CYNTHIA J. KOS, Individually and on Behalf of All Others Similarly Situated,

Plaintiff,

vs.

NEWALLIANCE BANCSHARES, INC., FIRST NIAGARA FINANCIAL GROUP, INC., PEYTON R. PATTERSON, DOUGLAS K. ANDERSON, ROXANNE J. COADY, SHEILA B. FLANAGAN, CARLTON L. HIGHSMITH, ROBERT J. LYONS, JR., ERIC A. MARZIALI, JULIA M. McNAMARA, GERALD B. ROSENBERG, JOSEPH H. ROSSI, NATHANIEL D. WOODSON and JOSEPH A. ZACCAGNINO,
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superior court

NEW HAVEN COUNTY 

August 24, 2010

CLASS ACTION COMPLAINT FOR BREACH OF FIDUCIARY DUTY

Plaintiff, by her attorneys, alleges as follows:

SUMMARY OF THE ACTION

1. This is a shareholder class action brought by plaintiff on behalf of holders of the stock of NewAlliance Bancshares, Inc. (“NewAlliance” or the “Company”) arising from a cash-and-stock transaction whereby First Niagara Financial Group, Inc. (“First Niagara”) will acquire all of the Company’s outstanding shares (the “Proposed Acquisition”).  This action is brought against certain of the Company’s officers and/or directors (the “Board” or the “Individual Defendants”) as well as NewAlliance and First Niagara and arises out of the Individual Defendants’ breaches of fiduciary duty in connection with the Proposed Acquisition.

2. Founded in 1838 and headquartered in New Haven, Connecticut, NewAlliance employs approximately 1,200 people in the Connecticut and Western Massachusetts areas.  The Company operates as the bank holding company for NewAlliance Bank, which provides commercial banking, retail banking, consumer financing, trust, and investment services to individuals, families, and businesses primarily in Connecticut and Western Massachusetts.  The Company also originates commercial loans, commercial real estate loans, residential and commercial construction loans, residential real estate loans collateralized by one- to four-family residences, home equity lines of credit, and fixed rate loans and other consumer loans.  In addition, NewAlliance offers fiduciary and trust services, and general investment management services to individuals, families and institutions; brokerage and insurance services; and investment advisory services, as well as investment products, including stocks, bonds, mutual funds, fixed annuities, estate and retirement planning, and life insurance. Further, NewAlliance provides automated teller machines (“ATMs”), telephone and Internet banking, Internet bill pay, remote deposit capture, and cash management services.  As of December 31, 2009, the Company operated 87 banking offices in New Haven, Middlesex, Hartford, Tolland, Windham, and Fairfield Counties in Connecticut; and Hampden and Worcester Counties in Massachusetts, as well as operated 104 ATMs.

3. On August 19, 2010, First Niagara and NewAlliance announced the Proposed Acquisition, pursuant to which First Niagara would acquire all outstanding shares of NewAlliance in a cash-and-stock deal consisting of, at the holder’s election, 1.10 shares of First Niagara stock, cash, or a combination thereof, valued at approximately $14.09 per share, according to the defendants’ press release.

4. The market did not view the Proposed Acquisition so generously.  The day of the announcement, NewAlliance shares closed at only $12.78 per share, representing just a 12.5% increase from the day before.  In fact, on May 3, 2010, NewAlliance shares were trading at $13.36 per share, approximately 4.5% higher than the August 19, 2010 closing price.  Moreover, according to Thomson/First Call, the day before the announcement, one analyst set a price target of $15.00 per share for NewAlliance and the mean analyst estimates were $13.44 per share.

5. The Proposed Acquisition was negotiated by and designed to benefit the Company’s leadership team, who have been promised continuing roles in the combined entity going forward.  In fact, on the day of the announcement, First Niagara President and CEO John R. Koelmel (“Koelmel”) stated that the NewAlliance’s leadership team would be critical to the “long-term” success of First Niagara.  Koelmel also admitted that, with respect to the Proposed Acquisition, it is a  “top priority for [defendant] Peyton [Patterson] and me . . . to map out specific roles for them in the newly combined organization.”  But defendant Peyton R. Patterson (“Patterson”), the Company’s Chairman, and the rest of the Board are obligated by law to maximize shareholder value in the Proposed Acquisition, not to be swayed by their “priority” of securing long-term personal employment, to the detriment of shareholders.

