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Massachusetts 20-4840562
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

70 Center Street, Chicopee, Massachusetts 01013
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number: (413) 594-6692

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, no par value Nasdaq Global Market

Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by check mark whether the registrant is a well known seasoned issuer, as defined in Rule 405 of the Securities Act.    YES  ¨     NO  x

Indicate by check mark whether the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.     YES  ¨    NO  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    YES  x    NO  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �accelerated filer,� �large accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12(b)-2 of the Exchange Act).    YES  ¨    NO  x

On June 30, 2008, the aggregate market value of the voting and non-voting common equity held by non-affiliates was $81,888,977.

The number of shares of Common Stock outstanding as of March 4, 2009 is 6,461,753.
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DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the 2009 Annual Meeting of Stockholders are incorporated by reference in Part III of this Annual Report on
Form 10-K.
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PART I

Item 1. Business.
General

Chicopee Bancorp, Inc. (the �Company� or �Chicopee Bancorp�), a Massachusetts corporation, was formed on March 14, 2006 by Chicopee Savings
Bank (the �Bank� or �Chicopee Savings Bank�) to become the holding company for the Bank upon completion of the Bank�s conversion from a
mutual savings bank to a stock savings bank and the Company�s initial public offering. The conversion and the offering were completed on
July 19, 2006.

The Bank, a Massachusetts stock savings bank, was organized in 1845 under the name Cabot Savings Bank and adopted its present name in
1854. The Bank�s principal business consists of the acceptance of retail deposits from the general public and the investment of those deposits,
together with funds generated from borrowings, retail operations, investment management and insurance services, into a broad line of lending
products including one- to four-family, multi-family, commercial real estate, commercial business, construction and development and consumer
loans, including home equity lines of credit and automobile loans. The Bank generally originates loans for investment. The Bank also purchases
one- to four-family residential loans from time to time and invests in mortgage-backed securities and other permissible investments. The Bank�s
revenues are derived from the generation of interest and fees on loans, interest and dividends on investment securities and fees from its retail
banking operation, and investment management. The Bank�s primary sources of funds are deposits, principal and interest payments on loans and
investments, advances from the Federal Home Loan Bank (the �FHLB�) and proceeds from loan sales.

Available Information

The Company�s website is www.chicopeesavings.com. The Company makes available free of charge, on or through its website, its annual reports
on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after the Company electronically
files such material with, or furnishes it to, the Securities and Exchange Commission. Information on the Company�s website shall not be
considered part of this Form 10-K.

Market Area

The Company is headquartered in Chicopee, Massachusetts. The Company�s primary lending and deposit market areas include Hampden and
Hampshire Counties in western Massachusetts. The city of Chicopee is a largely urban city and is located in the Pioneer Valley near the
intersection of U.S. Interstates 90 (the Massachusetts Turnpike) and 91. Interstate 90 is the major east-west highway that crosses Massachusetts.
Interstate 91 is the major north-south highway that runs directly through the heart of New England. Chicopee is located approximately 90 miles
west of Boston, Massachusetts, 80 miles southeast of Albany, New York and 30 miles north of Hartford, Connecticut. Located in the region
known as New England�s knowledge corridor, the Bank benefits from a concentration of more than 120,000 students at 32 higher education
institutions. Additional economic support is gained from the presence of large employers such as Westover Air Reserve Base, Bay State Health
Systems, the University of Massachusetts at Amherst, Big Y Supermarkets, MassMutual Financial Group, Top-Flite Golf Company, and Dow
Jones & Co. Other economic activity is provided by the social service agencies and significant tourist attractions such as the Basketball Hall of
Fame and Six Flags New England.
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Competition

We face significant competition for the attraction of deposits and origination of loans. Our most direct competition for deposits has historically
come from the several financial institutions and credit unions operating in our market area and, to a lesser extent, from other financial service
companies such as brokerage firms and insurance companies. We also face competition for investors� funds from money market funds, mutual
funds and other corporate and government securities. At June 30, 2008, which is the most recent date for which data is available from the
Federal Deposit Insurance Corporation, we held approximately 4.30% of the deposits in Hampden County, which was the 8th largest market
share out of the 21 banks and thrifts with offices in Hampden County. This data does not include deposits held by one of our primary
competitors, credit unions, which, as tax-exempt organizations, are able to offer higher rates on deposits than banks. There are also 18 credit
unions headquartered in Hampden County, some of the larger of which are headquartered in Chicopee, Massachusetts. In addition, banks owned
by large super-regional bank holding companies such as Bank of America Corporation, Sovereign Bancorp, Inc., Citizens Financial Group and
TD Banknorth, Inc. also operate in our market area. These institutions are significantly larger than us and, therefore, have greater resources.

Our competition for loans comes primarily from financial institutions in our market areas, and, to a lesser extent, from other financial service
providers such as mortgage companies and mortgage brokers. Competition for loans also comes from the increasing number of non-depository
financial service companies entering the mortgage market such as insurance companies, securities companies and specialty finance companies.

We expect competition to increase in the future as a result of legislative, regulatory and technological changes and the continuing trend of
consolidation in the financial services industry. Technological advances, for example, have lowered the barriers to market entry, allowed banks
and other lenders to expand their geographic reach by providing services over the Internet and made it possible for non-depository institutions to
offer products and services that traditionally have been provided by banks. Changes in federal laws permit affiliation among banks, securities
firms and insurance companies, which promotes a competitive environment in the financial services industry. Competition for deposits and the
origination of loans could limit our future growth.

Lending Activities

General. The largest segment of our loan portfolio is one- to four-family residential real estate loans. The other significant segments of our loan
portfolio are commercial real estate loans, multi-family loans, construction loans, commercial business loans and consumer loans. We originate
loans primarily for investment purposes.

One- to Four-Family Loans. At December 31, 2008 approximately 39.4% of our loans were mortgage loans to enable borrowers to purchase or
refinance existing homes, most of which serve as the primary residence of the owner. We offer fixed-rate and adjustable-rate loans with terms up
to 30 years. Borrower demand for adjustable-rate loans versus fixed-rate loans is a function of the level of interest rates, the expectations of
changes in the level of interest rates, and the difference between the interest rates and loan fees offered for fixed-rate mortgage loans and the
initial period interest rates and loan fees for adjustable-rate loans. The relative amount of fixed-rate mortgage loans and adjustable-rate mortgage
loans that can be originated at any time is largely determined by the demand for each in a competitive environment. The loan fees, interest rates
and other provisions of mortgage loans are determined by the demand for each in a competitive environment.

We offer fixed-rate one- to four-family loans with terms between 10 and 30 years. Management establishes the loan interest rates based on
market conditions. Interest rates and payments on our adjustable-rate mortgage loans generally adjust annually after an initial fixed period that
ranges from one to 10 years. Interest rates and payments on our adjustable-rate loans generally are adjusted to a rate typically equal to 2.75
percentage points above the one-year constant maturity Treasury index. The maximum amount by which the interest rate on our adjustable-rate
mortgage loans may be increased or decreased is generally 2 percentage points per adjustment period and the lifetime interest rate cap is
generally 6 percentage points over the initial interest rate of the loan. We also offer adjustable-rate mortgage loans that adjust every three years
after an initial three-year fixed period and adjustable-rate mortgage loans that adjust every five years after an initial six-year fixed period.
Interest rates and payments on these adjustable-rate loans generally are adjusted to a rate typically equal to 2.75% and 2.50% above the three-
and five-year constant maturity Treasury index, respectively.

