —
Total shareholders’ equity 342,30. 343,17¢ 346,35: 356,34: 353,37: 351,43. 348,87: 353,47.
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REPORT OF MANAGEMENT

S&T Bancorp, Inc. and Subsidiaries

S&T Bancorp, Inc. is responsible for the preparatiategrity, and fair presentation of the consat@t financial statements included in this
annual report. The consolidated financial statemantl notes included in this annual report have peepared in conformity with United
States generally accepted accounting principlesaedssarily include some amounts that are basethoagement’s best estimates and
judgments

We, as management of S&T Bancorp, Inc., are resiperf®r establishing and maintaining effective quate control over financial
reporting that is designed to produce reliablerfgial statements in conformity with United Statesgrally accepted accounting principles.
The system of internal control over financial repuay as it relates to the financial statementsauated for effectiveness by management
tested for reliability through a program of intdraadits. Actions are taken to correct potentidiaiencies as they are identified. Any system
of internal control, no matter how well designeds linherent limitations, including the possibilihat a control can be circumvented or
overridden and misstatements due to error or fraag occur and not be detected. Also, because ofgesain conditions, internal control
effectiveness may vary over time. Accordingly, easreffective system of internal control will prdeionly reasonable assurance with res
to financial statement preparation.

The Audit Committee, consisting entirely of indegent directors, meets regularly with managemetgymal auditors and the
independent registered public accounting firm, @wiews audit plans and results, as well as managgsnactions taken in discharging
responsibilities for accounting, financial repogtimnd internal control. Ernst & Young LLP, indegent registered public accounting firm,
and the internal auditors have direct and confidéatcess to the Audit Committee at all timesiszdss the results of their examinations.

REPORT ON MANAGEMENT’'S ASSESSMENT OF INTERNAL CONTR OL OVER FINANCIAL REPORTING

Management assessed the corporation’s systemeshaitcontrol over financial reporting as of Decem®1, 2006, in relation to criteria for
effective internal control over financial reportiag described in “Internal Control — Integratedrireavork,” issued by the Committee of
Sponsoring Organizations of the Treadway Commisd@ased on this assessment, management concludeasiof December 31, 2006, its
system of internal control over financial reportingeffective and meets the criteria of the “Insr@ontrol — Integrated Frameworl&rnst &
Young LLP, independent registered public accountiimg, has issued an attestation report on managesngssessment of the Corporation’s
internal control over financial reporting.

/s/ James C. Miller /s/ Robert E. Rout

James C. Miller, Robert E. Rout

Chairman and Chief Senior Executive Vice President,
Executive Officel Chief Financial Officer and Secretz

Indiana, Pennsylvani
February 23, 200
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON EFFECTIVENESS OF
INTERNAL CONTROL OVER FINANCIAL REPORTING

S&T Bancorp, Inc. and Subsidiaries

Audit Committee of the Board of Directors
S&T Bancorp, Inc.

We have audited management’s assessment, inclodbd accompanying Report on Management's Assessshémternal Control Over
Financial Reporting, that S&T Bancorp, Inc. main&l effective internal control over financial refirg as of December 31, 2006, based on
criteria established in Internal Control — Integaframework issued by the Committee of Sponsdirganizations of the Treadway
Commission (the COSO criteria). S&T Bancorp Inenianagement is responsible for maintaining effedtiternal control over financial
reporting and for its assessment of the effectissmd internal control over financial reporting.r@esponsibility is to express an opinion on
management’s assessment and an opinion on théiedfeess of the Company’s internal control oveaficial reporting based on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethetigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
evaluating management’s assessment, testing ahgaéiag the design and operating effectivenessateirnal control, and performing such
other procedures as we considered necessary airthenstances. We believe that our audit providesaaonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesamssuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. Because management’s assessment ardiditivere conducted to also meet the reportiggirements of Section 112 of the
Federal Deposit Insurance Corporation Improvementt(RDICIA), management’s assessment and our afi@&T Bancorp, Inc.’s internal
control over financial reporting included controlger the preparation of financial statements iroettance with the instructions for the
preparation of Consolidated Financial Statement8&nk Holding Companies (Form FRY-9C). A comparigt®rnal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thagasonable detail, accurately and fairly
reflect the transactions and dispositions of theetesof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial stateisiin accordance with generally accepted acamgiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management anedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on tteméial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management’s assessment that S&E&p, Inc. maintained effective internal contrekofinancial reporting as of
December 31, 2006, is fairly stated, in all mategapects, based on the COSO criteria. Also, mopinion, S&T Bancorp, Inc. maintained,
in all material respects, effective internal cohtreer financial reporting as of December 31, 2(f¥sed on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of S&T Bancorp, Inof &cember 31, 2006 and 2005, and the relateslotidated statements of income,
shareholders’ equity, and cash flows for each efttinee years in the period ended December 31, 20@XT Bancorp, Inc. and our report
dated February 23, 2007, expressed an unqualifiedom thereon.

