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First Niagara Financial Group, Inc.
6950 South Transit Road
P.O.Box 514
Lockport, New York 14095-0514

March 14, 2008
Dear Stockholder:

You are cordially invited to attend the Annual Meeting of stockholders of First Niagara Financial Group, Inc. Our Annual Meeting will be held at
Adam’s Mark Hotel, 120 Church Street, Buffalo, New Y ork 14202, on April 29, 2008 at 10:00 am. local time.

The enclosed Notice of Annual Meeting and Proxy Statement describe the formal business to be transacted at the Annual Meeting, which
includes areport on our operations, followed by a discussion by our directors and officers who will be present to answer any questions that you
and other stockholders may have. Also enclosed for your review isour Annual Report on Form 10-K, which contains detailed information
concerning our activities and operating performance.

The businessto be conducted at the Annual Meeting consists of the election of three directors and the ratification of the appointment of KPMG
LLPasour Independent Registered Public Accounting Firm for the year ending December 31, 2008. The Board of Directors unanimously
recommends avote “FOR” the election of directorsand “FOR” the ratification of the appointment of KPMG as our Independent Registered Public

Accounting Firm.

Y ou may indicate your vote on the enclosed proxy card, by telephone, or online, even if you plan to attend the Annual Meeting. Thiswill not
prevent you from voting in person, but will assure that your vote is counted. Y our voteisimportant.

Sincerely,
/9 John R. Koelmel

John R. Koelmel
President and Chief Executive Officer




First Niagara Financial Group, Inc.
6950 South Transit Road
P.O.Box 514
Lockport, New York 14095-0514
(716) 625-7500

NOTICE OF
ANNUAL MEETING OF STOCKHOLDERS
to be held on April 29, 2008

Noticeis hereby given that the Annual Meeting of stockholderswill be held at Adam’s Mark Hotel, 120 Church Street, Buffalo, New Y ork 14202 on
April 29, 2008 at 10:00 am. local time.

A proxy statement and proxy card for the Annual Meeting are enclosed. The Annual Meeting isfor the purpose of considering and acting upon:

1. the election of three directors; and

2. the ratification of the appointment of KPMG LLP as our Independent Registered Public Accounting Firm for the year ending
December 31, 2008.

In addition, other matters that may properly come before the Annual Meeting, or any adjournments of the Annual Meeting, may also be
considered. To date, the Board is not aware of any other such business.

Any action may be taken on the proposals listed above at the Annual Meeting, including all adjournments of the Annual Meeting. Stockholders
who owned shares as of the close of business on March 7, 2008 are entitled to attend and vote at the Annual Meeting. A list of eligible
stockholders will be available for inspection at the Annual Meeting, as well asfor a period of ten days prior to the Annual Meeting, at our
Administrative Office located at 6950 South Transit Road, Lockport, New Y ork 14094.

It isimportant that your sharesberepresented and voted at the Annual M eeting.

/s/ John Mineo
Lockport, New Y ork John Mineo
March 14, 2008 Corporate Secretary

Important Notice Regar ding the Availability of Proxy Materialsfor the Annual Meeting of Stockholdersto be held on April 29, 2008. This proxy
statement and the Company’s Annual Report on Form 10-K are each available by clicking on the Investor Relations link at www.fnfg.com.




PROXY STATEMENT

First Niagara Financial Group, Inc.
6950 South Transit Road
P.O.Box 514
Lockport, New York 14095-0514
(716) 625-7500

ANNUAL MEETING OF STOCKHOLDERS
April 29, 2008

This proxy statement is furnished in connection with the solicitation of proxies on behalf of the Board of Directors (the “Board”) of First Niagara
Financial Group, Inc. (the “Company”) to be used at the Annual Meeting, which will be held at Adam’s Mark Hotel, 120 Church Street, Buffalo,
New Y ork 14202 on April 29, 2008 at 10:00 am. local time, and all adjournments of the Annual Meeting. The accompanying Notice of Annual
Meeting of stockholders and proxy statement are being mailed to stockholders on or about March 26, 2008.

STOCKHOLDERSENTITLED TO VOTE

Holders of record of our common stock, par value $0.01 per share (“ Common Stock”), as of the close of business on March 7, 2008 (the “Record
Date") are entitled to one vote for each share held, except as described below. As of the Record Date, we had 109,682,219 shares of Common Stock
issued and outstanding. The presence, in person or by proxy, of at least amajority of the total number of issued and outstanding shares of
Common Stock entitled to vote is necessary in order to constitute aguorum at the Annual Meeting. In the event there are not sufficient votesfor a
guorum, or to approve or ratify any matter being presented at the Annual Meeting, the Annual Meeting may be adjourned in order to permit the
further solicitation of proxies.

In accordance with the provisions of our Certificate of Incorporation, record holders of Common Stock who beneficially own in excess of 10% of
the outstanding shares of Common Stock (the “Limit”) are not entitled to any vote with respect to the shares held in excess of the Limit. Our
Certificate of Incorporation authorizes the Board:
1. tomakeall determinations necessary to implement and apply the Limit, including determining whether persons or entities are acting
in concert, and
2. torequirethat any person who isreasonably believed to beneficially own stock in excess of the Limit provide information to enable
the Board to implement and appropriately apply the Limit.

VOTING PROCEDURESAND METHOD OF COUNTING VOTES

Asto the election of directors, a stockholder may vote “FOR” the election of the three nominees proposed by the Board, or “WITHHOLD
AUTHORITY” to vote for the nominees being proposed. Under Delaware law and our Certificate of Incorporation and Bylaws, directors are el ected
by aplurality of votes cast, without regard to either broker non-votes, or proxies as to which authority to vote for the nominees being proposed is
withheld.

Asto theratification of KPMG as our Independent Registered Public Accounting Firm, a stockholder may vote “FOR” theitem, vote “AGAINST”
theitem, or “ABSTAIN” from voting on such item. Under our Certificate of Incorporation and Bylaws, the ratification of this matter shall be
determined by a majority of the votes cast, without regard to broker non-votes or proxies marked “ABSTAIN.”

Registered Stockholders

If you are aregistered stockholder as of the Record Date, you are able to vote your proxy using any of the following options:

by mail - complete the enclosed proxy card and return it in the postage-paid envelope provided;

by telephone - call 1-800-776-9437 (in the United States) or 1-718-921-8500 (outside the United States) and then follow the voice
instructions. Please have your proxy card and your social security number or tax identification number available when you call; or



online - as prompted by the menu found at http://www.voteproxy.com; follow the instructions to obtain your records and submit an
electronic ballot. Please have your proxy card and your social security number or tax identification number available when you access this
voting site.




SharesHeld in Street Name

If you have selected a broker, bank, or other intermediary to hold your Common Stock rather than having them directly registered with our transfer
agent, American Stock Transfer & Trust Company (“AST,”) you will receive instructions directly from your broker, bank, or other intermediary in
order to vote your shares. Y our brokerage firm may also provide the ability to vote your proxy by telephone or online. Please be advised that if you
choose to not vote your proxy, your brokerage firm has the authority under applicable stock market rulesto vote your shares “FOR” or
“AGAINST” routine matters, at its discretion. Our proposals regarding the election of directors and the ratification of our Independent Registered
Public Accounting Firm are deemed to be routine matters. Accordingly, we urge you to vote by following the instructions provided by your
broker, bank, or other intermediary.

Proxies solicited for the Annual Meeting will be returned to and tabulated by AST, the inspector of election designated by the Board.

REVOCATION OF PROXIES

Stockholders who execute proxiesin the form solicited retain the right to revoke them in the manner described below. Unless so revoked, the
shares represented by such proxies will be voted at the Annual Meeting and all adjournments of the Annual Meeting. Proxies solicited on behal f
of the Board will be voted in accordance with the directions given on the proxy card. Whereno instructions areindicated, validly executed
proxieswill bevoted “ FOR” each of the proposals as set forth in this proxy statement.

Regardless of the voting method you use, you may revoke your proxy and cast a new vote at the Annual Meeting. Accordingly, aproxy may be
revoked at any time prior to its exercise by:
sending awritten notice of revocation to John Mineo, Corporate Secretary, at the address set forth in this proxy statement;

properly submitting a duly executed proxy bearing alater date; or
attending the Annual Meeting and voting in person.

However, if you are a stockholder whose shares are not registered in your own name, you will need appropriate documentation from your broker or
record holder in order to votein person at the Annual Meeting.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

Persons and groups who beneficially own in excess of 5% of Common Stock are required to file certain reports with the Company and Securities
and Exchange Commission (“SEC”) regarding such ownership. The following table summarizes certain information regarding persons whose
beneficial ownership isin excess of 5% based on reports filed with the SEC:

Amount of Shares Per cent of Shares of
Name and Address Owned and Natur e of Common Stock
of Beneficial Owners Beneficial Owner ship Outstanding
Dimensional Fund AdvisorsLP
1299 Ocean Avenue
SantaMonica, CA 90401 6,631,181 6.3%
Barclays Global Investors, NA
45 Fremont Street
San Francisco, CA 94105 7,286,347 6.9%
T. Rowe Price Associates, Inc.
100 E. Pratt Street
Baltimore, MD 21202 @ 8,079,432 7.6%

Private Capital Management, Inc.



8889 Pelican Bay Boulevard, Suite 500
Naples, FL 34108 9,057,394

@
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Based on a Schedule 13G filed by Dimensional Fund Advisors L P with the SEC on February 6, 2008.
Based on a Schedule 13G filed by Barclays Glaobal Inventors, NA with the SEC on February 5, 2008.
Based on a Schedule 13G filed by T. Rowe Price Associates, Inc. with the SEC on February 13, 2008.

Based on a Schedule 13G filed by Private Capital Management, Inc. with the SEC on February 14, 2008.

8.6%




SECURITIESOWNED BY DIRECTORSAND MANAGEMENT

The following table details, as of the Record Date, information concerning the beneficial ownership of our Common Stock by;
each director,

our principal executive officer, principal financia officer, and three other most highly compensated executive officersin 2007 (collectively,
“Named Executive Officers’), and,;
all directors, Senior Leadership Team members, and Named Executive Officers as a group.

In general, beneficial ownership includes those shares that can be voted or transferred, including shares which may be acquired under stock
optionsthat are currently exercisable or become exercisable within 60 days.

Stock Owner ship of Directorsand Management

Unvested
Options Awards
Shares Owned Exercisable included in
Position(s) held in the Directly and within 60 Beneficial Per cent of Beneficial
Names Company I ndir ectly™ days Owner ship® Class Owner ship @
NOMINEES
Thomas E. Baker Director 16,543 — 16,543 * 11,094
G. Thomas Bowers Director, Chairman 87,868 24,500 112,368 & 16,424
William H. (Tony) Jones  Director 151,392 19,110 170,502 * 16,196
DIRECTORS CONTINUING IN OFFICE
Daniel J. Hogarty, Jr. Director 203,051 19,700 222,751 * 16,097
Daniel W. Judge @ Director 129,541 18,416 147,957 * 15,184
John R. Koelmel President and CEO 138,363 126,667 265,030 * 49,020
George M. Philip Director 14,140 — 14,140 * 11,094
Sharon D. Randaccio Director 41,064 31,868 72,932 & 15,184
L ouise Woerner Director 65,465 9,467 74,932 * 15,184
David M. Zebro Director, Vice Chairman 49,564 31,868 81,432 & 15,184
NAMED EXECUTIVE OFFICERSWHO ARE NOT DIRECTORS
Michael W. Harrington Chief Financial Officer 20,452 50,025 70,477 * 5,025
G. Gary Berner Executive Vice President 141,112 136,026 277,138 & 12,520
Daniel E. Cantara, 111 Executive Vice President 62,352 153,456 215,808 * 11,260
Frank J. Polino Executive Vice President 67,559 122,395 189,954 & 11,220
All directors, Senior Leadership Team, and Named Executive Officers asagroup (17
persons) 1,087,419 1.80% 237,819
* Lessthan 1%
(1)  Unlessotherwiseindicated, each person effectively exercises sole, or shared with spouse, voting and dispositive power as to the shares
reported.

