
 

 

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

   
Date of Report (Date of Earliest Event Reported):  February 8, 2008

Sterling Financial Corporation 
__________________________________________
(Exact name of registrant as specified in its charter)

   
Pennsylvania 0-16276 23-2449551

_____________________
(State or other jurisdiction

_____________
(Commission

______________
(I.R.S. Employer

of incorporation) File Number) Identification No.)
    

101 North Pointe Boulevard, Lancaster, Pennsylvania  17601-4133
_________________________________
(Address of principal executive offices)

 ___________
(Zip Code)

   
Registrant’s telephone number, including area code:  717-581-6030

Not Applicable 
______________________________________________

Former name or former address, if changed since last report

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:

[x]  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[  ]  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
[  ]  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[  ]  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 8.01 Other Events.

As previously reported, on July 19, 2007, Sterling Financial Corporation entered into a definitive merger agreement with The PNC Financial Services Group Inc. On February 8,
2008, Sterling commenced mailing a letter to its shareholders to provide shareholders with a progress report on Sterling's merger with PNC and the conclusion of the EFI
investigation and restatement of Sterling's financials. Such letter is attached to this Current Report on Form 8-K as Exhibit 99.1 and is incorporated herein by reference.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.

99.1 Sterling Financial Coporation letter to shareholders dated February 8, 2008

Forward-Looking Statements

This document contains forward-looking statements made pursuant to the safe-harbor provisions of the Private Securities Litigation Act of 1995. These include statements as to
the proposed benefits of the merger between Sterling and PNC (the “Merger”), including future financial and operating results, cost savings, enhanced revenues and the
accretion/dilution to reported earnings that may be realized from the Merger as well as other statements of expectations regarding the Merger and any other statements regarding
future results or expectations. These statements involve risks and uncertainties that may cause results to differ materially from those set forth in these statements. Sterling
cautions readers that results and events subject to forward-looking statements could differ materially due to the following factors, among others: the risk that the businesses of
Sterling and PNC in connection with the Merger will not be integrated successfully or such integration may be more difficult, time-consuming or costly than expected; expected
revenue synergies and cost savings from the Merger may not be fully realized or realized within the expected time frame; revenues following the Merger may be lower than
expected; customer and employee relationships and business operations may be disrupted by the Merger; the ability to obtain required governmental and stockholder approvals,
and the ability to complete the Merger on the expected timeframe; possible changes in economic and business conditions; the existence or exacerbation of general geopolitical
instability and uncertainty; the ability of Sterling and PNC to integrate recent acquisitions and attract new customers; possible changes in monetary and fiscal policies, and laws
and regulations; the effects of easing of restrictions on participants in the financial services industry; the cost and other effects of legal and administrative cases; possible
changes in the credit worthiness of customers and the possible impairment of collectibility of loans; the effects of changes in interest rates and other risks and factors identified
in each company’s filings with the SEC. Sterling does not undertake any obligation to update any forward-looking statement, whether written or oral, relating to the matters
discussed in this document.

Additional Information About This Transaction

The PNC Financial Services Group, Inc. and Sterling Financial Corporation will be filing a proxy statement/prospectus and other relevant documents concerning the merger
with the United States Securities and Exchange Commission (the “SEC”). WE URGE INVESTORS TO READ THE PROXY STATEMENT/PROSPECTUS AND ANY
OTHER DOCUMENTS TO BE FILED WITH THE SEC IN CONNECTION WITH THE MERGER OR INCORPORATED BY REFERENCE IN THE PROXY
STATEMENT/PROSPECTUS, BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION. Investors will be able to obtain these documents free of charge at the
SEC’s web site (www.sec.gov). In addition, documents filed with the SEC by The PNC Financial Services Group, Inc. will be available free of charge from Shareholder
Relations at (800) 843-2206. Documents filed with the SEC by Sterling Financial Corporation will be available free of charge from Sterling Financial Corporation by contacting
Shareholder Relations at (877) 248-6420. 

The directors, executive officers, and certain other members of management and employees of Sterling Financial Corporation are participants in the solicitation of proxies in
favor of the merger from the shareholders of Sterling Financial Corporation. Information about the directors and executive officers of Sterling Financial Corporation is set forth
in the proxy statement for its 2007 annual meeting of stockholders, which was filed with the SEC on April 2, 2007. Additional information regarding the interests of such
participants will be included in the proxy statement/prospectus and the other relevant documents filed with the SEC when they become available.
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SIGNATURES

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.

     
  Sterling Financial Corporation
      
February 11, 2008  By:  Jean Svoboda 
    
    Name: Jean Svoboda
    Title: Senior Vice President, General Counsel
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99.1  Sterling Financial Corporation letter to shareholders dated 2-8-08



February 8, 2008

Dear Shareholder:

The purpose of our letter today is to give you a progress report on the merger with PNC and the conclusion of the EFI investigation and restatement of
our financials.

The Merger with PNC 
Preparations are underway for the planned acquisition by PNC. In late January the Federal Reserve granted their approval for the merger and noted that
the application would require no branch divestitures. This regulatory milestone followed approval from the appropriate state regulators.

The preliminary merger Registration Statement (on Form S-4) has been filed with the Securities and Exchange Commission (SEC). This very detailed
document (over 200 pages) is available on either the SEC web site (www.SEC.gov) or the PNC web site (www.PNC.com). Once the SEC responds,
each shareholder will be sent the final proxy statement/prospectus along with materials to allow you to vote your proxy, indicating your vote on the plan
of the merger. As you will see in the proxy statement/prospectus, Sterling’s Board of Directors recommends that you vote for the merger. In addition,
you will receive a second mailing that will allow you to make your merger consideration election. More detail on the documents you will receive is
included on page two of this letter.