6. Moreover, in being retained by First Niagara, members of NewAlliance’s management get the best of both worlds:  they can cash out their equity holdings, but remain in their current positions without being subject to the hassles and filing requirements of running a publicly traded company.  In fact, as of January 31, 2010, according to recent Company filings with the SEC, Patterson is the beneficial owner of 2,404,792 shares of NewAlliance stock – in other words, according to the estimated $14.09 per share price, Patterson stands to gain over $33.8 million from the transaction.

7. The Proposed Acquisition is thus the product of a flawed sales process not designed to maximize the value of the Company’s shares to stockholders, and does not appear to represent the best strategic alternative going forward for the Company.

8. In refusing to act in good faith and in accordance with the fiduciary duties owed to its shareholders, the Company’s Board violated applicable law by directly breaching and/or aiding the other Individual Defendants’ breaches of their fiduciary duties of loyalty, due care, independence, good faith and fair dealing.  Rather than acting in the best interests of the shareholders, as their fiduciary duties mandate, the Individual Defendants – without good faith consideration – have elected to enter into the Proposed Acquisition to secure benefits that accrue to themselves at the expense of the interests of shareholders.

JURISDICTION AND VENUE

9. This Court has jurisdiction over the cause of action asserted herein pursuant to the Connecticut Constitution, Article V., §1, Amendments to the Constitution, Article XX., §1, and Connecticut General Statutes §52-1, because this case is a cause not given by statute to other trial courts.

10. This Court has jurisdiction over NewAlliance because NewAlliance conducts business in Connecticut and is a citizen of Connecticut, as it has its principal place of business at 195 Church Street, New Haven, Connecticut.  This action is not removable.

11. Venue is proper in this Court because the conduct at issue took place and had an effect in this County.

PARTIES

12. Plaintiff Cynthia J. Kos is, and at all times relevant hereto was, a shareholder of NewAlliance.

13. Defendant NewAlliance is a Delaware corporation with its principal place of business located at 195 Church Street, New Haven, Connecticut.  NewAlliance operates as the bank holding company for NewAlliance Bank, which provides commercial banking, retail banking, consumer financing, trust, and investment services to individuals, families, and businesses primarily in Connecticut and Western Massachusetts.

14. Defendant First Niagara is a Delaware corporation headquartered at 726 Exchange Street, Suite 618, Buffalo, NY.  First Niagara operates as the holding company for First Niagara Bank, which provides retail and commercial banking, and other financial services to individuals, families, and businesses. It offers retail deposit accounts, which consist of savings, negotiable order of withdrawal, checking, money market, and certificate of deposit accounts, as well as provides business savings and checking, money market, cash management accounts, and municipal deposit accounts.

15. Defendant Patterson has been the Chairperson of the Board, President, and CEO of NewAlliance since 2002.  As of January 31, 2010, according to recent Company filings with the SEC, Patterson is the beneficial owner of 2,404,792 shares of NewAlliance stock.

16. Defendant Douglas K. Anderson has been on the Board since July 2006 and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 45,109 shares of NewAlliance stock.

17. Defendant Roxanne J. Coady has been on the Board since 2002 and is a member of the Audit, Compliance and CRA Committee and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 295,000 shares of NewAlliance stock.

18. Defendant Sheila B. Flanagan is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 316,646 shares of NewAlliance stock.

19. Defendant Carlton L. Highsmith is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 21,322 shares of NewAlliance stock.

20. Defendant Robert J. Lyons, Jr. is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 293,350 shares of NewAlliance stock.

21. Defendant Eric A. Marziali is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 354,334 shares of NewAlliance stock.

22. Defendant Julia M. McNamara is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 319,600 shares of NewAlliance stock.

23. Defendant Gerald B. Rosenberg is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 285,955 shares of NewAlliance stock.

24. Defendant Joseph H. Rossi is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 623,625 shares of NewAlliance stock.

25. Defendant Nathaniel D. Woodson is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 351,600 shares of NewAlliance stock.

26. Defendant Joseph A. Zaccagnino is on the Board of NewAlliance and, as of January 31, 2010, according to recent Company filings with the SEC, is the beneficial owner of 324,344 shares of NewAlliance stock.