(2)  Includes shares granted under the First Niagara Financial Group, Inc. 1999 Recognition and Retention Plan and the 2002 Long-Term
Incentive Stock Benefit Plan, which are subject to future vesting, but as to which voting may currently be directed.

(3)  Mr. Judge has pledged First Niagara Financial Group, Inc. securities on his margin account held at an independent brokerage. The amount
of shares pledged does not exceed the 25% ownership limitation as stipulated in our insider trading policy.

(4)  Includes 26,081 shares of Common Stock allocated to the accounts of members of the Senior Leadership Team and Named Executive
Officers under the First Niagara Financial Group, Inc. Employee Stock Ownership Plan (“ESOP") and excludes the remaining 4,482,518 shares



of Common Stock owned by the ESOP for the benefit of the employees. Under the terms of the ESOP, shares of Common Stock allocated to
the account of employees are voted in accordance with the instructions of the respective employees. Unallocated shares are voted by the
ESOP Trustee in the same proportion as the vote obtained from participants on allocated shares.

Section 16(a) Beneficial Owner ship Reporting Compliance

Our Common Stock is registered with the SEC pursuant to Section 12 of the Securities Exchange Act of 1934. Accordingly, our directors, Senior
L eadership Team members, and beneficial owners of more than 10% of our Common Stock are required to disclose beneficial ownership and
changesin beneficial ownership on Forms 3, 4, and 5 which are filed with the SEC. At the present time, we have no knowledge of any individual,
group or entity with beneficial ownership of more than 10% of our outstanding Common Stock. In addition, based on our review of ownership

reports, we believe our directors and Senior Leadership Team timely complied with the reporting requirements of Section 16(a) for the year ended
December 31, 2007.




PROPOSAL | - ELECTION OF DIRECTORS

Our Board currently consists of ten members, including nine independent directors and our Chief Executive Officer (“CEQ”), and isdivided into
three classes with one class of directors elected each year. Three directorswill be elected at the Annual Meeting to serve for athree-year period
and until their respective successors have been duly elected.

The Board has nominated Thomas E. Baker, G. Thomas Bowers, and William H. (Tony) Jones for election as directors, each of whom has agreed to
serveif so elected. All nominees are for aterm which expiresin 2011. Please refer to the sections entitled “ Nominees for Director” and “ Stock
Ownership of Directors and Management” for additional information regarding the nominees.

It isintended that the proxies solicited on behalf of the Board (other than proxiesin which the vote is withheld as to the nominees) will be voted at
the Annual Meeting for the election of the nominees. If the nominees are unable to serve, the shares represented by all such proxieswill be voted
for the election of such substitute as the Board may recommend. At thistime, the Board is not aware of any reason why the nominees would be
unableto serve, if elected. Except asindicated in this document, there are no arrangements or understandings between the nominees and any other
person involved in the nomination and selection process.

THE BOARD RECOMMENDSA VOTE “FOR” EACH OF THE
NOMINEESLISTED UNDER PROPOSAL |

Nominees, Directors and Named Executive Officers

The following includes a discussion of the business experience for the past five years for each of our nominees, directors, and Named Executive
Officers. Theterm of office noted for directorsincludesthe initial appointment to the Board of First Niagara Bank, formerly L ockport Savings Bank.

Nomineesfor Director

Thomas E. Baker, 64, has been adirector since 2007. Heis currently adirector of Computer Task Group, where he also serves as financial expert
and Chair of the Audit Committee. Heis aretired President of The John R. Oishei Foundation and has been a director since 1998. Prior to that, he
was with Price Waterhouse for 33 years, including 20 years as a partner and several years as Managing Partner of the Buffalo office.

G. Thomas Bowers, 64, has been adirector since 2003. He has been Chairman of the Board since October 2007. He was el ected to the Board in
January 2003 upon completion of the merger between the Company and Finger L akes Bancorp, Inc. where he had been Chairman, President, and
Chief Executive Officer.

William H. (Tony) Jones, 65, has been adirector since 2005. He is the President of Roe Jan Independent Publishing Co., Inc., a consultant for
community newspapers and similar publications. Upon completion of the merger between the Company and Hudson River Bancorp, Inc., where he
had been Chairman, he was elected Vice Chairman of the Board in January 2005 and served in that role through September 2007.

Continuing Directors

Term to Expire 2009

Daniel J. Hogarty, Jr., 68, has been adirector since 2004. Upon completion of the merger between the Company and Troy Financial Corporation
where he had been Chairman, President, and Chief Executive Officer, he was elected Vice Chairman of the Board in January 2004 and served in that
role through September 2007.

Sharon D. Randaccio, 53, has been adirector since 2002. Sheisthe President of Performance Management Partners, Inc., a human resources
consulting company providing talent assessments, talent acquisition, succession planning, |eadership development, and workplace surveys.

David M. Zebro, 57, has been adirector since 2002. He was elected Vice Chairman of the Board, effective October 2007. HeisaPrincipal of
Strategic Investments & Holdings, Inc., aholding company that purchases operating companies.






Term to Expire 2010
Daniel W. Judge, 65, has been a director since 1992. He is the President of NetPlus Alliance Inc., a purchasing and marketing group of industrial
and contractor supplies distributors.

John R. Koelmel, 55, has been adirector since 2007. He was elected President and Chief Executive Officer in December 2006. Upon joining the
Company in January 2004, he served as Executive Vice President and Chief Financial Officer. Prior to that, he served for two years as the Chief
Administrative Officer of Financial Institutions, Inc.

George M. Philip, 60, has been adirector since 2007. He recently retired as Executive Director of the New Y ork State Teachers' Retirement System
where he continuesto serve as an investment advisor. He is the Interim President of the State University of New Y ork at Albany and is a member
of the Board of Directors of US Airways Group, Inc.

Louise Woerner, 65, has been adirector since 2002. She is the Chairman and Chief Executive Officer of Home Care of Rochester, a certified and
licensed home healthcare agency and health research and consulting firm.

Named Executive Officerswho arenot Directors

Michael W. Harrington, 44, has been Chief Financial Officer since December 2006. Prior to that, he served as Senior Vice President and Treasurer
of the Company since April 2003. Before joining the Company in 2003, he served for one year as Senior Vice President and Chief Financial Officer
of Equity Bank, now called Susquehanna Patriot Bank.

G. Gary Berner, 60, has been Executive Vice President, Commercial Real Estate since February 2008. Prior to that, he served as Chief Lending
Officer since February 2001.

Daniel E. Cantaralll, 48, has been Executive Vice President, Commercial Business and Regional President, Western New Y ork, since February
2007. Prior to that, he served as Senior Vice President, Business and Financial Services since June 2001.

Frank J. Polino, 48, has been Executive Vice President, Operations since February 2008. Prior to that, he served as Interim Executive Vice
President of Consumer Banking since May 2007 and Executive Vice President and Chief Information Officer since February 2001.

BOARD OF DIRECTORS

Board Independence

The Board has determined that, except for Mr. Koelmel, each member of the Board is an “independent director” within the meaning of the
NASDAQ Global Select Market corporate governance listing standards and our corporate governance guidelines. Mr. Koelmel is not considered
independent because heis an executive officer of the Company.

In reaching its determination regarding the independence of the non-employee directors, the board considered that Messrs. Bowers, Judge, Zebro,
and Ms. Woerner had mortgage loans outstanding or lines of credit with First Niagara Bank, the Company’swholly owned subsidiary. As
discussed under “ Transactions with Certain Related Persons’ (page 10), these credit arrangements are permitted under applicable regulations.

Board Meetings and Committees

During 2007, the Board met ten times. Each director attended at least 90% of the combined total number of meetings of the Board and Board
Committees of which he or she was a member. Consistent with the Company’s corporate governance guidelines, the independent directors meet in
executive session at each Board meeting. In addition, our corporate governance guidelines provide that all directors are expected to attend each
Annual Meeting. All directors attended the Annual Meeting held on May 15, 2007, and we anticipate that all directorswill attend the 2008 Annual
Meeting.

The Board hasfive standing committees: Executive, Governance/Nominating, Audit, Compensation, and Risk. The Board has adopted awritten
charter for each of the standing committees, which is available on our website at www.fnfg.com.

Executive Committee. The Executive Committee' s primary responsibilities are to act on behalf of the Board between meetings, to handle



administrative issuesin order to allow for more efficient operations of the Board, as well as provide advice and counsel to the CEO. In addition,
during 2007, the responsibilities of the Executive Committee included monitoring risk related matters of the Company, oversight of the Company’s

lending policies and approval of significant loans, aswell asreviewing the trust operations for First Niagara Bank. These responsibilities have
been transferred to the Risk Committee, effective January 2008.




Governance/Nominating Committee. The primary responsibilities of the Governance/Nominating Committee are to ensure good corporate
governance by assisting the Board in identifying qualified individuals for Board membership, in determining the size and composition of the Board
and its committees, in monitoring a process to assess Board and Board member effectiveness, aswell as devel oping and implementing the
Corporate Governance Guidelines. Our Governance/Nominating Committeeis also responsible for the determination of director independence as
defined by NASDAQ Global Select Market corporate governance listing standards and administration of the Board' s peer review evaluation. Each
member of the Governance/Nominating Committeeis considered “independent” as defined in the NASDAQ Global Select Market corporate
governance listing standards.

Audit Committee. The primary role of the Audit Committee isto assist the Board in fulfilling oversight responsibilities with respect to the integrity
of our financial statements and other financial information provided to our stockholders and others. Our Audit Committee oversees the retention of
our Independent Registered Public Accounting Firm, including oversight of the terms of the engagement aswell as their independence and
objectivity. However, Audit Committee members are not acting as professional accountants or auditors, and their functions are not intended to
duplicate or substitute for the activities of management and the Independent Registered Public Accounting Firm. In addition, the Audit Committee
monitors the performance of our internal audit function, internal controls and disclosure controls. The Audit Committee is empowered to retain
independent legal counsel and other advisors as deemed necessary or appropriate to assist the committeein fulfilling its responsibilities.

Each member of the Audit Committeeis considered “independent” as defined in the NASDAQ Global Select Market corporate governance listing
standards and under SEC Rule 10A-3; and the Board believesthat Mr. Baker qualifies as an “audit committee financial expert” asthat termisused
in the rules and regulations of the SEC. The report of the Audit Committee isincluded elsewherein this proxy statement.

