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Financial Highlights

S&T Bancorp, Inc. and Subsidiaries
(dollars in thousands, except per share data)

For the Year 2003 2002
Net Income $ 51,777 $ 48,604
Return on Average Assets 1.81% 1.94%
Return on Average Equity 16.23 16.15
Per Share

Net Income—Basic $ 196 $ 1.83
Net Income— Diluted 1.94 1.81
Dividends Declared 1.02 0.97
Book Value at December 31 12.48 11.51
Market Value at December 31 29.80 25.05
At Year-end

Assets $2,900,272 $2,823,867
Net Loans 2,069,142 1,968,755
Deposits 1,962,253 1,926,119
Shareholders” Equity 332,718 306,114
Allowance for Loan Losses/Total Loans 1.50% 1.51%
Nonperforming Loans/Total Loans 0.43 0.29

Change Change
SEmEHIE 7%
(0.13)% (7)
0.08 1
S8 08 7%
0.13 7
0.05 5)
0.97 8
4.75 19
$ 76,405 3%
100,387 5
36,134 2
26,604 9
(0.01)% —
0.14 48



Superior financial performance—day after day and year after
year—creates true value for shareholders. That's the operating
principle at S&T Bank, where the focus is not just on earnings
potential for “the next quarter;” but on consistently strong returns
for investors over the long haul. That level of performance depends
on satisfied customers...ongoing relationships built on a full line of
financial products that exceed expectations, and personal service

that is nothing less than extraordinary.

That's what S&T bankers provide. The ones you'll meet on the
pages that follow represent more than 800 dedicated women
and men who share a corporate commitment to exceptional
customer service. In their own words, they define the meaning
of relationship banking so that you can understand how, in

a very real sense, “it's what we do best.”



- Since 1987, Harry and Lois Ressler, of

Monroeville, have relied on S&T Bank

g ' . ] = for their checking and savings accounts,
i i certificates of deposit, safe deposit box,

] b and business banking services. Over
9.y . the years, they've referred countless
i _‘ i o g N friends and relatives to S&T, and have
Ao el l"' e - formed a personal friendship with
ot ey AT, w5 IS Deb Berner; always a welcome guest
i e R Bl L o 4 8

at their farm in New Alexandria, Pa.

Deb Berner is a high-energy lady who enjoys antiquing

with her husband, Randy, visiting with their three grown children,
shopping on eBay®, and playing with the family pets, Sammy

the dog and Frankie the cat. She’s been with S&T for 16 years, and
really loves her job. She especially likes the customer contact, and
getting to know her customers on a professional and personal level

in ways that help her to develop strong banking relationships.

“My goal is to treat every person who comes through our door as I'd want
to be treated myself. | love hearing my customers say how happy they are
with our staff and how much they enjoy coming into the bank.”

“My goal is to treat every person who comes through our door
as I'd want to be treated myself. I love hearing my customers say
how happy they are with our staff and how much they enjoy
coming into the bank. It’s almost like a social affair, but so much
more. Because of the special training we’ve had, we can develop
financial plans for each customer, showing them how much they
could benefit by consolidating debt or paying off loans, and how
much they could be saving for retirement. We can help get our
younger customers started—even when they’re just beginning
their first jobs. That’s the advice I gave my own children, and

that’s what I tell my customers. It’s never too soon to start!”
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Deb Berner, CPB*
Personal Banker/
Assistant Retail Sales Manager
Monroeville Office

S&T Bank

*Certified Personal Banker
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Jim Rumbaugh (right), president

of The Meritage Group, a high-end
residential developer; and Michael
Morris (far right), president of The
Sampson Group, which specializes

in commercial leasing and development,
have chosen S&T as their commercial
lender for the past five years. Together
with their partner and co-owner,

Ben Sampson, they've also selected

S&T for business credit cards and
deposit services.

Leisure time for Melissa Scheib means flea-market shopping, long

walks in the country, and playtime with Harley, the family’s Doberman
Pinscher, lovingly described as“kind of spoiled.” That’s certainly not
true of Melissa, who spends her working days making life a little easier

for commercial lending customers.

“We try to help our customers in every way we can, and when something

needs to be done—cash transfers, stop payments, wire transfers, and the

like—we take care of it right away.”

“We try to help our customers in every way we can, and when
something needs to be done—cash transfers, stop payments, wire
transfers, and the like—we take care of it right away. Even something
as simple as an address change gets our full attention, and I follow it up
the next month to make certain that the correction has been made. We
don’t use voice mail in our department because we want our customers
to be connected with someone who can help them right then and there,
not a recorded message. Our commercial lenders even call the office
when they’re on vacation to ask if there’s anything they need to handle.

We work hard for our customers, and they can count on that.”

S&T BANK 5



Presbyterian Homes, Inc. (PHI), a
not-for-profit organization that owns
and manages nursing homes, assisted-
living, and long-term care facilities as
well as retirement communities
throughout Pennsylvania, is one of
Wealth Management's newer customers.
The relationship began about a year
ago and has since grown to nearly

$4.0 million under management, and

L has expanded to include commercial
lending, as well. Shown at left are Jeff
Davis, PHI chief financial officer; and Louis
Meola, executive director of the PHI
facility, St. Andrew's Village, in Indiana, Pa.
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A busy parent of a 9-year-old son and a 12-year-old daughter,
who’s played hockey for the past eight years, Malcolm Polley

spends a lot of time in the cold! But he warms up considerably
when discussing the investment capabilities of S&T Bank, and

what that means for his customers.

“How well you live in retirement is completely dependent on how
you've invested. If you take too conservative a view, you won't lose

assets, but you will lose purchasing power.”

“How well you live in retirement is completely dependent on how
you've invested. If you take too conservative a view, you won't lose
assets, but you will lose purchasing power. If you want your money
to live as long as you do, you have to be a little more aggressive,
and S&T can help. We take the time to know our customers so that
we can tailor their portfolios to meet specific return objectives and
risk tolerance. Although we have four equity products that cover
the market capitalization spectrum, we also have the freedom and
flexibility to look beyond those products to find the best available
options for any particular situation. We understand what our

customers really want, and that’s what we try to accomplish.”

6 S&T BANK
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Malcolm Polley, CFA*
Senior Vice President and
Chief Investment Officer

Wealth Management
S&T Bank

*Chartered Financial Analyst Dana Bowersox
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Carolyn Walker y
Customer Service Representative
Evergreen Insurance Associates, LLE
S&T Insurance \



Imler's Poultry is a fast-growing distributor
to food service and grocery outlets on the
East Coast and in the Midwest. And for
Fred Imler, Sr, co-owner (shown at right),
and his partners, Fred Imler; Jr. and Bryan . 3 Lr3% — i

™ i |
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Imler, Evergreen Insurance Associates is a

one-stop shop. For 20 years, Evergreen has

provided the business with a full range of
coverage, including life, health, automobile,
property, and workers' compensation
insurance. Fred is also the owner of Imler’s

Transportation Corporation, and his
daughter, Karen Imler Hetrick (also

shown at right), is secretary of the firm.

Carolyn Walker treasures her books—especially those that belonged

to her grandmother—almost as much as the time she spends with

her four little granddaughters. A self-described “people person,”and

a licensed insurance agent since the late 1970s, she’s made lasting
friendships with clients and colleagues alike. “In this business, we really
have to know our clients and understand their insurance needs so that

we can make the best possible match of carriers, coverage, and price.

“In this business, we really have to know our clients and understand
their insurance needs so that we can make the best possible

match of carriers, coverage, and price.”

“I'm always available to help our clients and answer any question
they might have. Whether it involves coverage, claims, automobile
identification, or other issues, we try to handle each request quickly
and efficiently. We think of our customers as part of the family. We
celebrate with them in their triumphs, and we share with them in
their losses. We care about them personally, and we care about their

businesses. That’s why we're always willing to walk the extra mile.”

S&T BANK 9



James C. Miller (left)
President and CEO

and Robert D. Duggan

Chairman
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MESSAGE TO OUR SHAREHOLDERS

S&T Bancorp began its second century with another record-breaking year, setting new
benchmarks in net income and earnings per share. Despite a challenging economy and an
unprecedented interest-rate environment, we continued to increase value for shareholders
and were able to raise the dividend for the 17* consecutive year. We're also pleased to report
that the market value of S&T Bancorp stock increased 19% during the period, closing at
$29.80 per share on December 31, 2003.

STRATEGIES FOR SUSTAINABLE GROWTH

S&T goes to market with a unique value proposition designed to ensure continuous growth
and profitability: a combination of high-quality financial products and services, an extensive
branch network, electronic banking capabilities with 24 /7 convenience, and truly exceptional

service from a corps of dedicated employees, building strong and lasting customer relationships.

RELATIONSHIP BANKING

Because we know our customers on a personal level and understand their financial histories,

we can look “beyond the numbers” in our decision-making process to function as a true financial
partner. In any phase of the business cycle, we can help them find the solutions they need, always
working in the best long-term interests of our customers and our shareholders. The lynchpin in
the process is the consistency and longevity of our staff. Their average tenure exceeds a decade,
as compared with a national average of less than four years.

Relationship banking not only distinguishes S&T in the marketplace, but also instills trust,
confidence, and loyalty in our customer base, which creates new opportunities for additional
services, fuels a continuous stream of qualified referrals, and provides a competitive advantage

for every line of business.

BusiNneEss OPPORTUNITIES

With streamlined operations, efficient delivery, and strong market share, our community banking
franchise continues to grow. Three branch-office openings in 2003 reflected an innovative strategy
that includes traditional free-standing offices, in-store branches, and business banking centers.
Cost control is an ongoing priority, and office activity levels are continuously monitored to identify
potential opportunities to redeploy under-utilized resources for improved profitability.

Commercial lending is a major corporate strength, a strategic growth area, and an important
entrée for commercial customers to all S&T products and services. To support this growing
business, we have formalized a management recruiting and training program that will be rolled
out in the first quarter of 2004. Candidates recruited both externally and internally will rotate
through our credit analysis function and all of our major business areas before spending time
working closely with our top performers in commercial lending.

In the wealth management arena, we are building an enviable track record in superior
investment performance, our primary strategy in tapping an enormous market opportunity.
We expanded our reach with the opening of a downtown Pittsburgh office in the fall of 2002,
which has added significant new accounts and revenue. In addition, we have positioned our
financial advisors and sales/service officers in key locations throughout our region to improve
service and accelerate growth.

We will support our fast-growing insurance business with increased staffing levels and seek
additional acquisitions to strengthen the presence of Evergreen Insurance throughout S&T’s
entire marketing region.

FinanciAL HIGHLIGHTS

Diluted earnings per share climbed to $1.94 in 2003 from $1.81 in the prior year, and net income
rose to $51.8 million from $48.6 million during the period. Return on average assets and return
on average equity for 2003 were 1.81% and 16.23%, respectively.

S&T BANK
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Strong contributors in offsetting the net-interest income pressure caused this year by record-low
interest rates and the resulting heavy refinancing activities for loans and securities were substantial
growth in commercial loans, steady gains in core deposits, and increased revenue streams from
Peoples Financial Corp. and the Evergreen Insurance Agency, acquired late in 2002. Despite these rate
pressures, net interest income on a fully taxable equivalent basis increased 10% in 2003, climbing to
$108.1 million from $97.8 million in the previous year. Gains in mortgage banking, cash management,
insurance, and letters of credit fees drove substantial gains in overall fee income, which increased
$2.5 million, or 10% year-over-year.

Total assets approximated $2.9 billion at December 31, 2003, as compared with $2.8 billion at
December 31, 2002. Asset quality measurements remained relatively stable, despite the mixed
economic environment. And we continue to enjoy our enviable operating expense efficiency level
through cost-control efforts, continuous refinement of workflow processes, and effective use of
technology. Operating efficiency is a focus of everyone within the organization.

Loans increased $101.7 million or 5% during 2003, reflecting a $161.3 million increase

in commercial lending, partially offset by decreases in consumer installment loans and residential
mortgage loan balances as borrowers refinanced portfolio mortgages into the secondary
mortgage market.

On the deposit side, a significant shift in the product mix from higher-costing certificates of

deposit to lower-cost products, such as checking and savings, helped mitigate interest-rate spread
compression and improve net interest income. Total deposit growth for the year was $36.1 million,
with a particularly notable increase in demand deposits driven by new product offerings, marketing
promotions, and continued expansion of cash management services for commercial customers.

S&T’s equities portfolios performed extremely well throughout the year and continued to provide a
supplemental earnings stream. Although equity security gains of $7.0 million were realized in 2003,
unrealized equity security gains in the portfolio totaled $30.5 million at year-end, an $8.9 million
improvement over the prior year.

THE YEAR AHEAD

Low or further declining interest rates will remain our primary challenge throughout 2004. But
our core markets are solid, efficiency levels are excellent, revenue streams are diversifying, and our
opportunities for market expansion through branching, acquisitions, and new products have never
been brighter.

The primary engine of growth will be our shared commitment to exceptional service, driven by
the talent and resolve of each employee and every business leader. Two of them have been
promoted this year, and we’d like to congratulate David Ruddock, named executive vice president,
information technology and operations, and Michelle Petrovsky, appointed senior vice president,
commercial lending.

We appreciate the invaluable counsel of our board of directors, and the confidence and support
of our shareholders. We thank our employees for another record-breaking year, and look forward
to continued progress as we move forward together.

Sincerely,

LIt D Opo

Robert D. Duggan

C N,

James C. Miller
Chairman President and Chief Executive Officer
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OPERATIONS REVIEW

A new branding effort initiated in 2003 focused

on “relationship banking” as an accurate portrayal
of S&T’s market approach, exceptional service,
and long-term commitment to more than 90,000
consumer households and businesses served

in Allegheny, Armstrong, Blair, Butler, Cambria,
Clarion, Clearfield, Indiana, Jefferson, and
Westmoreland Counties. In broadcast and print
media, advertisements feature bankers, customers,
and financial relationships that exceed customer
expectations and provide a solid foundation for

sustainable growth and profitability at S&T Bank.

CommuNITY BANKING

An extensive branch network—strengthened by
the integration of Peoples Financial Corp., Inc.—

a streamlined infrastructure, and a competitive mix
of products and services contributed to increases
in core deposits, home equity loans, and mortgage

lending originations throughout the year.

Because home equity lending had been shifted
from a small group of consumer lenders to more

than 125 personal bankers in S&T branch offices

and the Direct Banking Center, all supported

by a centralized loan processing and servicing
organization, the bank was well positioned to
assume an aggressive posture in the marketplace,
and to efficiently handle the resulting 81%

origination increase in home equity loans.

Residential mortgage production increased
26% year-over-year. An online mortgage
application process was developed, allowing

customers to complete mortgage applications on

their personal computers in

approximately 20 minutes.

In expanding its community
banking network, S&T
stepped outside of its
contiguous county footprint
to open a new branch office
in Blair County, where the
bank’s well-established
commercial lending business is expected to
provide a strong platform for growth. The
Strawberry Meadows Office, a free-standing
facility, is located in Duncansville, Pa. S&T

is approaching the market from a sales-team
perspective, offering a full spectrum of financial

services for consumers and businesses.

For added customer convenience and deeper
penetration within Westmoreland County,

S&T opened a new in-store branch office in the
Delmont, Pa., Wal-Mart SuperCenter, and another
in the Latrobe, Pa., Wal-Mart SuperCenter in
January 2004.

Also in 2003, S&T closed on its first
reverse mortgage, an ideal product for the
senior market currently sold by very few
community banks. Available to customers
over the age of 62, this unique financial
security tool provides homeowners with
the opportunity to use their home equity
to supplement income, without repayment

as long as they remain in residence.

BusiNEss SERVICES

To improve delivery of products and
services to the business community in a fast-
growing area of Butler County, a new business
banking center was opened in Cranberry
Township, Pa. It builds on the success of S&T’s
first business banking center already established
in the Shadyside section of Pittsburgh. The
Cranberry Business Center offers a full line

of business services, including loans, deposit
and corporate credit accounts, cash and wealth
management, employee benefit programs, and

investment counseling.

S&T BANK




The S&T
Bank

Business
Banking
Package.

~-that wrill
change business
Forever.
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New product introductions included free basic
business checking for small- to medium-size
businesses, which is also incorporated into a new
business banking package, offering a variety

of discounts and benefits that can be used by

businesses, both large and small.

Sales revenue from e-business products and

services, including merchant processing, Internet

business banking, and recently introduced Web site

development services, increased 25% year-over-
year. Growth was driven by the redeployment of
business development officers from a centralized
location to the bank’s major market regions,
referrals from S&T bankers, and expanded

customer relationships.

S&T also strengthened its position as an innovative

partner to small businesses with a new Web site

enhancement called “S&T Main Street,” currently

including more than 50 customer sites and making

each one available to the bank’s entire

customer base for review.

ComMMERcIAL LENDING

Representing nearly 72% of S&T’s total
loan portfolio—and a major opportunity
for ongoing growth—Commercial
Lending continued its consistently strong
performance throughout 2003. The
commercial loan portfolio grew by
$161.3 million, reaching a record high of
$1.5 billion by year-end. This 12% year-
over-year increase was achieved despite
a rate environment in the first quarter
that encouraged construction project

refinancing and early payoffs.

The Commercial Lending department also
generated more than $34.0 million in new
deposits through cross-selling initiatives,
increased its referrals to S&T Insurance, and
worked closely with S&T Wealth Management to
identify opportunities in investment management

and employee benefit programs.

Commercial Lending officers, with an average
tenure of 14 years, have forged long-standing
relationships with the 2,000 customers they serve,
resulting in a high percentage of repeat business
and a steady stream of high-quality referrals.
This has been a primary driver in expanding the
commercial loan portfolio at a compound annual

growth rate of 10% over the past five years.

WEALTH MANAGEMENT

Despite a challenging and volatile investment
environment, S&T’s Wealth Management

business has grown steadily. Since 1999, assets
under management/administration and service
revenue from investment management, trusts

and estates, IRAs, and employee benefit services
have both increased at a compound annual rate of
approximately 9%. At year-end 2003, total market
value of assets under management/administration
reached $1.02 billion, a 21% increase over the prior
year, with $774.0 million in wealth management

services and $246.0 million in brokerage services'.

Over the past several years, Wealth Management
has significantly strengthened its investment
management capability, and a well-qualified,
experienced portfolio management team is

now in place. Three of four portfolio managers
have earned the Chartered Financial Analyst®
designation from the Association for Investment
Management and Research, and all relationship

managers and sales professionals are currently



enrolled in Certified Financial

Planner training. Superior investment
performance and focus, together with a
commitment to exceptional service, are
driving a demographic shift in the Wealth
Management customer base by attracting
younger clients with high potential for long-

term investment relationships.

