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Item 1.01 Entry Into a Material Definitive Agreement
 
1997 Long-Term Incentive Award Plan – 2006 Incentive Share / Performance Unit Award Opportunity Grants
 
On January 20, 2006, the Personnel and Compensation Committee of the Board of Directors of The PNC Financial Services Group, Inc. authorized the grant of incentive share /
performance unit award opportunities as of January 23, 2006 to selected executive officers, including James E. Rohr, PNC’s Chairman and Chief Executive Officer, and the
company’s next four most highly-compensated executive officers, and to certain other senior officers of PNC.
 
Incentive shares and performance units are long-term incentive grants made under PNC’s 1997 Long-Term Incentive Award Plan, most recently approved by shareholders in
2001. Incentive share and performance unit grants are subject to the achievement of corporate performance goals and other conditions established by the Committee. At the end
of the performance period, the Committee must certify the level of performance that has been achieved. The level of performance achieved will determine the maximum
number of shares of PNC common stock (if any) that the Committee may award to an officer with respect to incentive shares and the maximum amount of cash (if any) that the
Committee may award to an officer with respect to performance units.
 
The new 2006 incentive share / performance unit award opportunity grants have a three-year performance period, beginning January 1, 2006 and ending December 31, 2008,
and a maximum combined award size at the end of the performance period of 200% of the target shares / units in each grant. The corporate performance goals for these grants
will be based on PNC’s earnings per share growth and return on average common shareholders’ equity relative to its peer group. The incentive share portion of the award
opportunity relates to performance levels up to and including target performance. Awards, if any, for achievement of any of these levels of performance would be made in early
2009 in shares of PNC common stock, up to 100% of the target shares in the grant. The performance unit portion of the award opportunity relates to performance levels from
the target level up to and including the maximum performance level. If the level of performance achieved exceeds the target level, an additional award would be made in early
2009 for this premium level of performance (between target and maximum performance) in performance units, with a maximum award size of 100% of the target units in the
grant. Awarded performance units would be paid in cash, with the maximum amount of the cash payment determined by multiplying the number of performance units then
awarded by the per share price of PNC common stock on the award date in early 2009. Thus, the maximum combined award size for a grant would be 200% of the number of
target shares / units in the combined grant.
 
With these 2006 grants, the Committee determined to move from its prior practice of granting incentive share award opportunities every three years as part of the long-term
compensation component of total compensation for these officers to granting them incentive share / performance unit award opportunities annually, in smaller amounts, while
maintaining a three-year performance period. We believe that smaller annual grants will provide the company with more flexibility to reflect changing market and other
conditions and to make annual compensation awards more consistent. The Committee also decided to discontinue its practice of granting restricted stock on an annual basis as
part of the long-term compensation component of total compensation for this selected group of officers, although the Committee may still make such restricted stock grants on
an individual basis from time to time. Restricted stock grants continue to be a component of annual compensation for this selected group, since a portion of their annual
incentive awards is paid in the form of restricted stock.
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The 2006 incentive share / performance unit award opportunity grants made to the executive officers named in the summary compensation table in the proxy statement for our
2005 annual meeting of shareholders were as follows, with the numbers reflecting the target number of shares with respect to which the grants were made: James E. Rohr
(50,000); Joseph C. Guyaux (19,000); William S. Demchak (19,000); Timothy G. Shack (15,000); and Thomas K. Whitford (13,000). The actual number of shares of PNC
common stock, if any, and the amount of cash, if any, that an officer receives will be determined by the Committee early in 2009. One executive officer (not named in that
summary compensation table) received a grant of restricted stock similar to the grants made last year to officers in this selected group rather than a 2006 incentive share /
performance unit award opportunity grant.
 
The performance period for the last cycle of incentive share award opportunity grants ended December 31, 2005. The Committee will meet later in January to determine the
level of performance achieved and the number of shares of restricted and unrestricted PNC common stock to be received for that cycle. No performance units were granted in
the last cycle.
 
Item 7.01 Regulation FD Disclosure
 
On January 5, 2006, the Board of Directors of The PNC Financial Services Group, Inc., acting upon the recommendation of its Nominating and Governance Committee,
approved amendments to the PNC Corporate Governance Guidelines. The amendments provide that in an uncontested election of directors, any nominee for director who
receives a greater number of votes “withheld” from his or her election than votes “for” his or her election will promptly tender his or her resignation to the Chairman of the
Board of Directors. The Nominating and Governance Committee will promptly consider the nominee’s resignation and will recommend to the full Board whether to accept or
reject it. The Board will act on the Nominating and Governance Committee’s recommendation no later than 90 days following the date of the shareholders’ meeting when the
election occurred.
 