/sl Ernst & Young LLP
Pittsburgh, Pennsylvania
February 23, 2007
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REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON CONSOLIDATED
FINANCIAL STATEMENTS

S&T Bancorp, Inc. and Subsidiaries

The Audit Committee of the Board of Directors
S&T Bancorp, Inc.

We have audited the accompanying consolidated balsineets of S&T Bancorp, Inc. and subsidiariesf &2cember 31, 2006 and 2005, and
the related consolidated statements of incomeghlbéders’ equity, and cash flows for each of threahyears in the period ended

December 31, 2006. These financial statementdareesponsibility of S&T's management. Our resploiligi is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referealove present fairly, in all material respedts, ¢onsolidated financial position of S&T
Bancorp, Inc. and subsidiaries at December 31, 20062005, and the consolidated results of tharatjpns and their cash flows for each of
the three years in the period ended December 3B, 20 conformity with U.S. generally accepted aotting principles.

As discussed in Note A to the consolidated findrat@ements, in 2006 the Company changed its rdetirahe recognition of stock-
based compensation expense in accordance withdi@accounting Standards Board Statement 1235Rare Based Paymenélso, as
discussed in Note A to the consolidated finanditiesnents, the Company changed its method of atioguior its defined benefit pension
and postretirement plans as of December 31, 2@0f;dordance with Financial Accounting Standardar8&tatement No. 158mployers’
Accounting for Defined Benefit Pension and OthestRairement Plan.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
effectiveness of S&T Bancorp, Ins.internal control over financial reporting as afd@mber 31, 2006, based on criteria establishbdemal
Control — Integrated Framework issued by the Cortemibf Sponsoring Organizations of the Treadway @a@sion and our report dated
February 23, 2007, expressed an unqualified opitiiereon.

/sl Ernst & Young LLP
Pittsburgh, Pennsylvania
February 23, 2007
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Item 9. CHANGES AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURES

None

Item 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiol®&fT's Chief Executive Officer and Chief Financafficer (its principal executive officer
and principal financial officer) management haseated the effectiveness of the design and operati&G&T's disclosure controls and
procedures. Based on that evaluation, our CEO & IGave concluded that our disclosure controlspandedures are effective as of
December 31, 2006.

Management’s Report on Internal Control Over Financ  ial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting, as such term is defined in
Exchange Act Rule 13a-15(f). Management assessecbtiporation’s system of internal control ovegficial reporting as of December 31,
2006, in relation to criteria for effective intefreantrol over financial reporting as describedlimernal Control —Integrated Framework,”
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. Based on this assegsmanagement concludes that, as
of December 31, 2006, its system of internal cdriver financial reporting is effective and medts triteria of the “Internal Control —
Integrated Framework”.

Ernst & Young LLP, independent registered publicamting firm, has issued an attestation repornanagement’s assessment of the
Corporation’s internal control over financial refiiog, as stated in their report which is includededin.

Item 9B. OTHER INFORMATION

None
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PART IlI
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE

The information required by Item 10 of Form 10-Krisorporated herein from the sections entitledri®eial Ownership of S&T Common
Stock by Directors and Officers” and “Executive i0éfrs of the Registrant” in our proxy statemenatiel to our April 16, 2007, annual
meeting of shareholders.

Item 11. EXECUTIVE COMPENSATION

This information required by Item 11 of Form 10<Kimcorporated herein from the sections entitlede€&or Compensation” and
“Remuneration of Executive Officers” in our proxiatement relating to our April 16, 2007, annual tirepof shareholders.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
SHAREHOLDER MATTERS

Except as set forth below the information requipgdtem 12 of Form 10-K is incorporated from thetsmns entitled “Principal Beneficial
Owners of S&T Common Stock” and “Beneficial Ownepshf S&T Common Stock by Directors and Officera"dur proxy statement
relating to our April 16, 2007, annual meeting baeholders.