27. The defendants named in ¶¶15-26 above are sometimes referred to as the “Individual Defendants.”

CLASS ACTION ALLEGATIONS

28. Plaintiff brings this action on her own behalf and as a class action pursuant to Connecticut General Statutes §52-105 and Connecticut Practice Book §§9-7 and 9-8, on behalf of all holders of NewAlliance common stock who are being and will be harmed by defendants’ actions described below (the “Class”).  Excluded from the Class are defendants herein and any person, firm, trust, corporation, or other entity related to or affiliated with any defendants.

29. This action is properly maintainable as a class action.

30. The Class is so numerous that joinder of all members is impracticable.  According to the Company’s SEC filings, there were more than 105 million shares of NewAlliance common stock outstanding as of March 8, 2010.

31. There are questions of law and fact which are common to the Class and which predominate over questions affecting any individual Class member.  The common questions include, inter alia, the following:

(a) whether the Individual Defendants have breached their fiduciary duties of undivided loyalty, independence, or due care with respect to plaintiff and the other members of the Class in connection with the Proposed Acquisition;

(b) whether the Individual Defendants are engaging in self-dealing in connection with the Proposed Acquisition;

(c) whether the Individual Defendants have breached their fiduciary duty to secure and obtain the best price reasonable under the circumstances for the benefit of plaintiff and the other members of the Class in connection with the Proposed Acquisition;

(d) whether the Individual Defendants are unjustly enriching themselves and other insiders or affiliates of NewAlliance;

(e) whether the Individual Defendants have breached any of their other fiduciary duties to plaintiff and the other members of the Class in connection with the Proposed Acquisition, including the duties of good faith, diligence, honesty and fair dealing;

(f) whether the Individual Defendants, in bad faith and for improper motives, have impeded or erected barriers to discourage other offers for the Company or its assets;

(g) whether the Proposed Acquisition compensation payable to plaintiff and the Class is unfair and inadequate; and

(h) whether plaintiff and the other members of the Class would be irreparably damaged were the transactions complained of herein consummated, or alternatively whether they have suffered compensable damages.

32. Plaintiff’s claims are typical of the claims of the other members of the Class and plaintiff does not have any interests adverse to the Class.

33. Plaintiff is an adequate representative of the Class, has retained competent counsel experienced in litigation of this nature, and will fairly and adequately protect the interests of the Class.

34. The prosecution of separate actions by individual members of the Class would create a risk of inconsistent or varying adjudications with respect to individual members of the Class, which would establish incompatible standards of conduct for the party opposing the Class.

35. Plaintiff anticipates that there will be no difficulty in the management of this litigation.  A class action is superior to other available methods for the fair and efficient adjudication of this controversy.

36. Defendants have acted on grounds generally applicable to the Class with respect to the matters complained of herein, thereby making appropriate the relief sought herein with respect to the Class as a whole.

DEFENDANTS’ FIDUCIARY DUTIES

37. Under Delaware law, in any situation where the directors of a publicly traded corporation undertake a transaction that will result in either: (i) a change in corporate control; or (ii) a break up of the corporation’s assets, the directors have an affirmative fiduciary obligation to obtain the highest value reasonably available for the corporation’s shareholders, including a significant premium.  To diligently comply with these duties, neither the directors nor the officers may take any action that:

(a) adversely affects the value provided to the corporation’s shareholders;

(b) will discourage, inhibit or deter alternative offers to purchase control of the corporation or its assets;

(c) contractually prohibits them from complying with their fiduciary duties;

(d) will otherwise adversely affect their duty to secure the best value reasonably available under the circumstances for the corporation’s shareholders; and/or

(e) will provide the directors and/or officers with preferential treatment at the expense of, or separate from, the public shareholders.

38. In accordance with their duties of loyalty and good faith, the Individual Defendants, as directors and/or officers of NewAlliance, are obligated under Delaware law to refrain from:

(a) participating in any transaction where the directors’ or officers’ loyalties are divided;

(b) participating in any transaction where the directors or officers receive, or are entitled to receive, a personal financial benefit not equally shared by the public shareholders of the corporation; and/or

(c) unjustly enriching themselves at the expense or to the detriment of the public shareholders.