Adjustable rate mortgage loans help decrease the risk associated with changes in market interest rates by periodically repricing. However,
upward adjustment of interest rates is limited by the maximum periodic and lifetime interest rate adjustments permitted by our loan documents.
In addition, adjustable rate mortgage loans may increase credit risk because, as interest rates increase, interest payments on adjustable rate loans
increase, which increases the potential for defaults by our borrowers. See �Loan Underwriting Risks� below. At December 31, 2008, $120.8
million, or 73.2%, of our one- to four-family residential loans contractually due after December 31, 2009 had adjustable rates of interest.
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While one- to four-family residential real estate loans are normally originated with up to 30-year terms, such loans typically remain outstanding
for substantially shorter periods because borrowers often prepay their loans in full upon sale of the property pledged as security or upon
refinancing the original loan. Therefore, average loan maturity is a function of, among other factors, the level of purchase and sale activity in the
real estate market, prevailing interest rates and the interest rates payable on outstanding loans.

We generally do not make conventional loans with loan-to-value ratios exceeding 95% at the time the loan is originated. Conventional loans
with loan-to-value ratios in excess of 80% generally require private mortgage insurance or additional collateral. We require all properties
securing mortgage loans to be appraised by a board-approved independent appraiser. We generally require title insurance on all first mortgage
loans. Borrowers must obtain hazard insurance, and flood insurance for loans on properties located in a flood zone, before closing the loan.

In an effort to provide financing for first-time buyers, we offer 30-year fixed-rate residential mortgage loans through the Massachusetts Housing
Finance Agency (MHFA) First Time Home Buyer Program. In addition, we offer adjustable-rate mortgage loans to municipal employees
through the Massachusetts Housing Finance Agency Municipal Employee Mortgage Program. We offer mortgage loans through these programs
to qualified individuals and originate the loans using underwriting guidelines as set forth by MHFA.

Commercial Real Estate and Multi-Family Loans. The second largest segment of our loan portfolio is fixed- and adjustable-rate mortgage
loans secured by commercial real estate and multi-family real estate. Our commercial real estate and multi-family loans are generally secured by
apartment buildings and properties used for business purposes such as office buildings, industrial facilities and retail facilities. We intend to
continue to grow our commercial real estate loan portfolio. In addition to originating these loans, we also participate in loans with other financial
institutions located primarily in Massachusetts.

We originate a variety of fixed- and adjustable-rate commercial real estate and multi-family loans for terms up to 20 years. Interest rates and
payments on our adjustable-rate loans adjust every one to ten years and generally are adjusted to a rate equal to 2.0% to 3.0% above the
corresponding U.S. Treasury rate or FHLB rate. Most of our adjustable-rate commercial real estate and multi-family loans adjust every five
years. There are no adjustment period or lifetime interest rate caps. Loan amounts generally do not exceed 80% of the property�s appraised value
at the time the loan is originated.

At December 31, 2008, our largest multi-family real estate loan was for $1.6 million and was secured by two commercial apartment buildings
located in Springfield, Massachusetts. At December 31, 2008, our largest commercial real estate loan was for $5.0 million and was secured by a
Walgreens in Worcester, MA. Both of these loans were performing according to their original terms at December 31, 2008.

At December 31, 2008, our exposure to commercial real estate and commercial business loan participations purchased and sold totaled $18.0
million and $12.3 million, respectively. The properties securing these loans are located primarily in Massachusetts.

We also originate land loans primarily to local contractors and developers for making improvements on approved building lots. Such loans are
generally written with a maximum 75% loan-to-value ratio based upon the appraised value or purchase price, whichever is less, for a term of up
to three years. Interest rates on our land loans are fixed for three years. At December 31, 2008, we had twelve land loans totaling $1.4 million.

Construction Loans. We originate fixed-rate and adjustable-rate loans to individuals and builders to finance the construction of residential
dwellings. We also make construction loans for commercial development projects, including apartment buildings, small industrial buildings and
retail and office buildings. Our construction loans generally provide for the payment of interest only during the construction phase, which is
usually 12 months. At the end of the construction phase, the loan generally converts to a permanent mortgage loan. Loans generally can be made
with a maximum loan to value ratio of 80% at the time the loan is originated. Before making a commitment to fund a construction loan, we
require an appraisal of the property by an independent licensed appraiser. We also will require an inspection of the property before disbursement
of funds during the term of the construction loan.

At December 31, 2008, our largest outstanding residential construction loan was for $594,000, of which $534,000 was outstanding. At
December 31, 2008, our largest outstanding commercial construction loan was for a $5.0 million, of which $4.5 million was outstanding. This
loan is for the development of an assisted-care facility. These loans were performing in accordance with their original terms at December 31,
2008.
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Commercial Loans. We make commercial business loans primarily in our market area to a variety of professionals, sole proprietorships and
small businesses. Commercial lending products include term loans, revolving lines of credit and letters of credit loans. Commercial loans and
lines of credit are made with either variable or fixed rates of interest. Variable rates are based on the prime rate as published in The Wall Street
Journal, plus a margin. Fixed-rate business loans are generally indexed to a corresponding U.S. Treasury rate, plus margin, or FHLB, plus
margin. The Company generally does not make unsecured commercial loans.

When making commercial loans, we consider the financial statements of the borrower, our lending history with the borrower, the debt service
capabilities of the borrower, the projected cash flows of the business and the value of the collateral, primarily accounts receivable, inventory and
equipment, and are supported by personal guarantees. Depending on the collateral used to secure the loans, commercial loans are made in
amounts of up to 80% of the value of the collateral securing the loan. The collateral securing commercial loans may depreciate over time, may
be difficult to appraise and may fluctuate in value. See �Loan Underwriting Risks� below.

At December 31, 2008, our largest commercial term loan was a $2.8 million loan secured by real estate in West Springfield, Massachusetts. Our
largest commercial relationship at December 31, 2008 was $13.3 million. This relationship included a commercial line of credit loan for $10.0
million, of which $2.8 million was outstanding at December 31, 2008. All of these loans are secured by assets of the borrower and were
performing according to their original terms at December 31, 2008.

Consumer Loans. We offer a variety of consumer loans, primarily home equity loans and lines of credit, and, to a much lesser extent, loans
secured by automobiles and recreational vehicles and pools and spas and home improvement loans.

The procedures for underwriting consumer loans include an assessment of the applicant�s payment history on other debts and ability to meet
existing obligations and payments on the proposed loan. Although the applicant�s creditworthiness is a primary consideration, the underwriting
process also includes a comparison of the value of the collateral, if any, to the proposed loan amount.

We generally offer home equity loans with a maximum combined loan to value ratio of 80% and home equity lines of credit with a maximum
combined loan to value ratio of 80%. Home equity lines of credit have adjustable rates of interest that are indexed to the prime rate as reported in
The Wall Street Journal. Home equity loans have fixed interest rates and terms that range from five to 15 years.

We offer automobile and recreational vehicle loans secured by new and used vehicles. These loans have fixed interest rates and generally have
terms up to six years for new automobiles, five years for used automobiles and four years for recreational vehicles. We also offer fixed-rate pool
and spa loans up to $10,000 for terms up to five years.

We offer home improvement loans in amounts up to $5,000. These loans have fixed interest rates and terms up to five years.

Loan Underwriting Risks

Adjustable-Rate Loans. While we anticipate that adjustable-rate loans will better offset the potential adverse effects of an increase in interest
rates as compared to fixed-rate mortgages, the increased mortgage payments required of adjustable-rate loan borrowers in a rising interest rate
environment could cause an increase in delinquencies and defaults. The marketability of the underlying property also may be adversely affected
in a high interest rate environment. In addition, although adjustable-rate mortgage loans help make our loan portfolio more responsive to
changes in interest rates, the extent of this interest sensitivity is limited by the annual and lifetime interest rate adjustment limits.