Compensation Committee. The primary responsibilities of the Compensation Committee are to assist the Board in overseeing workforce
development and compensation plans for all employees, setting specific pay levelsfor directors and Key Executives (as defined on page 12), and
ensuring appropriate plans for leadership succession. Our Compensation Committee also administers and has discretionary authority over the
issuance of equity awards under our stock compensation plan. Each member of the Compensation Committee is considered “independent” as
defined in the NASDAQ Global Select Market corporate governance listing standards. The report of the Compensation Committee isincluded
elsewhere in this proxy statement.

Risk Committee. The primary responsibilities of the Risk Committee, which was formed in January 2008, are to assist the Board in fulfilling their
oversight responsibilities with respect to risk related matters of the Company, overseeing the Company’s lending policies and approving
significant loans, aswell as reviewing the trust operations for First Niagara Bank. Each member of the Risk Committee is considered “independent”
as defined in the NASDAQ Global Select Market corporate governance listing standards.




Board Committee Member ship

The following chart provides information about current Board committee membership and the number of meetings that each committee held in
2007.

Governance/
Names Executive Nominating Audit Compensation Risk®

Chairman of the Board

G. Thomas Bowers Chair v v v v
Director

Thomas E. Baker v v

Daniel J. Hogarty, Jr. v v

William H. (Tony) Jones v Chair

Daniel W. Judge v v

George M. Philip v v

Sharon D. Randaccio v Chair

L ouise Woerner v Chair

David M. Zebro v Chair
Executive Officer

John R. Koelmel v
Number of meetingsin 2007 15 9 6 9 0

(1) Formed in January, 2008.
Director Compensation

Our primary goal isto provide competitive and reasonable compensation to independent directorsin order to attract and retain qualified
candidatesto serve on our Board. Directors who are also officers of the Company are not eligible to receive board fees. In establishing
compensation levels, we consult such resources as The National Association of Corporate Directors Director Compensation Report, among
others. We utilize acombination of cash and stock, and directors are subject to a minimum Common Stock ownership requirement. Within five
years after joining the Board, each independent director is required to own $250,000 of our Common Stock.

Compensation. All retainer and meeting fees are paid in cash and are eligible for deferral under the Directors' Deferred Fees Plan, as defined below.
Set forth below is the fee schedule for independent directors for the periods indicated:

2008 2007
Annual Retainer Fee
Company:
Chair $ 35000 $ 35,000
Director 15,000 15,000
First Niagara Bank:
Chair 17,000 13,000
Director 11,000 11,000
Committee Chair:
Audit 7,000 —
Compensation 4,000 —
Executive, Governance/Nominating, and Risk 2,000 —
Board M eeting Fees 1,200 1,200
Committee Fees
Audit and Compensation:
Chair 1,200 1,800
Member 1,200 1,200

Executive, Governance/Nominating, and Risk:



Chair 1,000 1,050
Member 1,000 700
Annual restricted stock awards 3,744 shares 4,400 shares

Stock Benefit Plans. Directors are eligible to participate in our stock benefit plans and have received awards of restricted stock; and in prior years,
received awards of stock options. The number of restricted stock awards granted in any given year is based on the market value of our stock at the
time of the grants. Beginning in 2008, restricted stock awards vest ratably over the 12 month service period. For all prior awards of restricted stock
the vesting period isfive years. In accordance with our plan documents, the stock options and restricted stock become immediately exercisable
upon adirector’s normal retirement, death or disability, or upon changein control of the Company.




Deferred Fees Plan. The Directors Deferred Fees Plan (the “ Deferred Fees Plan”) is a non-qualified compensation plan, which allows adirector to
defer retainer and meeting fees earned during a calendar year. All amounts deferred by a director are fully vested at all times. Amounts credited to a
deferred fee account may be invested in equity securities, fixed income securities, or money market accounts. There are no preferential earningson
amounts deferred. Upon cessation of service, amounts credited to a director’s account will be paid in substantially equal annual installments, as
selected by the director at the time the deferral is made.

In the event adirector dies before all payments have been made under the Deferred Fees Plan, the remaining payments will be made to the
director’s designated beneficiary. In the event of adirector’s death prior to the commencement of benefits under the Deferred Fees Plan, amounts
credited to adirector’s account will be paid to the director’s beneficiary, in asingle lump sum payment or in substantially equal annual
installments, as elected by the director at the time the deferral was made. The Deferred Fees Plan also contains provisions which allow for the
acceleration of benefitsto adirector, in whole or in part, in the event of afinancial hardship.

2007 Total Director Fees. The table below setsforth the total compensation earned by or awarded to independent directors who served on our
Board during 2007.

Fees Earned
or Paidin  gtock Awards Option All Other
Names Cash (1)) Awards V® Compensation® Total
Thomas E. Baker $ 29,267 $ 12,563 $ 15,716 $ 2,058 $ 59,604
John J. Bisgrove, Jr. Y 30,283 23,199 1,795 3,306 58,583
G. Thomas Bowers 67,800 70,135 11,085 7,737 156,757
Daniel J. Hogarty, Jr. 53,800 64,752 24,421 7,843 150,816
William H. (Tony) Jones 58,550 54,476 24,901 7,897 145,824
Daniel W. Judge 66,000 155,716 1,795 6,952 230,463
George M. Philip 29,567 12,563 15,716 2,058 59,904
Sharon D. Randaccio 59,300 59,847 1,795 7417 128,359
Robert G. Weber(® 76,950 195,744 1,795 5,227 279,716
L ouise Woerner 61,000 59,847 1,795 7417 130,059
David M. Zebro 55,300 59,847 1,795 7417 124,359

(1) The amounts reflect the expense recognized for financial statement purposes for the year ended December 31, 2007, in accordance with
Statement of Financial Accounting Standards (“SFAS’) No. 123(R) for options and awards granted in and prior to 2007. Assumptions used in
the cal culation of these amounts are included in Note 14 to the Company’s audited financial statements for the year ended December 31, 2007,
included in the Company’s Annual Report on Form 10-K filed with the SEC on February 29, 2008.

(2) The aggregate number of outstanding awards as of December 31, 2007 is asfollows:

Unvested
Stock Options Options
Names Awards Exer cisable Unexercisable
Thomas E. Baker 7,350 — 33,060
G. Thomas Bowers 13,560 24,500 —
Daniel J. Hogarty, Jr. 14,546 14,775 4,925
William H. (Tony) Jones 14,838 12,740 12,740
Daniel W. Judge 12,320 18,416 —
George M. Philip 7,350 — 33,060
Sharon D. Randaccio 12,320 31,868 —
Robert G. Weber® — 50,492 —
L ouise Woerner 12,320 9,467 —
David M. Zebro 12,320 31,868 —

(3) Representsdividends received during 2007 on unvested restricted stock awards.

(4) Mr. Bisgrove' sservice asadirector discontinued effective May 15, 2007.

(5) Represents accelerated recognition of expense due to retirement eligibility, in accordance with the provisions of SFAS No. 123(R).
(6) Mr. Weber retired from the Board effective September 30, 2007.






Board Nominations

The Governance/Nominating Committee i dentifies nominees by evaluating the current members of the Board willing to continue in service. Current
members of the Board with skills and experience that are rel evant to our business and who are willing to continue in service are first considered for
re-nomination, balancing the value of continuity of service by existing members of the Board with that of obtaining a new perspective. If any
member of the Board does not wish to continuein service, or if the Governance/Nominating Committee or the Board decides not to renominate a
member for re-election, or if the size of the Board isincreased, the Governance/Nominating Committee would solicit suggestions for director
candidates from all Board members and would consider candidates submitted by stockholders. In addition, the Governance/Nominating Committee
isauthorized by its charter, subject to prior approval from the Board, to engage athird party to assist in the identification of director nominees. The
Governance/Nominating Committee would seek to identify a candidate who at a minimum satisfies the following criteria:

has the highest personal and professional ethics and integrity and whose val ues are compatible with ours;

has experiences and achievements demonstrating the ability to exercise and develop good business judgment;

iswilling to make the necessary time commitment to the Board and its committees, which includes being available for Board and
committee meetings;

isfamiliar with the communitiesin which we operate and/or is actively engaged in community activities,

isinvolved in other activities or interests that do not create a conflict with Board responsibilities or our stockholders; and

has the capacity and desire to represent the best interests of our stockholders as a group, and not a special interest group or
constituency.

The Governance/Nominating Committee will also take into account whether a candidate satisfies the criteriafor “independence” as defined in the
NASDAQ Global Select Market Corporate Governance Listing Standards, and, if a candidate with financial and accounting expertise is sought for
service on the Audit Committee, whether the individual qualifies asan Audit Committee financial expert.

Proceduresfor the Consideration of Board Candidates Submitted by Stockholders

The Governance/Nominating Committee has adopted procedures for the consideration of Board candidates submitted by stockholders. Any
stockholder can submit the names of candidates for director by writing to the Chair of the Governance/Nominating Committee, at First Niagara
Financial Group, Inc., 6950 South Transit Road, P.O. Box 514, Lockport, New Y ork 14095-0514. The Chair of the Governance/Nominating Committee
must receive a submission prior to November 14, 2008 in order for a candidate to be considered for next year's Annual Meeting. The submission
must include the following information:

astatement that the writer is a stockholder and is proposing a candidate for consideration by the Governance/Nominating Committee;

the qualifications of the candidate and why this candidate is being proposed;

the name and address of the nominating stockholder asit appears on our stock ownership records, and number of shares of our Common
Stock that are beneficially owned (if the stockholder is not aholder of record, appropriate evidence of stock ownership should be
provided);

the name, address, and contact information for the nominated candidate, and the number of shares of our Common Stock that are owned
by the candidate (if the candidate is not a holder of record, appropriate evidence of the stock ownership should be provided);

astatement of the candidate’s business and educational experience;

such other information regarding the candidate as would be required to be included in the proxy statement pursuant to SEC Regulation
14A;

astatement detailing any relationship between the candidate and the Company and between the candidate and any customer, supplier or
competitor of the Company;

detailed information about any relationship or understanding between the proposing stockholder and the candidate; and



astatement that the candidate is willing to be considered and willing to serve as adirector if nominated and elected.

A nomination for Board candidates submitted by a stockholder for presentation at an Annual Meeting must comply with the procedural and
informational requirements described in “ Advance Notice of Businessto Be Conducted at an Annual Meeting.” There were no submissions by
stockhol ders owning more than 5% of our outstanding common stock for a period of one year for Board nominees for our Annual Meeting.




On February 14, 2008, the Company entered into an agreement pursuant to which it will add Carl A. Florio to the Board of the Company and the
Board of Directors of First Niagara Bank in January 2009. Mr. Florio isthe former President and Chief Executive Officer of Hudson Bancorp, Inc.
(“Hudson River”), which the Company acquired in early 2005. Mr. Florio had served as a senior executive of the Company from the acquisition of
Hudson River until January 2008, when he resigned from his position. Refer to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed
with the SEC on February 20, 2008, for the entire agreement.

Stockholder Communicationswith the Board

Stockhol ders who wish to communicate with our Board or with any director can write to the Chair of the Governance/Nominating Committee at
First Niagara Financial Group, Inc., 6950 South Transit Road, P.O. Box 514, Lockport, New Y ork 14095-0514. The letter should indicate that the
author isastockholder and if shares are not held of record, should include appropriate evidence of stock ownership. Depending on the subject
matter, the Chair will:

forward the communication to the director(s) to whom it is addressed;

handle the inquiry directly, for example, arequest for information about the Company or a stock-related matter; or

not forward the communication if it is primarily commercial in nature, relates to an improper or irrelevant topic, or isunduly hostile,
threatening, illegal or otherwise inappropriate.
At each Board meeting, the Chair of the Governance/Nominating Committee shall present a summary of all communications received since the last
meeting and make those communi cations avail able to the directors upon request.