Geographic expansion is also affecting customer
base demographics, as Wealth Management
continues to target larger population centers

where average household income, investable
assets, and net worth tend to be higher than

those within the bank’s traditional footprint. In
Allegheny County, for example, opportunities were
substantially enhanced by the opening of an office
in downtown Pittsburgh. Supported by advertising
campaigns and networking with accounting and
law firms, growth has been steady throughout the
year. The Pittsburgh team has added significant

new accounts and revenue directly related

to this initiative.

To maximize new
opportunities
within the bank’s
traditional
marketing

area, Wealth
Management has
geographically
dispersed its
sales/service team.
Financial advisors
and relationship

managers have

been redeployed

from a central

area to regional
locations throughout Western Pennsylvania.
Although personnel have been shifted, the total
number of employees has remained constant
and, despite the opening of the Pittsburgh office,

expenses have increased only 3%.
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" Securities are offered exclusively through Raymond James Financial
Services, Inc., Member NASD/SIPC, an independent broker/dealer,
and are not FDIC insured, not guaranteed by the Financial Institution,
subject to risk, and may lose value. Raymond James Financial
Services, Inc. is not affiliated with S&T Bank, S&T Insurance, or S&T

Wealth Management.

S&T INsuRANCE

A 23% year-over-year revenue increase was

driven by strong performances of S&T Settlement
Services, a commercial title insurance company,
and Evergreen Insurance Associates, LLC, a
multi-line insurance agency. Much of its success is
attributed to an experienced staff with an average
tenure of 11 years. Approximately 70% of this staff
has earned widely respected industry designations,
including Chartered Property Casualty

Underwriter and Chartered Life Underwriter.

To position Evergreen for accelerated

growth, its product offerings were broadened
significantly with the addition of six new carriers,
and the redesign of processes, procedures,

and infrastructure for increased efficiency and
expansion. New initiatives included referral
systems for community banking and commercial
loan customers, and special product offerings

to S&T customers and employees.

A two-pronged growth strategy focuses on both
production staffing and additional acquisitions
that would be folded into Evergreen Insurance

Associates and is now under consideration.

S&T BANK




S&T PRoFessioNAL RESOURCES

Completing its first full calendar year of operation,
S&T’s Professional Resources exceeded its revenue
goal for 2003 and broadened its potential market
through a reseller agreement with Metavante
Corp., the Milwaukee-based financial technology

subsidiary of Marshall & Ilsley Corporation.

While Metavante will market S&T’s internally
developed eBusiness Content Manager (eBCM)

to its customer base of more than 5,100 financial
institutions, S&T will continue its direct marketing
effort, targeting banks, school districts, medical
centers, and other institutions that maintain

large databases and can benefit from increased

desktop automation.

The first multi-bank customer contract was
finalized in 2003 with the signing of a Michigan-
based holding company that provides financial
services through 97 offices. This entry into

the larger-bank market, plus continued eBCM
enhancements and two new products now in
development, offers additional opportunities

for continued growth.

CoMMUNITY SERVICE

S&T’s commitment to the communities it serves
was demonstrated throughout the year by loans
to municipalities and nonprofit organizations,
assistance in providing affordable housing for
low-income families and senior citizens, donations
to qualified charities, and the time and talent
contributions of S&T bankers to a wide range

of charitable and civic organizations.

The S&T Charitable Foundation committed

or contributed more than $370,000 to qualified
charitable organizations in 2003, and the Sixth
Annual S&T Charity Golf Classic—generously
supported by businesses and community
organizations—raised an all-time high of $34,000

for distribution to charities and nonprofits

nominated by S&T bankers.

16 S&T BANK

QUR MiIssION

To achieve consistent superior financial
performance which creates value for our
shareholders by:

ldentifying and satisfying customer needs
with quality services and products which
exceed their expectations;

Providing a stimulating and challenging
team-oriented work environment which
encourages, develops, and rewards
excellence;

Diligently serving our communities with
integrity and pride.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND REsuLTsS oF OPERATIONS

S&T Bancorp, Inc. and Subsidiaries

FINANCIAL CONDITION

Average earning assets grew $302.6 million in 2003
primarily as a result of excellent growth in commercial
lending activities for S&T Bancorp, Inc. (S&T) and the
acquisition of Peoples Financial Corp., Inc. (PFC) in
the third quarter of 2002. During 2003, average loan

balances increased by $275.7 million, and average

securities and federal funds increased $27.1 million.
The funding for this loan and security growth was
primarily provided by a $208.6 million increase

in average deposits, an increase of $18.1 million

in average earnings retained and a $120.1 million

increase in average borrowings.

2003 2002
Average Average Average Average
Loan Loan Balance Loan Loan Balance
Loans (in millions) Balance Percentage Balance Percentage
Commercial, mortgage and industrial $1,434.3 71% $1,227.2 70%
Residential real estate mortgage 515.0 25 447.5 25
Installment 85.4 4 84.3 5
Total $2,034.7 100% $1,759.0 100%

LENDING ACTIVITY

Average loans for the year ended December 31, 2003
were $2.0 billion, a $275.7 million or 15.7% increase
from December 31, 2002. The increase in average loans
for 2002 was $119.1 million. Changes in the composi-
tion of the average loan portfolio during 2003 included
increases of $207.1 million in commercial loans,

$39.2 million in residential mortgages, $28.3 million

in home equity loans and $1.1 million in installment
loans. Total loans at December 31, 2003 increased
$101.7 million from December 31, 2002. The increase is
primarily attributable to $161.3 million of loan growth
within the commercial loan category, offset by a

$59.6 million decrease in consumer loan balances due
to paydowns, heavy refinancing activity and sales into
the secondary mortgage market.

Average commercial, mortgage and industrial
loans currently comprise 71% of the loan portfolio.
Although commercial loans can be an area of higher
risk, management believes these risks are mitigated by
limiting concentrations and applying rigorous under-
writing review by loan administration. During 2003,
commercial loans experienced a shift toward variable-
rate loan products as customers took advantage of
record low short-term interest rates. At December 31,
2003, variable-rate commercial loans were 53% of the
commercial loan portfolio.

Average residential mortgage loans currently
comprise 25% of the loan portfolio. Residential

mortgage lending continued to be a strategic focus

during 2003 through the establishment of a centralized
mortgage origination department, product redesign,
secondary market activities and the utilization of
commission compensated originators. Management
believes that if a downturn in the local residential real
estate market occurs, the impact of declining values on
the real estate loan portfolio will be mitigated because
of S&T’s conservative mortgage lending policies for
portfolio loans, which generally require a maximum
term of 20 years for fixed-rate mortgages, a maximum
term of 30 years for adjustable-rate mortgages and
private mortgage insurance for loans with less than
a 20% down payment. Adjustable-rate mortgages
with repricing terms of one, three and five years
comprised 12% of the residential mortgage portfolio in
2003 and 10% in 2002. Home equity loans increased
$34.1 million during 2003 and $17.5 million in 2002
and totaled $181.5 million at December 31, 2003 and
$147.4 million at December 31, 2002.

Most of the decline in residential loans was due
to more active participation in the secondary mortgage
markets. S&T periodically designates specific loan
originations, generally longer-term, lower-yielding
1-4 family mortgages, as held for sale and sells
them to Fannie Mae. The intent of these sales is to
mitigate interest-rate risk associated with holding
long-term residential mortgages in the loan portfolio,
generate fee revenue from servicing, and maintain the
primary customer relationship. During 2003, S&T sold
$83.0 million of 1-4 family mortgages to Fannie Mae
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and currently services $160.3 million of secondary
market loans. Fees and gains from mortgage servicing
activities were $2.0 million in 2003 and $1.7 million in
2002. S&T will continue to sell longer-term loans to
Fannie Mae in the future on a selective basis, especially
during periods of lower interest rates.

Consumer installment loans currently comprise
4% of the loan portfolio. Installment loan decreases
were primarily the result of significantly lower volumes
in the indirect auto loan category and S&T’s strategy
to continue to focus resources toward the origination
of direct installment loans and home equity loans.

The balance of consumer installment loans at
December 31, 2003 was $78.7 million.

Loan underwriting standards for S&T are
established by a formal policy administered by the
S&T Bank Credit Administration Department, and
are subject to the periodic review and approval of the
S&T Board of Directors.

Rates and terms for commercial real estate, equip-
ment loans and commercial lines of credit normally
are negotiated, subject to such variables as economic
conditions, marketability of collateral, credit history of
the borrower and future cash flows. The loan to value
policy guideline for commercial real estate loans is
generally 75%—-80%.

The loan to value policy guideline for residential,
first lien, mortgage loans is 80%. Higher loan to value
loans may be approved with the appropriate private
mortgage insurance coverage. Second lien positions
are sometimes assumed with home equity loans, but
normally only to the extent that the combined credit
exposure for both first and second liens does not
exceed 100% of the loan value.

A variety of unsecured and secured installment
loan and credit card products are offered by S&T. Loan
to value guidelines for direct loans are 90%-100% of
invoice for new automobiles and 80%—90% of National
Automobile Dealer Association (NADA) value for used
automobiles.

S&T continues to pursue quality loans in all
lending categories within our market area in order

to honor our commitment to provide comprehensive
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financial services to our customers. S&T’s loan
portfolio primarily represents loans to businesses and
consumers in our market area of western Pennsylvania
rather than to borrowers in other areas of the country.
S&T has not concentrated its lending activities in any

industry or group.

SECURITY ACTIVITY

Average securities increased $27.0 million in 2003
and $67.3 million in 2002. The largest components

of the 2003 increase included $113.7 million in

U.S. government agency securities, $37.0 million of
states and political subdivisions and $6.4 million in
Federal Home Loan Bank (FHLB) stock. Offsetting
these increases were average decreases of $1.2 million
of U.S. treasury securities, $71.4 million of mortgage-
backed securities, $26.9 million of corporate securities
and $30.6 million of corporate equities. The FHLB
capital stock is a membership and borrowing require-
ment and is acquired and sold at stated value. The
amount of S&T’s investment in FHLB stock depends
upon S&T’s borrowing levels from the FHLB.

The equity securities portfolio is primarily
composed of bank holding companies, as well as
preferred and utility stocks to take advantage of the
dividends-received deduction for corporations. At
December 31, 2003, the equity portfolio had a total
market value of $72.6 million and net unrealized
gains of $30.5 million. The equity securities portfolio
consists of securities traded on the various stock
markets and is subject to changes in market value.

S&T’s policy for security classification includes
U.S. treasuries, U.S. government agencies, mortgage-
backed securities, collateralized mortgage obligations,
municipal securities, corporate securities and
marketable equity securities as available for sale. One
municipal security is classified as held to maturity. On
a quarterly basis, management evaluates the security
portfolios for other than temporary declines in fair
value. During 2003, there were no realized losses
taken on securities deemed to be other than tempo-
rarily impaired. During 2002, $0.7 million of realized
losses were taken on two equity securities deemed to

be other than temporarily impaired. The performance



of the equities and debt securities markets could
generate further impairment in future periods. At
December 31, 2003, net unrealized gains on securities
classified as available for sale, including equity securi-
ties, were approximately $41.5 million as compared to
$40.9 million at December 31, 2002.

NONEARNING ASSETS

Average noninterest earning assets increased

$50.9 million in 2003 and $32.0 million in 2002. The
2003 and 2002 increases are primarily attributable to
the goodwill and other intangibles recorded in the
acquisitions, as well as increases in cash and due from
banks and accrued interest receivable on a higher

earning asset balance.

ALLOWANCE FOR LOAN LoOssEs

The balance in the allowance for loan losses increased
to $31.5 million or 1.50% of total loans at December 31,
2003 as compared to $30.1 million or 1.51% of total
loans at December 31, 2002.

The adequacy of the allowance for loan losses is
determined by management through evaluation of the
loss exposure on individual nonperforming, delinquent
and high-dollar loans; review of economic conditions
and business trends; historical loss experience; and
growth and composition of the loan portfolio, as well
as other relevant factors.

A quantitative analysis is used to support the
adequacy of the allowance for loan losses. This
analysis includes review of the high and low historical
loss rates for loan categories, fluctuations and trends
in the amount of classified loans and economic factors.
Economic factors consider the level of S&T’s historical
losses that have occurred within the credits” economic
life cycle, as well as inherent imprecision in the

evaluation process.

Significant to this analysis is the shift in loan
portfolio composition to an increased mix of commer-
cial loans, excluding the impact of the PFC acquisition.
These loans are generally larger in size, and, due to
our continuing growth, many are new loan relation-
ships. Management relies on its risk-rating process
to monitor trends that may be occurring relative to
commercial loans to assess potential weaknesses
within the credit. Current economic factors and trends
in risk ratings are considered in the determination
and allocation of the allowance for loan losses. During
2003, the risk-rating analysis of the portfolio remained
relatively stable.

Generally all of the allowance was allocated to
the various loan types. An insignificant amount of
unallocated allowance exists at year-end and reflects
the inherent imprecision in loan loss migration models.

Management believes its quantitative analysis and
risk rating process is sufficient to allow it to conclude
that the total allowance for loan losses is adequate to
absorb probable loan losses.

Net loan charge-offs totaled $6.0 million in 2003
and 2002. The balance of nonperforming loans, which
includes nonaccrual loans past due 90 days or more,
at December 31, 2003, was $9.1 million or 0.43% of
total loans. This compares to nonperforming loans of
$5.8 million or 0.29% of total loans at December 31,
2002. The increase is primarily attributable to one
commercial loan in the manufacturing industry totaling
$2.0 million. Other real estate owned increased slightly
by $0.2 million in 2003 to $2.4 million. The most
significant component of other real estate owned is a
manufacturing facility acquired through foreclosure for
$1.6 million. This facility has been adjusted to its lower

of cost or fair value less estimated cost of resale.

2003 2002
Average Average Average Average
Allowance Loan Balance Allowance Loan Balance
Allowance for Loan Losses (in millions) Balance Percentage Balance Percentage
Commercial, mortgage and industrial $ 279 71% $ 26.6 70%
Residential real estate mortgage 0.5 25 0.7 25
Installment 3.0 4 2.7 5
Unallocated 0.1 — 0.1 —
Total $ 31.5 100% $ 30.1 100%
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DePosiITs
Average total deposits increased by $208.6 million
in 2003 and $137.7 million in 2002 (including
$152.3 million and $93.4 million of average deposits
in 2003 and 2002 related to the PFC acquisition). The
mix of average deposits changed in 2003 with time
deposits increasing $35.9 million, money market
accounts and interest-bearing demand deposits
increasing $74.1 million and savings accounts
increasing $33.7 million. Average noninterest-bearing
deposits increased by $64.9 million or 23% in 2003
and were approximately 18% and 16% of average
total deposits during 2003 and 2002, respectively. The
change is attributable to strategic initiatives through
new products, promotions and cash management
services to commercial customers. Total deposits at
December 31, 2003 increased $36.1 million compared
to December 31, 2002.

S&T believes the deposit base is stable and S&T
has the ability to attract new deposits, mitigating a
funding dependency on volatile liabilities. Special
rate deposits of $100,000 and over were 8% and 9%
of total deposits at December 31, 2003 and 2002,
respectively, and primarily represent deposit relation-
ships with local customers in our market area. In
addition, S&T has the ability to access both public and
private markets to raise long-term funding if neces-
sary. At December 31, 2003, there were $8.8 million
of brokered retail certificates of deposit outstanding

compared to $9.6 million at December 31, 2002.

BORROWINGS
Average borrowings increased $120.1 million in
2003 and were composed of securities sold under
repurchase agreements (REPOS), federal funds
purchased and long-term borrowings at the FHLB.
S&T defines REPOS with its retail customers as retail
REPOS; wholesale REPOS are those transacted with
other banks and brokerage firms with terms normally
ranging from one to 14 days.

The average balance in retail REPOS decreased
by $5.2 million in 2003 and $6.1 million in 2002.
S&T views retail REPOS as a relatively stable source
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of funds since most of these accounts are with local,
long-term customers.

Wholesale REPOS and federal funds purchased
averaged $270.0 million in 2003, an increase of
$132.5 million from the 2002 averages. The increase
was made in order to take advantage of low-rate short-
term funds and to better match commercial borrower
shifts into more variable-rate products.

During 2003, average fixed-rate borrowings
decreased $7.2 million. At December 31, 2003,
S&T had long-term borrowings outstanding of
$33.1 million at a fixed rate with the FHLB and
$83.8 million of fixed-rate long-term repurchase
agreement borrowings. The purpose of these
borrowings was to provide matched fundings for
newly originated loans, to mitigate the risk associated
with volatile liability fundings, to take advantage of
lower-cost funds through the FHLB’s Community
Investment Program and to fund stock buy-backs.

During the fourth quarter of 2003, S&T prepaid
$89.3 million of fixed-rate borrowings, with average
maturities of approximately nine months and an
average cost of 6.56%), resulting in a pretax prepay-
ment charge of $3.6 million. The prepayment penalties
are reflected in S&T’s Consolidated Statements of
Income as noninterest expense. The funds were
replaced with short-term borrowings having an average
cost of 1.25%. The expense savings approximated
$0.5 million in 2003 and is expected to approximate
$3.0 million in 2004. The reduction in higher-cost
long-term debt is an asset/liability strategy intended to
mitigate the asset sensitivity position of S&T’s balance

sheet and exposure to declining interest rates.

WEALTH MANAGEMENT ASSETS

The year-end market value balance of the S&T Bank
Wealth Management assets, which are not accounted
for as part of the assets of S&T, increased 21% in

2003 to $1.02 billion from December 31, 2002, with
$774.0 million in Wealth Management Services and
$246.0 million in Brokerage Services. The 2003 increase
is attributable to increased performance in the stock

markets and newly developed business relationships.
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Year Ended December 31, 2003

NET INCOME

Net income was a record $51.8 million or $1.94 per
diluted earnings per share, a 7% increase from the
$48.6 million or $1.81 per diluted earnings per share in
2002. The increase in earnings was primarily the result
of increases in net interest income, improvements in
noninterest income, higher equity security gains and
by slightly lower provision expense, offset by higher
noninterest expenses including the aforementioned
penalty on the prepayment of long-term debt. The
return on average assets was 1.81% for 2003, as
compared to 1.94% for 2002. The return on average
equity was relatively unchanged at 16.23% for 2003,
compared to 16.15% for 2002.

NET INTEREST INCOME

On a fully taxable equivalent basis, net interest income
increased $9.5 million or 10.0% for 2003 compared

to 2002. The net yield on interest-earning assets
decreased to 4.04% in 2003 as compared to 4.13% in
2002. The decline in net interest margin is primarily
due to significant loan refinancing activities and accel-
erated repayments in mortgage-backed securities and
the shift of customer preferences for lower-rate variable
loans during a period of historically low interest rates.
This affect to net interest income was offset through
higher-earning asset volumes and the growth in core
deposits, $1.2 million of prepayment fees collected on
commercial loans and the replacement of some fixed-
rate borrowings with short-term borrowings.