39. Plaintiff alleges herein that the defendants, separately and together, in connection with the Proposed Acquisition, are knowingly or recklessly violating their fiduciary duties and aiding and abetting such breaches, including their duties of loyalty, good faith and independence owed to plaintiff and other public shareholders of NewAlliance.  The Individual Defendants stand on both sides of the transaction, are engaging in self-dealing, are obtaining for themselves personal benefits, including personal financial benefits, not shared equally by plaintiff or the Class (as defined herein), and choosing not to provide shareholders with all information necessary to make an informed decision in connection with the Proposed Acquisition.  As a result of the Individual Defendants’ self-dealing and divided loyalties, neither plaintiff nor the Class will receive adequate or fair value for their NewAlliance common stock in the Proposed Acquisition.

40. Because the Individual Defendants are knowingly or recklessly breaching their duties of loyalty, good faith and independence in connection with the Proposed Acquisition, the burden of proving the inherent or entire fairness of the Proposed Acquisition, including all aspects of its negotiation, structure, price and terms, is placed upon defendants as a matter of law.

CONSPIRACY, AIDING AND ABETTING, AND CONCERTED ACTION

41. In committing the wrongful acts alleged herein, defendants have pursued, or joined in the pursuit of, a common course of conduct, and acted in concert with and conspired with one another, in furtherance of their common plan or design.  In addition to the wrongful conduct herein alleged as giving rise to primary liability, defendants further aided and abetted and/or assisted each other in breach of their respective duties as herein alleged.

42. Each of the defendants herein aided and abetted and rendered substantial assistance in the wrongs complained of herein.  In taking such actions, as particularized herein, to substantially assist the commission of the wrongdoing complained of, each defendant acted with knowledge of the primary wrongdoing, substantially assisted the accomplishment of that wrongdoing, and was aware of his or her overall contribution to, and furtherance of, the wrongdoing.  The defendants’ acts of aiding and abetting included, inter alia, the acts each of them are alleged to have committed in furtherance of the conspiracy, common enterprise and common course of conduct complained of herein.

THE PROPOSED ACQUISITION

43. Founded in 1838 and headquartered in New Haven, Connecticut, NewAlliance employs approximately 1,200 people in the Connecticut and Western Massachusetts areas.  The Company operates as the bank holding company for NewAlliance Bank, which provides commercial banking, retail banking, consumer financing, trust, and investment services to individuals, families, and businesses primarily in Connecticut and Western Massachusetts.  The Company also originates commercial loans, commercial real estate loans, residential and commercial construction loans, residential real estate loans collateralized by one- to four-family residences, home equity lines of credit, and fixed rate loans and other consumer loans.  In addition, NewAlliance offers fiduciary and trust services, and general investment management services to individuals, families and institutions; brokerage and insurance services; and investment advisory services, as well as investment products, including stocks, bonds, mutual funds, fixed annuities, estate and retirement planning, and life insurance. Further, NewAlliance provides ATMs, telephone and Internet banking, Internet bill pay, remote deposit capture, and cash management services.  As of December 31, 2009, the Company operated 87 banking offices in New Haven, Middlesex, Hartford, Tolland, Windham, and Fairfield Counties in Connecticut; and Hampden and Worcester Counties in Massachusetts, as well as operated 104 ATMs.

44. On August 19, 2010, First Niagara and NewAlliance announced the Proposed Acquisition, pursuant to which First Niagara would acquire all outstanding shares of NewAlliance in a cash-and-stock deal consisting of, at the holder’s election, 1.10 shares of First Niagara stock, cash, or a combination thereof, valued at approximately $14.09 per share, according to the defendants’ press release, which stated:

NewAlliance and First Niagara Will Combine to Create a Top-25 U.S. Bank with More Than $29 Billion in Assets, $18 Billion in Deposits and 340 Branches Across Connecticut, Massachusetts, Pennsylvania and Upstate New York

Transaction Combines the Banks’ Consistent and Strong Cultures and Strategies

NewAlliance’s Connecticut Headquarters to Serve as First Niagara’s New England Regional Market Center

. . . The boards of directors of First Niagara Financial Group, Inc. and New Haven, Connecticut-based NewAlliance Bancshares, Inc. announced that the companies entered into a merger agreement, valued on a fixed exchange ratio of 1.10 shares of First Niagara stock for each NewAlliance share.  Per yesterday’s close this represents $14.09 per NewAlliance share, or an approximate total transaction value of $1.5 billion, including transaction expenses.