Code of Ethics

We have adopted a general Code of Ethicsthat setsforth standards of ethical business conduct for all directors, officers, and employees of the
Company. Additionally, we have adopted a Code of Ethics for senior financial officersthat isin conformity with the requirements of the Sarbanes-
Oxley Act of 2002 and the NASDAQ Global Select Market listing standards. Both documents, in addition to any amendmentsto or waivers from
the Code of Ethics, are available on our website at www.fnfg.com.

The Board has established a means for employees, customers, suppliers, stockholders, and other interested parties to submit confidential and
anonymous reports of suspected or actual violations of our Code of Ethics relating, among other things, to:
accounting practices, internal accounting controls, or auditing matters and procedures;

theft or fraud of any amount;

insider trading;

performance and execution of contracts;
conflicts of interest; and

violations of securities and antitrust laws.

Any employee, stockholder or other interested party can submit areport to the Audit Committee either:
by calling a 24-hour, toll-free hotline: 1-877-874-8416

by secure email at the following website: http://firstniagara.silentwhistle.com

Transactionswith Certain Related Persons

Federal law and regulation generally require that all loans or extensions of credit to executive officers and directors must be made on substantially
the same terms, including interest rates and collateral, asthose prevailing at the time for comparabl e transactions with the general public and must
not involve more than the normal risk of repayment or present other unfavorable features. However, regulations also permit executive officers and
directorsto receive the same terms through loan programs that are widely available to other employees, aslong as the director or executive officer
isnot given preferential treatment compared to the other participating employees. Pursuant to such a program, loans have been extended to
directors and executive officers, which are on substantially the same terms as those terms prevailing at the time for comparabl e transactions with
the general public, except asto the interest rate charged, which rate is the same as available to all employees. These loans do not involve more
than the normal risk of repayment or contain other terms which may be unfavorable to the Company.

Section 402 of the Sarbanes-Oxley Act of 2002 generally prohibits an issuer from: (1) extending or maintaining credit; (2) arranging for the extension
of credit; or (3) renewing an extension of credit in the form of apersonal loan for an officer or director. There are several exceptionsto this general
prohibition, one of which is applicable to First Niagara Bank. Sarbanes-Oxley does not apply to loans made by a depository institution that is
insured by the FDIC and is subject to theinsider lending restrictions of the Federal Reserve Act. All loansto our directors and Key Executives are
made in conformity with the Federal Reserve Act and Regulation O.



Our Audit Committee Charter requires that the Audit Committee approve all related party transactions required to be disclosed under Item 404(a) of
SEC Regulation SK.
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THE AUDIT COMMITTEE REPORT

Management is responsible for the Company’s consolidated financial statements, for maintaining effective internal control over financia reporting,
and for its assessment of the effectiveness of internal control over financial reporting. Our Independent Registered Public Accounting Firmis
responsible for expressing an opinion based on the audits of the Company’s consolidated financial statements in accordance with the standards of
the Public Company Accounting Oversight Board (United States) and the effectiveness of the Company’sinternal controls over financial reporting
based on the criteria established by the Committee of Sponsoring Organizations of the Treadway Commission. The Audit Committee's
responsibility isto monitor and oversee these processes. As part of its ongoing activities, the Audit Committee has:

reviewed and discussed with management and the Independent Registered Public Accounting Firm the Company’s audited consolidated
financia statementsfor the year ended December 31, 2007 and management’ s assessment of the effectiveness of internal controls over
financial reporting as of December 31, 2007;

met with our Chief Executive Officer, Chief Financial Officer, Chief Risk Officer, internal auditors and Independent Registered Public
Accounting Firm, both together and in separate executive sessions, to discuss the scope and the results of their respective examinations
and the overall quality of the Company’sfinancial reporting and internal controls;

discussed with the Independent Registered Public Accounting Firm the required communications of Statement on Auditing Standards
No. 61, Communications with Audit Committee;

received the written disclosures from the Independent Registered Public Accounting Firm required by Independence Standards Board
Standard No. 1, Independence Discussion with Audit Committees, and discussed with the Independent Registered Public Accounting
Firm itsindependence from the Company;

pre-approved all audit, audit related and other servicesto be provided by the Independent Registered Public Accounting Firm; and

reviewed and approved the Risk Based Internal Audit Plan.

Based on the review and discussions referred to above, the Audit Committee recommended to the Board that the audited consolidated financial
statements be included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 and be filed with the SEC. In
addition, the Audit Committee appointed KPMG as the Company’s Independent Registered Public Accounting Firm for the year ending December
31, 2008, subject to the ratification of this appointment by the stockholders.

The Audit Committee

Thomas E. Baker G. Thomas Bowers
Daniel J. Hogarty, Jr. L ouise Woerner (Chair)
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COMPENSATION DISCUSSION AND ANALYSIS

Overview

Our discussion focuses on compensation practices related to our Named Executive Officers and certain other members of senior management
(collectively, “Key Executives'’) for the most recently completed calendar year. We believe that the performance of each of our Key Executives has
the potential to impact both our short-term and long-term performance and profitability.

Compensation Philosophy and Objectives

The Compensation Committee (“Committee”) believes that the most effective executive compensation program is one that rewards annually the
achievement of established long-term and strategic goals, and aligns executives' interests with those of the stockholders and the long-term
interests of the Company. The Committee eval uates both performance and compensation relative to the compensation paid to similar executives at
comparably sized and geographically located banks. Our goal isto ensure we maintain an appropriate relationship between the compensation of
our Key Executives and our performance. It isalso our goal to provide a competitive total compensation program that allows us to attract and
retain superior employeesin key positions. In summary, our core objectives for the compensation program are to:

provide alignment between pay and performance (short and long-term);
align executive interests with those of stockholders;

be competitive with the marketplace; and

enable the Company to attract, motivate, and retain top talent.

We accomplish these objectives through a program that provides a significant portion of compensation through variable incentive compensation
that rewards Key Executives for furthering the Company’s short and long-term performance. We believe each component of compensation
contributes individually, and in aggregate, to the achievement of our overall goal of paying for performance. Historically, our philosophy has been
to pay below market median salaries and above median target incentives (short and long-term). While this philosophy was well intended, the actual
administration of the program was not achieving our desired objectives as stated above. During 2007, the Committee simplified the philosophy and
program structure to better meet desired objectives. While the overall objectives of our program remained consistent, the philosophy and
programs were refined during 2007 for future years. Starting in 2008, our program will target each element of compensation at market median (i.e.

50t percentile) where performance achieves stated expectations. Actual compensation will vary above or below median to reflect performance as
follows:

Base salaries will reflect the Key Executive' srole, contribution, performance and experience.

Short-term incentives will reflect annual goalsrelated to the Company’s profitability and achievements set forth as part of our
Balanced Scorecard and Business Plan.

Long-term incentives will be earned annually relative to performance targets for that year. These incentives are also intended to
promote the retention of our Key Executives.

Benefitswill be conservatively competitive and appropriate to attract and retain talented individuals.

Total compensation is expected to vary each year, and evolve over the long-term to reflect our performance relative to our peers and the industry
with corresponding return to our stockholders.

Compensation-Related Gover nance and Role of the Compensation Committee

Role of the Compensation Committee. The Committee is responsible for discharging the Board’ s responsibilitiesin executive compensation
matters and for establishing policies that govern employee compensation and short and long-term incentive compensation plans. The Committee
reviews all compensation elements of the Company’s CEO and the Key Executives' compensation, including base salary, annual short and long-
term incentives, and benefits. Four members of the Board serve on the Committee, each of whom isindependent. The Committee meets throughout
the year and held nine meetings during 2007. The frequency of meetings was indicative of the work the Committee embraced with regards to
transitioning to anew CEO and conducting a comprehensive review of Key Executive and Board compensation programs. The Committee also
reviewed and updated its charter in 2007 to more clearly defineitsrole, acopy of which can be viewed on the Company’s website at
www.fnfg.com. The Chairman of the Committee reports on Committee actions at meetings of the Board.

Role of the Compensation Consultant and Advisors. The Committee has the authority to hire, fire, and seek the services of consulting and



advisory firms. These advisors serve as independent council and report directly to the Committee. The Committee does not prohibit its advisors
from providing services to management, but such engagement must be requested or approved by the Committee. The Committee's advisors
conducted no separate engagements with management in 2007. Early in fiscal year 2007, the Committee relied on the services of McLagan Partners,
Inc. to provide data and advice related to its year end decision processes. In March, the Committee engaged Pearl Meyer & Partnersto conduct an
independent, comprehensive review of Key Executive and Board compensation. The Committee also utilizes the services of the law firm of Luse
Gorman Pomerenk & Schick, P.C. and had direct access to these legal and compensation advisors throughout the year.
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Role of CEO and Management. Although the Committeeis ultimately responsible for Key Executive compensation decisions, information and
input from management is critical to ensuring the Committee and its advisors have the information needed to make informed decisions. Below isa
summary of the role of management in hel ping the Committee discharge its responsibilities:

The CEO develops proposed Company goals and suggests potential incentive performance metrics. The Committee approves the
final goals used for executive short and long-term performance awards.

The CEO provides an annual self-assessment of his performance to the Chairman of the Board who facilitates Board input and review
at the end of each year. The Chairman of the Board is a member of the Committee and ensures feedback is shared with the Committee
for the purposes of making informed compensation decisions.

The CEO presents Key Executives performance summaries and recommendations relating to Key Executives' compensation to the

Committee for ultimate approval.

The CEO and Senior Vice President, Human Resources provide the Committee with data necessary to evaluate and implement

compensation proposals and programs.

The Senior Vice President, Human Resources provides data and information and serves as advisor to the Committee as needed.

The Senior Vice President, Human Resources works with outside consultants to provide data and information relative to the

Committee’' s needs and objectives.

The Committee makes decisions on the CEO compensation package and informs the Board of key actions related to CEO compensation. Decisions
regarding other direct reports to the CEO are made by the Committee considering recommendations from the CEO, aswell asinput from the

compensation consultants as requested.

Considerationsin Deter mining Executive Compensation

In 2007, Pearl Meyer & Partners conducted a comprehensive total compensation review. The results of this analysis were used to guide the
Committee’s refinement of compensation philosophy and resulting compensation programs for both Key Executives and Board Members.

Compensation Benchmarking. Understanding the industry landscape is a key element the Committee considersin setting program targets and
making compensation decisions. Similar to past practice, the Committee's consultant defined a peer group of institutions of similar asset size and
regional location. The comparable companies are reviewed annually and may change slightly depending on changes in the market place,
acquisitions, divestitures, and business focus of the Company or the comparable companies. The peer group typically targets approximately 20
institutions ranging from one-half to two times the Company’s size. The objective isto position the Company at approximately the median. The

2007 peer group was as follows:

BancorpSouth, Inc.

Chittenden Corporation
Citizens Republic Bancorp
Commerce Bancshares, Inc.
First Citizens BancShares, Inc.
First Commonwealth Financial Corporation
FirstMerit Corporation

First Midwest Bancorp, Inc.
F.N.B. Corporation

Fulton Financial Corporation
National Penn Bancshares, Inc.
NBT Bancorp Inc.