In 2003, average loans increased $275.7 million
and average securities increased $27.0 million. The
yields on average loans decreased by 76 basis points
and the yields on average securities decreased 164
basis points. Overall funding costs decreased 80 basis
points.

Average interest-bearing deposits provided
$143.6 million of the funds for the growth in average
earning assets, at a cost of 1.98% in 2003 as compared
to 2.70% in 2002. The cost of repurchase agreements
and other borrowed funds decreased 119 basis points
t0 2.85%.

Positively affecting net interest income was a
$38.8 million increase in average net free funds.
Average net free funds are the excess of demand
deposits, other noninterest-bearing liabilities and
shareholders’ equity over nonearning assets. Most
of this increase is due to the PFC acquisition and the
successful marketing of new demand accounts and
corporate cash management services.

Maintaining consistent spreads between interest-
earning assets and interest-bearing liabilities is very
significant to S&T’s financial performance because net
interest income comprised 79% of operating revenue
(net interest income plus noninterest income) in
2003. The level and mix of earning assets and funds
are continually monitored by S&T’s Asset Liability
Committee (ALCO) in order to mitigate the interest-
rate sensitivity and liquidity risks of the balance sheet.
A variety of asset/liability management strategies were
successfully implemented, within prescribed ALCO
risk parameters, that enabled S&T to maintain a net

interest margin consistent with historical levels.

PRoOVISION FOR LOAN LOSSES

The provision for loan losses is an amount added to
the allowance against which loan losses are charged.
The provision for loan losses was $7.3 million and

$7.8 million for 2003 and 2002, respectively. The provi-
sion expense is the result of management’s assessment
of economic conditions, credit quality statistics, loan
administration effectiveness and other factors that
would have an impact on probable losses in the loan
portfolio, and the model used for determination of the
adequacy of the allowance for loan losses. Changes

in the provision and allowance for loan losses are
directionally consistent with changes in credit quality
and other economic factors.

Credit quality is the most important factor in
determining the amount of the allowance, and the
resulting provision expense. Also affecting the amount
of the allowance and resulting provision expense is
loan growth and portfolio composition. Most of the

loan growth in 2003 and 2002 is attributable to larger-
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sized commercial loans. Net loan charge-offs totaled
$6.0 million for 2003 and 2002. Included in the 2003
net charge-offs is $2.0 million for a single commercial
loan. Nonperforming loans to total loans increased to
0.43% at December 31, 2003 from 0.29% at December
31, 2002. The remaining balance of that partially
charged-off loan is $2.0 million and is included in
nonperforming loans. Management believes future
business cash flows and/or collateral liquidation will
be sufficient to substantially satisfy the outstanding
balance. Also included in the 2003 net charge-offs are
commercial loans in the food processing, hotel and
automotive sales industries that were considered in
the determination of the prior period allowance for
loan losses. Included in the 2002 net charge-offs is

an additional $1.7 million incurred during the fourth
quarter of 2002 for another commercial real estate loan
and $0.5 million for a loan that was previously placed
in nonperforming status and partially charged off.
The additional 2002 charge was made to reflect the

estimated fair market value decline in the collateral.

NONINTEREST INCOME

Noninterest income, excluding net security gains,
increased $2.5 million or 10% in 2003 compared to
2002. Increases included $0.9 million or 10% in service
charges and fees, a $0.2 million or 11% increase in
letter of credit fees, a $0.8 million or 23% increase in
insurance activities, a $0.3 million or 20% increase

in mortgage banking activities and a $0.3 million or
6% increase in other income. Security gains totaled
$8.1 million in 2003. S&T recognized $9.1 million of
gains on equity securities during 2003 and recognized
losses of $1.0 million on the sale of debt securities.
Security gains were primarily attributable to the sales
of equity securities in order to maximize returns

by taking advantage of market opportunities when
presented and to reduce the price and concentration
risks developing in the equity portfolio as a result of
increasing valuations in the stock market in general
and with financial stocks in particular. The equities
portfolio is composed primarily of bank holding
company common stock. The increase in service

charges on deposit accounts was primarily the result
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of management’s continued effort to implement
reasonable fees for services performed and to manage
closely the collection of these fees, as well as to expand
new cash management relationships.

The increases in letters of credit fees, insurance
and mortgage banking activities were related to higher
activity levels for mortgage banking and insurance.
These areas were the focus of several strategic initia-
tives and product enhancements implemented in order
to expand this source of revenue. Insurance commis-
sions increased $0.8 million from 2002 primarily as
a result of revenue being generated by Evergreen
Insurance Associates, LLC (Evergreen) that was
acquired by S&T on August 1, 2002. Mortgage banking
revenue increased $0.3 million from 2002 as the result
of heavy refinancing activities by mortgage customers
in response to the low—interest-rate environment.
Other fee revenue increases of $0.3 million reflect

normal organization expansion.

NONINTEREST EXPENSE

Noninterest expense increased $8.9 million or 17%

in 2003 compared to 2002. The increase is primarily
attributable to increased employment and benefit
related costs and the aforementioned prepayment
charge on early extinguishment of fixed-rate borrow-
ings totaling $3.6 million. S&T’s efficiency ratio, which
measures noninterest expense as a percent of recurring
noninterest income plus net interest income on a fully
taxable equivalent basis, was 45% in 2003 and 42% in
2002, respectively.

Staff expense increased 15% or $4.2 million in
2003. The increase is primarily attributable to higher
pension and other benefit plan costs, higher staffing
levels required to implement new initiatives in fee-
based business lines and from the Evergreen and PFC
acquisitions. Average full-time equivalent staff was
764 in 2003 and 707 in 2002. Non-acquisition-related
staffing increases are primarily due to expansion of
mortgage banking, wealth management and retail
banking products and services.

S&T’s net periodic defined benefit plan cost is
based primarily on three assumptions: the discount rate

for plan liabilities, the expected return on plan assets



and the rate of compensation increase. Net periodic
pension expense of $1.2 million and $0.6 million was
recorded for S&T’s defined benefit plan for 2003 and
2002, respectively. The increase in expense for 2003
reflects decreases in the discount rate from 7.5% to
7.0%, the assumed rate of compensation increase from
5.0% to 4.0% and the expected rate of return on plan
assets from 9.0% to 8.0% and a decline in the value of
plan assets. Net periodic pension expense is expected
to approximate $0.8 million for the year 2004, assuming
a decrease in the discount rate to 6.25% and no other
significant changes in assumptions.

Occupancy and equipment expense increased 4%
or $0.3 million as compared to 2002. This increase is
primarily attributable to the opening of new offices in
Cranberry, Delmont and Altoona, as well as increased
facilities acquired in the PFC and Evergreen mergers.
Other taxes increased 23% or $0.4 million primarily
due to increased shares tax as a result of the PFC
merger. Data processing increased 14% or $0.4 million
in 2003 as compared to 2002 and is attributable to
the increase in organizational size following the

2002 acquisitions and increases in electronic banking
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services. PFC data processing conversion costs of
$0.2 million were incurred in 2002.

Other expenses decreased 2% or $0.2 million
as compared to 2002. One-time merger expenses of
$0.4 million related to the Evergreen and PFC acquisi-
tions were incurred in 2002. Other expenses also
included a $0.4 million funding of S&T’s Charitable
Foundation in 2003 and $0.3 million in 2002.

FEDERAL INCOME TAXES

Federal income tax expense increased $1.5 million to
$20.9 million in 2003 as compared to 2002. This increase
is primarily attributable to a higher level of taxable
income. The effective tax rate of 29% in 2003 and 28%
in 2002 was below the 35% statutory tax rate due to the
tax benefits resulting from tax-exempt interest, exclud-
able dividend income, the tax benefits associated with
Low Income Housing Tax Credit (LIHTC) and Federal
Historic Tax Credit projects and the defined contribu-
tion retirement plan deduction for dividends paid for
S&T common stock retained in the plan. S&T currently

does not incur any alternative minimum tax.

Year Ended December 31, 2002

NET INCOME

Net income was $48.6 million or $1.81 per diluted
earnings per share, a 3% increase from the

$47.3 million or $1.75 per diluted earnings per share in
2001. The increase in earnings was primarily the result
of increases in net interest income and improvements
in noninterest income offset by increased operating
expenses. The return on average assets was 1.94% for
2002, as compared to 2.03% for 2001. The return on
average equity was relatively unchanged at 16.15% for
2002, compared to 16.19% for 2001.

NET INTEREST INCOME
On a fully taxable equivalent basis, net interest
income increased $4.9 million or 5.0% for 2002

compared to 2001. The net yield on interest-earning

assets remained relatively stable at 4.21% in 2002
as compared to 4.29% in 2001. Contributing to
the improvement in net interest income was a
$186.6 million of non—-merger-related growth

in commercial loans, a $0.5 million decrease in
delinquent interest and the acquisition of PFC.

In 2002, average loans increased $119.1 million,
average securities increased $67.3 million and average
federal funds sold decreased $27.8 million. The yields
on average loans decreased by 129 basis points and the
yields on average securities decreased 335 basis points.
The yields on federal funds declined 260 basis points.
Overall funding costs decreased 136 basis points.

Average interest-bearing deposits provided
$90.1 million of the funds for the growth in average

earning assets, at a cost of 3.61% in 2002 as compared to
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3.96% in 2001. The cost of repurchase agreements and
other borrowed funds decreased 29 basis points to 5.40%.

Positively affecting net interest income was
a $45.7 million increase in average net free funds.
Average net free funds are the excess of demand
deposits, other noninterest-bearing liabilities and
shareholders” equity over nonearning assets. Most
of this increase is due to the PFC acquisition and the
successful marketing of new demand accounts and
corporate cash management services.

Maintaining consistent spreads between interest-
earning assets and interest-bearing liabilities is very
significant to S&T’s financial performance because net
interest income comprised 79% of operating revenue
in 2002. The level and mix of earning assets and
funds are continually monitored by ALCO in order
to mitigate the interest-rate sensitivity and liquidity
risks of the balance sheet. A variety of asset/liability
management strategies were successfully imple-
mented, within prescribed ALCO risk parameters,
that enabled S&T to maintain a net interest margin

consistent with historical levels.

PrRovisiON FOR LOAN LOSSES
The provision for loan losses is an amount added to
the allowance against which loan losses are charged.
The provision for loan losses was $7.8 million and
$5.0 million for 2002 and 2001, respectively. The provi-
sion expense is the result of management’s assessment
of economic conditions, credit quality statistics, loan
administration effectiveness and other factors that
would have an impact on probable losses in the loan
portfolio, and the model used for determination of the
adequacy of the allowance for loan losses. Changes
in the provision and allowance for loan losses are
directionally consistent with changes in credit quality
and other economic factors.

Credit quality is the most important factor in
determining the amount of the allowance, and the

resulting provision expense. Nonperforming loans to
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total loans decreased to 0.29% at December 31, 2002
from 0.50% at December 31, 2001. Also affecting

the amount of the allowance and resulting provision
expense is loan growth and portfolio composition.
Most of the loan growth in 2002 and 2001 is attribut-
able to larger-sized commercial loans.

Net loan charge-offs totaled $6.0 million for 2002
compared to $5.5 million for 2001. Included in net
charge-offs is $1.7 million incurred during the fourth
quarter of 2002 for a commercial real estate loan and
$0.5 million for a loan that was previously placed into
nonperforming status and partially charged off. The
additional charge was made to reflect the estimated
fair market value decline in the collateral during this

period of economic recession.

NONINTEREST INCOME
Noninterest income, excluding net security gains,
increased $4.1 million or 19% in 2002 compared
to 2001. Increases included $1.1 million or 15%
in service charges and fees, a $0.4 million or 9%
increase in wealth management fees, a $0.2 million
or 11% increase in letter of credit fees, a $1.1 million
or 45% increase in insurance activities, a $0.6 million
or 59% increase in mortgage banking activities and a
$0.7 million or 16% increase in other income. Security
gains totaled $7.1 million in 2002. S&T recognized
$7.5 million of gains on equity securities during 2001.
Equity security gains of $0.8 million in 2002 is attrib-
utable to several bank mergers. The remaining security
gains were primarily attributable to the sales of equity
securities in order to maximize returns by taking
advantage of market opportunities when presented.

The increase in service charges on deposit
accounts was primarily the result of management’s
continued effort to implement reasonable fees for
services performed and to manage closely the collec-
tion of these fees, as well as expanding new cash
management relationships.

The $0.4 million increase in wealth management
fees was the result of better performance in brokerage

and annuity activities during 2002.



The $1.1 million increase in insurance activities
was related to higher activity levels for insurance
products and services, as well as a result of revenue
being generated by Evergreen, which was acquired by
S&T on August 1, 2002. Mortgage banking revenue
increased $0.6 million from 2001 as the result of
heavy refinancing activities by mortgage customers in
response to the low—interest-rate environment. These
areas were the focus of several strategic initiatives
and product enhancements implemented in order
to expand this source of revenue. Other fee revenue
increases of $0.7 million are normal and reflect

organization expansion.

NONINTEREST EXPENSE
Noninterest expense increased $1.9 million or 4%
in 2002 compared to 2001. The increase is primarily
attributable to increased employment and other
expenses as a result of the addition of new employees
to start-up several new strategic initiatives, the insur-
ance and bank acquisitions, and the one-time merger
costs of $0.6 million for the PFC acquisition, and
is offset by a prepayment charge of $2.9 million on
the early extinguishment of fixed-rate debt in 2001.
S&T’s efficiency ratio, which measures noninterest
expense as a percent of recurring noninterest income
plus net interest income on a fully taxable equivalent
basis, was 42% and 41% in 2002 and 2001, respectively.
Staff expense increased 9% or $2.3 million in
2002. The increase is primarily attributable to higher
medical and pension costs, higher staffing levels
required to implement new initiatives in fee-based
business lines and from the Evergreen and PFC acqui-
sitions. Average full-time equivalent staff was 707 in
2002 and 675 in 2001. Non—-acquisition-related staffing
increases are primarily due to expansion of mortgage
banking, brokerage, wealth management and retail

banking functions.

S&T’s net periodic defined benefit plan cost
is based primarily on three assumptions: the discount
rate for plan liabilities, the expected return on
plan assets and the rate of compensation increase.
Net periodic pension expense of $582,000 and $6,000
was recorded for S&T’s defined benefit plan for 2002
and 2001, respectively. The increase in expense for
2002 is primarily attributable to a decline in the value
of plan assets.

Occupancy and equipment expense increased
8% or $0.5 million as compared to 2001. This increase
is primarily attributable to the opening of a new
wealth management office in downtown Pittsburgh
and increased facilities acquired in the PFC and
Evergreen mergers. Data processing increased 15%
or $0.4 million in 2002 as compared to 2001 and is
attributable to $0.2 million in conversion costs relating
to the PFC acquisition and increases in electronic
banking services.

Other expenses increased 18% or $1.6 million
as compared to 2001. The increase reflects normal
changes due to increased activity levels with the
insurance and bank acquisitions and $0.4 million of
one-time merger expenses related to the Evergreen
and PFC acquisitions. Other expense increases
included a $0.3 million funding of S&T’s Charitable
Foundation; the remaining increases were not
significant and reflect normal changes due to activity
increases, organization expansion and fee increases

from vendors.

FEDERAL INCOME TAXES

Federal income tax expense increased $0.3 million to
$19.4 million in 2002 as compared to 2001. The 2002
effective tax rate of 28% was below the 35% statu-
tory tax rate due to the tax benefits resulting from
tax-exempt interest, excludable dividend income, the
tax benefits associated with Low Income Housing
Tax Credit (LIHTC) and Federal Historic Tax Credit
projects and the new defined contribution retirement
plan deduction. S&T currently does not incur any

alternative minimum tax.
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LiQuIDITY AND INTEREST-RATE SENSITIVITY

Liquidity refers to the ability to satisfy the financial
needs of depositors who want to withdraw funds or of
borrowers needing access to funds to meet their credit
needs. Interest-rate sensitivity management seeks to
avoid fluctuating net interest margins and to enhance
net interest income through periods of changing
interest rates. ALCO is responsible for establishing and
monitoring the liquidity and interest-rate sensitivity
guidelines, procedures and policies.

The principal sources of asset liquidity are cash
and due from banks, interest-earning deposits with
banks, federal funds, investment securities that mature
in one year or less and securities available for sale.

At December 31, 2003, the total of such assets was
approximately $663.6 million or 23% of consolidated
assets. While much more difficult to quantify,
liability liquidity is further enhanced by a stable core
deposit base, access to credit lines at other financial
institutions and S&T’s ability to renew maturing
deposits. Certificates of deposit in denominations

of $100,000 or more represented 8% of deposits at
December 31, 2003 and were outstanding primarily to
local customers. S&T’s ability to attract deposits and
borrow funds depends primarily on continued rate
competitiveness, profitability, capitalization and overall
financial condition.

Beyond the issue of having sufficient sources to
fund unexpected credit demands or deposit with-
drawals, liquidity management also is an important
factor in monitoring and managing interest-rate
sensitivity issues through ALCO. Through forecast and
simulation models, ALCO is also able to project future
funding needs and develop strategies for acquiring
funds at a reasonable cost.

ALCO uses a variety of measurements to monitor
the liquidity position of S&T. These include liquidity
gap, liquidity forecast, net loans and standby letters of
credit to assets, net loans to deposits and net non-core
funding dependence ratio.

Because the assets and liabilities of S&T are
primarily monetary in nature, the presentation

and analysis of cash flows in formats prescribed by
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accounting principles generally accepted in the United
States are less meaningful for managing bank liquidity
than for non-financial companies. Funds are typi-
cally provided from current earnings, maturity and
sales of securities available for sale, loan repayments,
deposits and borrowings. The primary uses of funds
include new loans, repayment of borrowings, the
purchase of securities and dividends to shareholders.
The level and mix of sources and uses of funds are
constantly monitored and adjusted by ALCO in order
to maintain credit, liquidity and interest-rate risks
within prescribed policy guidelines while maximizing
earnings.

ALCO monitors and manages interest-rate sensi-
tivity through gap, simulation and duration analyses
in order to avoid unacceptable earnings fluctuations
due to interest-rate changes. S&T’s gap model includes
certain management assumptions based upon past
experience and the expected behavior of customers
during various assumed interest-rate scenarios. The
assumptions include principal prepayments for mort-
gages, installment loans and CMOs, and classifying
the demand, savings and money market balances by
degree of interest-rate sensitivity. Utilizing the above
assumptions at December 31, 2003 results in ratios of
interest-rate sensitive assets to interest-rate sensitive
liabilities for the six- and 12-month intervals of 1.03%
and 1.07%, respectively. Assuming immediate repric-
ings for interest-bearing demand, savings and money
market accounts, these ratios would be 0.80% and
0.90%, respectively.