The merger of NewAlliance into First Niagara will be a cash-and-stock transaction creating a top-25 U.S. bank, by assets.  The combined bank will have more than $29 billion in assets, including more than $14 billion in loans, as well as $18 billion in deposits.  NewAlliance’s competitive position, talented team and extensive branch network will serve as the foundation for the Buffalo-based bank’s growth in New England, as two of the best regional financial services brands in the country come together at a point when both companies are operating from positions of exceptional strength.

NewAlliance has $8.7 billion in assets, including $4.9 billion in loans, as well as $5.1 billion in deposits.  Its 88 branches serve eight counties from Greenwich, Connecticut. to Springfield, Massachusetts.  Currently, First Niagara serves communities across Upstate New York, Western Pennsylvania including Pittsburgh, and Eastern Pennsylvania from the Philadelphia suburbs to Allentown, Pennsylvania.

“First Niagara’s strategy for creating shareholder value is to deliver profitable growth by ‘playing offense’ and entering new markets that complement our geographic footprint with companies that enhance our strong business model,” said First Niagara President and Chief Executive Officer John R. Koelmel.  “We and NewAlliance share many strategic and cultural strengths, and by joining forces with them and their talented leadership team, we add another attractive and well-positioned franchise with tremendous upside potential in a region with very strong demographics.  In Connecticut and Massachusetts, we will be able to continue our record of increasing lending to consumers and businesses while making a positive impact in the communities we serve.  NewAlliance and its outstanding leadership and employee team will be critical to the success of our long-term growth and expansion plans in New England.  Additionally, we will be able to do even more for the community as a larger, stronger institution.  This is another very positive step forward for both our Main Street and Wall Street constituents.”

The boards of directors of both companies have unanimously approved the transaction.  Transaction closing is anticipated early in the second quarter of 2011, subject to approvals from regulators, First Niagara and NewAlliance shareholders, and other customary conditions.  All 88 NewAlliance branches are expected to be converted and rebranded as First Niagara locations.  Connecticut’s New Haven, Fairfield, Hartford, Middlesex, Tolland and Windham counties are currently home to 75 NewAlliance locations, and Massachusetts’ Hampden and Worcester counties have 13 branches.  NewAlliance’s workforce currently totals about 1,200 employees.

“We are very proud that NewAlliance’s exceptional balance sheet, credit quality and overall franchise strength enabled us to put a deal together that allows our shareholders to participate in a tremendous long-term growth opportunity, while also providing them immediate value,” NewAlliance Chairman, President and CEO Peyton Patterson said.  “Based on yesterday’s close, NewAlliance shareholders will realize a 24% premium and more than double the dividends earned.  As importantly, our shareholders now own more than 30% of a combined regional banking powerhouse.  Both NewAlliance and First Niagara have been recognized as national standouts when so many other banks are struggling.  In combination, we will be creating a super-regional powerhouse and accelerating our potential in ways that we couldn’t individually.  By joining with First Niagara, NewAlliance customers will continue to enjoy the benefits of being served by a community-focused institution that makes lending and other decisions at the local level, in addition to having the resources of a fast-growing, top-25 bank.  We will be in a position to raise the bar on the level of support we provide to the communities we serve; and extend to our employees broader career opportunities and better tools and training.  I want to personally extend my gratitude and congratulations to the people of NewAlliance for their role in building one of the best banks in the country; and for their commitment to carry that momentum forward as we join First Niagara.  Together we can set a new standard for what it means to be a great community bank.”

NewAlliance’s 195 Church Street headquarters in New Haven is slated to become First Niagara’s New England Regional Market Center.  As is the case with First Niagara’s six other market centers across Upstate New York and Pennsylvania, the bank’s regional lending, operational and philanthropic decision making will be made by local leaders based in New Haven.

Koelmel added, “We are thrilled to bring on such a seasoned leadership team, and we know they have what it takes to help us build out our New England Region.  A top priority for Peyton and me is to map out specific roles for them in the newly combined organization.”

Additionally, three NewAlliance directors, to be named in the months ahead, will be joining the board of First Niagara at transaction closing, increasing the total number of directors from nine to 12.

The transaction does not affect NewAlliance’s existing pledges to community and philanthropic activities, and the current NewAlliance Foundation will continue to operate independently serving local communities.  At transaction closing, First Niagara will contribute an additional $7.5 million to its foundation to support funding for not-for-profit, charitable organizations in the communities served by NewAlliance.