We ask that you prepare to review the proxy statement and election materials and send in your proxy promptly. 
We have retained the firm of Georgeson, Inc. to act as proxy solicitor and information agent. Therefore, you may receive a phone call from a
representative of that company reminding you to vote your shares in a timely manner. Georgeson will also be available to answer procedural questions
regarding the transaction as described in the proxy statement/prospectus. Your proxy materials will contain a toll free phone number for Georgeson.

Results of the Independent Investigation and Restatement 
The independent investigation commissioned by the Audit Committee of Sterling’s Board has been completed. 
It was led by the law firm of Stradley Ronon Stevens & Young, who engaged the forensic accounting group of KPMG, one of the nation’s leading
accounting firms. As you will read in the proxy statement/prospectus, the investigators were very thorough.

The investigators concluded that two of EFI’s senior officers, its chief operating officer and its executive vice president, with the assistance of a number
of other EFI employees, certain customers, and other third parties, perpetuated a scheme that subverted virtually every aspect of EFI’s loan process,
including its internal controls. This sophisticated scheme involved concealing credit delinquencies and falsifying financing contracts and related
documents, all designed to defeat Sterling’s established internal controls and reporting systems.

These deceptive activities were limited to EFI. The investigators found no evidence that Sterling management or any non-EFI personnel were involved in
or aware of the scheme, and no customer accounts in Sterling’s banks or other affiliates were affected.

Sterling is cooperating fully with appropriate federal authorities to support the ongoing criminal investigation.

The restatement of certain prior year financial reports made necessary by the fraud at EFI has also been completed. Sterling initially reported on May 24,
2007, that it expected to record a cumulative after-tax charge to the December 31, 2006, financial statements totaling approximately $145 million to
$165 million. On November 14, 2007, Sterling reported that an additional cumulative after-tax charge of approximately $35 million may be necessary
under generally accepted accounting principles. Sterling’s final after-tax charge is approximately 
$200 million, consistent with the revised estimate announced in November. The restated financials for 2006 are included with the proxy
statement/prospectus that you will receive soon.

Preparations for Voting Your Proxy 
Your proxy card and voting instructions are expected to be sent to you shortly with your proxy statement. These documents provide important
information and the process for voting your shares. While there will be a Special Shareholders Meeting held (the date will be indicated in your
materials), the sole purpose of this meeting will be to vote on the merger. We anticipate a very short business meeting, with no presentations or food
service. Therefore, the Sterling Board of Directors recommends that you vote for the merger by sending in your proxy.

Preparations for Electing Your Merger Consideration 
Very soon after you receive your proxy materials, you will receive a separate mailing that contains your merger consideration election form. This
document allows you to state your preference regarding how you will be paid for your Sterling shares, subject to allocation as described in the proxy
statement/prospectus.

If you do not return your form of election and surrender your stock certificate(s) in a timely manner, you will not have made a proper merger
consideration election. That means that you will receive cash, shares of PNC common stock, or a mixture of cash and shares of PNC common stock,
based on what is available after giving effect to the valid elections made by other shareholders, as well as the proration adjustment described in the
proxy statement/prospectus.

Locating your Certificates 
If your shares are represented by paper stock certificates, you should locate them now. When you receive the merger consideration mailing, you will
need to surrender the original certificates in order to receive the merger consideration of your choosing. If your shares are held in book-entry form,
simply follow the instructions in the mailing when you receive it.

If you have lost your share certificates, please contact Sterling’s Shareholder Relations Officer immediately at 
717-735-4066 to have replacement certificates issued. You may also contact American Stock Transfer and Company directly at 1-800-937-5449 to
obtain replacement certificate information.

Thank you for being loyal Sterling shareholders.

Sincerely,



Glenn R. Walz, Chairman J. Roger Moyer, Jr., President and CEO

Additional Information About this Transaction

The PNC Financial Services Group, Inc. and Sterling Financial Corporation will be filing a proxy statement/prospectus and other relevant documents concerning the merger
with the United States Securities and Exchange Commission (the “SEC”). WE URGE INVESTORS TO READ THE PROXY STATEMENT/PROSPECTUS AND ANY
OTHER DOCUMENTS TO BE FILED WITH THE SEC IN CONNECTION WITH THE MERGER OR INCORPORATED BY REFERENCE IN THE PROXY
STATEMENT/PROSPECTUS, BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION. Investors will be able to obtain these documents free of charge at the
SEC’s web site (www.sec.gov). In addition, documents filed with the SEC by The PNC Financial Services Group, Inc. will be available free of charge from Shareholder
Relations at (800) 843-2206. Documents filed with the SEC by Sterling Financial Corporation will be available free of charge from Sterling Financial Corporation by contacting
Shareholder Relations at (877) 248-6420.

The directors, executive officers, and certain other members of management and employees of Sterling Financial Corporation are participants in the solicitation of proxies in
favor of the merger from the shareholders of Sterling Financial Corporation. Information about the directors and executive officers of Sterling Financial Corporation is set forth
in the proxy statement for its 2007 annual meeting of stockholders, which was filed with the SEC on April 2, 2007. Additional information regarding the interests of such
participants will be included in the proxy statement/prospectus and the other relevant documents filed with the SEC when they become available.