A copy of the PNC Corporate Governance Guidelines, as amended, is included in this Report as Exhibit 99.1 and is furnished herewith.
 
Item 9.01 Financial Statements and Exhibits
 
(d) Exhibits. The exhibit listed on the Exhibit Index accompanying this Form 8-K is furnished herewith.
 

- 3 -



SIGNATURE
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
 
  THE PNC FINANCIAL SERVICES GROUP, INC.
  (Registrant)

Date: January 26, 2006
 

By:
 

/s/ Samuel R. Patterson

    Samuel R. Patterson
    Controller
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Exhibit 99.1
 

THE PNC FINANCIAL SERVICES GROUP, INC.
CORPORATE GOVERNANCE GUIDELINES

 
AS APPROVED AND AMENDED BY THE BOARD OF DIRECTORS

ON JANUARY 5, 2006
 
1. Director Qualifications
 

The Board will have a majority of Directors who meet the criteria for independence required by the New York Stock Exchange. No Director will qualify as
independent unless the Board affirmatively determines that the Director has no material relationship with the Corporation (either directly or as a partner, shareholder or officer
of an organization that has a relationship with the Corporation). The Nominating and Governance Committee is responsible for reviewing the qualifications and independence
of the members of the Board and its various committees on a periodic basis as well as the composition of the Board as a whole. This assessment will include members’
independence, as well as consideration of diversity, age, skills, and experience in the context of the needs of the Board. Nominees qualified for Directorship will be identified by
the Nominating and Governance Committee in a manner consistent with criteria approved by the Board, including any specific, minimum qualifications that the committee
believes must be met by a committee-recommended nominee for Director. The invitation to join the Board should be extended by the Chairman of the Nominating and
Governance Committee and the Chairman of the Board, jointly acting on behalf of the Board.
 

The Corporation’s By-Laws currently provide the Board of Directors shall consist of not fewer than five nor more than thirty-six members as shall be established
from time to time by the Board of Directors. The Board will establish the number of Directors based on the recommendations of the Nominating and Governance Committee,
which will consider, among other factors: the Board’s current and anticipated need for Directors with specific qualities, skills, experience, or backgrounds; the availability of
highly qualified candidates; committee workloads and membership needs; and anticipated Director retirements. A person who is age 70 or older shall not be appointed to the
Board of Directors or be nominated for election or reelection as a Director.
 

A Director is required to offer to resign from the Board in either of the following two situations. First, if the Director retires from or changes the principal
occupation, position, or responsibility he or she held when most recently elected or appointed to the Board, the Director shall submit his or her offer to resign to the Nominating
and Governance Committee. The Nominating and Governance Committee shall have the authority to accept or reject the offer to resign on behalf of the Board of Directors
based on its consideration of the factors listed in the second paragraph immediately below.
 
Second, in an uncontested election of Directors (i.e., an election where the only nominees are those recommended by the Board of Directors), any nominee for Director who
receives a greater number of votes “withheld” from his or her election than votes “for” his or her election will promptly tender his or her resignation to the Chairman of the
Board following certification of the shareholder vote.



The Nominating and Governance Committee will promptly consider the resignation submitted by a Director receiving a greater number of votes “withheld” from his or her
election than votes “for” his or her election, and the Nominating and Governance Committee will recommend to the Board whether to accept the tendered resignation or reject
it. In considering whether to accept or reject the tendered resignation, the Nominating and Governance Committee will consider all factors deemed relevant by the members of
the Nominating and Governance Committee, including, without limitation: the stated reasons why shareholders “withheld” votes for election from such Director; the length of
service and qualifications of the Director whose resignation has been tendered; the Director’s contributions to the Corporation; the relevant provisions of the Corporation’s
Corporate Governance Guidelines; and the best interests of all shareholders.
 
The Board will act on the Nominating and Governance Committee’s recommendation no later than 90 days following the date of the shareholders meeting when the election
occurred. In considering the Nominating and Governance Committee’s recommendation, the Board will consider the factors considered by the Nominating and Governance
Committee and such additional information and factors the Board believes to be relevant. Following the Board’s decision on the Nominating and Governance Committee’s
recommendation, the Corporation will promptly publicly disclose the Board’s decision whether to accept the resignation as tendered (providing a full explanation of the process
by which the decision was reached and, if applicable, the reasons for rejecting the tendered resignation) in a Form 8-K filed with the United States Securities and Exchange
Commission.
 
To the extent that one or more Directors’ resignations are accepted by the Board, the Nominating and Governance Committee will recommend to the Board whether to fill such
vacancy or vacancies or to reduce the size of the Board.
 