Under the terms of the definitive agreement signed by the companies, each NewAlliance stockholder will receive, for each NewAlliance share and at the holder’s election, either 1.10 shares of First Niagara stock, cash, or a combination thereof,  subject to adjustment, election and allocation procedures spelled out in the agreement.  The cash price will remain fixed while the value of the stock consideration will likely change prior to closing due to fluctuations in the price of FNFG stock.  Therefore, at closing the cash and stock alternatives are likely to have different values.  Per yesterday’s close the approximate blended value of the stock and cash consideration is $14.09 per share and represents a premium of approximately 24% based on NewAlliance’s closing price of $11.36, and a premium of about 19% over NewAlliance’s 52-week average closing price, on August 18, 2010.

First Niagara has successfully completed more than nine major whole-bank and branch-network acquisitions over the last 10 years.  First Niagara is now positioned to engage in this merger having successfully completed and integrated its most recent transactions.

Combination of Strong and Well-Capitalized Banks

The transaction with NewAlliance has similar characteristics to most of the whole-bank deals undertaken by First Niagara throughout its history.  It is designed to deliver profitable growth while maintaining superior credit quality and a well-capitalized balance sheet.

Selected data for the combined entity, on a pro-forma basis as of June 30, 2010, include:

· More than $29 billion in assets

· More than $14 billion in loans and $18 billion in deposits

· More than 340 branches in New York, Pennsylvania, Connecticut and Massachusetts

· Well above well-capitalized regulatory ratio minimums

The transaction is expected to be accretive to First Niagara’s diluted earnings per share excluding transaction expenses in 2011 and accretive by approximately 4% to 5% in 2012, the first full year of ownership.

Transaction Summary

Following are selected terms and metrics associated with the transaction:

· Purchase price per share of $14.09

· Aggregate consideration is 86% in stock and 14% in cash, subject to election and allocation procedures

· Total transaction value of approximately $1.5 billion, including anticipated transaction expenses

· Premium of approximately 24% based on the current market and NewAlliance’s closing price of $11.36, and a premium of about 19% over its 52-week average closing price, on August 18, 2010

· Tangible book value premium of 163%

· 13.5% deposit premium

First Niagara was advised by the investment banking firm of Sandler O’Neill + Partners, L.P., as well as the law firm of Sullivan & Cromwell LLP.  NewAlliance was advised by the investment banking firm of J.P. Morgan and the law firm of Hinckley, Allen & Snyder, LLP.

45. The market did not view the Proposed Acquisition so generously.  The day of the announcement, NewAlliance shares closed at only $12.78 per share, representing just a 12.5% increase from the day before.  In fact, on May 3, 2010, NewAlliance shares were trading at $13.36 per share, approximately 4.5% higher than the August 19, 2010 closing price.  Moreover, according to Thomson/First Call, the day before the announcement, one analyst set a price target of $15.00 per share for NewAlliance and the mean analyst estimates were $13.44 per share.

46. The Proposed Acquisition was negotiated by and designed to benefit the Company’s leadership team, who have been promised continuing roles in the combined entity going forward.  In fact, on the day of the announcement, Koelmel stated that the NewAlliance’s leadership team would be critical to the “long-term” success of First Niagara.  Koelmel also admitted that, with respect to the Proposed Acquisition, it is a  “top priority for [defendant] Peyton [Patterson] and me . . . to map out specific roles for them in the newly combined organization.”  But defendant Patterson and the rest of the Board are obligated by law to maximize shareholder value in the Proposed Acquisition, not to be swayed by their “priority” of securing long-term personal employment, to the detriment of shareholders.

47. Moreover, in being retained by First Niagara, members of NewAlliance’s management get the best of both worlds:  they can cash out their equity holdings, but remain in their current positions without being subject to the hassles and filing requirements of running a publicly traded company.  In fact, as of January 31, 2010, according to recent Company filings with the SEC, Patterson is the beneficial owner of 2,404,792 shares of NewAlliance stock – in other words, according to the estimated $14.09 per share price, Patterson stands to gain over $33.8 million from the transaction.

48. The Proposed Acquisition is thus the product of a flawed sales process not designed to maximize the value of the Company’s shares to stockholders, and does not appear to represent the best strategic alternative going forward for the Company.