NewAlliance Bancshares, Inc.
Northwest Bancorp, Inc.

Old Nationa Bancorp

Park National Corporation
People' s Bank

Provident Bankshares Corporation
Provident Financial Services, Inc.
Susguehanna Bancshares, Inc.
Trustmark Corporation

United Bankshares, Inc.

Valley National Bancorp
Wilmington Trust Corporation

In addition to the peer group, the consultant included data from other industry data bases and surveysincluding Watson Wyatt Financial
Institutions Benchmark Survey, Mercer Financial Services Survey, and Pearl Meyer & Partners' own database of financial services companies
proxy data. All data sources reflected an appropriate scope perspective. Data and competitive perspective were assessed relative to base salary,
total cash compensation, short and long-term incentives, total direct compensation, benefits and other compensation, and total compensation. The
Committee reviewed dataindividually and in aggregate. Data from this analysisis used to develop pay guidelines and serve as areference for



decisions.
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Pay For Performance and Pay Mix. We believe Key Executives should have asignificant portion of their compensation tied to performance. In
setting our compensation guidelines we target approximately 50% of total direct compensation (cash plus equity) in the form of performance-based
incentive compensation.

We consider many factors when measuring the performance of the Company and Key Executives. Performance is defined to reflect a balanced view
of short and long-term Company and individual performance, aswell as the achievement of business goals. While our ultimate view islong-term
performance and increasing stockholder value, we believe thisis achieved by focusing on afoundation of strong Company performance. Asa
result, our compensation program reflects a“ portfolio” of performance measures and rewards and a Balanced Scorecard approach to goal setting.
While each component may reflect different performance drivers and reward opportunity, the aggregate result is that a significant portion of
compensation is aligned with performance. The table below summarizes how we define performance and how it relates to pay.

How Pay Relatesto Performance

Below Target Target Superior  Performance
Component How Performanceis Measured Performance Performance Performance Alignment

Base Salary = Individua performance,

contribution and experience Minor
Short-Term Incentive = Netincome

= Balanced Scorecard metrics (e.g. -
customer, people, stockholders) Pay Market rong
” Pay Above
Pay Below Market (i.e 50m Market

Long-Term Incentive (equity) =  Earnings per sharerelativeto percentile)

industry and business plan goal Strong
Total Direct Compensation =  Aggregate of multiple

. Strong

(cash plus equity) performance measures

While we set targets for each individual component of compensation, we consider the total package when assessing our objective for pay for
performance. We also recognize that the performance period and rewards are not always measured at the sametime. As aresult, the executive
compensation philosophy strives to provide appropriate balance and view of performance with afocus on providing stockholder returns over a
long-term.

2007 Compensation Decisions

For the year ended December 31, 2007, the Committee operated under its former compensation philosophy and guidelines for setting base salaries
and incentive awards (short and long-term incentives). These guidelines generally targeted pay levelswithin arange of 80% and 120% of each of
the following elements:

base salariestargeted at 90% of market median (i.e., between 72% and 108% of market median);

annual cash incentive targeted above market to offset low base salaries and result in total cash compensation (salary plus cash incentive)
positioning at 100% of market;

long-term incentives targeted above market and result in total direct compensation (cash plus equity) positioning at 110% of market
median; and

retirement benefits that are conservatively competitive.

In 2008, the compensation philosophy guidelines were revised and simplified to target market median (i.e., 50" percentile) for all elements of
compensation including base salary and short and long-term incentives. This approach was designed to provide a more balanced view of total

compensation that is aligned with performance. The new philosophy also simplified the communication and administration, which the Committee
believed iscritical to enabling the Company to attract and retain the talent needed to drive performance going forward.

Base Salary. Base salary provides compensation to our Key Executives that reflectstheir role at the Company. Base salaries are reviewed
annually and adjusted as appropriate to reflect each Key Executive's performance, contribution and experience relative to the market. Base salary
levels are afoundational component of compensation as we generally link the amount of incentive compensation to a Key Executive' s base. At
lower executive levels, base salaries represent alarger portion of total compensation, but at senior executive levelsfixed compensation is
progressively replaced with larger variable compensation opportunities.
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2007 base salary increases were made considering a market analysis conducted by an independent consultant. Several of the Key Executives also
received promotional increases. Salaries for the Named Executive Officers were adjusted as follows:

John R. Koelmel, President and CEO 14% increase to $410,000 (reflects full year as CEO)
Michael Harrington, CFO 30% increase to $215,000 (reflects promotion)
G.Gary Berner, EVP 2% increase to $240,000

Dan Cantara, EVP 18% increase to $220,000 (reflects promation)
Frank Polino, EVP 7% increase to $220,000

Short Term Cash I ncentives. Key Executives participate in the Company’ s Pinnacle incentive plan (“Pinnacl€”) which is designed to reward
performance relative to the Company’s Balanced Scorecard performance indicators. Pinnacleis designed to:

support our strategic business objectives;

promote the attainment of specific financial goals; and

reward achievement of specific company, team, and individual performance objectives.

Funding of the Pinnacle incentive pool is based on the Company achieving pre-determined net income goals. If threshold or minimum net incomeis
not achieved, incentive payments are not funded and may not be paid. Once the Company achieves threshold performance, a portion (30%) of the
incentive pool isfunded. If the Company achieves target net income goals, the plan funds at 100%. As net income increases beyond target, the
incentive pool increases, to acap of 140%. The Committee has discretion to reward incremental progress and to modify plan payouts as
appropriate to ensure plan objectives are met.

For 2007, the Company’ s target goal was $93.3 million in operating net income and threshold net income was $79.3 million (85% of $93.3 million).
Actual 2007 operating earnings were $80.4 million. As aresult of achieving 86% of target performance, the incentive pool was funded at 32% of
target opportunity.

Target incentive opportunity is defined as a percentage of base salary for each Key Executive, based on his/her role. Incentive targets range from
60% to 75% for the Named Executive Officers. Once the funding level is determined, the incentive opportunity is adjusted accordingly (i.e., for
2007, the pool was adjusted to 32% of target).

Actual payouts are then modified based on achievement of the Company’s Balanced Scorecard as well asindividual performance. Results of the
Balanced Scorecard are weighted 80% and individual performance (reflecting strategic goals for CEO and department goals for Key Executives) is
weighted 20%.

For 2007, the Balanced Scorecard measures and weights were as follows:

Balanced Scorecard
Measure Metrics Weight
Earnings per share
Return on equity
Efficiency ratio
Net loan charge offs
Total stockholder return compared to peers

Stockholder 40%

Customer loyalty

Products and services per nrelationship

Relationship retention 20%
Revenue per full time equivalent

Customer

% high performersin key positions

Employee engagement

% internal hiresin key positions 20%
High performer retention

People



e Strategic goals (CEO) 20%

Individual Perf
ndividu ormance e Department goals (Key Executives)

At the end of the year, performance is assessed relative to the Balanced Scorecard and individual goals (i.e., strategic or department performance).
Each Key Executive receives a performance score (i.e., percentage) which adjusts the funded award. Individual performance multipliers ranged from
92% to 101% for Named Executive Officers. The resulting awards ranged from 29% - 39% of base salary for Named Executive Officers.
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For 2007, the Committee considered several additional factorsin considering incentive awards:
Challenging external business environment impacting the industry at large;

Solid performance of the Company’s operational, tactical and strategic goals;
Recognition that the Company’s low base salary philosophy positioned total cash well below market; and
The need to attract and retain talent needed to drive performance going forward.

Asaresult, the Committee exercised its discretion to adjust the incentive awards modestly. The additional discretionary awards resulted in award
payouts of approximately half of target award levels. The Committee determined that the adjusted awards retained an appropriate “haircut” from
target levels while more fairly representing an appropriate pay-performance relationship. Final awards for Named Executive Officers were approved
asfollows:

Target Actual
John R. Koelmel, President and CEO 75% 37%
Michael Harrington, CFO 60% 35%
G.Gary Berner, EVP 75% 29%
Dan Cantara, EVP 65% 38%
Frank Polino, EVP 65% 39%

Long-Term Incentive Program (“LTIP"). Long-term incentives are equity based and are designed to focus attention on long range performance,
and align executives with stockhol der interests. The Committee believes equity awards align our executives’ and employees’ long-term financia
interests with those of our stockholders.

Target award opportunities are determined as a percentage of base salary and defined based on our compensation philosophy. In 2007, the target
awards for Named Executive Officers ranged from 65% - 125% of base salary to reflect our philosophy of placing significant focus on incentive
compensation. The long-term incentive award was granted as follows:

30% of the award was in non-qualified stock options, which vest ratably over three years. Stock options reward future stock price
appreciation and align executives with stockholders since there is no value unless stock price increases.

30% of the award wasin restricted stock which vests at the end of the three year performance period. Restricted stock ensures executives
have areal ownership stake and are aligned with stockholders. They also provide for long-term retention.

40% of the award was granted as performance-based restricted stock. The first one third vests based on achievement of 2007
performance, based on five key metrics from the Balanced Scorecard: Customer Loyalty, Products and Services per Relationship,
Employee Engagement (based on the annual employee culture survey), Earnings Per Share and Return On Equity. For 2007, 97% of the
targets were achieved, resulting in a 90% payout of the first one third of the awards. For 2008, the vesting criteriawere simplified and as a
result, the remaining two vesting tiers will be based on 2008 and 2009 earnings per share targets.

Based on the new compensation philosophy and program changes made in 2007, the long term incentive plan was modified in 2008 to consist of a
combination of 50% stock options and 50% performance-based restricted stock. This change simplifies the program and focuses the entire long-
term incentive award on performance and stockholder alignment.

Retirement Plans

Defined Benefit Pension Plan. We maintain atax-qualified defined benefit pension plan (the “ Retirement Plan”), which was frozen February 1, 2002
and restated effective January 1, 2005. The purpose of the restatement was to consolidate certain acquired defined benefit plans with the
Retirement Plan.

All benefitsidentified in each of the prior plan documents as protected benefits are preserved in the consolidated and restated plan document.
Accordingly, each of the separate plans' benefit formulasis preserved in the consolidated plan. No employees are permitted to enter the plan and
future salary increases and years of credited service will not be considered when computing benefits under the plan. However, an executive who
was not fully vested in his or her accrued benefit under any one of the planswill continue to earn vesting credit in his or her accrued benefit under
the Retirement Plan following the restatement.

Each year we evaluate the need to contribute an amount to the Retirement Plan necessary to satisfy the actuarially determined minimum funding
requirements in accordance with the Employee Retirement Income Security Act of 1974. For the Retirement Plan year ended September 30, 2007, no
contribution was necessary. At September 30, 2007, the market value of the Retirement Plan assets equaled approximately $76.5 million.



Of the Key Executives, only Messrs. Berner and Polino are entitled to a benefit (upon reaching retirement age as defined by the plan), based on his
participation in the Retirement Plan prior to the date such plan was frozen.
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401(k) Plan. All employees, including Key Executives, are eligible to participate in our employer sponsored 401(k) plan. Under the plan,
employees may make contributions, in the form of salary deferrals, up to the maximum Internal Revenue Code limit. We contribute an amount to the
plan equal to 100% of thefirst 2% of an employee's contributions plus 75% of an employee’s contributions between 3% and 6%. Our contribution
cannot exceed 5% of an employee’s annual compensation.

