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NEW YORK MAN SENTENCED FOR ROLE IN NHSB/NEWALLIANCE BANK IPO CONVERSION SCHEME
        Kevin J. O’Connor, United States Attorney for the District of Connecticut, announced that CHANCE M. VOUGHT, age 57, of Quogue, New York, was sentenced today by United States District Judge Janet Bond Arterton in New Haven to one day of imprisonment and three years of supervised release for his involvement in the New Haven Savings Bank/NewAlliance Bancshares, Inc. Initial Public Offering (IPO) conversion scheme.  Judge Arterton also ordered VOUGHT to pay a fine in the amount of $5000.  On June 29, 2006, VOUGHT pleaded guilty to one count of securities fraud.
        “The U.S. Attorney’s Office and our federal law enforcement partners are committed to targeting individuals and organizations who violate our nation’s securities laws,” U.S. Attorney O’Connor stated.  “Those who illegally profit from stock schemes will be prosecuted to the fullest extent of the law.”
        According to documents filed with the Court and statements made in court, in 2004, New Haven Savings Bank (NHSB) converted from a mutual savings bank to a capital stock savings bank named NewAlliance.  As part of the conversion, persons who were depositors at NHSB were able to participate in the IPO of NewAlliance’s stock.  If they qualified, such depositors could buy as many as 70,000 shares at the offering price of $10 per share.  Pursuant to the terms of the conversion established by NHSB, and in accordance with state regulations, a depositor could not enter into an agreement to transfer an interest in the stock in advance of the purchase.  In addition, the bank required each depositor purchasing stock to certify that he or she was purchasing the stock solely for his or her own account, and that there was no agreement or understanding regarding the sale or transfer of the shares or the right to subscribe for the shares.
        Robert Ross of Fairfield, and others, entered into an agreement with each other to purchase NewAlliance stock through eligible bank depositors.  Their plan, in short, was to find depositors who appeared eligible to buy a full allotment of stock (70,000 shares); to provide these depositors with $700,000 to purchase the stock; to enter agreements with the depositors by which the depositors would provide their stock certificates to Ross and his associates as soon as the certificates became available; and to pay the depositors 20 percent of the profits that would have been obtained if the NewAlliance stock had been sold on the first day of trading.  Ross understood and agreed that, for the depositors to obtain the stock, the depositors would have to falsely and fraudulently represent to the bank that they were buying the stock with their own money, and that they had no pre-existing agreement to transfer it.  When pursuing this scheme, Ross acted with the intent to interfere with the bank’s right to control its own property, that is, its ability to sell and distribute NewAlliance stock in the manner that it intended to, and in compliance with state banking laws.
        During the time of the NHSB conversion, VOUGHT shared an office with Ross.  VOUGHT was aware that Ross was seeking to purchase shares of New Alliance stock by finding bank depositors to purchase the stock.  Ross offered VOUGHT the opportunity to buy shares of NewAlliance stock and VOUGHT agreed to buy 70,000 shares.  VOUGHT believed that the bank’s stock would be available at the initial offering price only to bank depositors, and that, therefore, only depositors could participate in the offering.  VOUGHT also knew that Ross had arranged to participate in the offering (i.e., to obtain shares at the initial offering price) by means of funding such depositors, and that VOUGHT’s money would be used to purchase stock in this manner.
        Based on VOUGHT’s knowledge that only depositors could purchase stock at the offering price, as well as his specific knowledge that Ross was proposing to get the stock from the depositors, VOUGHT nonetheless acted with deliberate disregard for whether the stock was being obtained lawfully and he intentionally failed to inquire further into the matter.  Against this background, VOUGHT agreed to provide Ross with $700,000 knowing that Ross, in turn, would use that money to purchase NewAlliance stock from a depositor who was willing to obtain the stock and transfer it to Ross and VOUGHT, without inquiring further into the legality of the transaction.
        On March 1, 2004, VOUGHT wired $700,000 from one of his bank accounts to Ross’s personal account, for the purpose of funding the purchase of 70,000 shares of NewAlliance stock through a bank depositor.  And, on April 2, 2004, VOUGHT wired $58,000 from his account to Ross, so that Ross could pay a depositor for the shares of NewAlliance stock.
        VOUGHT has paid $315,799 to the Securities and Exchange Commission to resolve civil litigation related to this matter.
        Ross has pleaded guilty to his involvement in this bank conversion scheme and he awaits sentencing.          U.S. Attorney O’Connor encouraged individuals who believe they are victims in this matter to contact the United States Attorney’s Office by e-mail at usa-ct-vns@usdoj.gov, or through the Office’s website at www.usdoj.gov/usao/ct/multi-victim-updates.html.
        This case is being investigated by the Federal Bureau of Investigation and the Internal Revenue Service – Criminal Investigation Division, with the assistance of the Securities and Exchange Commission.  The Federal Deposit Insurance Corporation, the United States Department of the Treasury Office of Thrift Supervision, and the Connecticut Department of Banking Securities and Business Investment Division have also assisted in the investigation.
        The case is being prosecuted by Assistant United States Attorney Michael S. McGarry and David A. Ring.