49. In refusing to act in good faith and in accordance with the fiduciary duties owed to its shareholders, the Company’s Board violated applicable law by directly breaching and/or aiding the other Individual Defendants’ breaches of their fiduciary duties of loyalty, due care, independence, good faith and fair dealing.  Rather than acting in the best interests of the shareholders, as their fiduciary duties mandate, the Individual Defendants – without good faith consideration – have elected to enter into the Proposed Acquisition to secure benefits that accrue to themselves at the expense of the interests of shareholders.

For Breach of Fiduciary Duties Against the Individual Defendants

50. Plaintiff repeats and realleges each allegation set forth herein.

51. The Individual Defendants have violated fiduciary duties of care, loyalty, candor, good faith, and independence owed to the public shareholders of NewAlliance and have acted to put their personal interests ahead of the interests of NewAlliance shareholders.

52. By the acts, transactions and courses of conduct alleged herein, the Individual Defendants, individually and acting as a part of a common plan, have violated their fiduciary duties by disenfranchising NewAlliance public shareholders, and by contractually precluding themselves from seeking to obtain higher offers from other interested bidders.

53. As demonstrated by the allegations above, the Individual Defendants failed to exercise the care required, and breached their duties of loyalty, good faith, candor and independence owed to the shareholders of NewAlliance because, among other reasons:

(a) they failed to properly and adequately take necessary steps to maximize the value of NewAlliance to its public shareholders by chilling the potential for other offers; and

(b) they failed to properly maximize the value of NewAlliance common shares.

54. The Individual Defendants are engaging in self dealing, are not acting in good faith toward plaintiff and the other members of the Class, and have breached and are breaching their fiduciary duties to the members of the Class.

55. By reason of the foregoing acts, practices and course of conduct, the Individual Defendants have failed to exercise ordinary care and diligence in the exercise of their fiduciary obligations toward plaintiff and the other members of the Class.

56. As a result of the Individual Defendants’ actions, plaintiff and the Class have been and will be harmed.

Claim for Aiding and Abetting Breaches of Fiduciary Duty
Against Defendants NewAlliance and First Niagara

57. Plaintiff repeats and realleges each allegation set forth herein.

58. Defendants NewAlliance and First Niagara aided and abetted the Individual Defendants in breaching their fiduciary duties owed to the public shareholders of NewAlliance, including plaintiff and the members of the Class.

59. The Individual Defendants owed to plaintiff and the members of the Class certain fiduciary duties as fully set out herein.

60. By committing the acts alleged herein, the Individual Defendants breached their fiduciary duties owed to plaintiff and the members of the Class.

61. NewAlliance and First Niagara colluded in or aided and abetted the Individual Defendants’ breaches of fiduciary duties, and were active and knowing participants in the Individual Defendants’ breaches of fiduciary duties owed to plaintiff and the members of the Class.

62. Plaintiff and the members of the Class shall be irreparably injured as a direct and proximate result of the aforementioned acts.

PRAYER FOR RELIEF

WHEREFORE, plaintiff demands judgment and preliminary and permanent relief, in her favor and in favor of the Class and against defendants as follows:

A. Declaring that this action is properly maintainable as a class action;

B. Declaring and decreeing that the Individual Defendants’ conduct has been in breach of the fiduciary duties owed by them to NewAlliance’s public stockholders;

C. Declaring and decreeing that the Proposed Acquisition (and any forthcoming merger agreement memorializing the Proposed Acquisition) was entered into in breach of the fiduciary duties of the defendants and is therefore unlawful and unenforceable;

D. Enjoining defendants, their agents, counsel, employees and all persons acting in concert with them from consummating the Proposed Acquisition and prohibiting the Individual Defendants, NewAlliance and/or First Niagara from entering into any contractual provisions which harm the Company’s shareholders or prohibit the Individual Defendants from maximizing shareholder value, including any contract designed to impede the maximization of shareholder value;

E. Directing the Individual Defendants to exercise their fiduciary duties to obtain a transaction which is in the best interests of NewAlliance’s shareholders;

F. Rescinding, to the extent already implemented, the Proposed Acquisition or any of the terms thereof;

G. Awarding plaintiff the costs and disbursements of this action, including reasonable attorneys’ and experts’ fees; and

H. Granting such other and further relief as this Court may deem just and proper.

DATED:  August 24, 2008
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