Any Director who tenders his or her resignation pursuant to this provision will not participate in the Nominating and Governance Committee recommendation or Board
consideration regarding whether or not to accept the tendered resignation. If a majority of the members of the Nominating and Governance Committee received a greater number
of votes “withheld” from their election than votes “for” their election at the same election, then the independent Directors who are on the Board who did not receive a greater
number of votes “withheld” from their election than votes “for” their election (or who were not standing for election) will appoint a special Board committee amongst
themselves solely for the purpose of considering the tendered resignations and will recommend to the Board whether to accept or reject them. This special Board committee
may, but need not, consist of all of the independent Directors who did not receive a greater number of votes “withheld” from their election than votes “for” their election or who
were not standing for election.
 

This corporate governance guideline will be summarized or included in each proxy statement relating to an election of directors of the Corporation. Directors
should advise the Chairman of the Board and the Chairman of the Nominating and Governance Committee in advance of accepting an invitation to serve on another public
company board. There should be an opportunity for the Board through the Nominating and Governance Committee to review the
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Director’s availability to fulfill his or her responsibilities as a Director if he or she serves on more than three other public company boards. In addition, it is the Board’s policy
that no member of the Board’s Audit Committee is to serve simultaneously on the audit committees of more than three public companies, including the Corporation’s Audit
Committee.
 

The Board does not believe it should establish term limits. While term limits could help to make fresh ideas and viewpoints available to the Board, they have the
disadvantage of losing the contribution of Directors who have been able to develop, over a period of time, increasing insight into the Corporation and its operations and,
therefore, provide an increasing contribution to the Board as a whole.
 
2. Director Responsibilities
 

The basic responsibility of the Directors is to exercise their business judgment in good faith to act in what they reasonably believe to be in the best interests of the
Corporation. In discharging that obligation, Directors are entitled to rely on the honesty and integrity of their fellow Directors and the Corporation’s senior executives and
outside advisors and auditors. The Directors shall also be entitled to have the Corporation purchase reasonable Directors’ and officers’ liability insurance on their behalf, to the
benefits of indemnification to the fullest extent permitted by law and the Corporation’s articles of incorporation, by-laws and any indemnification agreements, and to
exculpation as provided by state law and the Corporation’s articles of incorporation.
 

Directors are expected to attend Board meetings and meetings of committees on which they serve, and to spend the time needed and meet as frequently as
necessary to properly discharge their responsibilities. Information and data that are important to the Board’s understanding of the business to be conducted at a Board or
committee meeting should generally be distributed in writing to the Directors before the meeting, and Directors should review these materials in advance of the meeting.
 

The Board has no policy with respect to the separation of the offices of Chairman and the Chief Executive Officer. The Board believes that this issue is part of the
succession planning process, which is overseen by the Personnel and Compensation Committee, and that it is in the best interests of the Corporation for the Board to make a
determination when it elects a new chief executive officer.
 

The currently serving chairman of the Nominating and Governance Committee will serve as the Board’s Presiding Director and will perform such responsibilities
as are approved by the Board from time to time.
 

The Chairman will establish the agenda for each Board meeting. At the beginning of the year the Chairman will establish a schedule of agenda subjects to be
discussed during the year (to the degree this can be foreseen). Each Board member is free to suggest the inclusion of items on the agenda. Each Board member is free to raise at
any Board meeting subjects that are not on the agenda for that meeting. The Board will review the Corporation’s long-term strategic plans and the principal issues that the
Corporation will face in the future during at least one Board meeting each year.
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The non-management Directors will meet periodically in executive session. If the Corporation’s non-management Directors include Directors who are not
independent under the corporate governance rules of the New York Stock Exchange, the Corporation’s independent Directors will meet by themselves in executive session at
least quarterly. The Presiding Director will preside at these executive sessions and that fact will be disclosed in the annual proxy statement.
 

The Board believes that the management speaks for the Corporation. Individual Board members may, from time to time, meet or otherwise communicate with
various constituencies that are involved with the Corporation. But it is expected that Board members will do this only with the knowledge of the management and, absent
unusual circumstances or as contemplated by the committee charters, only at the request of management.
 
3. Board Committees
 

The Board will have at all times an Audit Committee, a Nominating and Governance Committee and a Personnel and Compensation Committee. All of the
members of these committees will be independent Directors under the criteria established by the New York Stock Exchange. The Board will have additional standing and
temporary committees as necessary or appropriate. In general, committee members will be appointed by the Board upon the recommendation of the Nominating and
Governance Committee, with consideration of the desires of individual Directors. It is the sense of the Board that consideration should be given to rotating committee members
periodically, but the Board does not feel that rotation should be mandated as a policy.
 