In addition to the gap analysis, S&T performs an
earnings sensitivity analysis to identify more dynamic
interest-rate risk exposures. An earnings simulation
model is used to estimate the effect that specific
interest-rate changes would have on 12 months of
pretax earnings. The model incorporates management
assumptions regarding the level of interest rate or
balance changes on indeterminate maturity deposit
products (savings, money market, NOW and demand
deposits) for a given level of market-rate changes.

These assumptions have been developed through a



combination of historical analysis and future expected
pricing behavior. Derivative financial instruments

are included in this process. Interest-rate caps and
floors on all products are included to the extent that
they become effective in the 12-month simulation
period. Also, changes in prepayment behavior of the
residential mortgage portfolio in each rate environment
are captured using management estimates. Finally, the
impact of planned growth and anticipated new business
activities is factored into the simulation model.

S&T’s policy objective is to limit the change in
annual pretax earnings to $3.3 million from an imme-
diate and sustained parallel change in interest rates
of 200 basis points. Due to unusually low short-term
interest rates, which include federal funds at 1.00%, the
2003 earnings sensitivity analysis does not assume a
parallel change in interest rates in the 200 basis points
rate reduction scenarios for financial instruments
having a repricing term of less than three years. As of
December 31, 2003 and 2002, respectively, S&T had

the following estimated earnings sensitivity profile:

Immediate
Change in Rates
(in millions) +200bp -200bp
2003 Pretax earnings change $ 34 $(3.6)
2002 Pretax earnings change 2.6 (1.9)

Results of the gradual simulation model, showing
changes from current rates by 200 basis points again
taking into consideration the current position of
short-term interest rates, over a 12-month period as of
December 31, 2003 and 2002 are presented below.

Gradual

Change in Rates
(in millions) +200bp -200bp
2003 Pretax earnings change $17 $(0.7)
2002 Pretax earnings change 1.8 (1.6)

CAPITAL RESOURCES

Shareholders’ equity increased $26.6 million at
December 31, 2003 compared to December 31, 2002.
The primary source of equity growth for S&T is
earnings retention. Hence, capital growth is a function
of net income less dividends paid to shareholders and

treasury stock activities.

Net income was $51.8 million and dividends paid
to shareholders were $26.7 million for 2003. S&T paid
52% of 2003 net income in dividends, equating to an
annual dividend rate of $1.02 per share. Also affecting
capital was an increase of $0.7 million in unrealized
gains on securities available for sale. During 2003,
S&T repurchased 266,504 shares of its common stock
at an average price of $25.76 per share and reissued
334,306 shares primarily through the exercise of
employee stock options. The repurchase of up to
one million shares in 2003 was authorized by the S&T
Board of Directors. In December 2003, this authoriza-
tion was extended for 2004 for repurchase of up to
one million shares or approximately 4% of shares
outstanding.

The book value of S&T’s common stock increased
8.5% from $11.51 at December 31, 2002 to $12.48 at
December 31, 2003, primarily due to earnings retention.

S&T continues to maintain a strong capital
position with a leverage ratio of 9.2% as compared to
the 2003 minimum regulatory guideline of 3%. S&T’s
risk-based capital Tier 1 and Total ratios were 10.6%
and 12.4%, respectively, at December 31, 2003, which
places S&T well above the Federal Reserve Board’s
risk-based capital guidelines of 4% and 8% for Tier
1 and Total capital. Included in the total ratio is 45%
of the pretax unrealized holding gains on available
for sale equity securities as prescribed by banking
regulations effective October 1, 1998. In addition,
management believes that S&T has the ability to raise
additional capital if necessary.

During 2003, S&T filed a registration statement
on Form S-3 under the Securities Act of 1933 with
the Securities and Exchange Commission for the
issuance of up to $150.0 million of a variety of securi-
ties, including debt and capital securities, preferred
and common stock and warrants. S&T can use the
proceeds from the sale of any securities for general
corporate purposes, which could include invest-
ments at the holding company level, investing in, or
extending credit to, its subsidiaries, possible acquisi-
tions and stock repurchases. As of December 31, 2003,

S&T had not utilized the shelf registration statement.
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In April 1993, shareholders approved the S&T
Incentive Stock Plan (Stock Plan) authorizing the
issuance of a maximum of 1.2 million shares of S&T’s
common stock to assist in attracting and retaining
employees of outstanding ability and to align their
interests with those of the shareholders of S&T.

On October 17, 1994, the Stock Plan was amended to
include outside directors. On April 21, 1997, share-
holders approved an amendment to the plan increasing
the number of authorized shares to 3.2 million. As

of December 31, 2002, 3,181,822 nonstatutory stock
options and 35,600 restricted stock awards had been
granted to key employees and outside directors under
the Stock Plan; 1,580,322 of these awards are currently
exercisable. In April 2003, shareholders approved the
2003 S&T Incentive Stock Plan (2003 Stock Plan)
authorizing the issuance of 1.5 million shares, subject
to capital adjustments as provided in the 2003 Stock
Plan. The purpose of the 2003 Stock Plan is to promote

the long-term interests of S&T and its shareholders

by attracting and retaining directors, officers and key
employees. S&T believes that directors, officers and
employees who own shares of its common stock will
have a closer identification with S&T and a greater
motivation to work for S&T’s success, because, as
shareholders, they will participate in S&T’s growth
and earnings. As of December 31, 2003, 350,300
nonstatutory stock options had been granted under the
2003 Stock Plan to employees and directors; none of

these awards are currently exercisable.

CONTRACTUAL OBLIGATIONS

S&T has various financial obligations, including
contractual obligations and commitments, that may
require future cash payments. The following table
presents as of December 31, 2003, significant fixed and
determinable contractual obligations to third parties

by payment date:

Payments Due In

One Year One to Three to Over
or Less Three Years Five Years Five Years Total
(dollars in thousands)
Deposits without a stated maturity? $ 1,148,396 $ — $ — $ — $ 1,148,396
Time deposits! 374,174 283,108 132,943 23,632 813,857
Federal funds purchased and securities sold
under repurchase agreements! 161,370 — — — 161,370
Long-term borrowing51 5,000 83,815 10,000 18,118 116,933
Operating leases 870 1,176 492 38 2,576
Purchase obligations 1,200 2,400 2,400 2,300 8,300

(1) Excludes interest

S&T’s operating lease obligations represent short-
term lease arrangements as described in Note G to the
consolidated financial statements. Purchase obliga-
tions represent obligations under agreement with
Metavante, S&T’s third-party data processing servicer,
for operational services outsourced.

S&T has one interest-rate swap with a notional
value totaling $25.0 million and a positive fair value
of $0.6 million, paying a variable rate and receiving a
fixed rate as described in Note A to the consolidated
financial statements. The interest-rate swap matures
on March 7, 2005.

S&T, in the normal course of business, commits
to extend credit and issue standby letters of credit.
The obligations are not recorded in S&T’s financial

statements. Loan commitments and standby letters
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of credit are subject to S&T’s normal credit under-
writing policies and procedures and generally require
collateral based upon management’s evaluation of
each customer’s financial condition and ability to
satisfy completely the terms of the agreement. S&T’s
exposure to credit loss in the event the customer does
not satisfy the terms of the agreement equals the
notional amount of the obligation less the value of any
collateral. Unfunded commercial loan commitments
totaled $467,166,000 and $411,286,000 at December
31, 2003 and 2002, respectively. Unfunded other loan
commitments totaled $118,256,000 and $102,599,000
at December 31, 2003 and 2002, respectively; and
obligations under standby letters of credit totaled
$223,888,000 and $210,760,000 at December 31, 2003
and 2002, respectively.



REGULATORY MATTERS

S&T and S&T Bank are subject to periodic examina-
tions by one or more of the various regulatory agencies.
During 2003, an examination was conducted by

the Federal Deposit Insurance Corporation (FDIC).
This examination included, but was not limited to,
procedures designed to review lending practices, credit
quality, liquidity, operations and capital adequacy of
S&T and its subsidiaries. No comments were received
from the FDIC that would have a material effect on
S&T’s liquidity, capital resources or operations. S&T’s
current capital position and results of regulatory
examination allow it to pay the lowest possible rate for

FDIC deposit insurance.

CRITICAL ACCOUNTING PoLICIES
AND JUDGMENTS

S&T has established various accounting policies

that govern the application of accounting principles
generally accepted in the United States in the
preparation of its consolidated financial statements.
The most significant of these policies are described

in Note A— Accounting Policies. Certain of these
policies require numerous estimates and strategic

or economic assumptions that may prove inaccurate
or subject to variations and may significantly affect
S&T’s reported results and financial position for the
period or in future periods. Changes in underlying
factors, assumptions or estimates in any of these areas
could have a material impact on S&T’s future financial

condition and results of operations.

Securities

Securities are reported at cost adjusted for premiums
and discounts and are recognized in interest income
using the interest method over the period to maturity.
Declines in fair value of individual securities below
their amortized cost and that are other than temporary
will be written down to current market value and
included in earnings as realized losses. Management
systematically evaluates securities for other than
temporary declines in fair value on a quarterly basis. If
the financial markets experience deterioration, addi-

tional charges to income could occur in future periods.

Allowance for Loan Losses

Determination of an adequate allowance for loan
losses is inherently subjective, as it requires estima-
tions of occurrence of future events as well as timing
of such events.

The allowance for loan losses is increased by
charges to income and decreased by charge-offs (net of
recoveries). S&T’s periodic evaluation of the adequacy
of the allowance for loan losses is determined by
management through evaluation of the loss exposure
on individual nonperforming, delinquent and high-
dollar loans; review of economic conditions and
business trends; historical loss experience; and growth
and composition of the loan portfolio, as well as other
relevant factors.

A quantitative analysis is utilized to support
the adequacy of the allowance for loan losses. This
analysis includes review of the historical loss rates for
loan categories, fluctuations and trends in the amount
of classified loans and economic factors. Economic
factors consider the level of S&T’s historical losses that
have occurred within the credits” economic life cycle.

Significant to this analysis is the shift in loan
portfolio composition to an increased mix of commer-
cial loans. These loans are generally larger in size,
and, due to our continuing growth, many are new loan
relationships. Management relies on its risk-rating
process to monitor trends that may be occurring
relative to commercial loans to assess potential weak-
nesses within the credit. Current economic factors and
trends in risk ratings are considered in the determina-
tion and allocation of the allowance for loan losses.
During 2003, the risk-rating analysis of the portfolio
remained relatively stable.

The allowance for loan losses at December 31,
2003 includes $27.9 million or 89% of the allowance
allocated to commercial, mortgage and industrial loans.
The ability for customers to repay commercial loans
is more dependent upon the success of their business,
continuing income and general economic conditions.
Accordingly, the risk of loss is higher on such loans than
on residential real estate loans, which generally incur
fewer losses at origination in the event of foreclosure as

the collateral value typically exceeds the loan amounts.
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Goodwill and Other Intangible Assets

S&T has $3.2 million of core deposit intangible assets
subject to amortization and $48.0 million in goodwill,
which is not subject to periodic amortization. S&T
determined the amount of identifiable intangible
assets based upon an independent core deposit
analysis and insurance contract analysis.

Goodwill arising from business combinations
represents the value attributable to unidentifiable
intangible elements in the business acquired. S&T’s
goodwill relates to value inherent in the banking
business and the value is dependent upon S&T’s ability
to provide quality, cost-effective services in the face
of free competition from other market participants on
a regional basis. This ability relies upon continuing
investments in processing systems, the development
of value-added service features and the ease of use of
S&T’s services. As such, goodwill value is supported
ultimately by revenue that is driven by the volume of
business transacted. A decline in earnings as a result
of a lack of growth or the inability to deliver cost-
effective services over sustained periods can lead to
impairment of goodwill, which could adversely impact
earnings in future periods. An annual evaluation of
goodwill for impairment is performed by S&T. The fair
value of S&T and the implied fair value of goodwill at
the respective reporting unit level are estimated using
industry comparable information. S&T has concluded
that the recorded value of goodwill was not impaired

as a result of the evaluation.

INFLATION

Management is aware of the significant effect infla-
tion has on interest rates and can have on financial
performance. S&T’s ability to cope with this is best
determined by analyzing its capability to respond

to changing interest rates and its ability to manage
noninterest income and expense. S&T monitors its mix
of interest-rate sensitive assets and liabilities through
ALCO in order to reduce the impact of inflation on net
interest income. Management also controls the effects
of inflation by reviewing the prices of its products and
services, by introducing new products and services and

by controlling overhead expenses.
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BusiNEss UNCERTAINTIES
There are many uncertainties regarding the economy
as we enter 2004. S&T strives to be well-positioned
for changes in both the economy and interest rates,
regardless of the timing or direction of these changes.
The balance sheet, capital, liquidity and operations
infrastructure are continually assessed in order to be
positioned to take advantage of internal or acquisition
growth opportunities.

There are many factors that could influence
our results, both positively and negatively, in 2004.
Because the majority of revenue comes from the net
interest margin, internally generated loan and deposit
growth and the mix of that growth are major factors.
S&T has directed a fair amount of focus and resources
in planning for this year to improve the generation
and retention of low-cost core deposits. On the other
hand, a slowing economy could cause deterioration
in the asset quality measurements; we recognize
that the shift to a greater dependence on commercial
loans in recent years exposes S&T to larger credit
risks and greater swings in nonperforming loans
and charge-offs when problems do occur. However,
because of S&T’s adequate allowance for loan losses,
earnings strength and strong capitalization, as well
as the strength of other businesses in our market
area, management does not expect a decline in S&T’s
ability to satisfactorily perform if further decline in our

economy occurs.

“SAFE HARBOR” STATEMENT UNDER THE
PRIVATE SECURITIES LITIGATION REFORM
AcT OoF 1995

The statements in this Annual Report, which are not
historical fact, are forward-looking statements that
involve risks and uncertainties, including, but not
limited to, the interest-rate environment, the effect

of federal and state banking and tax regulations, the
effect of economic conditions, the impact of competi-
tive products and pricings, and other risks detailed

in S&T’s Annual Report on Form 10-K for the year
ended December 31, 2003 filed with the Securities and

Exchange Commission.



CONSOLIDATED BALANCE SHEETS

S&T Bancorp, Inc. and Subsidiaries

December 31 2003 2002
(dollars in thousands, except per share data)
ASSETS
Cash and due from banks $ 52,361 $ 50,258
Securities:

Available for sale 610,818 640,783

Held to maturity (market value $268

in 2003 and $384 in 2002) 265 381

Total Securities 611,083 641,164
Loans, net of allowance for loan losses

of $31,478 in 2003 and $30,138 in 2002 2,069,142 1,968,755
Premises and equipment 23,037 23,232
Goodwill 48,021 48,436
Other intangibles 5,455 5,891
Other assets 91,173 86,131
Total Assets $ 2,900,272 $ 2,823,867
LIABILITIES
Deposits:

Noninterest-bearing $ 382,364 $ 330,160

Interest-bearing 1,579,889 1,595,959
Total Deposits 1,962,253 1,926,119
Securities sold under repurchase agreements 161,370 162,513
Long-term borrowings 116,933 211,693
Federal funds purchased 270,650 156,875
Other liabilities 56,348 60,553
Total Liabilities 2,567,554 2,517,753
SHAREHOLDERS’ EQuUITY
Preferred stock, without par value, 10,000,000

shares authorized and none outstanding — —
Common stock ($2.50 par value)

Authorized—50,000,000 shares in 2003 and 2002

Issued—29,714,038 shares in 2003 and 2002 74,285 74,285
Additional paid-in capital 22,386 21,673
Retained earnings 271,699 246,920
Accumulated other comprehensive income 27,185 26,499
Treasury stock (3,061,627 shares in 2003

and 3,129,429 shares in 2002, at cost) (62,837) (63,263)
Total Shareholders’” Equity 332,718 306,114

Total Liabilities and Shareholders” Equity

$ 2,900,272

$ 2,823,867

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF INCOME

S&T Bancorp, Inc. and Subsidiaries

Year Ended December 31 2003 2002 2001

(dollars in thousands, except per share data)

INTEREST INCOME

Loans, including fees $ 124,894 $ 121,533 $ 134,552
Federal funds sold — 3 1,215
Investment Securities:
Taxable 21,926 25,321 26,352
Tax-exempt 1,762 730 567
Dividends 2,878 3,573 4,016
Total Interest Income 151,460 151,160 166,702

INTEREST EXPENSE

Deposits 31,218 38,697 53,176
Securities sold under repurchase agreements 1,567 1,690 2,268
Federal funds purchased 2,340 1,401 187
Long-term borrowings 11,941 14,512 21,082
Total Interest Expense 47,066 56,300 76,713
NET INTEREST INCOME 104,394 94,860 89,989
Provision for loan losses 7,300 7,800 5,000
Net Interest Income After Provision for Loan Losses 97,094 87,060 84,989

NONINTEREST INCOME

Security gains, net 8,058 7,070 9,690
Service charges on deposit accounts 9,252 8,401 7,300
Wealth management fees 5,410 5,372 4,944
Letter of credit fees 2,065 1,866 1,688
Insurance 4,277 3,469 2,390
Mortgage banking 1,989 1,653 1,039
Other 5,153 4,849 4,179
Total Noninterest Income 36,204 32,680 31,230

NONINTEREST EXPENSE

Salaries and employee benefits 31,545 27,368 25,098
Occupancy, net 3,981 3,568 3,154
Furniture and equipment 2,826 2,949 2,898
Other taxes 2,345 1,911 1,728
Data processing 3,466 3,039 2,632
Marketing 2,026 2,064 1,892
Amortization of intangibles 347 169 447
FDIC assessment 305 289 287
Loss on early extinguishment of debt 3,591 — 2,903
Other 10,226 10,409 8,836
Total Noninterest Expense 60,658 51,766 49,875
Income Before Taxes 72,640 67,974 66,344
Applicable Income Taxes 20,863 19,370 19,046
Net Income $ 51,777 $ 48,604 $ 47,298

EARNINGS PER COMMON SHARE:

Net Income—Basic $ 1.96 $ 1.83 $ 1.76
Net Income— Diluted 1.94 1.81 1.75

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

S&T Bancorp, Inc. and Subsidiaries

Comprehensive
Income

Common
Stock

Additional
Paid-in
Capital

Accumulated

Other

Retained Comprehensive
Earnings Income

Treasury
Stock

(dollars in thousands, except per share data)

Balance at January 1, 2001

Net income for 2001 $ 47,298
Other comprehensive income, net of tax:
Unrealized gains on securities of $7,928 net of
reclassification adjustment for gains included
in net income of $6,983 945

Comprehensive Income $ 48,243

Cash dividends declared ($0.92 per share)

Treasury stock acquired (417,505 shares)

Treasury stock issued for stock options exercised
(116,272 shares)