Commercial Real Estate and Multi-Family Loans. Loans secured by commercial real estate and multi-family real estate generally have larger
balances and involve a greater degree of risk than one- to four-family residential mortgage loans. Of primary concern in commercial real estate
and multi-family lending is the borrower�s creditworthiness and the feasibility and cash flow potential of the project. Payments on loans secured
by income properties often depend on successful operation and management of the properties. As a result, repayment of such loans may be
subject to a greater extent than residential real estate loans to adverse conditions in the real estate market or the economy. To monitor cash flows
on income properties, we generally require borrowers and loan guarantors, if any, to provide annual financial statements and/or tax returns on
commercial real estate and multi-family loans. In reaching a decision on whether to make a commercial real estate and multi-family loan, we
consider

5

Edgar Filing: CHICOPEE BANCORP, INC. - Form 10-K

Table of Contents 9



Table of Contents

the net operating income of the property, the borrower�s expertise, credit history and profitability and the value of the underlying property. We
have generally required that the properties securing these real estate loans have debt service coverage ratios (the ratio of earnings before debt
service to debt service) of at least 1.20x; however, this ratio can be lower depending on the amount and type of collateral. Environmental surveys
and inspections are obtained when circumstances suggest the possibility of the presence of hazardous materials.

We underwrite all loan participations to our own underwriting standards. In addition, we also consider the financial strength and reputation of
the lead lender. To monitor cash flows on loan participations, we require the lead lender to provide annual financial statements for the borrower.
Generally, we also conduct an annual internal loan review for loan participations.

Construction Loans. Construction financing is generally considered to involve a higher degree of risk of loss than long-term financing on
improved, occupied real estate. Risk of loss on a construction loan depends largely upon the accuracy of the initial estimate of the property�s
value at completion of construction and the estimated cost (including interest) of construction. During the construction phase, a number of
factors could result in delays and cost overruns. If the estimate of construction costs proves to be inaccurate, we may be required to advance
funds beyond the amount originally committed to permit completion of the building. If the estimate of value proves to be inaccurate, we may be
confronted, at or before the maturity of the loan, with a building having a value which is insufficient to assure full repayment. If we are forced to
foreclose on a building before or at completion due to a default, there can be no assurance that we will be able to recover all of the unpaid
balance of, and accrued interest on, the loan as well as related foreclosure and holding costs.

Commercial Loans. Unlike residential mortgage loans, which generally are made on the basis of the borrower�s ability to make repayment from
his or her employment or other income, and which are secured by real property the value of which tends to be more easily ascertainable,
commercial loans are of higher risk and typically are made on the basis of the borrower�s ability to make repayment from the cash flow of the
borrower�s business. As a result, the availability of funds for the repayment of commercial loans may depend substantially on the success of the
business itself. Further, any collateral securing such loans may depreciate over time, may be difficult to appraise and may fluctuate in value.

Consumer Loans. Consumer loans may entail greater risk than do residential mortgage loans, particularly in the case of consumer loans that are
unsecured or secured by assets that depreciate rapidly. In such cases, repossessed collateral for a defaulted consumer loan may not provide an
adequate source of repayment for the outstanding loan and the remaining deficiency often does not warrant further substantial collection efforts
against the borrower. In addition, consumer loan collections depend on the borrower�s continuing financial stability, and therefore are more likely
to be adversely affected by job loss, divorce, illness or personal bankruptcy. Furthermore, the application of various federal and state laws,
including bankruptcy and insolvency laws, may limit the amount that can be recovered on such loans.

Loan Originations, Purchases, and Sales. Loan originations come from a number of sources. The primary sources of loan originations are
existing customers, walk-in traffic, advertising and referrals from customers. We advertise on television, on the radio and in newspapers that are
widely circulated in Hampden and Hampshire Counties, both in Massachusetts. Accordingly, because our rates are competitive, we attract loans
from throughout Hampden and Hampshire Counties. We occasionally purchase participation interests in loans to supplement our origination
efforts.

We generally originate loans for our portfolio; however, we generally sell, prior to funding, to the secondary market all newly originated
conforming fixed-rate, 10- to 30-year one- to four-family residential real estate loans. Our decision to sell loans is based on prevailing market
interest rate conditions and interest rate risk management. Generally, loans are sold to the Massachusetts Housing Finance Agency and Freddie
Mac with loan servicing retained. In addition, we sell participation interests in commercial real estate loans to local financial institutions,
primarily on the portion of loans that exceed our borrowing limits.

Loan Approval Procedures and Authority. Our lending activities follow written, non-discriminatory, underwriting standards and loan
origination procedures established by our board of directors and management. Our board of directors has granted loan approval authority to
certain officers up to prescribed limits, depending on the officer�s experience, the type of loan and whether the loan is secured or unsecured.
Loans in excess of the Senior Lending Officer limits ($500,000 for real estate loans, $250,000 and $50,000 for secured and unsecured consumer
loans, respectively, and $200,000 for secured and unsecured commercial business loans, respectively) must be authorized by the President and
the Senior Lending Officer up to 1.5 times the Senior Lending Officer lending limits. All other extensions of credit exceeding such limitations
require the approval of the executive committee, a committee of the Board of Directors of the Bank.
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Loans to One Borrower. The maximum amount that we may lend to one borrower and the borrower�s related entities generally is limited, by
statute, to 20% of our stated capital and reserves. At December 31, 2008, our general regulatory limit on loans to one borrower was $15.9
million. At December 31, 2008, our general internal limit on loans to one borrower was $8.0 million, unless approved in excess of this amount
by the executive committee. On December 31, 2008, our largest lending relationship, as approved by the executive committee, was a $15.1
million commercial real estate loan relationship, secured by assets of the borrower. The loans that comprise this relationship were performing in
accordance with their original terms at December 31, 2008.

Loan Commitments. We issue commitments for fixed- and adjustable-rate mortgage loans conditioned upon the occurrence of certain events.
Commitments to originate mortgage loans are legally binding agreements to lend to our customers. Generally, our mortgage loan commitments
expire after 30 days.

Investment Activities

We have legal authority to invest in various types of liquid assets, including U.S. Treasury obligations, securities of various government
sponsored enterprises and municipal governments, deposits at the Federal Home Loan Bank of Boston and certificates of deposit of federally
insured institutions. We also are required to maintain an investment in Federal Home Loan Bank of Boston stock. While we have the authority
under applicable law to invest in derivative securities, our investment policy does not permit us to do so and we had no investments in derivative
securities at December 31, 2008.

At December 31, 2008, our investment portfolio consisted primarily of short-term U.S. Government and government sponsored enterprise
securities, U.S treasury securities, investment-grade marketable equity securities, collateralized mortgage obligations, and investment-grade
corporate and industrial revenue bonds.

Our investment objectives are to provide and maintain liquidity, to establish an acceptable level of interest rate and credit risk, to provide an
alternate source of low-risk investments when demand for loans is weak and to generate a favorable return. The Board of Directors of the Bank
has the overall responsibility for approval of our investment policy. The Treasurer is responsible for the implementation of the investment
policy. Individual investment transactions are reviewed and approved by our executive committee monthly while portfolio composition and
performance are reviewed at least annually by the Board of Directors of the Bank.

Our Treasurer is responsible for ensuring that the investment policy is followed and that all securities are considered prudent for investment. The
Treasurer is authorized to execute transactions up to $3.0 million. All transactions exceeding $3.0 million, up to $4.0 million maximum, must
also be approved by the President and Chief Executive Officer.

Deposit Activities and Other Sources of Funds

General. Deposits, borrowings and loan repayments are the major sources of our funds for lending and other investment purposes. Loan
repayments are a relatively stable source of funds, while deposit inflows and outflows and loan prepayments are significantly influenced by
general interest rates and money market conditions.