EQUITY COMPENSATION PLAN INFORMATION
The following table provides information as of Ded#er 31, 2006 related to the equity compensatiangin effect at that time.
@) (b) ©

Number of securities
remaining available for

Number of securities to Weighted- average future issuance under
be issued upon exercise exercise price of equity compensation
outstanding options, plan (excluding securities
of outstanding options,
Plan category warrants and rights warrants and rights reflected in column (a))
Equity compensation plan approved
shareholders 1,650, 36: $ 29.5¢2 562,50(
Equity compensation plans not
approved by shareholde 0 0 0
Total 1,650,36. $ 29.52 562,50(

(1) Awards granted under the S&T Bancorp, Inc. AmeratetiRestated 1992 Incentive Stock Plan “1992 Plan”) and the 2003 Incentive Stock Plan. Ti892 Plan expired in 2002
and no further awards may be granted thereunder.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSAC TIONS, AND DIRECTOR INDEPENDENCE

The information required by Item 13 of Form 10-Krisorporated herein from the sections entitlecafigactions with Related Parties” and
“Compensation Committee Interlocks and InsideriBigdtion” in our proxy statement relating to ouprlA 16, 2007, annual meeting of
shareholders.

Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by Item 14 of Form 10-Krisorporated herein from the section entitled 8pendent Registered Public Accounting
Firm” in our proxy statement relating to our Aptis, 2007, annual meeting of shareholders.
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PART IV
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@) The following documents are filed as part of tiEpart.

Consolidated Financial Statements:  The following consolidated financial statementsiactuded in Part Il, Item 8 of this report. |
financial statement schedules are being filed sihegequired information is inapplicable or isg@sted in the Consolidated Financial
Statements or related Notes.

Consolidated Balance She 45
Consolidated Statements of Inco 46
Consolidated Statements of Changes in Shareh’ Equity 47
Consolidated Statements of Cash Flc 48
Notes to Consolidated Financial Statem 49
Report of Managemel 76
Independent Registered Public Accounting F 77
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(b) Exhibit:
3.1

3.2

3.3

3.4

3.6

10.1

10.2

21
23
24
31.1
31.2
32

Articles of Incorporation of S&T Bancorp, Inc. Ril@s Exhibit B to Registration Statement (No. 2&3%n Form S-
4 of S&T Bancorp, Inc., dated May 5, 1983, and ipooated herein by referenc

Amendment to Articles of Incorporation of S&T Bampplnc. Filed as Exhibit 3.2 to Form4&Registration Stateme
(No. 3:-02600) dated January 15, 1986, and incorporatesirhby reference

Amendment to Articles of Incorporation of S&T Bamppinc. effective May 8, 1989, incorporated heftgyn
reference. Filed as exhibit 3.3 to S&T Bancorp, kenual Report on Form 10-K for year ending Decentil, 1998
and incorporated herein by referen

Amendment to Articles of Incorporation of S&T Bampplnc. effective July 21, 1995. Filed as exhihi#t to S&T
Bancorp, Inc. Annual Report on Form-K for year ending December 31, 1998 and incorpdratze by referenc

Amendment to Articles of Incorporation of S&T Bampplnc. effective June 18, 1998. Filed as exi8itto S&T
Bancorp, Inc. Annual Report on Form-K for year ending December 31, 1998 and incorpdratzein by referenc

By-laws of S&T Bancorp, Inc., as amended, Decenlibe2002. Filed as Exhibit 3.6 to S&T Bancorp, lAanual
Report on Form 1-K for the year ending December 31, 2002 and inaated herein by referenc

S&T Bancorp, Inc. Amended and Restated 1992 Inger8tock Plan. Filed as Exhibit 4.2 to Form S-8 iRegtion
Statement (No. 3:-48549) dated March 24, 1998 and incorporated hérgieference.:

S&T Bancorp, Inc. 2003 Incentive Stock Plan. FidedExhibit 4.2 to Form S-8 Registration Statemisiat (333-
111557) dated December 24, 2003 and incorporateginhiey reference.