Tax benefit from nonstatutory stock options exercised

$ 74,285

$21,028

(269)
292

$201,435 $32,502

47,298

945

(24,689)

$(52,153)

(9,574)

2,227

Balance at December 31, 2001

Net income for 2002 $ 48,604
Other comprehensive income, net of tax:
Unrealized losses on securities of $1,754 net of
reclassification adjustment for gains included
in net income of $5,194 (6,948)

Comprehensive Income $ 41,656

Cash dividends declared ($0.97 per share)

Treasury stock acquired (333,000 shares)

Treasury stock issued for stock options exercised
(235,830 shares)

Treasury stock issued for restricted stock
(35,600 shares)

Recognition of restricted stock compensation
expense

Tax benefit from nonstatutory stock options exercised

$ 74,285

$ 21,051

(940)

1,562

$224,044 $ 33,447

48,604

(6,948)

(25,728)

$(59,500)

(8,848)
4118
947

20

Balance at December 31, 2002

Net income for 2003 $ 51,777
Other comprehensive income, net of tax:
Unrealized gains on securities of $5,609 net of
reclassification adjustment for gains included
in net income of $4,923 686

Comprehensive Income $ 52,463

Cash dividends declared ($1.02 per share)

Treasury stock acquired (266,504 shares)

Treasury stock issued for stock options exercised
(334,306 shares)

Recognition of restricted stock compensation
expense

Tax benefit from nonstatutory stock options exercised

$ 74,285

$21,673

(524)

1,237

$246,920 $ 26,499

51,777

686

(26,998)

$(63,263)

(6,866)
6,812

480

Balance at December 31, 2003

$ 74,285

$ 22,386

$271,699 $27,185

$(62,837)

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CAsSH FLows

S&T Bancorp, Inc. and Subsidiaries

Year Ended December 31 2003 2002 2001

(dollars in thousands)

OPERATING ACTIVITIES

Net Income $ 51,777 $ 48,604 $ 47,298
Adjustments to reconcile net income to net cash provided by
operating activities:

Provision for loan losses 7,300 7,800 5,000
Provision for depreciation and amortization 2,826 2,647 2,865
Net amortization of investment security premiums 3,144 2,092 751
Net accretion of loans and deposit discounts — (179) (202)
Securities gains, net (8,058) (7,070) (9,690)
Deferred income taxes (1,844) (1,574) (1,556)
Tax benefit from nonstatutory stock options exercised 1,237 1,562 292
Mortgage loans originated for sale (82,066) (73,782) (32,028)
Proceeds from the sale of loans 83,655 74,562 32,614
Decrease (increase) in interest receivable 258 (436) 2,344
(Decrease) increase in interest payable (597) 124 (2,293)
Increase in other assets (3,994) (14,804) (5,319)
(Decrease) increase in other liabilities (2,804) 12,317 2,536
Net Cash Provided by Operating Activities 50,834 51,863 42,612
INVESTING ACTIVITIES
Net decrease (increase) in interest-earning deposits with banks 13 (113) —
Net decrease in federal funds sold — — 6,605
Proceeds from maturities of investment securities 116 6,435 6,390
Proceeds from maturities of securities available for sale 215,005 110,697 268,338
Proceeds from sales of securities available for sale 64,408 134,249 94,202
Purchases of securities available for sale (243,889) (247,277) (362,895)
Net increase in loans (109,276) (123,124) (43,598)
Net cash paid in acquisition — (47,187) —
Purchases of premises and equipment (2,284) (4,328) (3,410)
Net Cash Used in Investing Activities (75,907) (170,648) (34,368)
FINANCING ACTIVITIES
Net increase in demand, NOW, MMI and savings deposits 49,841 69,560 53,580
Net (decrease) increase in certificates of deposit (13,708) (50,185) 32,404
Net increase in federal funds purchased 113,775 104,430 52,445
Net (decrease) increase in repurchase agreements (1,143) 62,676 19,151
Proceeds from long-term borrowings 55,540 25,000 —
Repayments of long-term borrowings (150,305) (64,570) (124,885)
Net treasury stock activity (98) (4,703) (7,616)
Cash dividends paid to shareholders (26,726) (25,948) (24,205)
Net Cash Provided by Financing Activities 27,176 116,260 874
Increase (decrease) in Cash and Cash Equivalents 2,103 (2,525) 9,118
Cash and Cash Equivalents at Beginning of Year 50,258 52,783 43,665
Cash and Cash Equivalents at End of Year $ 52,361 $ 50,258 $ 52,783

See Notes to Consolidated Financial Statements
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NOTEs TO CONSOLIDATED FINANCIAL STATEMENTS

S&T Bancorp, Inc. and Subsidiaries

NoTE A

Accounting Policies

The financial statements of S&T Bancorp, Inc. and
subsidiaries (S&T) have been prepared in accordance
with accounting principles generally accepted in the
United States. In preparing the financial statements,
management is required to make estimates and
assumptions that affect the reported amounts of assets
and liabilities as of the date of the balance sheet and
revenues and expenses for the period. Actual results
could differ from those estimates. The more significant

accounting policies are described below.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the
accounts of S&T and its wholly owned subsidiaries.
All significant intercompany transactions have been
eliminated in consolidation. Investments of 20%—-50%
of the outstanding common stock of investees are
accounted for using the equity method of accounting.
S&T operates within one business segment, commu-
nity banking, providing a full range of services to

individual and corporate customers.

SECURITIES

Management determines the appropriate classification
of securities at the time of purchase. If management
has the intent and S&T has the ability, at the time of
purchase, to hold securities until maturity, they are
classified as held to maturity and are stated at cost
adjusted for amortization of premiums and accre-
tion of discounts. Securities to be held for indefinite
periods of time are classified as available for sale
and are recorded at market value, and unrealized
gains and losses on these securities, net of related
deferred income taxes, are reported in accumulated
other comprehensive income. Gains or losses on the
disposition of securities are based on the specific
identification method. S&T does not engage in any

securities trading activity.

Management systematically evaluates securi-
ties for other than temporary declines in fair value.
Securities for which declines in fair value are deemed
to be other than temporary are written down to
current market value and the resultant changes

included in earnings as realized losses.

LoANs
Interest on loans is accrued and credited to operations
based on the principal amount outstanding. Accretion
of discounts and amortization of premiums on loans
are included in interest income. Loan origination
fees and direct loan origination costs are deferred
and amortized as an adjustment of loan yield over
the respective lives of the loans. Loans are placed on
nonaccrual and interest is discontinued generally when
interest and principal are 90 days or more past due.
Impaired loans are defined by management as
commercial and commercial real estate loans for which
it is probable that S&T will not be able to collect all
amounts due according to the contractual terms of
the loan agreement. Residential real estate mortgages
and consumer installment loans are large groups of
smaller balance homogenous loans and are separately
measured for impairment. Factors considered by
management in determining impairment include
payment status and underlying collateral value. All
impaired loans are classified as substandard for risk
classification purposes. Impaired loans are charged
off, to the estimated value of collateral associated
with the loan, when management believes principal
and interest are deemed uncollectible. The accrual of
interest on impaired and nonaccrual loans is discon-
tinued when, in management’s opinion, the borrower
may be unable to meet the payments as they become
due. When interest accrual is discontinued, all unpaid
accrued interest is reversed against interest income.
Interest income is subsequently recognized only to the

extent that cash payments are received.
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The allowance for loan losses is established
through provisions for loan losses charged against
income. Loans considered to be uncollectible are
charged against the allowance, and recoveries, if any,
are credited to the allowance. The adequacy of the
allowance for loan losses is determined by manage-
ment through evaluation of the loss exposure on
individual nonperforming, delinquent and high-dollar
loans; review of economic conditions and business
trends; historical loss experience; and growth and
composition of the loan portfolio, as well as other
relevant factors.

A quantitative analysis is utilized to support
the adequacy of the allowance for loan losses. This
analysis includes review of the high and low historical
charge-off rates for loan categories, fluctuations and
trends in the amount of classified loans and economic
factors. Economic factors consider the level of S&T’s
historical loss experience during the credits” economic
life cycle, as well as the inherent imprecision in the
estimation process.

Significant to this analysis is the shift in loan
portfolio composition to an increased mix of commer-
cial loans, excluding the impact of the PFC acquisition.
These loans are generally larger in size, and, due to
our continuing growth, many are new loan relation-
ships. Management relies on its risk-rating process
to monitor trends that may be occurring relative to
commercial loans to assess potential weaknesses
within the credit. Current economic factors and trends
in risk ratings are considered in the determination and
allocation of the allowance for loan losses.

S&T believes its quantitative analysis and risk-
rating process, which serves as the primary basis
for assessing the adequacy of the allowance for loan
losses, is sufficient to allow it to conclude that the
total allowance for loan 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 residential
loans originated for sale in the secondary market

and carried at lower of cost or market, determined

on an aggregate basis. Gains and losses on sales of
loans held for sale are included in mortgage banking
income in the consolidated statements of income.
S&T manages its exposure to changes in the market
value of loans from the date of commitment to the
borrower and the loan’s ultimate sale by entering

into mandatory forward commitments to sell the
loans. The extent to which S&T elects to cover its loan
production with forward commitments varies based
upon factors deemed by management to be appropriate
in the circumstances. The amounts of commitments
to borrowers and commitments to sell loans were

insignificant at December 31, 2003 and 2002.

PREMISES AND EQUIPMENT

Premises and equipment are stated at cost less accu-
mulated depreciation. The provision for depreciation
is computed generally by the straight-line method for
financial reporting purposes and accelerated methods

for income tax purposes.

OTHER REAL ESTATE

Other real estate is included in other assets and is
composed of properties acquired through foreclosure
proceedings or acceptance of a deed in lieu of a
foreclosure and loans classified as in-substance
foreclosure. These properties are carried at the lower
of cost or fair value less estimated cost of resale. Loan
losses arising from the acquisition of such property
initially are charged against the allowance for loan
losses. Gains or losses realized subsequent to acquisi-

tion are recorded in the results of operations.

INCOME TAXEs

Income taxes are accounted for under the liability
method whereby deferred income taxes are recognized
for the difference between the financial reporting and

tax basis of assets and liabilities.



WEALTH MANAGEMENT ASSETS AND INCOME
Assets held in a fiduciary capacity by the subsidiary
bank, S&T Bank (Bank), are not assets of the Bank
and are therefore not included in the consolidated
financial statements. Wealth management fee income
is reported on the cash basis, which does not differ

materially from the accrual method.

PENSIONS

Pension expense for the Bank’s defined benefit pension
plan is actuarially determined using the projected unit
credit actuarial cost method. The funding policy for
the plan is to contribute amounts to the plan sufficient
to meet the minimum funding requirements of the
Employee Retirement Income Security Act of 1974,
plus such additional amounts as may be appropriate,

subject to federal income tax limitation.

TREASURY STOCK
The purchase of S&T common stock is recorded at
cost. At the time of reissuance, the treasury stock

account is reduced using the average cost method.

EARNINGS PER SHARE

Basic Earnings Per Share (EPS) is calculated by dividing
net income by the weighted average number of common
shares outstanding during the period. Average shares
outstanding for computing basic EPS were 26,463,499,
26,570,552 and 26,875,663 for 2003, 2002 and 2001,
respectively. Potentially dilutive securities are excluded
from the basic calculation, but are included in diluted
EPS. Average shares outstanding for computing diluted
EPS were 26,723,434, 26,784,198 and 27,051,060 for
2003, 2002 and 2001, respectively. In computing diluted
EPS, average shares outstanding have been increased
by the common stock equivalents relating to S&T’s

outstanding stock options.

CAsH FLOW INFORMATION

S&T considers cash and due from banks as cash and
cash equivalents. For the years ended December 31,
2003, 2002 and 2001, interest paid was $47,685,000,
$56,264,000 and $81,923,000, respectively. Income
taxes paid during 2003 were $20,943,000 compared to
$18,428,000 for 2002 and $18,959,000 for 2001.

MORTGAGE LOAN SERVICING

Mortgage servicing assets are recognized as separate
assets when servicing rights are acquired through
purchase or loan originations, when there is a
definitive plan to sell the underlying loan. Capitalized
mortgage servicing rights are reported in other assets
and are amortized into noninterest income in propor-
tion to, and over the period of, the estimated future net
servicing income of the underlying mortgage loans.
Capitalized mortgage servicing rights are regularly
evaluated for impairment based on the estimated fair
value of those rights. For the year ended December 31,
2003 and 2002, the 1-4 family mortgage loans that
were sold to Fannie Mae amounted to $83.0 million
and $74.7 million, respectively. At December 31,

2003 and 2002, servicing assets were $1,480,000 and
$1,448,000, respectively.

DERIVATIVE FINANCIAL INSTRUMENTS

S&T only utilizes derivative instruments for
asset/liability management and, more specifically,

to convert fixed-rate debt to a variable rate. These
transactions involve both credit and market risk. The
notional amounts are amounts on which calculations
and payments are based. The notional amounts do
not represent direct credit exposures. Direct credit
exposure is limited to the net difference between the
calculated amounts to be received and paid, if any.
Interest-rate swaps are contracts in which a series of
interest-rate flows (fixed and floating) are exchanged
over a prescribed period. The notional amounts

on which the interest payments are based are not
exchanged.

S&T has one interest-rate swap with a notional
value totaling $25.0 million and a positive fair value
of $0.6 million, paying a variable rate and receiving a
fixed rate. The interest-rate swap matures on March 7,
2005. The purpose of this transaction was to reduce
the cost of fixed-rate fundings and to mitigate the
balance sheet risk associated with declining interest
rates. At December 31, 2003, S&T was receiving a
fixed rate of 6.32% and paying a variable rate of 3.78%,
which was based on the London Interbank Offer Rate

plus a spread. Differences between interest received
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and interest paid is reported as a component of net
interest income in the consolidated income statement.

S&T recorded the effects of the ineffectiveness of
all hedge transactions as part of the income statement
line pertaining to the hedged item. The effect of the
ineffectiveness was immaterial to S&T’s consolidated
financial statements as of December 31, 2003, 2002
and 2001, respectively.

STOCK-BASED COMPENSATION

S&T has various stock-based employee compensation
plans, which are described in Note P. S&T accounts

for stock-based compensation using the intrinsic

value method. The following is proforma information
regarding net income and earnings per share assuming
that stock options were accounted for under the fair
value method. The estimated fair value of the options

is amortized to expense over the vesting period.

2003 2002 2001
(dollars in thousands, except per share data)
Proforma net income $ 51,424 $ 47,277 $ 46,242
Proforma earnings per share—Basic 1.94 1.78 1.72
Proforma earnings per share—Diluted 1.92 1.77 1.71

Compensation expense, net of related tax, of
$353,000, $1,327,000 and $1,056,000 in 2003, 2002
and 2001, respectively, is included in the proforma net
income as reported above.

The fair value was estimated at the date of grant
using a Black-Scholes option pricing model with the
following weighted-average assumptions for 2003,
2002 and 2001, respectively: risk-free interest rates of
3.27%, 2.78% and 4.39%; a dividend yield of 3.3%,
3.7% and 4.0%); volatility factors of the expected
market price of S&T’s common stock of .266, .275
and .283; and a weighted-average expected life of
five years.

The Black-Scholes option valuation model was
developed for use in estimating the fair value of
traded options that have no vesting restrictions and
are fully transferable. In addition, option valuation
models require the input of highly subjective assump-
tions including the expected stock price volatility.
S&T’s employee stock options have characteristics
significantly different from those of traded options,
and changes in the subjective input assumptions can

materially affect the fair value estimate.
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GoobwiLL AND OTHER INTANGIBLE ASSETS
Goodwill represents the excess of the purchase

price over the cost of net assets purchased. In July
2001, Financial Accounting Standards Board issued
Statement No. 142, Goodwill and Other Intangible
Assets, which was effective in 2002. Also, in October
2002, Financial Accounting Standards Board issued
Statement No. 147, Acquisition of Certain Financial
Institutions, which was also effective in 2002,

and requires companies to apply the provisions of
Statement No. 142 to goodwill and intangibles associ-
ated with branch acquisitions. Beginning in 2002, S&T
no longer amortized goodwill, but rather evaluates
goodwill for impairment annually. In 2003 and 2002,
S&T performed the required impairment tests of
goodwill at the respective reporting unit level and no
impairment existed as of the valuation date, as the
fair value of S&T’s net assets exceeded their carrying
value. If for any future period S&T determines that
there has been impairment in the carrying value of
its goodwill balances, S&T will record a charge to
earnings, which could have a material adverse effect
on S&T’s net income. Had S&T been accounting for
its goodwill under Statement Nos. 142 and 147 for all
prior periods presented, S&T’s net income for the year

ended December 31, 2001 would have been increased



by approximately $0.2 million, net of tax with no
resulting impact on earnings per share. Intangible
assets consist of $3.8 million for the acquisition of core
savings deposits ($3.0 million, net of accumulated
amortization) and $1.1 million in cost for the acquisi-

tion of insurance contract relationships ($1.0 million,

net of accumulated amortization), and are amortized
over their estimated weighted average life of 11 and
ten years, respectively. The estimated aggregate amor-
tization expense for each of the five succeeding years

will approximate $0.3 million.

Core Deposit Servicing
Goodwiill Intangible Rights
(dollars in thousands)

Balance at December 31, 2001 $ 5,249 L $ 820
Acquisition of Evergreen 1,339 1,133 —
Acquisition of PFC 42,385 2,707 —

Previously recognized unidentifiable intangible
assets reclassed as core deposit intangible — 730 —
Additions/(reductions) (537) — 740
Amortization — (127) (112)
Balance at December 31, 2002 $48,436 $ 4,443 $ 1,448
Additions/(reductions) (415) — 210
Amortization — (468) (178)
Balance at December 31, 2003 $48,021 $ 3,975 $ 1,480

Resolution of pre-acquistion litigation and income
tax uncertainties related to the PFC acquisition reduced
goodwill in 2003.

RECENTLY ISSUED
ACCOUNTING PRONOUNCEMENTS

In January 2003, Financial Accounting Standards
Interpretation No. 46 (FIN 46), Consolidation of
Variable Interest Entities (VIEs), an interpretation of
Accounting Research Bulletin No. 51, Consolidated
Financial Statements, to improve financial reporting
of special-purpose and other entities, was issued. In
accordance with FIN 46, business enterprises that
represent the primary beneficiary of another entity by
retaining a controlling financial interest in that entity’s
assets, liabilities and results of operating activities
must consolidate the entity in its financial statements.
Prior to the issuance of FIN 46, consolidation gener-
ally occurred when an enterprise controlled another
entity through voting interests. S&T’s variable interest
entities primarily are related to investments in low
income housing tax credit partnerships and restrict
the transfer of partnership interest. S&T adopted the
provisions of FIN 46 and such adoption did not impact

the consolidated financial statements.