Each committee will have its own charter. The charters will set forth the purposes and responsibilities of the committees as well legal or other requirements
affecting the committee, the source of the committee’s authority, minimum membership, membership requirements, the minimum number of annual meetings and procedures for
committee member appointment; in addition, the charters will address committee reporting to the Board. The charters will also provide that each committee will annually
evaluate its performance. The charters of the Board’s Audit, Nominating and Governance, and Personnel and Compensation Committees will include such other provisions as
may be required by the corporate governance rules of the New York Stock Exchange.
 

The chairman of each committee, in consultation with the committee members, will determine the frequency and length of the committee meetings consistent with
any requirements set forth in the committee’s charter. The chairman of each committee, in consultation with the appropriate members of the committee and management, will
develop the committee’s agenda. At the beginning of the year each committee will establish a schedule of agenda subjects to be discussed during the year (to the degree these
can be foreseen). The meeting schedule for each committee will be furnished to all Directors.
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The Board and each committee have the power to hire at the expense of the Corporation independent legal, financial or other advisors as they may deem
necessary, without consulting or obtaining the approval of any officer of the Corporation in advance.
 

Certain committees may meet simultaneously as committees of the Corporation and of PNC Bank, though they should hold separate sessions if necessary to
address issues that are relevant to one entity but not the other or to consider transactions between the two entities or other matters where the Corporation and the Bank may have
different interests. In addition, any such committee should consult with internal or outside counsel if, in the opinion of the committee, any matter under consideration by the
committee has the potential for any conflict between the interests of the Corporation and those of the Bank or the Corporation’s other subsidiaries in order to ensure that
appropriate procedures are established for addressing any such potential conflict and for ensuring compliance with the Corporation’s policies regarding Sections 23A and 23B of
the Federal Reserve Act.
 
4. Director Access to Officers and Employees
 

Directors have full and free access to officers and employees of the Corporation. Any meetings or contacts that a Director wishes to initiate may be arranged
through the CEO or the Corporate Secretary or directly by the Director. The Directors will use their judgment to ensure that any such contact is not disruptive to the business
operations of the Corporation and will, to the extent not inappropriate, copy the CEO on any written communications between a Director and an officer or employee of the
Corporation.
 

The Board welcomes regular attendance at each Board meeting of the appropriate representatives of senior management of the Corporation as shall be determined
from time to time, subject to the Board’s right in all instances to meet in executive session or with a more limited number of management representatives. If the CEO wishes to
have additional Corporation personnel attendees on a regular basis, this suggestion should be brought to the Board for consideration.
 
5. Director Compensation
 

The form and amount of Director compensation will be determined or recommended to the Board of Directors by the Nominating and Governance Committee in
accordance with the policies and principles set forth in its charter and any NYSE or other applicable rules, and that committee will conduct an annual review of Director
compensation. The Nominating and Governance Committee will consider that Directors’ independence may be jeopardized if Director compensation and perquisites exceed
customary levels, if the Corporation makes substantial charitable contributions to organizations with which a Director is affiliated, or if the Corporation enters into consulting
contracts with (or provides other indirect forms of compensation to) a Director or an organization with which the Director is affiliated.
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6. Director Orientation and Continuing Education
 

All new Directors must participate in the Corporation’s Orientation Program, which should be conducted within two months of the annual meeting at which new
Directors are elected or within two months of the time the new Director otherwise joins the Board. This orientation will include presentations by senior management to
familiarize new Directors with the Corporation’s strategic plans, its significant financial, accounting and risk management issues, its compliance programs, its Code of Business
Conduct and Ethics, its principal officers, and its internal and independent auditors. All continuing Directors are also invited to attend the Orientation Program. The Nominating
and Governance Committee will oversee continuing education programs for Directors.
 
7. CEO Evaluation and Management Succession
 

The Personnel and Compensation Committee will conduct an annual review of the CEO’s performance, as set forth in its charter. The Board of Directors will
review the Personnel and Compensation Committee’s report in order to confirm that the CEO is providing effective leadership for the Corporation in the long- and short-term.
 

The Personnel and Compensation Committee will also report to the Board on the Committee’s review of the performance of the Corporation’s named executive
officers included in the Corporation’s annual meeting proxy statement.
 

The Personnel and Compensation Committee should periodically report to the Board on succession planning. The entire Board will work with the Personnel and
Compensation Committee to nominate and evaluate potential successors to the CEO. The CEO should at all times make available his or her recommendations and evaluations of
potential successors, along with a review of any development plans recommended for such individuals.
 
8. Annual Performance Evaluation
 

The Board of Directors will conduct an annual self-evaluation to determine whether it and its committees are functioning effectively. The Nominating and
Governance Committee will receive comments from all Directors and report annually to the Board with an assessment of the Board’s performance. This will be discussed with
the full Board following the end of each calendar year. The assessment will focus on the Board’s contribution to the Corporation and specifically focus on areas in which the
Board or management believes that the Board could improve.
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