Subsidiaries of the Registra

Consent of Ernst & Young LLP, Independent Registétablic Accounting Firm
Power of Attorney

Rule 13i-14(a) Certification of the Chief Executive Offici

Rule 13i-14(a) Certification of the Chief Financial Offic

Rule 13i-14(b) Certification of the Chief Executive Officend Chief Financial Office

* Management Contract or Compensatory Plan or Ayeament
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.

S&T BANCORP, INC.
(Registrant

/s/ James C. Miller 02/26/0°
James C. Miller, Date
Chairman and Chief Executive Offic

/s/ Robert E. Rout 02/26/0°
Robert E. Rout, Date

Senior Executive Vice President, Chief Finar

Officer and Secretar

Pursuant to the requirements of the Securities &xgl Act of 1934, this report has been signed bbélpthe following persons on behalf
of the registrant and in the capacities and ord#tes indicated.

SIGNATURE

TITLE

/s/ James C. Miller

James C. Mille

/s/ Robert E. Rout

Robert E. Rout

/sl Joseph A. Kirk

Joseph A. Kirk

Thomas A. Brice

*

Todd D. Brice

*

James L. Carin

John J. Delane

*

Michael J. Donnelly

Chairman and Chief Executive Officer (Principal
Executive Officer)

Senior Executive Vice President, Chief Financial
Officer and Secretary (Principal Financial and
Accounting Officer)

Director

Director

Director

Director

Director

Director
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* Director 02/26/0°
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* Director 02/26/0°
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* Director 02/26/0°
Jeffrey D. Grube
* Director 02/26/0°
Frank W. Jone
* Director 02/26/0°
Samuel Levy
* Director 02/26/0°
James V. Milanc

Director 02/26/0°
Christine J. Olsol
* Director 02/26/0°
Alan Papernicl

Director 02/26/0°
Myles D. Sampso
* Director 02/26/0°
Charles A. Spadafol
*By: /s/ Joseph A. Kirk Director 02/26/0°

Joseph A. Kirk
Attorney-in-fact
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Exhibit 21
SUBSIDIARIES OF THE REGISTRANT

S&T Bancorp, Inc. (“S&T”), a Pennsylvania corporation, is a bank holding company. The table below setsrth all of S&T'’s
subsidiaries as to state or jurisdiction of organiation.

Subsidiary State or Jurisdiction of Organization
S&T Bank Pennsylvani:

9th Street Holdings, Int Delaware

S&T Bancholdings, Inc Delaware

S&T Insurance Group, LL¢ Pennsylvani:

S&T Professional Resources Group, L Pennsylvani:

Evergreen Insurance Associates, L Pennsylvani:

S&T Settlement Services, LL Pennsylvani:

Stewart Capital Advisors, LL! Pennsylvani:

Commonwealth Trust Credit Life Insurance Comp Arizona



Exhibit 23
Consent of Independent Registered Public Accouriing

We consent to the inclusion in this Annual RepBdr(n 10-K) of S&T Bancorp, Inc. of our reports dhteebruary 23, 2007, with respect to
the consolidated financial statements of S&T Bapgbrc., S&T Bancorp, Inc management’s assessnféheceffectiveness of internal
control over financial reporting, and the effectiess of internal control over financial reportirfgS&T Bancorp, Inc. included in the 2006
Annual Report to Shareholders of S&T Bancorp, Inc.

We consent to the incorporation by reference inRbgistration Statements (Form S-3 No. 333-113TtlForm S-3 No. 333-108174) of
S&T Bancorp, Inc. and in the related Prospectused,in the Registration Statements (Form S-8 Ne6@30, Form S-8 No. 333-48549,
Form S-8 No. 333-69403 and Form S-8 No. 333-1115FAur reports dated February 23, 2007 with resfmethe consolidated financial
statements of S&T Bancorp, Inc., S&T Bancorp, Iranagement’s assessment of the effectiveness ohahteontrol over financial reporting,
and the effectiveness of internal control overiiicial reporting of S&T Bancorp, Inc. included ingiAnnual Report (Form 10-K) for the year
ended December 31, 2006.

/sl Ernst & Young LLP

Ernst & Young LLP

Pittsburgh, Pennsylvania
February 23, 2007



Exhibit 24
POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears besmlu,(a “Signatory”) constitutes
and appoints Joseph A. Kirk (an “Agent”) his truneldawful attorney-in-fact and agent for and in héne, place and stead, in any and all
capacities, to sign the Company’s Annual Reporfform 10-K for the year ended December 31, 2006aifiite the same, with all exhibits
thereto, and all other documents in connectioretluigh, with the Securities and Exchange Commisdi@th Signatory further grants to the
Agent full power and authority to do and perforneleand every act and thing requisite and necessattye judgment of such Agent, to be
done in connection with any such signing and filiag full to all intents and purposes as he migltbold do in person, and hereby ratifies
and confirms all that said Agent may lawfully docause to be done by virtue hereof.