In April 2003, S&T Adopted Financial Accounting
Standards Board Statement No. 149, “Amendment of
Statement 133 on Derivative Instruments and Hedging
Activities.” This statement amends and clarifies
Statement No. 133 for derivatives, including certain
derivative instruments embedded in other contracts,
and for hedging activities under Statement No. 133.
Except for certain specific implementation issues and
provisions, the statement is effective for contracts
entered into or modified after (and for hedging rela-
tionships designated after) June 30, 2003. The adoption
of Statement No. 149 prospectively as of July 1, 2003
did not have a material impact on S&T’s consolidated
financial statements.

In May 2003, S&T adopted Financial Accounting
Standards Board Statement No. 150, “Accounting for
Certain Financial Instruments with Characteristics
of both Liabilities and Equity.” Statement No. 150
establishes standards for how an issuer classifies and
measures certain financial instruments with character-
istics of both liabilities and equity. This statement had
no impact on S&T’s consolidated financial statements.

On December 11, 2003, the SEC staff announced
its intention to release a Staff Accounting Bulletin that

would require all registrants to account for mortgage
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loan interest rate lock commitments related to loans
held for sale as written options, effective no later than
for commitments entered into after March 31, 2004.
S&T enters into such commitments with customers in
connection with residential mortgage loan applications
and at December 31, 2003 had approximately

$3.9 million in notional amount of these commitments
outstanding. This guidance, if issued, would require
S&T to recognize a liability on its balance sheet equal
to the fair value of the commitment at the time the
loan commitment is issued. As a result, this guidance
would delay the recognition of any revenue related to

these commitments until such time as the loan is sold;

NoTE B

however, it would have no effect on the ultimate
amount of revenue or cash flows recognized over time.
S&T is currently assessing the impact of this pending
guidance, but it does not expect the adoption to have
a material effect on S&T’s consolidated financial

statements.

RECLASSIFICATION

Certain amounts in prior years’ financial statements
have been reclassed to conform to the current year’s
presentation. The reclassifications had no effect on

S&T’s financial condition or results of operations.

Fair Values of Financial Instruments

S&T utilizes quoted market values, where available, to
assign fair value to its financial instruments. In cases
where quoted market values were not available, S&T
uses present value methods to estimate the fair value
of its financial instruments. These estimates of fair
value are significantly affected by the assumptions
made and, accordingly, do not necessarily indicate
amounts that could be realized in a current market
exchange. S&T does not expect to realize the estimated
amounts disclosed.

The following methods and assumptions were
used by S&T in estimating its fair value disclosures for

financial instruments:

CAsH AND CAsH EQUIVALENTS AND OTHER
SHORT-TERM ASSETS

The carrying amounts reported in the consolidated
balance sheet for cash and due from banks, interest-
earning deposits with banks and federal funds sold

approximate those assets’ fair values.

SECURITIES
Fair values for investment securities and securities

available for sale are based on quoted market prices.
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LoANS

For variable-rate loans that re-price frequently and
with no significant change in credit risk, fair values
are based on carrying values. The fair values for

other loans are estimated using discounted cash flow
analyses, using interest rates currently being offered
for loans with similar terms to borrowers as measured
by net credit losses and the loss of interest income
from nonaccrual loans. The carrying amount of

accrued interest approximates its fair value.

DEeEPoOsITS

The fair values disclosed for demand deposits (e.g.,
noninterest and interest-bearing demand, money
market and savings accounts) are, by definition, equal
to the amount payable on demand. The carrying
amounts for variable-rate, fixed-term, certificates of
deposit and other time deposits approximate their fair
value at year-end. Fair values for fixed-rate certificates
of deposit and other time deposits are based on the
discounted value of contractual cash flows, using
interest rates currently offered for deposits of similar

remaining maturities.



SHORT-TERM BORROWINGS AND
OTHER BORROWED FUNDS

The carrying amounts of federal funds purchased,
borrowings under repurchase agreements and other

borrowings approximate their fair values.

LONG-TERM BORROWINGS
The fair values disclosed for long-term borrowings are
estimated using current interest rates for long-term

borrowings of similar remaining maturities.

LoAN COMMITMENTS AND
STANDBY LETTERS OF CREDIT

Estimates of the fair value of these off-balance sheet

items were not made because of the short-term nature

of these arrangements and the credit standing of the
counter-parties. Also, unfunded loan commitments
relate principally to variable-rate commercial loans,
and fees are not normally assessed on these balances.

Estimates of fair value have not been made for
items that are not defined as financial instruments,
including such items as S&T’s core deposit intangibles
and the value of its trust operation. S&T believes it is
impractical to estimate a representational fair value for
these types of assets, which represent significant value
to S&T.

The following table indicates the estimated fair

value of S&T’s financial instruments as of December 31:

2003 2002
Estimated Carrying Estimated Carrying
Fair Value Value Fair Value Value
(dollars in thousands)
ASSETS
Cash $ 52361 $ 52,361 $ 50258 $ 50,258
Securities:
Available for sale 610,818 610,818 640,783 640,783
Held to maturity 268 265 384 381
Loans 2,108,369 2,100,620 2,033,884 1,998,893
LIABILITIES
Deposits $1,974,822  $1,962,253 $1,941,981 $1,926,119
Securities sold under repurchase agreements 161,368 161,370 162,512 162,513
Long-term borrowings 122,801 116,933 228,519 211,693
OFF-BALANCE SHEET
Interest-rate swaps $ 633 $ 633 $ 987 $ 987
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NoTeE C

Acquisitions

S&T acquired Evergreen Insurance Associates,

Inc. (Evergreen) on August 1, 2002. The acquisi-
tion was accounted for under the purchase method
of accounting. The acquisition had an aggregate
transaction value of $2.4 million. As a result of the
transaction, $1.1 million of purchase intangible was
recorded and is being amortized over ten years.
Goodwill arising from the transaction approximated
$1.3 million.

S&T acquired People’s Financial Corp., Inc. (PFC)
on September 7, 2002. The acquisition was accounted
for under the purchase method of accounting. The
cash acquisition had an aggregate transaction value of
$87.4 million.

At the acquisition date, the fair value of PFC
net assets totaled approximately $52.0 million, which

included cash of $42.6 million, loans receivable with

Proforma Consolidated Statements of Operations

a fair value of $238.1 million, investment securities and
other assets of $69.7 million, deposits with a fair value
of $295.4 million and other liabilities of $3.0 million.
As a result of the transaction, $2.7 million of core
deposit intangible was recorded and is being amor-
tized over 11 years. The resulting goodwill arising
from the transaction approximated $42.0 million.

Presented below are unaudited condensed
proforma combined statements of operations,
presented as if the acquisition had been effective on
January 1, 2002 and 2001, respectively.

The unaudited condensed proforma combined
statements of operations include the estimated effect
of proforma adjustments that would have been realized
had the PFC acquisition actually occurred at the

beginning of the respective periods.

For the year ended December 31 2002 2001
(dollars in thousands, except per share data)

Interest income $ 165,702 $ 188,226
Interest expense 64,099 90,399
Net interest income 101,603 97,827
Provision for loan losses 7,856 5,060
Net interest income after provision for losses 93,747 92,767
Security gains, net 16,789 11,868
Total other income 25,994 22,338
Total other expense 56,810 56,404
Income before income taxes 79,720 70,569
Income tax expense 22,811 20,129
Net Income $ 56,909 $ 50,440
Net income per share—diluted $ 2.12 $ 1.86

NoTe D

Restrictions on Cash and Due from Bank Accounts

The Board of Governors of the Federal Reserve Bank
imposes certain reserve requirements on all depository

institutions. These reserves are maintained in the form
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$12,734,000 during 2003.



NoTE E

Securities

The following table indicates the composition of the

securities portfolio at December 31:

Available for Sale

Gross Gross
Amortized Unrealized Unrealized Market
2003 Cost Gains Losses Value
(dollars in thousands)
Obligations of U.S. government
corporations and agencies $318,581 $ 8,020 $ (698) $ 325,903
Collateralized mortgage obligations of
U.S. government corporations and agencies 43,846 452 (47) 44,251
Mortgage-backed securities 45,325 643 (199) 45,769
U.S. treasury securities 5,223 521 — 5,744
Obligations of states and political subdivisions 66,428 1,247 (136) 67,539
Corporate securities 20,286 1,178 — 21,464
Debt securities available for sale 499,689 12,061 (1,080) 510,670
Marketable equity securities 42,077 30,833 (319) 72,591
Other securities 27,557 — — 27,557
Total $569,323 $ 42,894 $(1,399) $ 610,818
Held to Maturity
Obligations of states and political subdivisions $ 265 $ 3 [ J— $ 268
Total $ 265 $ 3 $ — $ 268
Available for Sale
Gross Gross
Amortized Unrealized Unrealized Market
2002 Cost Gains Losses Value
(dollars in thousands)
Obligations of U.S. government
corporations and agencies $274,613 $12,126 [ — $ 286,739
Collateralized mortgage obligations of
U.S. government corporations and agencies 153,538 3,246 — 156,784
Mortgage-backed securities 15,217 611 — 15,828
U.S. treasury securities 5,343 787 — 6,130
Obligations of states and political subdivisions 30,418 596 (10) 31,004
Corporate securities 41,818 1,866 — 43,684
Debt securities available for sale 520,947 19,232 (10) 540,169
Marketable equity securities 50,190 22,939 (1,310) 71,819
Other securities 28,795 — — 28,795
Total $599,932 $42,171 $ (1,320) $ 640,783
Held to Maturity
Obligations of states and political subdivisions $ 381 $ 3 [ — $ 384
Total $ 381 $ 3 $ — $ 384

There were $10,552,000, $17,797,000 and
$12,754,000 in gross realized gains and $2,494,000,
$10,727,000 and $3,064,000 in gross realized losses in
2003, 2002 and 2001, respectively, relative to securities

available for sale.
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The following table presents the age of gross

unrealized losses and fair value by investment category:

Less than 12 Months 12 Months or More Total

Unrealized Unrealized Unrealized

2003 Fair Value Losses Fair Value Losses Fair Value Losses
(dollars in thousands)
Obligations of U.S. government

corporations and agencies $ 30,870 $ (698) — — $ 30,870 $  (698)
Collateralized mortgage

obligations of U.S. government

corporations and agencies 8,957 47) — — 8,957 47)
Mortgage-backed securities 19,130 (199) — — 19,130 (199)
U.S. treasury securities — — — — — —
Obligations of states and

political subdivisions 10,317 (136) — — 10,317 (136)
Corporate securities — — — — — _
Debt securities available for sale 69,274 (1,080) — — 69,274 (1,080)
Marketable equity securities 2,065 (117) $ 984 $ (202) 3,049 (319)
Other securities — — — — — —
Total $ 71,339 $(1,197) $ 984 $ (202) $ 72,323 $(1,399)

S&T does not believe any individual unrealized
loss as of December 31, 2003 represents an other-than-
temporary impairment. These unrealized losses on
debt securities are primarily attributable to changes in
interest rates. S&T has both the intent and the ability
to hold the securities contained in the previous table
for a time necessary to recover the amortized cost.

The amortized cost and estimated market value
of debt securities at December 31, 2003, by contractual
maturity, are as follows. Expected maturities will differ

from contractual maturities because borrowers may

Available for Sale

have the right to call or prepay obligations with or
without call or prepayment penalties.

For purposes of the maturity table, mortgage-
backed securities, which are not due at a single
maturity date, have been allocated over maturity
groupings based on the weighted-average contractual
maturities of the underlying collateral. The mortgage-
backed securities may mature earlier than their
weighted-average contractual maturities because of

principal prepayments.

Amortized Cost Market Value

(dollars in thousands)

Due in one year or less $ 45,942 $ 46,694
Due after one year through five years 208,672 216,959
Due after five years through ten years 178,347 179,956
Due after ten years 66,728 67,061
Total $ 499,689 $ 510,670

Held to Maturity

Amortized Cost Market Value

(dollars in thousands)

Due after one year through five years

$ 265 $ 268

Total

$ 265 $ 268

At December 31, 2003 and 2002, securities with
principal amounts of $389,922,000 and $359,485,000,
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respectively, were pledged to secure repurchase agree-

ments, public funds and trust fund deposits.



NoTE F

Loans

The following table indicates the composition of the

loan portfolio at December 31:

2003 2002
(dollars in thousands)
Real estate—construction $ 193,874 $ 191,927
Real estate—mortgages:
Residential 499,661 541,102
Commercial 794,420 692,948
Commercial and industrial 533,958 476,190
Consumer installment 78,707 96,726
Gross Loans $ 2,100,620 $ 1,998,893
Allowance for loan losses (31,478) (30,138)
Net Loans $ 2,069,142 $ 1,968,755
The following table presents changes in the allow-
ance for loan losses for the year ended December 31:
2003 2002 2001
(dollars in thousands)
Balance at beginning of year $ 30,138 $ 26,926 $ 27,395
Charge-offs (7,306) (7,821) (6,939)
Recoveries 1,346 1,812 1,470
Net charge-offs (5,960) (6,009) (5,469)
Provision for loan losses 7,300 7,800 5,000
Balance of acquired bank at date of acquisition — 1,421 —
Balance at end of year $ 31,478 $ 30,138 $ 26,926

The Bank has granted loans to certain officers
and directors of S&T as well as to certain affiliates
of the officers and directors in the ordinary course of
business. These loans were made on substantially the
same terms, including interest rates and collateral,
as those prevailing at the time for comparable trans-
actions with unrelated persons and did not involve
more than normal risk of collectibility. The aggregate
dollar amounts of these loans were $26,168,000 and
$38,009,000 at December 31, 2003 and 2002, respec-
tively. During 2003, $12,681,000 of new loans were
funded and repayments totaled $24,522,000.

The principal balances of loans on nonaccrual
status were $9,120,000 and $5,831,000 at December
31, 2003 and 2002, respectively. At December 31,
2003, there were no commitments to lend additional

funds on nonaccrual loans. Other real estate owned,

which is included in other assets, was $2,363,000 at
December 31, 2003 and $2,188,000 at December 31,
2002.

S&T attempts to limit its exposure to concentra-
tions of credit risk by diversifying its loan portfolio.
S&T defines concentrations of credit risk as loans to
a specific industry or group in excess of 10% of total
loans. At December 31, 2003 and 2002, S&T had no
concentration of credit risk by industry or group.
Geographic concentrations exist because S&T provides
a full range of banking services, including commercial,
consumer and mortgage loans to individuals and
corporate customers in its ten-county market area
in western Pennsylvania. Management believes these
risks are mitigated by underwriting guidelines and

ongoing review by loan administration.
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The following table represents S&T’s investment

in loans considered to be impaired and related infor-

mation on those impaired loans:

2003 2002 2001
(dollars in thousands)
Recorded investment in loans considered to be impaired $ 4,087 $ 1,127 $ 9,101
Loans considered to be impaired that were on a nonaccrual basis 3,392 515 4,761
Allowance for loan losses related to loans considered to be impaired — — 1,564
Average recorded investment in impaired loans 3,629 5,451 9,897
Total interest income per contractual terms on impaired loans 518 290 1,455
Interest income on impaired loans recognized on a cash basis 458 280 1,002
NoTe G
Premises And Equipment
The following table is a summary of the premises and
equipment accounts at December 31:
Estimated Useful Life 2003 2002
(dollars in thousands)
Land Indefinite $ 3,394 $ 3,394
Premises 10-50 years 24,440 22,989
Furniture and equipment 3-10 years 19,586 19,101
Leasehold improvements 15-25 years 3,636 3,663
51,056 49,147
Accumulated depreciation (28,019) (25,915)
Total $ 23,037 $ 23,232

Depreciation related to premises and equipment
was $2,479,000, $2,478,000 and $2,318,000 in 2003,
2002 and 2001, respectively.

Certain banking facilities are leased under
short-term lease arrangements expiring at various
dates to the year 2009. All such leases are accounted
for as operating leases. Rental expense for premises
and equipment amounted to $1,925,000, $1,842,000

NoTeE H

and $1,597,000 in 2003, 2002 and 2001, respectively.
Minimum annual rentals for each of the years 2004—
2009 are approximately $870,000, $653,000, $523,000,
$323,000 and $169,000, respectively, and $38,000 for
the years thereafter. Included in the above are leases
entered into with two directors for which rental
expense totaled $566,453, $551,872 and $515,511 in
2003, 2002 and 2001, respectively.

Deposits

The following table indicates the composition of

deposits at December 31:

2003 2002
(dollars in thousands)
Noninterest-bearing demand $ 382,364 $ 330,160
Interest-bearing demand 180,317 158,982
Money market 384,766 414,217
Savings 200,949 195,195
Time deposits 813,857 827,565
Total $1,962,253 $1,926,119
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The aggregate of all time deposits over $100,000
amounted to $162,925,000 and $170,862,000 for
December 31, 2003 and 2002, respectively.

The following table indicates the scheduled

maturities of time deposits at December 31:

2003 2002
(dollars in thousands)
Due in one year $ 374,174 $ 360,008
Due in one to two years 195,951 182,756
Due in two to three years 87,157 117,078
Due in three to four years 93,378 70,871
Due in four to five years 39,565 68,126
Due after five years 23,632 28,726
Total $ 813,857 $ 827,565
NoTE |
Long-Term Borrowings
The following table is a summary of long-term borrowings
with the Federal Home Loan Bank (FHLB):
2003 2002

Balance Average Rate Balance Average Rate
(dollars in thousands)
Due in one year $ 5,000 5.70% $ 61,000 5.98%
Due in one to two years — — 56,500 6.13
Due in two to three years — — — —
Due in three to four years — — — —
Due in four to five years 10,000 5.73 10,000 5.73
Due after five years 18,118 6.28 18,118 6.28
Total $ 33,118 6.03% $ 145,618 6.08%

The purpose of these borrowings is to match-fund
selected new loan originations, to mitigate interest-rate
sensitivity risks and to take advantage of discounted
borrowing rates through the FHLB for community
investment projects.

S&T pledged all 1-4 family and multi-family
mortgage loans as collateral for any current or future

FHLB borrowings. The total carrying amount of these
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pledged loans was $435,562,000 at December 31, 2003.
At December 31, 2003 and 2002, S&T had long-
term repurchase agreement borrowings totaling
$83,815,000 and $66,075,000, respectively, at a
weighted average fixed rate of 3.16% and 6.75%,
respectively, which mature in one to three years. The
purpose of these borrowings was to lock in fixed-rate

fundings to mitigate interest-rate risk.