Deposits. Substantially all of our depositors are residents of the Commonwealth of Massachusetts. Deposits are attracted, by advertising and
through our website, from within our market areas through the offering of a broad selection of deposit instruments, including
non-interest-bearing demand accounts (such as checking accounts), interest-bearing accounts (such as NOW and money market deposit
accounts), regular savings accounts (such as passbook accounts) and certificates of deposit. At December 31, 2008, $24.3 million, or 7.3% of our
total deposits, were municipal deposits. At December 31, 2008, we did not utilize brokered deposits. Deposit account terms vary according to the
minimum balance required, the time periods the funds must remain on deposit and the interest rate, among other factors. In determining the
terms of our deposit accounts, we consider the rates offered by our competition, our liquidity needs, profitability to us, matching deposit and
loan products and customer preferences and concerns. We generally review our deposit mix and pricing weekly. Our current strategy is to offer
competitive rates and to be at the middle end of the market for rates on all types of deposit products depending on our needs for funds and rates
on borrowings.

Borrowed Funds. We may utilize advances from the Federal Home Loan Bank of Boston to supplement our supply of investable funds. The
Federal Home Loan Bank functions as a central reserve bank providing credit for its member financial institutions. As a member, we are
required to own capital stock in the Federal Home Loan Bank and are authorized to apply for advances on the security of such stock and certain
of our whole first mortgage loans and other assets (principally securities which are obligations of, or guaranteed by, the United States), provided
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certain standards related to creditworthiness have been met. Advances are made under several different programs, each having its own interest
rate and range of maturities. Depending on the program, limitations on the amount of advances are based either on a fixed percentage of an
institution�s net worth or on the Federal Home Loan Bank�s assessment of the institution�s creditworthiness.

Securities sold under agreements to repurchase are customer deposits that are invested overnight in mortgage-related securities. The customers,
predominantly commercial customers, set a predetermined balance and deposits in excess of that amount are transferred into the repurchase
account from each customer�s checking account. The next banking day, the funds are recredited to their individual checking account along with
interest earned at market rates. These types of accounts are often referred to as sweep accounts.

Financial Services

We have a partnership with a third-party registered broker-dealer, Linsco/Private Ledger. Through Linsco/Private Ledger, we offer customers a
range of non-deposit investment products, including mutual funds, debt, equity and government securities, retirement accounts, insurance
products and fixed and variable annuities. We receive a portion of the commissions generated by Linsco/Private Ledger from sales to customers.
For the years ended December 31, 2008, 2007 and 2006, we received fees of $396,000, $356,000 and $217,000, respectively, through our
relationship with Linsco/Private Ledger.

Subsidiary Activities

Chicopee Bancorp, Inc. has two wholly-owned subsidiaries: Chicopee Savings Bank and Chicopee Funding Corporation.

Chicopee Funding Corporation. Chicopee Funding Corporation was incorporated in Massachusetts in 2006. Chicopee Funding Corporation
was formed to lend funds of $5.95 million to the Chicopee Savings Bank Employee Stock Ownership Plan Trust, which was used to purchase
8%, or 595,149 shares, of the common stock issued in the Company�s initial public offering.

The following are descriptions of Chicopee Savings Bank�s wholly-owned subsidiaries:

CSB Colts, Inc. CSB Colts, Inc. was formed in 2003 as a Massachusetts corporation to engage in buying, selling and holding securities on its
own behalf. At December 31, 2008, CSB Colts had total assets of $5.2 million consisting primarily of industrial revenue bonds. CSB Colts� net
income for the year ended December 31, 2008 was $237,000. As a Massachusetts securities corporation, the income earned on CSB Colts�
investment securities is subject to a lower state tax rate than that assessed on income earned on investment securities maintained at Chicopee
Savings Bank.

CSB Investment Corp. CSB Investment Corp. was formed in 2003 as a Massachusetts corporation to engage in buying, selling and holding
securities on its own behalf. At December 31, 2008, CSB Investment had total assets of $20.0 million consisting primarily of U.S. Government
and government sponsored enterprise securities, marketable equity securities, and collateralized mortgage obligations. CSB Investment�s net
income for the year ended December 31, 2008 was $415,000. As a Massachusetts securities corporation, the income earned on CSB Investment�s
investment securities is subject to a lower state tax rate than that assessed on income earned on investment securities maintained at Chicopee
Savings Bank.

Cabot Realty L.L.C. Cabot Realty L.L.C. was formed as a Massachusetts limited liability company to hold other real estate owned. Cabot Realty
is currently active and at December 31, 2008, had total assets of $499,000 consisting of cash and cash equivalents of $230,000 and other real
estate owned of $269,000. Cabot Management Corporation, a wholly owned subsidiary of Chicopee Savings Bank, has a 1% membership
interest in, and Chicopee Savings Bank has a 99% membership interest in, Cabot Realty.

Cabot Management Corporation. Cabot Management Corporation was formed in 1979 as a Massachusetts corporation to acquire and manage
interests in real property and to acquire, construct, rehabilitate, lease, finance and dispose of housing facilities. Cabot Management is currently
inactive and at December 31, 2008 had total assets of $17,000.
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Personnel

As of December 31, 2008, we had approximately 129 full-time employees and 8 part-time employees, none of whom is represented by a
collective bargaining unit. We believe we have a good relationship with our employees.

Regulation and Supervision

General

Chicopee Savings Bank is currently a Massachusetts-chartered stock savings bank and is the wholly-owned subsidiary of Chicopee Bancorp, a
Massachusetts corporation and registered bank holding company. Chicopee Savings Bank�s deposits are insured up to applicable limits by the
Federal Deposit Insurance Corporation and by the Depositors Insurance Fund of Massachusetts for amounts in excess of the Federal Deposit
Insurance Corporation insurance limits. Chicopee Savings Bank is subject to extensive regulation by the Massachusetts Commissioner of Banks,
as its chartering agency, and by the Federal Deposit Insurance Corporation, as its deposit insurer. Chicopee Savings Bank is required to file
reports with, and is periodically examined by, the Federal Deposit Insurance Corporation and the Massachusetts Commissioner of Banks
concerning its activities and financial condition and must obtain regulatory approvals prior to entering into certain transactions, including, but
not limited to, mergers with or acquisitions of other financial institutions. This regulation and supervision establishes a comprehensive
framework of activities in which an institution can engage and is intended primarily for the protection of depositors and, for purposes of the
Federal Deposit Insurance Corporation, the protection of the insurance fund. The regulatory structure also gives the regulatory authorities
extensive discretion in connection with their supervisory and enforcement activities and examination policies, including policies with respect to
the classification of assets and the establishment of adequate loan loss reserves for regulatory purposes. Any change in such regulatory
requirements and policies, whether by the Massachusetts legislature, the Massachusetts Commission of Banks, the Federal Deposit Insurance
Corporation or Congress, could have a material adverse impact on the Chicopee Bancorp, Chicopee Savings Bank and their operations.
Chicopee Bancorp is regulated as a bank holding company by the Federal Reserve Board.

Certain regulatory requirements applicable to Chicopee Savings Bank and to Chicopee Bancorp are referred to below or elsewhere herein. The
description of statutory provisions and regulations applicable to savings banks and their holding companies set forth below and elsewhere in this
document does not purport to be a complete description of such statutes and regulations and their effects on Chicopee Savings Bank and
Chicopee Bancorp and is qualified in its entirety by reference to the actual laws and regulations.

Massachusetts Banking Laws and Supervision

General. As a Massachusetts-chartered savings bank, Chicopee Savings Bank is subject to supervision, regulation and examination by the
Massachusetts Commissioner of Banks and to various Massachusetts statutes and regulations which govern, among other things, investment
powers, lending and deposit-taking activities, borrowings, maintenance of surplus and reserve accounts, distribution of earnings and payment of
dividends. In addition, Chicopee Savings Bank is subject to Massachusetts consumer protection and civil rights laws and regulations. The
approval of the Massachusetts Commissioner of Banks or the Board of Bank Incorporation is required for a Massachusetts-chartered bank to
establish or close branches, merge with other financial institutions, organize a holding company, issue stock and undertake certain other
activities.