Employee Stock Ownership Plan (“ ESOP” ). All employees, including Key Executives, are eligible to participate in our ESOP. Our ESOP holds
shares of Common Stock that were purchased in connection with the 1998 initial public offering and 2003 second step offering. Shares purchased
by the ESOP are maintained in a suspense account and held for allocation among the participants. The purchases of these shares were funded by
loans from the Company. L oan payments are made annually through cash contributions from First Niagara Bank, aswell as dividends on allocated
and unallocated Common Stock held by the ESOP. As annual 1oan payments are made, shares are released and allocated to empl oyee accounts.

Perquisites and Other Personal Benefits. Key Executives are provided with perquisites and other personal benefits that the Committee believes
are reasonabl e and consistent with our overall compensation program to better enable the Company to attract and retain superior employees for
our key positions. The Committee periodically reviewsthe levels of perquisites and other personal benefits provided to Key Executives. The
primary perquisites are club dues and automobile allowances. Key Executives participate in the same health and welfare plans (medical, dentadl, life,
and long-term disability) and discounts on Company products that are availableto all other employees.

Attributed costs of the personal benefits described above and certain other benefits for the Named Executive Officers for the fiscal year ended
December 31, 2007, areincluded in the “ Summary Compensation Table” beginning on page 18.

Change In Control Arrangements
The Company provides Change in Control arrangementsto Key Executives. See page 22 for a description of these agreements.
I mpact of Accounting and Tax on the Form of Compensation

As ageneral matter, the Committee takes into account the various tax and accounting implications of compensation and benefits vehicles utilized
for Key Executives.

Deductibility of Executive Compensation. As part of itsrole, the Compensation Committee reviews and considers the deductibility of
executive compensation under Section 162(m) of the Internal Revenue Code, which provides that we may not deduct compensation of
more than $1,000,000 that is paid to certain individuals. We believe that amounts paid under our compensation and incentive plans are
fully deductible for federal income tax purposes.

Nonqualified Deferred Compensation. Amounts that are deferred under our nonqualified deferred compensation arrangements after
December 31, 2004 are subject to the Internal Revenue Code Section 409A, which governs when elections for deferral's of compensation
may be made, the form and timing permitted for payment of such deferred amounts, and the ability to change the form and timing of
paymentsinitially established. We believe we are operating in good faith compliance with the 2007 final regulationsissued by the Internal
Revenue Service, and will amend our plans as necessary to maintain compliance by the end of the transition period announced by the IRS
(whichiis currently scheduled to expire on December 31, 2008). A more detailed discussion of our nonqualified deferred compensation
arrangementsis provided under the heading “ Deferred Compensation Plan.”

Accounting for Stock-Based Compensation. The Company accounts for stock-based payments in accordance with the requirements of
SFAS 123(R).

Ownership Guidelines

The Company has stock ownership guidelines defined as the market value of our Common Stock that should be owned within five years of the
date being named to an executive position. Specific guidelines are: Five times annual base salary for the Chief Executive Officer, and two to three
times annual base salary for the other members of our Senior Leadership Team.
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THE COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysisrequired by Item 402(b) of Regulation S-K
with management, and based on such review and discussions, the Compensation Committee recommended to the Board that the Compensation
Discussion and Analysis be included in this proxy statement.

The Compensation Committee

G. Thomas Bowers Daniel W. Judge
George M. Philip Sharon D. Randaccio (Chair)

SUMMARY COMPENSATION TABLE

The table bel ow summarizes the total compensation paid or earned by each of the Named Executive Officersfor the fiscal year ended December 31,
2007. When setting total compensation for each of the Named Executive Officers, the Compensation Committee reviews tally sheets which show
the executive' s current compensation, including equity and non-equity based compensation.

Based on the fair value of equity awards granted to Named Executive Officersin 2007 and the base salary of these officers, “salary” accounted for
approximately 45% of the total compensation for the Named Executive Officers, while incentive compensation accounted for approximately 55% of
the total compensation. Because the value of certain equity awards included below is based on SFAS No. 123(R) expense recognized in 2007 rather
than the fair value of the 2007 awards granted, these percentages may not be able to be derived using the amounts reflected in the table bel ow.

Changein
Pension Value
and
Nonqualified
. Deferred
Y ear . Non-Equity ;
Name and Principal Ended ) Stock @ Optlon(s) Incentive Plan Compe.nsat(légn All Oth?r ®
Position 12/31 Salary Bonus Awards‘“ Awards Compensation Earnings Compensation Total
John R. Koelmel 2007 $402,308 $150,922 $ 290,221 $ 235,309 $ —$ —$ 83,409 $1,162,169
President and CEO 2006 274,423 175,000 93,265 85,332 — — 67,015 695,035
Michael W. Harrington 2007 218,846 76,032 42,142 51,323 — — 50,550 438,893
Chief Financial Officer 2006 164,461 52,000 3,735 33,806 — — 37,034 291,036
G. Gary Berner 2007 239,615 70,526 155,514 94,377 — 22,191 54,922 637,145
Executive Vice President 2006 233,231 117,500 51,085 51,806 — 11,410 48,527 513,559
Daniel E. Cantarallll 2007 227,308 88,510 82,826 71,030 — — 56,369 526,043
Executive Vice President 2006 193,846 85,800 46,415 42,351 — — 52,774 421,186
Frank J. Polino 2007 218,847 85,485 81,608 70,782 — 846 52,089 509,657
Executive Vice President 2006 198,079 102,700 54,099 41,321 — 767 51,295 448,261

(1) The amounts reflect the cash awards under Pinnacle.

2) The amounts reflect the expense recognized for financial statement purposes for the year ended December 31, 2007, in accordance with SFAS No. 123(R) for
awards granted in and prior to 2007. Assumptions used in the calculation of these amounts are included in Note 14 to the Company’ s audited financial statements
for the year ended December 31, 2007 included in the Company’s Annual Report on Form 10-K filed with the SEC on February 29, 2008.

(3) The amounts reflect the expense recognized for financial statement purposes for the year ended December 31, 2007, in accordance with SFAS No. 123(R) for
options granted in and prior to 2007. Assumptions used in the calculation of these amounts are included in Note 14 to the Company’ s audited financial
statements for the year ended December 31, 2007 included in the Company’s Annual Report on Form 10-K filed with the SEC on February 29, 2008.

(4) The components of change in actuarial value of the Pension and Deferred Compensation earnings are as follows:

Change Nonqualified Total Changein Pension
Y ear in Deferred Value and Nonqualified
Ended Pension Compensation Deferred Compensation

Name 12/31 Value Earnings Earnings




G. Gary Berner

Frank J. Polino

2007
2006
2007
2006

12,393
11,062
846
767
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9,798

22,191
11,410
846
767




©)

The details of “ All Other Compensation” are:

Dividends
on Medical
Year  Unvested Insurance  Total All
Ended Restricted 401(k) ESOP Club  Auto  premiums Other
Name 12/31  Stock o) GTL® allocation® Dues Expense o) Compensation

John R. Koelmel 2007 $ 26,718 $11250 $ 38%4 $ 6,031 $ 20,073 $ 7,200 $ 8,243 $ 83,409

2006 8,945 11,000 1,366 6,802 20,326 10,800 7,776 67,015
Michael W. Harrington 2007 2,298 11,250 442 6,133 13,184 9,000 8,243 50,550

2006 219 10,783 334 6,764 11,158 — 7,776 37,034
G. Gary Berner 2007 7,014 11,250 1,074 14,609 6,579 9,039 5,357 54,922

2006 4,712 11,000 732 14,880 5,034 5,300 6,869 48,527
Daniel E. Cantara, 111 2007 6,123 11,250 723 7,036 14,994 8,000 8,243 56,369

2006 4,300 11,000 606 7,708 10,920 10,464 7,776 52,774
Frank J. Polino 2007 6,039 11,250 696 8,321 9,490 8,050 8,243 52,089

2006 4,670 11,000 622 8,925 9,747 8,555 7,776 51,295
(1) Company contributions pursuant to 401(k) Plan.
(2) Incomeimputed on Group Term Life Insurance in excess of $50,000 per employee.
(3) 2007 alocated ESOP shares valued at the fiscal year end 2007 market close price of $12.04.
(4) Premiums paid on behalf of Named Executive Officers under medical plans availableto all Company employees.
Plan-Based Awards. Below are the details of awards granted to the Named Executive Officers during 2007.

GRANTSOF PLAN-BASED AWARDS
All All Other
Other Option
. Stock Awards: Per Share
Estimated Future Payouts Estlmat%d Future Share Awards: Number of Exercise Grant Date
Under Under E ‘.ta\ycl)uts tive Pl Number  Shares of or Base Fair Value
Non-Equity Incentive Plan nder Equity nc<len fveFlan of Securities Price of Stock and
Grant Awards Awards®) Shares Underlying of Option Option
of
Name Date Threshold Target Maximum Threshold Target Maximum Stock Options Awards Awards

John R. Koelmel 2/20/07 $ —% —3 — 4,634 9,267 9267 44,670?  1465009% 1470 % 1,135,968
Michael W. Harrington 2/20/07 — — — 1,400 2,800 2,800 4,460 14,1004 14.70 110,406
G. Gary Berner 2/20/07 — — — 1,400 2,800 2,800 4,460 14,0009 = 14.70 110,075
Daniel E. Cantara, |11 2/20/07 — — — 1,534 3,067 3,067 4880® 155004 1470 121,041
Frank J. Polino 2/20/07 — — — 1,567 3,133 3133 4910¥ 15700  14.70 122,100

€

The maximum amount is 100% of such target amount.

@)
©)
4

The threshold amounts reflect the minimum performance-based stock award, pursuant to the Long-Term Incentive Program, which is 50% of the target amount.

The amount reflects 14,670 shares of stock granted pursuant to the Long-Term Incentive Program and 30,000 shares of stock granted pursuant to Mr.
Koelmel’s promotion to President and CEO.

The amount reflects 46,500 shares of stock granted pursuant to the Long-Term Incentive Program and 100,000 shares of stock granted pursuant to Mr.
Koelmel’s promotion to President and CEO.