Short-Term Debt

Federal funds purchased and securities sold under
repurchase agreements (REPOS) generally mature
within one to 14 days from the transaction date. S&T

defines REPOS with the retail customers as retail

REPOS, and wholesale REPOS as those transacted
with other financial institutions. Information
concerning federal funds purchased and REPOS is

summarized as follows:

2003 2002 2001
(dollars in thousands)
Average balance during the year $ 327,350 $ 200,006 $ 79,766
Average interest rate during the year 1.19% 1.55% 3.08%
Maximum month-end balance during the year $ 453,504 $ 319,388 $ 160,103
Average interest rate at year-end 0.92% 1.22% 1.50%
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Dividend and Loan Restrictions

Certain restrictions exist regarding the ability of S&T
Bank to transfer funds to S&T in the form of dividends
and loans. The amount of dividends that may be

paid to S&T is restricted by regulatory guidelines
concerning minimum capital requirements. S&T Bank
could pay dividends of approximately $31.0 million
without affecting its well-capitalized position at
December 31, 2003.

NoTE L

Federal law prohibits S&T from borrowing from
S&T Bank unless such loans are collateralized by
specific obligations. Further, such loans are limited
to 10% of S&T Bank’s capital and additional paid-
in capital, as defined. At December 31, 2003, the
maximum amount available for transfer from S&T
Bank to S&T in the form of loans and dividends
approximated 71% of consolidated equity.

Litigation

S&T, in the normal course of business, is subject
to various legal proceedings in which claims for

monetary damages are asserted. No material losses

NoTE M

are anticipated by the company as a result of these

legal proceedings.

Guarantees

S&T, in the normal course of business, commits

to extend credit and issue standby letters of credit.
The obligations are not recorded in S&T’s financial
statements. Loan commitments and standby letters
of credit are subject to S&T’s normal credit under-
writing policies and procedures and generally require
collateral based upon management’s evaluation of
each customer’s financial condition and ability to
satisfy completely the terms of the agreement. S&T’s

exposure to credit loss in the event the customer does
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not satisfy the terms of the agreement equals the
notional amount of the obligation less the value of any
collateral. Unfunded commercial loan commitments
totaled $467,166,000 and $411,286,000 at December 31,
2003 and 2002, respectively. Unfunded other loan
commitments totaled $118,256,000 and $102,599,000
at December 31, 2003 and 2002, respectively; and
obligations under standby letters of credit totaled
$223,888,000 and $210,760,000 at December 31, 2003
and 2002, respectively.

Income Taxes

Income tax expense (credits) for the years ended

December 31 are composed of:

2003 2002 2001
(dollars in thousands)
Current $ 22,707 $ 20,944 $ 20,602
Deferred (1,844) (1,574) (1,556)
Total $ 20,863 $ 19,370 $ 19,046

The provision for income taxes differs from the
amount computed by applying the statutory federal

income tax rate to income before income taxes.
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The statutory to effective tax rate reconciliation for the years ended December 31 is as follows:

2003 2002 2001
Statutory tax rate 35.0% 35.0% 35.0%
Tax-exempt interest income (2.2) (1.6) (1.3)
Dividend exclusion (1.0) (1.3) (1.5)
Low-income housing tax credits (1.9) (2.0) (2.0)
Other (1.2) (1.7) (1.0
Effective tax rate 28.7% 28.4% 29.2%
Income taxes applicable to security gains were Significant components of S&T’s temporary
$2,820,000 in 2003, $2,475,000 in 2002 and $3,392,000 differences were as follows at December 31:
in 2001.
2003 2002
(dollars in thousands)
Deferred tax liabilities:
Net unrealized holding gains on securities available for sale $(14,632) $(14,269)
Premises and equipment (140) (406)
Accretion on acquired loans — (204)
Prepaid pension (1,408) (1,007)
Investment in joint ventures (346) —
Prepaid hospitalization (356) 34
Market-to-market adjustments (624) (660)
Deferred loan income (2,372) (1,781)
Purchase accounting (4,957) (6,372)
Other (222) —
Total deferred tax liabilities (25,057) (24,665)
Deferred tax assets:
Allowance for loan losses 11,017 10,338
Loan fees 1,375 770
Interest expense on increasing rate CDs 723 517
Deferred compensation 923 969
Other 704 275
Total deferred tax assets 14,742 12,869
Net deferred tax liability $(10,315) $(11,796)

NoTte O

Employee Benefits

The Bank maintains a defined benefit pension plan
(Plan) covering substantially all employees. The benefits
are based on years of service and the employee’s
compensation for the highest five consecutive years in

the last ten years. Contributions are intended to provide

for those benefits expected to be earned in the future.

Trustee pension plan assets consist primarily of equity

and fixed-income securities and short-term investments.
The following table summarizes the components

of net periodic pension expense for the Bank’s defined

for benefits attributed to employee service to date and benefit plan:
2003 2002 2001

(dollars in thousands)

Service cost—benefits earned during the period $ 1,219 $ 1,090 $ 953
Interest cost on projected benefit obligation 2,174 2,044 1,815
Expected return on plan assets (2,254) (2,574) (2,643)
Net amortization and deferral 107 22 (119)
Net periodic pension expense $ 1,246 $ 582 3 6
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The following tables summarize the activity in the

benefit obligation and plan assets:

2003 2002
(dollars in thousands)
CHANGE IN PROJECTED BENEFIT OBLIGATION
Projected benefit obligation at beginning of year $ 31,361 $ 26,768
Service cost 1,219 1,090
Interest cost 2,174 2,044
Plan participants’ contributions 471 420
Acquisition — 2,383
Actuarial gain 4,008 936
Benefits paid (1,709) (2,280)
Projected benefit obligation at end of year $ 37,524 $ 31,361
CHANGE IN PLAN ASSETS
Fair value of plan assets at beginning of year $ 26,240 $ 28,450
Actual return on plan assets 7,047 (1,851)
Acquisition — 1,501
Employer contribution 3,135 —
Plan participants” contributions 471 420
Benefits paid (1,709) (2,280)
Fair value of plan assets at end of year $ 35,184 $ 26,240

The following table sets forth the plan’s funded
status and the accrued pension cost in the consolidated
balance sheets at December 31:
2003 2002

(dollars in thousands)
Projected benefit obligation at end of year $(37,524) $(31,361)
Fair value of plan assets at end of year 35,184 26,240
Funded status (2,340) (5,121)
Unrecognized net loss (gain) 3,192 4,062
Unamortized prior service cost 167 184
Balance of initial unrecognized net asset 3 8
Prepaid (accrued) pension cost included in other assets $ 1,022 $  (867)

The accumulated benefit obligation for the Bank’s
defined benefit plan was $31,992,000 at December 31,
2003 and $26,948,000 at December 31, 2002.

Below are actuarial assumptions used in

accounting for the plan at December 31:

2003 2002 2001
Weighted-average discount rate 6.25% 7.00% 7.50%
Rate of increase in future compensation levels 4.00 4.00 5.00
Expected long-term rate of return on plan assets 8.00 8.00 9.00

S&T Bank reduced the assumed rate of return
on plan assets from 9% to 8% in 2003. This decrease
reflects a lower expected long-term return on equity
investments. Although many factors are considered

when setting this assumption, as a general guideline

50 S&T BANK

the assumed rate of return is equal to the weighted
average of the expected returns for each asset category
and is estimated based on historical returns as well as

expected future returns.



The Plan’s weighted-average asset allocations by

asset category, are as follows:

Plan Assets at December 31

Asset Category 2003 2002
Equity Securities 67% 45%
Debt Securities 32 47
Other 1 8
Total 100% 100%

The Bank’s Retirement Plan Committee deter-
mines the investment policy for the Plan. In general,
the targeted asset allocation is 50%—70% equities and
309%-50% fixed income. A strategic allocation within
each asset class is employed based on the Plan’s time
horizon, risk tolerances, performance expectations and
asset class preferences. Investment managers have
discretion to invest in any equity or fixed-income asset
class, subject to the securities guidelines of the Plan’s
Investment Policy Statement.

The Bank expects to contribute $3.0 million to the
Plan in 2004.

S&T also has a supplemental executive retirement
plan (SERP) for certain key employees. The SERP
is unfunded. The balances of the actuarial present
values of projected benefit obligations related to the
SERP were $2,984,000 and $2,688,000 at December 31,
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2003 and 2002, respectively. Accrued pension costs
related to the SERP were $2,625,000 and $2,586,000
at December 31, 2003 and 2002, respectively. Net
periodic pension cost related to the SERP was
$279,000, $248,000 and $252,000 for the year ended
December 31, 2003, 2002 and 2001, respectively.

The actuarial assumptions are the same as those used
for the company’s defined benefit plan.

S&T maintains a Thrift Plan in which substantially
all employees are eligible to participate. S&T makes
matching contributions to the Thrift Plan of up to 3%
of participants” eligible compensation and may make
additional profit-sharing contributions as limited by
the Thrift Plan. Expense related to these contributions
amounted to $1,658,000, $1,447,000 and $1,298,000 in
2003, 2002 and 2001, respectively.

Incentive and Restricted Stock Plan and Dividend Reinvestment Plan

S&T adopted an Incentive Stock Plan in 1992
(Stock Plan) that provides for granting incentive
stock options, nonstatutory stock options, restricted
stock and stock appreciation rights (SARS). On
October 17, 1994, the Stock Plan was amended to
include outside directors. The Stock Plan covers a
maximum of 3.2 million shares of S&T common stock
and expires ten years from the date of board approval.
At December 31, 2002, 3,181,822 nonstatutory stock
options and 35,600 restricted stock awards had been
granted under the stock plan. No further awards will
be made under the 1992 Stock Plan.

S&T adopted an Incentive Stock Plan in 2003
(2003 Stock Plan) that provides for granting incentive

stock options, nonstatutory stock options, restricted

stock and stock appreciation rights (SARS). The 2003
Stock Plan covers a maximum of 1.5 million shares

of S&T common stock and expires ten years from the
date of board approval. The 2003 Stock Plan is a new
compensation plan and is similar to the S&T 1992
Stock Plan, which the 2003 Stock Plan replaced.

As of December 31, 2003, 350,300 nonstatutory stock
options have been granted under the 2003 Stock Plan,
and none are currently exercisable.

Each year, S&T has granted nonstatutory stock
options at exercise prices equal to the fair market value
of S&T common stock on the grant date.

Stock options granted under the 2003 Stock Plan
have a two-year vesting period and a ten-year life,

with 50% vesting each year.
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In 2002, there were 35,600 shares of restricted

stock awards granted at $26.60 per share. There were

no restricted stock awards granted in 2003. These

shares vest 25% per year over the next four years

with the first vesting on January 1, 2004. During the

restricted period, the recipient receives dividends

and can vote the shares. Generally, if the recipient

shares will be forfeited. Compensation expense for the

restricted stock is ratably recognized over the period

of service, generally the restricted period, based on the

fair value of the stock on the date of grant. There were

no SARS issued or outstanding at December 31, 2003,

2002 and 2001. The following table summarizes the

changes in the nonstatutory stock options outstanding

leaves S&T before the end of the restricted period, the

during 2003, 2002 and 2001:

2003 2002 2001
Weighted Weighted Weighted
Average Average Average
Number Option Number Option Number Option
of Shares Price of Shares Price of Shares Price
Outstanding at beginning of year 2,053,922 $22.11 2,100,422 $21.32 1,800,122 $20.31
Granted 350,300 29.97 189,300 26.60 420,400 24.40
Exercised (334,250) 18.82 (235,800) 18.72 (116,200) 16.78
Forfeited (44,700) 25.63 — — (3,900) 21.16
Outstanding at end of year 2,025,272 $23.93 2,053,922 $22.11 2,100,422 $21.32
Exercisable at end of year 1,580,322 $22.43 1,864,622 $21.65 1,680,022 $20.55
The following table summarizes the total shares
outstanding and the range and weighted average of
exercise prices and remaining contractual lives at
December 31:
2003 2002 2001
Contractual Contractual Contractual
Shares Exercise Remaining Shares Exercise Remaining Shares Exercise Remaining
Outstanding Price Life (Years) Outstanding Price Life (Years) Outstanding Price Life (Years)
1994 28,000 $ 9.50 1 62,000 $ 9.50 2 62,000 $ 9.50 3
1995 80,000 13.13 2 132,000 13.13 3 154,000 13.13 4
1996 116,000 15.44 3 129,500 15.44 4 181,500 15.44 5
1997 181,922 20.38 4 245,922 20.38 5 288,622 20.38 6
1998 298,900 27.75 5 326,800 27.75 6 326,800 27.75 7
1999 214,600 22.88 6 284,300 22.88 7 309,800 22.88 8
2000 193,150 19.81 7 266,800 19.81 8 357,300 19.81 9
2001 378,800 24.40 8 417,300 24.40 9 420,400 24.40 10
2002 183,600 26.60 9 189,300 26.60 10 — — —
2003 350,300 29.97 10 — — — — — —
2,025,272 $ 23.93 6.7 2,053,922  $ 22.11 6.8 2,100,422 $21.32 7.3

Options are granted in December and have a

two-year vesting period and a ten-year life, with 50%

vesting each year.

S&T also sponsors a dividend reinvestment plan

(Dividend Plan) whereby shareholders may purchase
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administrator and transfer agent, purchases the shares

on the open market to fulfill the Dividend Plan’s needs.
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S&T Bancorp, Inc. (parent company only)
Condensed Financial Information

BALANCE SHEETS AT DECEMBER 31

2003 2002
(dollars in thousands)
ASSETS
Cash $ 67 $ 117
Investments in:
Bank subsidiary 281,334 251,963
Nonbank subsidiary 25,408 32,428
Other assets 32,822 28,243
Total Assets $ 339,631 $ 312,751
LIABILITIES
Dividends payable $ 6,914 $ 6,637
Total Liabilities 6,914 6,637
Total Shareholders’ Equity 332,717 306,114
Total Liabilities and Shareholders” Equity $ 339,631 $ 312,751
STATEMENTS OF INCOME FOR THE YEAR ENDED DECEMBER 31
2003 2002 2001
(dollars in thousands)
Dividends from subsidiaries $ 29,404 $ 69,512 $ 31,183
Investment income 22 88 15
Income before equity in undistributed net income of subsidiaries 29,426 69,600 31,198
Equity in undistributed net income
(distribution in excess of net income) of:
Bank subsidiary 25,097 8,309 9,838
Nonbank subsidiary (2,746) (29,305) 6,262
Net Income $ 51,777 $ 48,604 $ 47,298
STATEMENTS OF CAsH FLOWS FOR THE YEAR ENDED DECEMBER 31
2003 2002 2001
(dollars in thousands)
OPERATING ACTIVITIES
Net Income $ 51,777 $ 48,604 $ 47,298
Equity in undistributed net income of subsidiaries (25,803) (77,711) (23,700)
Tax benefit from nonstatutory stock options exercised 1,237 1,562 292
Other (3,889) 1,576 336
Total Provided by (Used in) Operating Activities 23,322 (25,969) 24,226
INVESTING ACTIVITIES
Net distributions from subsidiaries 3,452 56,715 7,600
Total Provided in Investing Activities 3,452 56,715 7,600
FINANCING ACTIVITIES
Dividends (26,726) (25,948) (24,205)
Net treasury stock activity (98) (4,703) (7,616)
Total Used in Financing Activities (26,824) (30,651) (31,821)
(Decrease) increase in Cash (50) 95 5
Cash at Beginning of Year 117 22 17
Cash at End of Year $ 67 $ 117 $ 22
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Regulatory Matters

S&T is subject to various regulatory capital
requirements administered by the federal banking
agencies. Failure to meet the minimum capital
requirements can initiate certain mandatory and
possibly additional discretionary actions by regulators
that, if undertaken, could have a direct material

effect on S&T’s financial statements. Under capital
guidelines and the regulatory framework for prompt
corrective action, S&T must meet specific capital
guidelines that involve quantitative measures of S&T’s
assets, liabilities and certain off-balance sheet items

as calculated under regulatory accounting practices.

subject to qualitative judgments by the regulators
about components, risk weightings and other factors.

Quantitative measures established by regulation
to ensure capital adequacy require S&T to maintain
minimum amounts and ratios of Tier I and Total
capital to risk-weighted assets and Tier I capital to
average assets. As of December 31, 2003 and 2002,
S&T meets all capital adequacy requirements to which
it is subject.

To be classified as well-capitalized, S&T must
maintain minimum Tier I risk-based, Total risk-based

and Tier I leverage ratios as set forth in the table

S&T’s capital amounts and classification are also 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, 2003
Total Capital (to Risk Weighted Assets) $ 296,446 12.39% $ 191,434 8.00% $ 239,293 10.00%
Tier I Capital (to Risk Weighted Assets) 252,784 10.56 95,717 4.00 143,576 6.00
Tier I Capital (to Average Assets) 252,784 9.16 110,362 4.00 137,952 5.00
As of December 31, 2002
Total Capital (to Risk Weighted Assets) $ 263,829 11.63% $ 181,469 8.00% $ 226,836 10.00%
Tier I Capital (to Risk Weighted Assets) 255,719 9.95 90,735 4.00 136,102 6.00
Tier I Capital (to Average Assets) 255,719 8.46 106,736 4.00 133,420 5.00

The most recent notification from the FDIC
categorized S&T Bank as well-capitalized under
the regulatory framework for corrective action. At
December 31, 2003, S&T Bank’s Tier I and Total capital
ratios were 9.93% and 11.33%, respectively, and Tier I
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capital to average assets was 8.63%. At December 31,
2002, S&T Bank’s Tier I and Total capital ratios were
9.35% and 10.60%, respectively, and Tier I capital to

average assets was 7.93%.



ReEPORT OoF ERNST & YOuNG LLP, INDEPENDENT AUDITORS

S&T Bancorp, Inc. and Subsidiaries

Shareholders and Board of Directors

S&T Bancorp, Inc.

We have audited the accompanying consolidated balance sheets of S&T Bancorp, Inc. and subsidiaries (S&T) as of
December 31, 2003 and 2002, and the related consolidated statements of income, changes in shareholders’ equity,
and cash flows for each of the three years in the period ended December 31, 2003. These financial statements are
the responsibility of S&T’s management. Our responsibility is to express an opinion on these financial statements
based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of S&T Bancorp, Inc. and subsidiaries at December 31, 2003 and 2002, and the
consolidated results of their operations and their cash flows for each of the three years in the period ended

December 31, 2003, in conformity with accounting principles generally accepted in the United States.