In response to Massachusetts laws enacted in the last few years, the Massachusetts Commissioner of Banks adopted rules that generally allow
Massachusetts banks to engage in activities permissible for federally chartered banks or banks chartered by another state. The Commissioner
also has adopted procedures reducing regulatory burdens and expense and expediting branching by well-capitalized and well-managed banks.

Dividends. A Massachusetts stock bank may declare from net profits cash dividends not more frequently than quarterly and non-cash dividends
at any time. No dividends may be declared, credited or paid if the bank�s capital stock is impaired. The approval of the Massachusetts
Commissioner of Banks is required if the total of all dividends declared in any calendar year exceeds the total of its net profits for that year
combined with its retained net profits of the preceding two years. Net profits for this purpose means the remainder of all earnings from current
operations plus actual recoveries on loans and investments and other assets after deducting from the total thereof all current operating expenses,
actual losses, accrued dividends on preferred stock, if any, and all federal and state taxes.
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Loans to One Borrower Limitations. Massachusetts banking law grants broad lending authority. However, with certain limited exceptions, total
obligations of one borrower to a bank may not exceed 20.0% of the total of the bank�s capital, which is defined under Massachusetts law as the
sum of the bank�s capital stock, surplus account and undivided profits.

Loans to a Bank�s Insiders. The Massachusetts banking laws prohibit any executive officer, director or trustee from borrowing, otherwise
becoming indebted, or becoming liable for a loan or other extension of credit by such bank to any other person, except for any of the following
loans or extensions of credit: (i) loans or extension of credit, secured or unsecured, to an officer of the bank in an amount not exceeding
$100,000; (ii) loans or extensions of credit intended or secured for educational purposes to an officer of the bank in an amount not exceeding
$200,000; (iii) loans or extensions of credit secured by a mortgage on residential real estate to be occupied in whole or in part by the officer to
whom the loan or extension of credit is made, in an amount not exceeding $750,000; and (iv) loans or extensions of credit to a director or trustee
of the bank who is not also an officer of the bank in an amount permissible under the bank�s loan to one borrower limit.

The loans listed above require approval of the majority of the members of Chicopee Savings Bank�s Board of Directors, excluding any member
involved in the loan or extension of credit. No such loan or extension of credit may be granted with an interest rate or other terms that are
preferential in comparison to loans granted to persons not affiliated with the savings bank.

Investment Activities. In general, Massachusetts-chartered savings banks may invest in preferred and common stock of any corporation
organized under the laws of the United States or any state provided such investments do not involve control of any corporation and do not, in the
aggregate, exceed 4.0% of the bank�s deposits. Massachusetts-chartered savings banks may in addition invest an amount equal to 1.0% of their
deposits in stocks of Massachusetts corporations or companies with substantial employment in Massachusetts which have pledged to the
Massachusetts Commissioner of Banks that such monies will be used for further development within the Commonwealth. However, these
powers are constrained by federal law. See ��Federal Regulations�Investment Activities� for federal restrictions on equity investments.

Regulatory Enforcement Authority. Any Massachusetts bank that does not operate in accordance with the regulations, policies and directives of
the Massachusetts Commissioner of Banks may be subject to sanctions for non-compliance, including seizure of the property and business of the
bank and suspension or revocation of its charter. The Massachusetts Commissioner of Banks may under certain circumstances suspend or
remove officers or directors who have violated the law, conducted the bank�s business in a manner which is unsafe, unsound or contrary to the
depositors interests or been negligent in the performance of their duties. In addition, upon finding that a bank has engaged in an unfair or
deceptive act or practice, the Massachusetts Commissioner of Banks may issue an order to cease and desist and impose a fine on the bank
concerned. Finally, Massachusetts consumer protection and civil rights statutes applicable to Chicopee Savings Bank permit private individual
and class action law suits and provide for the rescission of consumer transactions, including loans, and the recovery of statutory and punitive
damage and attorney�s fees in the case of certain violations of those statutes.

Depositors Insurance Fund. All Massachusetts-chartered savings banks are required to be members of the Depositors Insurance Fund, a
corporation that insures savings bank deposits in excess of federal deposit insurance coverage. The Depositors Insurance Fund is authorized to
charge savings banks an annual assessment of up to  1/50th of 1.0% of a savings bank�s deposit balances in excess of amounts insured by the
Federal Deposit Insurance Corporation.

Massachusetts has other statutes or regulations that are similar to the federal provisions discussed below.

Federal Regulations

Capital Requirements Under Federal Deposit Insurance Corporation�s regulations, federally insured state-chartered banks that are not members
of the Federal Reserve System (�state non-member banks�), such as Chicopee Savings Bank, are required to comply with minimum leverage
capital requirements. For an institution determined by the Federal Deposit Insurance Corporation to not be anticipating or experiencing
significant growth and to be, in general, a strong banking organization rated composite 1 under Uniform Financial Institutions Ranking System
established by the Federal Financial Institutions Examination Council, the minimum capital leverage requirement is a ratio of Tier 1 capital to
total assets of 3.0%. For all other institutions, the minimum leverage capital ratio is not less than 4.0%. Tier 1 capital is the sum of common
stockholder�s equity, noncumulative perpetual preferred stock (including any related surplus) and minority investments in certain subsidiaries,
less intangible assets (except for certain servicing rights and credit card relationships) and certain other specified items.
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The Federal Deposit Insurance Corporation regulations require state non-member banks to maintain certain levels of regulatory capital in
relation to regulatory risk-weighted assets. The ratio of regulatory capital to regulatory risk-weighted assets is referred to as a bank�s �risk-based
capital ratio.� Risk-based capital ratios are determined by allocating assets and specified off-balance sheet items (including recourse obligations,
direct credit substitutes and residual interests) to four risk-weighted categories ranging from 0.0% to 100.0%, with higher levels of capital being
required for the categories perceived as representing greater risk. For example, under the Federal Deposit Insurance Corporation�s risk-weighting
system, cash and securities backed by the full faith and credit of the U.S. government are given a 0.0% risk weight, loans secured by one- to
four-family residential properties generally have a 50.0% risk weight, and commercial loans have a risk weighting of 100.0%.

State non-member banks must maintain a minimum ratio of total capital to risk-weighted assets of at least 8.0%, of which at least one-half must
be Tier 1 capital. Total capital consists of Tier 1 capital plus Tier 2 or supplementary capital items, which include allowances for loan losses in
an amount of up to 1.25% of risk-weighted assets, cumulative preferred stock and certain other capital instruments, and a portion of the net
unrealized gain on equity securities. The includable amount of Tier 2 capital cannot exceed the amount of the institution�s Tier 1 capital. Banks
that engage in specified levels of trading activities are subject to adjustments in their risk based capital calculation to ensure the maintenance of
sufficient capital to support market risk.

The Federal Deposit Insurance Corporation Improvement Act required each federal banking agency to revise its risk-based capital standards for
insured institutions to ensure that those standards take adequate account of interest-rate risk, concentration of credit risk, and the risk of
nontraditional activities, as well as to reflect the actual performance and expected risk of loss on multi-family residential loans. The Federal
Deposit Insurance Corporation, along with the other federal banking agencies, has adopted a regulation providing that the agencies will take into
account the exposure of a bank�s capital and economic value to changes in interest rate risk in assessing a bank�s capital adequacy. The Federal
Deposit Insurance Corporation also has authority to establish individual minimum capital requirements in appropriate cases upon determination
that an institution�s capital level is, or is likely to become, inadequate in light of the particular circumstances.