The amount reflects the number of shares of stock granted pursuant to the Long-Term Incentive Program.
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OUTSTANDING EQUITY AWARDSAT DECEMBER 31, 2007

Option Awards Stock Awards

Market  Equity
Value Incentive

Equity of Plan
Incentive Number Shares Awards:
Plan of or Number of Equity Incentive
Awards: Shares Units Unearned Plan Awards:
Number of  Number of Number of or units of Shares, Market or Payout
Securities Securities Securities of Stock Stock Units or Value of
Underlying Underlying Underlying That That Other unearned Shares,
Unexercised Unexercised Unexercised Option Option Have Have Rights Units or Other
Options Options Unearned Exercise Expiration  Not Not  That Have Rights That Have
Name Exercisable Unexercisable Options Price Date Vested Vested Not Vested Not Vested
John R. Koelmel 22,500 7,500 —$ 1495 1/12/2014 59,0209$710,601 16,667 $ 200,671
10,275 3,425 — 1287 542014
23,467 11,733@ — 1291 5/3/2015
7,267 14,533@ — 1483 9/8/2016
— 100,000 — 1470 2/20/2017
— 46,500 — 1470 1/31/2017
Michael W. Harrington 9,600 2,400° — 1178 472013 5,025® 60,501 2,800 33,712
6,200 — — 1328 5/21/2013
10,500 3,500 — 1287 542014
8,750 8,750 — 1291 5/3/2015
— 14,1009 — 1470 1/31/2017
G. Gary Berner 48,124 — — 41557 5202009 12,520 150,741 8,300 99,932
10,605 — — 48709 5/1/2011
10,730 — — 116785 8/28/2012
12,400 — — 1328 5/21/2013
10,500 3,500 — 1287 5/4/2014
20,067 10,033@ — 1291 5/3/2015
5,400 10,800 — 1483 9/8/2016
— 14,0009 — 1470 1/31/2017
Daniel E. Cantara, I11 25,868 — — 53348 6/252011 11,260" 135,570 7,567 91,107
32,335 — —  6.5177 12/14/2011
7,217 — — 116785 8/28/2012
32,335 — — 116785 8/28/2012
9,800 — — 1328 5/21/2013
8,400 2,800 — 1287 542014
16,734 8,366 — 1291 5/3/2015
4,434 8,866 — 1483 9/8/2016
— 15,500 — 1470 1/31/2017
Frank Polino 62,083 — — 487090 512011 11,220® 135,089 7,733 93,105
5,944 — — 116785 8/28/2012
8,900 — — 1328 5/21/2013
7,950 2,650 — 1287 542014
16,734 8,366 — 1291 5/3/2015
4,534 9,066 — 1483 9/8/2016
— 15,700 — 1470 1/31/2017

(1) Optionsvest at arate of 25% per year over the first four years of the ten-year option term.

(2)  Optionsvest at arate of 33% per year over thefirst three years of the ten-year option term.

(3) Optionsvest at arate of 20% per year over thefirst five years of the ten-year option term.

(4) 19,300 awards vest on athree-year 100% cliff vesting, all other awards vest arate of 20% over five years.
(5) 1,825 awardsvest on a29 month 100% cliff vesting, all other awards vest on athree-year 100% cliff vesting.
(6) 10,000 awards vest on athree-year 100% cliff vesting, all other awards vest arate of 20% over five years.
(7) 9,200 awards vest on athree-year 100% cliff vesting, all other awards vest arate of 20% over five years.



(8) 9,300 awards vest on athree-year 100% cliff vesting, all other awards vest arate of 20% over five years.
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OPTION EXERCISESAND STOCK VESTED

Option Awards Stock Awards
Number of Shares Number of Shares
Acquired on Value Realized on Acquired on Value Realized on
Name Exercise Exercise Vesting Vesting

John Koelmel — $ = 4,000 $ 59,560
860 12,066
Michael W. Harrington — — — —
G. Gary Berner 24,062 207,277 800 10,896
24,063 238,087 874 12,280
14,486 153,363 860 12,066
Daniel E. Cantara, 111 — — 660 8,989
700 9,821
587 8,247
Frank J. Polino — — 660 9,260
483 6,786
600 8,172

None of the gain on option exercises or restricted stock vesting has been deferred.

PENSION BENEFITS

Thetable below shows the present value of accumulated benefits payable to certain Named Executive Officers, including the number of years of
service credited to each of them, under the Retirement Plan determined using interest rate and mortality rate assumptions consistent with those
used in our financial statements. Information regarding the Retirement Plan can be found under the heading “ Retirement Plans’ on Page 16.

Present Value of Payments
Number of Years Accumulated During Last
Name Plan Name Credited Service Benefit Fiscal Year
G. Gary Berner The Retirement Plan of the 10.0 210,756 —
First Niagara Financial
Group, Inc.
Frank J. Polino The Retirement Plan of the 29 14,378 —
First Niagara Financial
Group, Inc.

Deferred Compensation Plans
We have two nonqualified deferred compensation plans summarized below:

First Niagara Bank Deferred Compensation Plan (“Plan 1"). Participation in thisplanis limited to certain current and former executiveswho
were previously designated as eligible to participate. Key Executives who attained their positions subsequently are ineligible. Under this plan, we
annually credit an executive's deferred compensation account with an amount determined in the sole discretion of the Board. An executive will
vest in earnings credited to his or her account at the rate of 20% per year, beginning in the sixth year of participation until the executiveisfully
vested after 10 years of participation. For these purposes, an executive' s years of participation will be equal to the executive's number of whole
years of employment with us measured from the date that an executive becomes a participant under the deferred compensation plan.
Notwithstanding the above, an executive shall be fully vested in his or her deferred compensation account upon attaining age 60 with five years of
participation or in the event of achangein control of the Company. Benefits are payable to the executive in fifteen substantially equal annual
payments commencing (i) 30 days after the executive has attained age 60, or (ii) 30 days after the executive terminates employment, if after age 60,
or due to disability. In the event of the executive's death after benefits commence, we will pay the remaining benefits to the executive' sbeneficiary
over the remainder of the payment term. In the event of the executive's death after termination of employment but prior to commencement of
benefit payments, we will pay the executive's benefit to the executive's beneficiary in fifteen substantially equal annual payments commencing
within 30 days of the executive' s death. In the event of the executive's death prior to termination of employment, the executive will forfeit all
benefits under the deferred compensation plan. In the event of an unforeseeable emergency which will result in a severe financia hardship, the
executive may request adistribution of all or part of hisor her benefits or may request an acceleration of benefits that are being paid to him, as
applicable.



Only Mr. Berner is a participant in this non-qualified plan. For the year ended December 31, 2007, Mr. Berner had $17,838 credited to his deferred
compensation accounts.
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First Niagara Bank Management | ncentive Deferral Plan (“ Plan 2"). We have adeferred compensation plan for the benefit of Key Executives.
Under this plan, the employeeis able to elect, on an annual basis, to defer receipt of al or any portion of their annual incentive compensation until
the earliest of (i) death; (ii) disability; (iii) normal retirement (age 65); (iv) early retirement (completion of 30 years of service or completion of 20
years of service and attainment of age 44 or completion of 5 years of service and attainment of age 60); or (v) separation from service. At thetime
they join the plan, each participant elects whether to receive paymentsin the form of alump sum or installments over aterm no longer than 15
years, to be made starting on the first business day of the calendar month following the date the participant’s service terminates. The employer
may make discretionary matching or other contributionsto the Plan. All employer contributions are subject to a 6 year graded vesting schedule,
where less than 2 years of service = 0% vested, 2 years of service = 20% vested; 3 years of service = 40% vested; 4 years of service = 60% vested;
5 years of service = 80% vested and 6 years of service = 100% vested. Participants self-direct the investment of their account balancesin Plan 2
among various investment alternatives made available by the employer from time to time.

NONQUAL IFIED DEFERRED COMPENSATION @

Aggregate
Executive Registrant Aggregate Aggregate Balanceat Last

Contributionsin  Contributionsin Earningsin Last Withdrawals/ Fiscal Year

Name Last Fiscal Year LastFiscal Year Fiscal Year  Distributions End
John Koelmel $ — $ —$ —$ —$ —
Michael W. Harrington — — — — —
G. Gary Berner

Plan 1 — —3$ 17,838 —3$ 190,374
Plan 22 111,442 4 — 45,924 — 764,372
Total 111,442 —3$ 63,762 —3$ 954,746
Dani€l E. Cantara, I11 — — — — —
Frank J. Polino — — — — —

(1) Amountsreported on this table are included in the Summary Compensation Table, except earnings are only included in the Summary
Compensation Table to the extent they are “ above market.”

(2) Plan 2 investment rate of returnis“market rate’ and not “above market or preferential.” Accordingly, earnings from Plan 2 are not included
in the Summary Compensation Table.

(3) Thetotal incentive reported in last year's proxy for Mr. Berner was $117,500. This entire amount, net of social security taxes, was deferred
and is shown as a current year contribution to Plan 2.

Changein Control Agreements

We have entered into Change in Control agreements with Messrs. Koelmel, Berner, Harrington, Cantara, and Polino. The Change in Control
agreements have an initial term through December 31, 2008, and thereafter automatically renew for successive two-year periods (three yearsfor Mr.
Koelmel), unless notice is given that they will not renew. If the agreement is not renewed, the agreement will expire 30 months from the date of the
notice to not renew. Upon a Change in Control, as defined in the Change in Control agreement, and termination of employment by the executive for
Good Reason or termination without Cause, as each term is defined in the Change in Control agreement, Messrs. Koelmel, Berner, Harrington,
Cantara, and Polino will receive salary and fringe benefits, through their termination date, any unpaid annual short term incentive for a prior period
and payment of accrued but unused vacation. In addition, the executive will receive 200% (300% for Mr. Koelmel) of hisbase salary, asin effect in
the year of termination of employment payable in one lump sum. The executive will also receive medical and health insurance, group term life
insurance, automobile allowance and club membership benefits asin effect on the date of termination for a period of twenty-four months (thirty-six
for Mr. Koelmel) beginning with the month next following the month during which the employment terminates. If the executive dies during the
twenty-four month period (thirty-six for Mr. Koelmel), any dependent health or medical fringe benefits will be provided for the balance of the
twenty-four month period (thirty-six for Mr. Koelmel). The executive will receive an incentive amount equal to 200% (300% for Mr. Koelmel) of his
targeted annual short term incentive amount in effect in the year of the termination of employment payablein one lump sum.

For 60 months following the date of termination of employment, the Company will continue any indemnification agreement with Messrs. Koelmel,
Berner, Harrington, Cantara, and Polino and will provide directors’ and officers’ liability insurance insuring him, such coverage to have limits and
scope of coverage not less than that in effect on the date of termination of employment.

Messrs. Koelmel, Berner, Harrington, Cantara, and Polino will each be fully vested in and will have the immediate right to exercise all equity
compensation awards including, but not limited to, stock options, restricted stock, stock appreciation rights, and phantom equity awards, which he
has received in connection with his employment with us.
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The agreements provide that Messrs. Koelmel, Berner, Harrington, Cantara, and Polino will each be fully vested in all accrued benefits under any
401(k) or ESOP plan maintained by us, provided, however, if the terms of such plan do not permit acceleration of full vesting, each will receive a
lump sum payment in an amount equal to the value of the accrued benefit which was not vested.

For atwelve month period following the termination of employment, the Company will provide each of Messrs. Koelmel, Berner, Harrington,
Cantara, and Polino with outplacement servicesin an amount not to exceed $10,000.

Upon Messrs. Koelmel, Berner, Harrington, Cantara, and Polino’s termination of employment absent Good Reason, by us for Cause, or on account
of death or disability, in any case following a Change in Control, no amounts will be payable under this Agreement.

We have also entered into Change in Control agreements with our Key Executives. The agreements areidentical to the ones described above for
Messrs. Berner, Harrington, Cantara, and Polino.

Executive Severance Plan

We have established a self-insured Executive Severance Plan which covers all executives with executed Change in Control agreements. Each
executive (i) whose employment isinvoluntarily terminated by us for reasons other than for Cause, (ii) who is required to move employment to a
location further than 40 miles (100 milesfor Mr. Koelmel) of the executive' s current place of employment and who does not accept such relocation
and terminates employment, or (iii) whose aggregate compensation is materially reduced and who terminates employment will receive a severance
payment, if the executive remains in employment with us through his or her release date as established by us.