Gt ¥ LLP

Pittsburgh, Pennsylvania
January 16, 2004
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STockK PRICES AND DIVIDEND INFORMATION
SELECTED FINANCIAL INFORMATION

S&T Bancorp, Inc. and Subsidiaries

STock PRICES AND DIVIDEND INFORMATION paid by S&T are primarily provided from the Bank’s
S&T Bancorp, Inc.’s common stock is listed on the dividends to S&T. The payment of dividends by the
NASDAQ National Market System (NASDAQ) under Bank to S&T is subject to the restrictions described
the symbol STBA. The range of sales prices for the in Note K to the Consolidated Financial Statements.
years 2003 and 2002 is as follows and is based upon The cash dividends declared shown below represent
information obtained from NASDAQ. As of the the historical per share amounts for S&T Bancorp, Inc.
close of business January 30, 2004, there were 3,157 common stock.

shareholders of record of S&T Bancorp, Inc. Dividends

Price Range

of Common Stock Divid(e;:csiz

2003 Low High Declared
Fourth Quarter $ 288 $ 3125 $ 026
Third Quarter 27.49 29.84 0.26
Second Quarter 26.11 28.86 0.25
First Quarter 25.20 26.67 0.25
2002
Fourth Quarter $ 2495 $ 28.03 $ 025
Third Quarter 23.74 27.15 0.24
Second Quarter 24.20 27.40 0.24
First Quarter 23.30 25.50 0.24
SELECTED FINANCIAL INFORMATION
Year Ended December 31: 2003 2002 2001 2000 1999
(dollars in thousands, except per share data)
INCOME STATEMENTS
Interest income $ 151,460 $ 151,160 $ 166,702 $176,184 $ 156,727
Interest expense 47,066 56,300 76,713 86,141 69,942
Provision for loan losses 7,300 7,800 5,000 4,000 4,000
Net interest income after provision for loan losses 97,094 87,060 84,989 86,043 82,785
Noninterest income 36,204 32,680 31,230 22,154 20,100
Noninterest expense 60,658 51,766 49,875 45,658 43,490
Income before taxes 72,640 67,974 66,344 62,539 59,395
Applicable income taxes 20,863 19,370 19,046 17,566 17,977
Net income $ 51,777 $ 48,604 $ 47,298 $ 44,973 $ 41,418
PER SHARE DATA
Earnings per common share:

Net income—Basic $ 1.96 $ 1.83 $ 1.76 $ 1.67 $ 1.52

Net income—Diluted 1.94 1.81 1.75 1.66 1.51
Dividends declared $ 102 $ 097 $ 092 $ 08 $ 076
Book value 12.48 11.51 11.01 10.28 8.88
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SELECTED FINANCIAL DATA
QUARTERLY SELECTED FINANCIAL DATA

S&T Bancorp, Inc. and Subsidiaries

SELECTED FINANCIAL DATA
BALANCE SHEET ToTALS (PERIOD END)

Year Ended December 31:

2003

2002

2001 2000

1999

(dollars in thousands)

Total assets

$ 2,900,272

$ 2,823,867

$ 2,357,874

$ 2,310,290

$ 2,194,073

Securities 611,083 641,164 585,265 580,912 575,224
Net loans 2,069,142 1,968,755 1,615,842 1,577,629 1,469,143
Total deposits 1,962,253 1,926,119 1,611,317 1,525,332 1,435,065
Securities sold under repurchase agreements 161,370 162,513 99,837 80,686 116,009
Long-term borrowings 116,933 211,693 251,226 377,997 364,062
Total shareholders” equity 332,718 306,114 293,327 277,097 239,700
QUARTERLY SELECTED FINANCIAL DATA
2003 2002
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 $ 36511 $ 36909 $ 38722 $ 39318 $ 40,394 $ 37,843 $ 36,672 $ 36,251
Interest expense 10,323 11,439 12,380 12,924 13,854 13,826 14,147 14,473
Provision for loan losses 1,500 1,500 1,900 2,400 3,000 2,300 1,500 1,000
Net interest income after 24,688 23,970 24,442 23,994 23,540 21,717 21,025 20,778
provision for loan losses
Security gains, net 4,748 1,099 1,206 1,005 1,428 2,168 1,722 1,752
Noninterest income 6,921 8,158 6,359 6,708 7,366 6,781 5,933 5,528
Noninterest expense 17,789 14,699 13,988 14,182 14,042 13,261 11,983 12,478
Income before taxes 18,568 18,528 18,019 17,525 18,292 17,405 16,697 15,580
Applicable income taxes 5,382 5,251 5,243 4,987 5,404 4,988 4,871 4,107
Net income $ 13,186 $ 13277 $ 12,776 $ 12,538 $ 12,838 $ 12417 $ 11,826 $ 11,473
PER SHARE DATA
Net income—Diluted $ 049 $ 050 $ 048 $ 047 $ 048 $ 046 $ 044 $ 0.43
Dividends declared 0.26 0.26 0.25 0.25 0.25 0.24 0.24 0.24
Book value 12.48 12.12 12.10 11.56 11.51 11.26 11.25 11.03
AVERAGE BALANCE SHEET TOTALS
Total assets $2,854,065 $2,888,415 $2,850,083 $2,823,664 $2,770,040 $2,510,549 $2,396,788 $2,330,748
Securities 616,146 658,505 646,589 636,110 610,455 611,682 629,040 597,891
Net loans 2,030,468 2,021,246 1,992,402 1,978,429 1,957,496 1,741,602 1,625,312 1,593,034
Total deposits 1,925,773 1,927,257 1,921,525 1,916,768 1,919,195 1,711,484 1,624,978 1,598,061
Securities sold under
repurchase agreements 129,143 124,360 162,195 169,347 155,749 127,502 104,668 106,780
Long-term borrowings 178,490 266,089 252,888 218,414 211,629 230,585 251,800 251,205
Total shareholders” equity 328,821 320,116 316,613 310,165 306,368 302,809 299,290 294,636
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2003 BoARD OF DIRECTORS

Raymond C. Bachelier
Director Emeritus

Thomas A. Brice

Vice President
Douds, Inc.

Forrest L. Brubaker
Director Emeritus

James L. Carino

President,
J.L. Carino Nurseries, Inc.

John J. Delaney

President, Delaney Chevrolet,
Geo, Buick, Honda

Michael J. Donnelly

President and Publisher
Indiana Printing and
Publishing Company

Robert D. Duggan

Chairman, S&T Bancorp, Inc.
and S&T Bank

William J. Gatti

Chairman,
Millennium Pharmacy
Systems, Inc.

Ruth M. Grant

President,
Louis A. Grant
Company, Inc.

Jeffrey D. Grube

President, B.F.G. Electroplating
and Manufacturing Company

Paul B. Johnston, D.D.S.

Director Emeritus

Frank W. Jones, Esq.
Attorney-at-Law

Joseph A. Kirk

President,
Beaver Meadow
Creamery, Inc.

Samuel Levy

President,
Jefferson Wholesale
Grocery Company, Inc.

James C. Miller

President and Chief Executive
Officer, S&T Bancorp, Inc.
and S&T Bank

S&T BANCORP EXeECUTIVE MANAGEMENT

David G. Antolik

Senior Vice President
Commercial Lending

Todd D. Brice

Executive Vice President
Commercial Lending

Richard A. Fiscus

Senior Vice President
Branch Administration

D. Kathleen Greenwell

Senior Vice President
Employee Services

Edward C. Hauck

Executive Vice President
Retail Banking and Support Services

Thomas E. Kiral

President
S&T Insurance

H. William Klumpp

Senior Vice President
Marketing

Mark Kochvar

Senior Vice President
and Treasurer

David L. Krieger

Executive Vice President
Commercial Lending

James C. Miller

President and
Chief Executive Officer

Michelle Petrovsky

Senior Vice President
Commercial Lending

Malcolm E. Polley

Senior Vice President and
Chief Investment Officer
Wealth Management

Robert E. Rout

Executive Vice President, Chief
Financial Officer, and Secretary

Christine J. Olson

Chairman and Chief
Executive Officer,
S.W. Jack Drilling Company

Partner, C&N Company

Alan Papernick, Esq.
Attorney-at-Law

Myles D. Sampson

President,
Rimco Properties, Inc.

Charles A. Spadafora

President,
Colonial Motor Mart

David P. Ruddock

Executive Vice President
Information Technology
and Operations

J. Jeffrey Smead

Executive Vice President
Credit Administration

Gregor T. Young IV, J.D.

Executive Vice President and
Managing Director
Wealth Management



S&T BANK SERVICE AREA

Armagh
Susan M. Shank

Retail Sales Manager
133 Philadelphia Street

Blairsville

Resort Plaza

Donald J. LoPresti
Retail Sales Manager
111 Resort Plaza Drive

Blairsville Station

Deborah J. Zias

Assistant Retail Sales Manager
205 E. Market Street

Brockway
Roberta Klingensmith

Retail Sales Manager
456 Main Street

Brookville
Ted B. Truman

Retail Sales Manager
256 Main Street

Route 36

John C. Oberlin

Retail Sales Manager
Route 36 & Interstate 80

Butler
Daniel C. DeBower

Retail Sales Manager
181 New Castle Road

Clarion
Larry W. Jamison

Retail Sales Manager
410 Main Street

White Pillars

Lisa Esser-Laugand
Retail Sales Manager
650 Main Street

Cranberry Township
S&T Bank Business Center
Zebulon Lesser

Retail Sales Supervisor

20001 Route 19
724-742-9712

Delmont
Pamela P. Price

Retail Sales Manager
85 Greensburg Street

Delmont Wal-Mart

April S. Shipley

Retail Sales Manager

6700 Hollywood Boulevard

Derry

Enid S. Mercinko
Retail Sales Manager
100 S. Chestnut Street

DuBois
DuBois Drive-Up
Eva M. McKee

Retail Services Supervisor
35 W. Scribner Avenue

DuBois Mall
Melanie A. McGinnis
Retail Sales Manager
Shaffer Road

DuBois Regional Banking Center
Linda G. Armstrong

Retail Sales Manager

614 Liberty Boulevard

Treasure Lake

James E. Allen

Retail Services Supervisor
Coral Reef &

Crooked Island Roads

Duncansville
Strawberry Meadows
Kathleen A. Hughes
Retail Sales Manager
200 Patchway Road

East Oakmont
Stacy A. Burgeson

Retail Sales Manager
2190 Hulton Road

Ford City

Paul J. Barbiaux
Retail Sales Manager
323 Ford Street

Manor

Judy L. Creel

Retail Sales Manager

420 Pleasantview Drive &
Armstrong Street

Greensburg

Judith A. Soles

Retail Sales Manager

701 East Pittsburgh Street

Holiday Park

Michael F. Ciocca
Retail Sales Manager
2388 Rt. 286

Holiday Park Drive-Up
Kathleen L. Bednarz
Retail Services Supervisor
2320 Rt. 286

Homer City
Michael F. Grimes, Jr.

Retail Sales Manager
34 N. Main Street

Indiana

Main Office

Christine A. Rumbaugh
Retail Sales Manager
800 Philadelphia Street

Fifth and Philadelphia
Lianna S. Empfield

Retail Services Supervisor
501 Philadelphia Street

N. Fourth Street
Linda F. Shaffer
Retail Sales Manager
324 N. Fourth Street

Direct Banking Center
Mark W. Kromer
Manager

355 N. Fifth Street

Indian Springs
Jennifer J. Myers
Retail Sales Manager
2175 Rt. 286 South

SouthTowne Plaza
Cathryn L. Cooper
Retail Sales Manager
3100 Oakland Avenue

Wayne Avenue
Renee Lazeration
Retail Sales Manager
1107 Wayne Avenue

Kittanning
Hilltop Plaza
Amanda J. Coon
Retail Sales Manager
Rt. 268

Latrobe

Wildcat Commons
Robert J. Lasinski
Retail Sales Manager
100 Colony Lane

Lucerne
Bernadette Palchesko

Retail Sales Manager
Rt. 119 & Lucerne Road

Monroeville

Donna A. Benzenhoefer
Retail Sales Manager
4385 Old William

Penn Highway

Murrysville
Jacqueline A. Hahn
Retail Sales Manager
4251 Old William
Penn Highway

New Bethlehem

Jamie S. Lefever
Retail Sales Manager
363 Broad Street

New Bethlehem Drive-Up
Lori Otte-Bailey

Retail Sales Manager

628 Broad Street

Penn Hills

Tamara L. Geibel
Retail Sales Manager
12262 Frankstown Road

Plum

James T. End, Jr.
Retail Sales Manager
7660 Saltsburg Road

Punxsutawney

Hampton Avenue

Laurie J. Appleman
Retail Sales Manager
232 N. Hampton Avenue

Mahoning

Vicki M. Lowmaster
Retail Sales Manager
539 W. Mahoning Street

S&T branch offices may be reached by calling 800-325-BANK or, in Indiana, at 724-349-1800.

Reynoldsville

Carol O’Donnell
Retail Sales Manager
418 Main Street

Saltsburg
Darlene D. Shirley

Retail Sales Manager
602 Salt Street

Shadyside

S&T Business Banking Center
Lynn A. Fritzius

Retail Sales Supervisor

820 S. Aiken Avenue
412-802-6000

Unity
Adam B. Embry

Retail Sales Manager
301 Unity Center Road

Vandergrift
Valerie L. Stone

Retail Sales Manager
109 Grant Avenue

Youngwood
Sheri L. Aston

Retail Sales Manager
100 S. Fourth Street

S&T Brokerage
Services

645 Philadelphia Street
724-465-1435

S&T Commercial
Lending

800 Philadelphia Street
724-465-1486

S&T Insurance

Insurance Agency—Evergreen
Insurance Associates, LLC
Ebensburg Office: 800-662-2020
Greensburg Office: 800-291-7385

S&T Professional
Resources

324 N. Fourth Street
866-577-6676

S&T Wealth
Management
Indiana

43 S. Ninth Street
724-465-1443 or
800-446-0246

Brookville
256 Main Street
814-849-1254

DuBois
614 Liberty Boulevard
814-375-3869

Pittsburgh
One Gateway Center
412-471-4083
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ReEGIONAL ADVISORY BOARDS

Indiana Regional
Advisory Board

Charles R. Altemus
Todd D. Andree

John H. Armstrong, Esq.
Frank T. Baker, Ph.D.
David Bork, Sr.

Steven N. Brody
Bernard Bruns

James D. Carmella, Esq.
James Connelly, D.D.S.
Daniel A. David
Randy Davis

Troy D. Dolan

Lynn A. Doverspike
Christopher J. Evans
David Grube

W. David Hoff, D.C.
William L. Hughes
Wayne A. Kablack, Esq.
Francis E. Kane

Hastie Kinter

Mike Klapak

Gladys W. Knox
Nathan Kovalchick
Michael A. Lamantia
Ronald M. Little
Christina Lubold, M.D.
Robert S. Marcus, Esq.
Laura Carino Musser
Wallace Putt

Michael A. Scanlan
Joseph V. Serwinski
Paul Sherry

William T. Shulick
Michael R. Stever, D.O.
Jeffrey Taylor

William H. Toy

Robert Tunno

Shafic Y. Twal, M.D.

William A. Vitalie, D.D.S.

Gary W. Wheatley
Ralph L. Wingrove
Steve Wolfe

Northern Regional
Advisory Board

Beth Ammerman-Gerg, Esq.

Milissa Bauer

Dan Brownlee

Paula Cherry, Esq.
Dan Corbet

Ann K. Cristini
William C. Deeley
Jack DeMotte

John C. Dennison II, Esq.
James Devlin, M.D.
Jeffery S. DuBois, Esq.
Thomas G. Gasbarre
J. Richard George
Anson R. Graham
Robert M. Hanak, Esq.
George Heigel

Darl Hetrick

Michael J. Johnston
David Kahle

Robert W. Keim
Joseph J. Kernich, M.D.
Ronald E. King
Richard W. Kooman II, Esq.
Charles P. Leach, Jr.
Jeffrey Lundy, Esq.
Richard L. Martin
Dalph McNeil
Stephen R. Means
Jatin Mehta, D.V.M.
Bradley R. Miller
Kim E. Mowrey

Gary A. Peters
Timothy Reddinger
Paul K. Rezk

Thomas E. Robb, Jr.
R.B. Robertson

R.B. Robertson, Jr.
James Scerbo, M.D.
Mary Jo Shaffer

Keith D. Shields

John Sisk

Gregory R. Snyder

Jamie C. Stello, Esq.
Frank T. Stockdale
Frank A. Varischetti, Sr.
George E. Walker
David L. Young, Esq.
Stephen P. Zarlinski
Lisa M. Zocco

Allegheny/Westmoreland
Regional Advisory Board

William E. Anderson
Kathy L. Anderson
Earl W. Garlow

Louis A. Grant, Jr.
Darryl Hall

Fred P. Harchelroad, Jr.
John S. Kuruc
Mitchell McKenney
Michael Morris
Donald R. O’Block
Ann Pauly

James C. Rumbaugh
Andrew N. Stewart
Pat Tiani, Jr.

Ruth Ann Wargofchik



INVESTOR INFORMATION

S&T Bancorp, Inc. is a bank holding company
organized under the Pennsylvania Business
Corporation Law. Its wholly owned subsidiaries
are S&T Bank and S&T Investment Company,
Inc. In addition, S&T Bancorp, Inc. owns a one-
half interest in Commonwealth Trust Credit Life
Insurance Company.

S&T Bank was started in 1902 with one office
in Indiana and has grown to 49 offices that
provide a full range of financial services to
people in Indiana, Allegheny, Armstrong, Blair,
Butler, Cambria, Clarion, Clearfield, Jefferson,
Westmoreland, and surrounding counties. The
bank has always maintained a sincere interest
in both its customers and the success of area
businesses. This concern has helped S&T meet
its customers’ needs with quality banking
services as well as foster the economic vitality
of its communities.

The Annual Meeting of Shareholders of S&T
Bancorp, Inc. will be held at 10 a.m. on Monday,
April 19, 2004 at the S&T Training and Support
Center, 355 North Fifth Street, Indiana, Pa.

Independent Auditors

Ernst & Young LLP
One Oxford Centre
Pittsburgh, PA 15219

Transfer Agent

If you need assistance regarding:

¢ Change in registration of certificates

® Reporting lost certificates

¢ Information regarding the Dividend
Reinvestment Program

¢ Information regarding Direct Deposit
of cash dividends

Please contact our transfer agent:
American Stock Transfer & Trust Company
59 Maiden Lane

New York, NY 10007

800-937-5449

www.amstock.com

General Shareholders Inquiries:
S&T Bancorp Shareholder Services
Sandy Ingmire

43 South Ninth Street

Indiana, PA 15701

724-465-1466 or 800-325-2265
treasury@stbank.net

Form 10-K

Copies of the Corporation’s Annual Report on
Form 10-K, on file at the Securities and Exchange
Commission pursuant to Section 13 of the
Securities Exchange Act of 1934, may be obtained
free by writing to: The Corporate Secretary, S&T
Bancorp, Inc., PO. Box 190, Indiana, PA 15701-0190.

S&T Bancorp, Inc. stock is traded on the
NASDAQ National Market System under
the symbol STBA.

43 South Ninth Street
Indiana, PA 15701-3921
800-325-BANK
www.stbank.com



S&T Bancorp, Inc.
P.O. Box 190
Indiana, PA 15701
800-325-BANK

www.stbank.com