U.S. Treasury�s TARP Capital Purchase Program. On October 3, 2008, Congress passed the Emergency Economic Stabilization Act of 2008,
which provides the United States Secretary of the Treasury with broad authority to implement certain actions to help restore stability and
liquidity to U.S. markets. One of the provisions resulting from the Act is the Treasury Capital Purchase Program (�CPP�), which provides direct
equity investment in perpetual preferred stock (or, in the case of S-Corporations, investment in debt securities) by the Treasury in qualified
financial institutions. The program is voluntary and requires an institution to comply with a number of restrictions and provisions, including
limits on executive compensation, stock redemptions and declaration of dividends. The CPP provides for a minimum investment of 1 percent of
Total Risk-Weighted Assets, with a maximum investment equal to the lesser of 3 percent of Total Risk-Weighted Assets or $25 billion.
Participation in the program is not automatic and is subject to approval by the Treasury. Chicopee Savings Bank has elected not to participate in
the CPP.

Standards for Safety and Soundness As required by statute, the federal banking agencies adopted final regulations and Interagency Guidelines
Establishing Standards for Safety and Soundness to implement safety and soundness standards. The guidelines set forth the safety and soundness
standards that the federal banking agencies use to identify and address problems at insured depository institutions before capital becomes
impaired. The guidelines address internal controls and information systems, internal audit system, credit underwriting, loan documentation,
interest rate exposure, asset growth, asset quality, earnings and compensation, fees and benefits. Most recently, the agencies have established
standards for safeguarding customer information. If the appropriate federal banking agency determines that an institution fails to meet any
standard prescribed by the guidelines, the agency may require the institution to submit to the agency an acceptable plan to achieve compliance
with the standard.

Investment Activities

Since the enactment of Federal Deposit Insurance Corporation Improvement Act, all state-chartered Federal Deposit Insurance
Corporation-insured banks, including savings banks, have generally been limited in their investment activities to principal and equity
investments of the type and in the amount authorized for national banks, notwithstanding state law. The Federal Deposit Insurance Corporation
Improvement Act and the Federal Deposit Insurance Corporation regulations permit exceptions to these limitations. For example, state chartered
banks may, with Federal Deposit Insurance Corporation approval, continue to exercise state authority to invest in common or preferred stocks
listed on a national securities exchange or the Nasdaq Global Market and in the shares of an investment company registered under the
Investment Company Act of 1940, as amended. The maximum permissible
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investment is 100.0% of Tier 1 Capital, as specified by the Federal Deposit Insurance Corporation�s regulations, or the maximum amount
permitted by Massachusetts law, whichever is less. Chicopee Savings Bank received approval from the Federal Deposit Insurance Corporation to
retain and acquire such equity instruments equal to the lesser of 100% of Chicopee Savings Banks� Tier 1 capital or the maximum permissible
amount specified by Massachusetts law. Any such grandfathered authority may be terminated upon the Federal Deposit Insurance Corporation�s
determination that such investments pose a safety and soundness risk or upon the occurrence of certain events such as the savings bank�s
conversion to a different charter. In addition, the Federal Deposit Insurance Corporation is authorized to permit such institutions to engage in
state authorized activities or investments not permissible for national banks (other than non-subsidiary equity investments) if they meet all
applicable capital requirements and it is determined that such activities or investments do not pose a significant risk to the Bank Insurance Fund.
The Federal Deposit Insurance Corporation has adopted regulations governing the procedures for institutions seeking approval to engage in such
activities or investments. The Gramm-Leach-Bliley Act of 1999 specifies that a non-member bank may control a subsidiary that engages in
activities as principal that would only be permitted for a national bank to conduct in a �financial subsidiary� if a bank meets specified conditions
and deducts its investment in the subsidiary for regulatory capital purposes.

Prompt Corrective Regulatory Action

Federal law requires, among other things, that federal bank regulatory authorities take �prompt corrective action� with respect to banks that do not
meet minimum capital requirements. For these purposes, the law establishes five capital categories: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized and critically undercapitalized.

The Federal Deposit Insurance Corporation has adopted regulations to implement the prompt corrective action legislation. An institution is
deemed to be �well capitalized� if it has a total risk-based capital ratio of 10.0% or greater, a Tier 1 risk-based capital ratio of 6.0% or greater and
a leverage ratio of 5.0% or greater. An institution is �adequately capitalized� if it has a total risk-based capital ratio of 8.0% or greater, a Tier 1
risk-based capital ratio of 4.0% or greater, and generally a leverage ratio of 4.0% or greater. An institution is �undercapitalized� if it has a total
risk-based capital ratio of less than 8.0%, a Tier 1 risk-based capital ratio of less than 4.0%, or generally a leverage ratio of less than 4.0%. An
institution is deemed to be �significantly undercapitalized� if it has a total risk-based capital ratio of less than 6.0%, a Tier 1 risk-based capital ratio
of less than 3.0%, or a leverage ratio of less than 3.0%. An institution is considered to be �critically undercapitalized� if it has a ratio of tangible
equity (as defined in the regulations) to total assets that is equal to or less than 2.0%.

�Undercapitalized� banks must adhere to growth, capital distribution (including dividend) and other limitations and are required to submit a capital
restoration plan. A bank�s compliance with such a plan is required to be guaranteed by any company that controls the undercapitalized institution
in an amount equal to the lesser of 5.0% of the institution�s total assets when deemed undercapitalized or the amount necessary to achieve the
status of adequately capitalized. If an �undercapitalized� bank fails to submit an acceptable plan, it is treated as if it is �significantly
undercapitalized.� �Significantly undercapitalized� banks must comply with one or more of a number of additional restrictions, including but not
limited to an order by the Federal Deposit Insurance Corporation to sell sufficient voting stock to become adequately capitalized, requirements
to reduce total assets, cease receipt of deposits from correspondent banks or dismiss directors or officers, and restrictions on interest rates paid
on deposits, compensation of executive officers and capital distributions by the parent holding company. �Critically undercapitalized� institutions
are subject to additional measures including, subject to a narrow exception, the appointment of a receiver or conservator within 270 days after it
obtains such status.

Transactions with Affiliates

Transactions between banks and their related parties or affiliates are limited by Sections 23A and 23B of the Federal Reserve Act. An affiliate of
a bank is any company or entity that controls, is controlled by or is under common control with the bank. In a holding company context, the
parent bank holding company and any companies which are controlled by such parent holding company are affiliates of the bank. Generally,
Sections 23A and 23B of the Federal Reserve Act and Regulation W (i) limit the extent to which the bank or its subsidiaries may engage in
�covered transactions� with any one affiliate to an amount equal to 10.0% of such institution�s capital stock and surplus, and contain an aggregate
limit on all such transactions with all affiliates to an amount equal to 20.0% of such institution�s capital stock and surplus and (ii) require that all
such transactions be on terms substantially the same, or at least as favorable, to the institution or subsidiary as those provided to non-affiliates.
The term �covered transaction� includes the making of loans, purchase of assets, issuance of a guarantee and other similar transactions. In
addition, loans or other extensions of credit by the financial institution to the affiliate are required to be collateralized in accordance with the
requirements set forth in Section 23A of the Federal Reserve Act.
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The Sarbanes-Oxley Act of 2002 generally prohibits loans by a company to its executive officers and directors. However, the law contains a
specific exception for loans by a depository institution to its executive officers and directors in compliance with federal banking laws assuming
such loans are also permitted under the law of the institution�s chartering state. Under such laws, the Bank�s authority to extend credit to executive
officers, directors and 10% shareholders (�insiders�), as well as entities such person�s control, is limited. The law limits both the individual and
aggregate amount of loans the Bank may make to insiders based, in part, on the Bank�s capital position and requires certain board approval
procedures to be followed. Such loans are required to be made on terms substantially the same as those offered to unaffiliated individuals and
not involve more than the normal risk of repayment. There is an exception for loans made pursuant to a benefit or compensation program that is
widely available to all employees of the institution and does not give preference to insiders over other employees. Loans to executive officers are
further limited by specific categories.