An executive's severance payment will be equal to the greater of:
The executive' s base salary, determined as of the date of termination, for twelve months (twenty-four for Mr. Koelmel), plusthe
executive' stargeted incentive amount; or
The executive' s base salary, determined as of the date of termination, for eighteen months (thirty-six for Mr. Koelmel).

For atwelve-month period following the termination of employment, we will provide the executive with outplacement servicesin an amount not to
exceed $10,000.
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POTENTIAL PAYMENTSUPON TERMINATION OR CHANGE IN CONTROL

The tables below reflect the amount of compensation to each of our Named Executive Officersin the event of termination of such executive's
employment. The amount of compensation payable to each Named Executive Officer upon voluntary termination, early retirement, without cause
termination, termination following a Change in Control, and in the event of disability or death of the executive is shown below. The amounts
shown assume that such termination was effective as of December 31, 2007, and thus includes amounts earned through such time and are
estimates of the amounts which would be paid out to the Named Executive Officers upon their termination. The actual amounts to be paid out can

only be determined at the time of such executive's separation from the Company.

Termination without
Cause or By Executive

with Good Reason ~ Disability Retirement Death  Changein Control
John R. Koelmel, President & CEO
Cash Wages $ 820,000$ 152,962 $ 1,230,000
Incentive @ 615000 307,500 922,500
Health, Welfare, Perquisites, and Other Personal Benefits
® 10,000 10,642 - 129,358
Retirement Plans ) - 21,106 21,106 21,106
Long-Term Incentive Program © - 1,038,998 (6) 1,033,998 1,038,998
Total 1,445,000 1,531,208 1,060,104 3,341,962
Michael W. Harrington, Chief Financial Officer
Cash Wages $ 215000$  80212'$ 430,000
Incentive @ 129000 129,000 258,000
Health, Welfare, Perquisites, and Other Personal Benefits
® 10,000 9,788 - 84,711
Retirement Plans ) - 11,495 11,495 11,495
Long-Term Incentive Program ) - 111125 (6) 111,125 111,125
Total 354,000 341,620 122,620 895,331
G. Gary Berner, Executive Vice President, Commerical Real Estate
Cash Wages ¥ $ -$ 104,769 $ 480,000
Incentive @ - 180,000 360,000
Health, Welfare, Perquisites, and Other Personal Benefits
® - 5,826 54,030
Retirement Plans - - - -
Long-Term Incentive Program ) - 366,187 (6) 366,187 366,187
Total - 656,782 366,187 1,260,217
Daniel E. Cantaralll, Executive Vice President, Commercial Business
Cash Wages $ 230,000$ 176923 $ 460,000
Incentive @ 149500 149,500 299,000
Health, Welfare, Perquisites, and Other Personal Benefits
® 10,000 9,821 77,384
Retirement Plans - - - -
Long-Term Incentive Program ) - 319290 (6) 319,290 319,290
Total 389,500 655,534 319,290 1,155,674
Frank J. Polino, Executive Vice President, Operations
Cash Wages ¥ $ 220000$ 87,154 $ 440,000
Incentive @ 143000 143,000 286,000



Health, Welfare, Perquisites, and Other Personal Benefits

®

10,000 9,811 . . 66,469
Retirement Plans - - - - -
Long-Term Incentive Program ) - 3231 (6) 322311 322,311

Total 373,000 562,276 i 322,311 1,114,780

@
@)
©)
4
©)
(©)
)

Cash Wages include salary through the employment agreement term, salary as stipulated in Change in Control (CIC) Agreement, and
severance payments in accordance with the Executive Severance Plan.

Incentive reflects payment at target award paid as directed by the terms of the employment agreement or CIC Agreement.

Health, Welfare, Perquisites, and Other Personal Benefits reflects the cost to the Company of continuing medical, dental, and life insurance
benefits for the contract term or as per the CIC Agreement. Thisfigure also includes automobile allowance, club membership benefits, and
the maximum amount allowed for outplacement services for those Executives with a CIC Agreement.

Retirement Plans reflects the accel eration of vesting of the Company's 401(k) and Employee Stock Ownership Plans.

Long-Term Incentive Program reflects the val ue of shares which would vest within 30 days of the termination notice and the value of
accelerated vesting of all previously unvested options and awards.

The Long-Term Incentive Program allows for vesting to accel erate at normal retirement age. None of the Executives had attained normal
retirement age as of December 31, 2007.

Requires achangein control and awithout cause termination by the Company or atermination of employment by the Executive for Good
Reason.
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PROPOSAL Il - RATIFICATION OF THE APPOINTMENT
OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our Independent Registered Public Accounting Firm for the year ended December 31, 2007 was KPMG LLP. The Audit Committee has approved
the engagement of KPM G to be our Independent Registered Public Accounting Firm for the year ending December 31, 2008, subject to the
ratification of the engagement by our stockholders at the Annual Meeting. Representatives of KPMG are expected to attend the Annual Meeting,
will have an opportunity to make a statement if they so desire, and will be available to respond to appropriate questions.

Stockholder ratification of the selection of KPMG is not required by our bylaws or otherwise. However, the Board is submitting the selection of the
Independent Registered Public Accounting Firm to the stockholders for ratification as a matter of good corporate practice. If the stockholders fail
to ratify the selection of KPM G, the Audit Committee will reconsider whether or not to retain that firm. Even if the selection isratified, the Audit
Committee may, at its discretion, direct the appointment of adifferent Independent Registered Public Accounting Firm at any time during the year
if it determines that such changeisin the best interests of our stockholders.

FeesPaid to KPMG
The aggregate fees billed by KPMG for professional services rendered during 2007 and 2006 are:

Audit Fees. The aggregate fees billed to us by KPMG for professional services rendered for the audit of our annual consolidated financial
statements and management’ s assessment of the effectiveness of internal controls over financial reporting, review of the consolidated financial
statements included in our quarterly reports on Form 10-Q, and services that are normally provided by KPMG in connection with statutory and
regulatory filings and engagements were $650,000 during 2007 and $506,900 during 2006.

Audit Related Fees. The aggregate fees billed to usby KPMG for assurance and related services rendered that are reasonably related to the
performance of the audit of and review of the consolidated financial statements, and that are not already reported in “Audit Fees” above, were
$23,000 during 2007 and $39,800 during 2006. These services were primarily related accounting research. All audit related fees billed by KPMG
during 2007 were pre-approved by the Audit Committee.

Tax Fees. The aggregate fees billed to usby KPMG for professional services rendered for tax compliance were $32,050 during 2007 and $69,590
during 2006. The aggregate fees billed by KPMG for tax advice and tax planning were $63,540 during 2007 and $8,565 during 2006. These services
primarily included the review of tax returns and quarterly tax provisions, audit support, and consultations regarding new legislation. All tax fees
billed by KPMG during 2007 were pre-approved by the Audit Committee.

All Other Fees. Therewere no “Other Fees’ for 2007 or for 2006.

Policy on Audit Committee Pre-Approval of Audit and Non-Audit Services
of Independent Registered Public Accounting Firm

The Audit Committee’ s policy isto pre-approve all audit and non-audit services provided by the Independent Registered Public Accounting Firm.
These services may include audit services, audit-related services, tax services, and other services. Pre-approval is provided for up to one year and
any pre-approval isdetailed asto particular service or category of services and is subject to a specific budget. The Audit Committee has delegated
pre-approval authority to its Chair when necessary, with subsequent reporting to the Audit Committee. The Independent Registered Public
Accounting Firm and management are required to report to the Audit Committee quarterly regarding the extent of services provided by the
Independent Registered Public Accounting Firm in accordance with this pre-approval policy, and the fees for the services performed to date.

Required Vote and Recommendation of the Board

In order to ratify the appointment of KPM G as Independent Registered Public Accounting Firm for 2008, the proposal must receive a“FOR” vote
by at least amajority of the votes cast at the Annual Meeting, either in person or by proxy.

THE BOARD RECOMMENDSA VOTE “FOR”
THE RATIFICATION OF KPMG ASINDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
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STOCKHOLDER PROPOSAL SFOR 2009 ANNUAL MEETING

In order to be eligible for inclusion in the proxy materials for next year's Annual Meeting of stockholders, any stockholder proposal to take action
at such meeting must be received at our Executive Office, 6950 South Transit Road, P.O. Box 514, Lockport, New Y ork 14095-0514, attention:
Corporate Secretary, no later than November 14, 2008. Any such proposals shall be subject to the requirements of the proxy rules adopted under
the Securities Exchange Act of 1934.

Advance Notice of Businessto be Conducted at an Annual M eeting

The Company’s bylaws provide an advance notice procedure for certain business, or nominations to the Board of Directors, to be brought before
an annual meeting of stockholders. In order for a stockholder to properly bring business before an annual meeting, or to propose a homineeto the
Board of Directors, the stockholder must give written notice to the Secretary of the Company not less than one hundred and twenty (120) days
prior to the date of the Company’s proxy materials for the preceding year's annual meeting; provided, however, that if the date of the annual
meeting is advanced more than 30 days prior to or delayed by more than 30 days after the anniversary of the preceding year’s annual meeting,
notice by the stockholder to be timely must be so delivered not later than the close of business on the tenth day following the day on which public
announcement of the date of such annual meeting isfirst made. The notice must include the stockholder’ s name, record address, and number of
shares owned, describe briefly the proposed business, the reasons for bringing the business before the annual meeting, and any material interest
of the stockholder in the proposed business. In the case of nominations to the Board of Directors, certain information regarding the nominee must
be provided. Nothing in this paragraph shall be deemed to require the Company to includein its proxy statement and proxy relating to an annual
meeting any stockholder proposal that does not meet all of the requirements for inclusion established by the Securities and Exchange Commission
in effect at the time such proposal isreceived.

Accordingly, advance written notice for certain business or nominations to the Board to be brought before that meeting must be given to the
Company by November 14, 2008. If notice isreceived after that date, it will be considered untimely, and the Company will not be required to
present the matter at the meeting.

OTHER MATTERS

The Board is not aware of any business to come before the Annual Meeting other than the matters described above in this proxy statement.
However, if any matters should properly come before the Annual Meeting, it isintended that holders of the proxies will act in accordance with their
best judgment.

The Audit Committee Report and the Report of the Compensation Committee included in this proxy statement shall not be deemed incorporated by
referenceinto any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that
the Company specifically incorporates thisinformation by reference. The Audit Committee Report shall not otherwise be deemed filed under such
Acts.

MISCELLANEOUS

We will incur the costs of soliciting proxies. Upon request, we will reimburse brokerage firms and other custodians, nominees and fiduciaries for
reasonabl e expensesincurred by them in sending proxy materials to the beneficial owners of the Common Stock. In addition to solicitations by
mail, directors, officers and other of our employees may solicit proxies personally or by telephone without additional compensation. We have
retained Morrow & Co., LLC, aproxy solicitation firm, to assist in the solicitation of proxies for the Annual Meeting, for afee of $12,500, plus out-
of-pocket expenses.

An additional copy of our annual report on Form 10-K for theyear ended December 31, 2007, will be furnished without charge upon written or
telephonic request to Linda Mussen, Senior Executive Assistant, 6950 South Transit Road, P.O. Box 514, Lockport, New York, 14095-0514 or
call (716) 625-7573.

/s/ John Mineo



Lockport, New Y ork
March 14, 2008

John Mineo
Corporate Secretary
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