This Power of Attorney may be executed simultankgouasone or more counterparts, each of which shaltleemed an original, but all of
which constitute but one and the same instrument.

Signature Title Date

Director February 19, 2007
Thomas A. Brice
/sl ToppD. BRICE President and Director February 19, 2007
Todd D. Brice
/sl JAMESL. C ARINO Director February 19, 2007
James L. Carin

Director February 19, 2007
John J. Delane
/s/  MICHAEL J. DONNELLY Director February 19, 2007
Michael J. Donnelly
/sl WiLLiaM J. GATTI Director February 19, 2007
William J. Gaitti
/s/  RuTH M. G RANT Director February 19, 2007

Ruth M. Gran



Signature

Title

Date

/s/ JerFreyD. G RUBE

Jeffrey D. Grube

/s/ Frank W. JONES

Frank W. Jone

/s/ JosepHA. K IRK

Joseph A. Kirk

/s/ SAMUEL L EvY

Samuel Levy

/s/ JamEsV. M ILANO

James V. Milanc

/s/ JamesC. M ILLER

James C. Miller

Christine J. Olsol

/s/ ALAN P APERNICK

Alan Papernicl

Myles D. Sampso

/'s/ CHARLESA. S PADAFORA

Charles A. Spadafol

Director

Director

Director

Director

Director

Chairman of the Board,
Chief Executive Officer and
Director

Director

Director

Director

Director

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007

February 19, 2007



Exhibit 31.1
CERTIFICATION

I, James C. Miller, certify that:

1. | have reviewed this annual report on Form 16t6&T Bancorp, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

b) Design such internal control over financial ngjmg, or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisimeport our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter, the registrant’s fotigbal quarter in the case of an annual repoat, las materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and
5. The registrant’s other certifying officer anldve disclosed, based on our most recent evaluatimternal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and
b) Any fraud, whether or not material, that invaweaanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: February 26, 2007

/sl James C. Miller
James C. Miller, Chief Executive Officer



Exhibit 31.2
CERTIFICATION

I, Robert E. Rout, certify that:

1. | have reviewed this annual report on Form 16t6&T Bancorp, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durithg toeriod in which this report is being prepared;

b) Design such internal control over financial ngjmg, or caused such internal control over finahoéporting to be designed under
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisimeport our conclusions about
the effectiveness of the disclosure controls andgatures as of the end of the period covered kyréipiort based on such evaluation; and

d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter, the registrant’s fotigbal quarter in the case of an annual repoat, las materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and
5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatimternal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and
b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: February 26, 2007

/s/ Robert E. Rout
Robert E. Rout, Chief Financial Officer



Exhibit 32

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
AND CHIEF FINANCIAL OFFICER
SARBANES-OXLEY ACT SECTION 906 Exhibit 32

Pursuant to 18 U.S.C. Section 1350 as adopted guirso Section 906 of the Sarbanes-Oxley Act of22@® connection with the S&T
Bancorp, Inc. (the “Company”) Annual Report on FaréiK for the period ending December 31, 2006 lasl fivith the Securities and
Exchange Commission on the date hereof (the “R8partlames C. Miller, Chief Executive Officer tife Company, and |, Robert E. Rout,
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. 1350, as adopted pursuant@mBthe Sarbanes-Oxley Act of 2002, to
the best of my knowledge, that:

1. The Report fully complies with the requiremeaft$Section 13(a) or 15(d) of the Securities ExcleAgt of 1934, as amended; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the

Company for the dates and period covered by thertep
This certificate is being made for the exclusivepmse of compliance by the Chief Executive Offiaad Chief Financial Officer of the

Company with the requirements of Section 906 ofShehane®xley Act of 2002, and may not be disclosed, disttied or used by any pers
or for any reason other than as specifically reglilvy law.

Date: February 26, 2007

/sl James C. Mille /s/ Robert E. RoL
James C. Miller, Chief Executive Offic Robert E. Rout, Chief Financial Offic