Enforcement

The Federal Deposit Insurance Corporation has extensive enforcement authority over insured state savings banks, including Chicopee Savings
Bank. This enforcement authority includes, among other things, the ability to assess civil money penalties, issue cease and desist orders and
remove directors and officers. In general, these enforcement actions may be initiated in response to violations of laws and regulations and unsafe
or unsound practices. The Federal Deposit Insurance Corporation has authority under federal law to appoint a conservator or receiver for an
insured bank under limited circumstances. The Federal Deposit Insurance Corporation is required, with certain exceptions, to appoint a receiver
or conservator for an insured state non-member bank if that bank was �critically undercapitalized� on average during the calendar quarter
beginning 270 days after the date on which the institution became �critically undercapitalized.� The Federal Deposit Insurance Corporation may
also appoint itself as conservator or receiver for an insured state non-member institution under specific circumstances on the basis of the
institution�s financial condition or upon the occurrence of other events, including: (1) insolvency; (2) substantial dissipation of assets or earnings
through violations of law or unsafe or unsound practices; (3) existence of an unsafe or unsound condition to transact business; and
(4) insufficient capital, or the incurring of losses that will deplete substantially all of the institution�s capital with no reasonable prospect of
replenishment without federal assistance.

Insurance of Deposit Accounts

Deposit Insurance Fund. Chicopee Savings Bank is a member of the Deposit Insurance Fund, which is administered by the Federal Deposit
Insurance Corporation (�FDIC�). Deposit accounts in Chicopee Savings Bank are insured by the FDIC, generally up to a maximum of $100,000
per separately insured depositor and up to a maximum of $250,000 for self-directed retirement accounts. However, the Emergency Economic
Stabilization Act of 2008 increased the deposit insurance available on all deposit accounts to $250,000, effective until December 31, 2009. In
addition, as a Massachusetts-chartered savings bank, Chicopee Savings Bank is required to be member of the Massachusetts Depositors
Insurance Fund, a corporation that insures savings bank deposits in excess of federal deposit insurance coverage.

The FDIC imposes an assessment against financial institutions for deposit insurance. This assessment is based on the risk category of the
institution and currently ranges from 5 to 43 basis points of the institution�s deposits. Federal law requires that the designated reserve ratio for the
deposit insurance fund be established by the FDIC at 1.15% to 1.50% of estimated insured deposits. If this reserve ratio drops below 1.15% or
the FDIC expects that it will do so within six months, the FDIC must, within 90 days, establish and implement a plan to restore the designated
reserve ratio to 1.15% of estimated insured deposits within five years (absent extraordinary circumstances).

Recent bank failures coupled with deteriorating economic conditions have significantly reduced the deposit insurance fund�s reserve ratio. As of
June 30, 2008, the designated reserve ratio was 1.01% of estimated insured deposits at March 31, 2008. As a result of this reduced reserve ratio,
on October 16, 2008, the FDIC published a proposed rule that would restore the reserve ratio to its required level of 1.15 percent within five
years. On February 27, 2009, the FDIC took action to extend the restoration plan horizon to seven years.

The amended restoration plan was accompanied by a final rule that sets assessment rates and makes adjustments that improve how the
assessment system differentiates for risk. Currently, most banks are in the best risk category and pay anywhere from 12 to 14 cents per $100 of
deposits for insurance. Under the final rule, banks in this category will pay initial base rates ranging from 12 to 16 cents per $100 on an annual
basis, beginning on April 1, 2009.

The FDIC also adopted an interim rule imposing an emergency special assessment of 20 basis points on the industry on June 30, 2009. The
assessment is to be collected on September 30, 2009. The cost of this special assessment is anticipated to be up to approximately $640,000. The
interim rule would also permit the FDIC to impose an emergency special assessment after June 30, 2009, of up to 10 basis points if necessary to
maintain public confidence in federal deposit insurance. While the interim rule imposing the special assessment is final, the FDIC has indicated
a willingness to decrease the special assessment under certain circumstances concerning the overall financial health of the insurance fund. No
determination has been made to date to decrease the amount of the special assessment.
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The Emergency Economic Stabilization Act of 2008 (�EESA�), temporarily raises the basic limit on federal deposit insurance coverage from
$100,000 to $250,000 per depositor until December 31, 2009. Additionally, the FDIC has implemented a temporary program to provide deposit
insurance for the full amount of most non-interest bearing transaction accounts through December 31, 2009. The FDIC implemented the
Temporary Liquidity Guarantee Program (�TLG Program�) on November 21, 2008. The TLG Program guarantees newly issued senior secured
debt of banks, thrifts and certain holding companies. Although the Company had no outstanding debt guaranteed under the TLG program at
December 31, 2008, the Company is eligible to issue guaranteed debt under the TLG program.

Insurance of deposits may be terminated by the FDIC upon a finding that an institution has engaged in unsafe or unsound practices, is in an
unsafe or unsound condition to continue operations or has violated any applicable law, regulation, rule, order or condition imposed by the FDIC.
We do not know of any practice, condition or violation that might lead to termination of Chicopee Savings Bank�s deposit insurance.

In addition to the FDIC assessments, the Financing Corporation (�FICO�) is authorized to impose and collect, with the approval of the FDIC,
assessments for anticipated payments, issuance costs and custodial fees on bonds issued by the FICO in the 1980s to recapitalize the former
Federal Savings and Loan Insurance Corporation. The bonds issued by the FICO are due to mature in 2017 through 2019. For the quarter ended
December 31, 2008, the annualized FICO assessment was equal to 1.10 basis points for each $100 in domestic deposits maintained at an
institution.

FDIC Temporary Liquidity Guarantee Program. On October 14, 2008, the FDIC announced a new program � the Temporary Liquidity
Guarantee Program (�TLGP�). This program has two components. One guarantees newly issued senior unsecured debt of the participating
organizations, up to certain limits established for each institution, issued between October 14, 2008 and June 30, 2009. On February 10, 2009,
the FDIC stated that the June 30, 2009 deadline for issuing guaranteed debt would be extended to October 31, 2009, for an additional premium.
The FDIC will pay the unpaid principal and interest on an FDIC-guaranteed debt instrument upon the uncured failure of the participating entity
to make a timely payment of principal or interest in accordance with the terms of the instrument. The guarantee will remain in effect until
June 30, 2012. In return for the FDIC�s guarantee, participating institutions will pay the FDIC a fee based on the amount and maturity of the debt.
Chicopee Savings Bank has opted not to participate in this component of the TLGP.

The other component of the program provides full FDIC insurance coverage for non-interest bearing transaction deposit accounts, regardless of
dollar amount, until December 31, 2009. An annualized 10 basis point assessment on balances in noninterest-bearing transaction accounts that
exceed the existing deposit insurance limit of $250,000 will be assessed on a quarterly basis to insured depository institutions that have not opted
out of this component of the TLGP. Because Chicopee Savings Bank�s deposits in excess of FDIC limits are already insured under the
Massachusetts Depositors Insurance Fund, Chicopee Savings Bank has opted not to participate in this component of the TLGP.

Privacy Regulations

Pursuant to the Gramm-Leach-Bliley Act, the Federal Deposit Insurance Corporation has published final regulations implementing the privacy
protection provisions of the Gramm-Leach-Bliley Act. The regulations generally require that Chicopee Savings Bank disclose its privacy policy,
including identifying with whom it shares a customer�s �non-public personal information,� to customers at the time of establishing the customer
relationship and annually thereafter. In addition, Chicopee Savings Bank is required to provide its customers with the ability to �opt-out� of having
their personal information shared with unaffiliated third parties and not to disclose account numbers or access codes to non-affiliated third
parties for marketing purposes. Chicopee Savings Bank currently has a privacy protection policy in place and believes that such policy is in
compliance with the regulations.

Community Reinvestment Act

Under the Community Reinvestment Act, or CRA, as amended and as implemented by Federal Deposit Insurance Corporation regulations, a
bank has a continuing and affirmative obligation, consistent with its safe and sound operation, to help meet the credit needs of its entire
community, including low and moderate income neighborhoods. The CRA does not establish specific lending requirements or programs for
financial institutions nor does it limit an institution�s discretion to develop the types of products and services that it believes are best suited to its
particular community, consistent with the CRA. The CRA does require the Federal Deposit Insurance
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Corporation, in connection with its examination of a bank, to assess the institution�s record of meeting the credit needs of its community and to
take such record into account in its evaluation of certain applications by such institution, including applications to acquire branches and other
financial institutions. The CRA requires the Federal Deposit Insurance Corporation to provide a written evaluation of an institution�s CRA
performance utilizing a four-tiered descriptive rating system. Chicopee Savings Bank�s latest Federal Deposit Insurance Corporation CRA rating
was �Satisfactory.�

Massachusetts has its own statutory counterpart to the CRA which is also applicable to Chicopee Savings Bank. The Massachusetts version is
generally similar to the CRA but utilizes a five-tiered descriptive rating system. Massachusetts law requires the Massachusetts Commissioner of
Banks to consider, but not be limited to, a bank�s record of performance under Massachusetts law in considering any application by the bank to
establish a branch or other deposit-taking facility, to relocate an office or to merge or consolidate with or acquire the assets and assume the
liabilities of any other banking institution. Chicopee Savings Bank�s most recent rating under Massachusetts law was �Satisfactory.�

Federal Reserve System

The Federal Reserve Board regulations require savings institutions to maintain non-interest earning reserves against their transaction accounts
(primarily Negotiable Order of Withdrawal (NOW) and regular checking accounts). The regulations generally provide that reserves be
maintained against aggregate transaction accounts as follows: a 3% reserve ratio is assessed on net transaction accounts up to and including
$44.4 million; a 10% reserve ratio is applied above $44.4 million. The first $10.3 million of otherwise reservable balances are exempted from
the reserve requirements. The amounts are adjusted annually. Chicopee Savings Bank complies with the foregoing requirements.

Federal Home Loan Bank System

Chicopee Savings Bank is a member of the Federal Home Loan Bank System, which consists of 12 regional Federal Home Loan Banks as of
July 31, 2008. The Federal Home Loan Bank provides a central credit facility primarily for member institutions. The Bank, as a member of the
Federal Home Loan Bank, is required to acquire and hold shares of capital stock in that Federal Home Loan Bank. The Bank was in compliance
with this requirement with an investment in Federal Home Loan Bank stock at December 31, 2008 of $4.3 million.

The Federal Home Loan Banks are required to provide funds for the resolution of insolvent thrifts in the late 1980s and to contribute funds for
affordable housing programs. These requirements could reduce the amount of dividends that the Federal Home Loan Banks pay to their
members and could also result in the Federal Home Loan Banks imposing a higher rate of interest on advances to their members. If dividends
were reduced, or interest on future Federal Home Loan Bank advances increased, the Bank�s net interest income would likely also be reduced.

Holding Company Regulation

Chicopee Bancorp is subject to examination, regulation, and periodic reporting under the Bank Holding Company Act of 1956, as amended, as
administered by the Federal Reserve Board. Chicopee Bancorp is required to obtain the prior approval of the Federal Reserve Board to acquire
all, or substantially all, of the assets of any bank or bank holding company. Prior Federal Reserve Board approval would be required for
Chicopee Bancorp to acquire direct or indirect ownership or control of any voting securities of any bank or bank holding company if, after such
acquisition, it would, directly or indirectly, own or control more than 5% of any class of voting shares of the bank or bank holding company. In
addition to the approval of the Federal Reserve Board, before any bank acquisition can be completed, prior approval may also be required to be
obtained from other agencies having supervisory jurisdiction over the bank to be acquired.

A bank holding company is generally prohibited from engaging in, or acquiring, direct or indirect control of more than 5% of the voting
securities of any company engaged in non-banking activities. One of the principal exceptions to this prohibition is for activities found by the
Federal Reserve Board to be so closely related to banking or managing or controlling banks as to be a proper incident thereto. Some of the
principal activities that the Federal Reserve Board has determined by regulation to be so closely related to banking are: (i) making or servicing
loans; (ii) performing certain data processing services; (iii) providing discount brokerage services; (iv) acting as fiduciary, investment or
financial advisor; (v) leasing personal or real property; (vi) making investments in corporations or projects designed primarily to promote
community welfare; and (vii) acquiring a savings and loan association.

The Gramm-Leach-Bliley Act of 1999 authorizes a bank holding company that meets specified conditions, including being �well capitalized� and
�well managed,� to opt to become a �financial holding company� and thereby engage in a broader array of financial activities than previously
permitted. Such activities can include insurance underwriting and investment banking.
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Chicopee Bancorp is subject to the Federal Reserve Board�s capital adequacy guidelines for bank holding companies (on a consolidated basis)
substantially similar to those of the Federal Deposit Insurance Corporation for Chicopee Savings Bank.

A bank holding company is generally required to give the Federal Reserve Board prior written notice of any purchase or redemption of then
outstanding equity securities if the gross consideration for the purchase or redemption, when combined with the net consideration paid for all
such purchases or redemptions during the preceding 12 months, is equal to 10% or more of the company�s consolidated net worth. The Federal
Reserve Board may disapprove such a purchase or redemption if it determines that the proposal would constitute an unsafe and unsound
practice, or would violate any law, regulation, Federal Reserve Board order or directive, or any condition imposed by, or written agreement with,
the Federal Reserve Board. The Federal Reserve Board has adopted an exception to this approval requirement for well-capitalized bank holding
companies that meet certain other conditions.

The Federal Reserve Board has issued a policy statement regarding the payment of dividends by bank holding companies. In general, the Federal
Reserve Board�s policies provide that dividends should be paid only out of current earnings and only if the prospective rate of earnings retention
by the bank holding company appears consistent with the organization�s capital needs, asset quality and overall financial condition. The Federal
Reserve Board�s policies also require that a bank holding company serve as a source of financial strength to its subsidiary banks by standing
ready to use available resources to provide adequate capital funds to those banks during periods of financial stress or adversity and by
maintaining the financial flexibility and capital-raising capacity to obtain additional resources for assisting its subsidiary banks where necessary.
Under the prompt corrective action laws, the ability of a bank holding company to pay dividends may be restricted if a subsidiary bank becomes
undercapitalized. These regulatory policies could affect the ability of Chicopee Bancorp to pay dividends or otherwise engage in capital
distributions.

Under the Federal Deposit Insurance Act, depository institutions are liable to the Federal Deposit Insurance Corporation for losses suffered or
anticipated by the Federal Deposit Insurance Corporation in connection with the default of a commonly controlled depository institution or any
assistance provided by the Federal Deposit Insurance Corporation to such an institution in danger of default. This law would have potential
applicability if Chicopee Bancorp ever held as a separate subsidiary a depository institution in addition to Chicopee Savings Bank.

Chicopee Bancorp and Chicopee Savings Bank will be affected by the monetary and fiscal policies of various agencies of the United States
Government, including the Federal Reserve System. In view of changing conditions in the national economy and in the money markets, it is
impossible for management to accurately predict future changes in monetary policy or the effect of such changes on the business or financial
condition of Chicopee Bancorp or Chicopee Savings Bank.

The status of Chicopee Bancorp as a registered bank holding company under the Bank Holding Company Act will not exempt it from certain
federal and state laws and regulations applicable to corporations generally, including, without limitation, certain provisions of the federal
securities laws.

Massachusetts Holding Company Regulation. Under the Massachusetts banking laws, a company owning or controlling two or more banking
institutions, including a savings bank, is regulated as a bank holding company. The term �company� is defined by the Massachusetts banking laws
similarly to the definition of �company� under the Bank Holding Company Act. Each Massachusetts bank holding company: (i) must obtain the
approval of the Massachusetts Board of Bank Incorporation before engaging in certain transactions, such as the acquisition of more than 5% of
the voting stock of another banking institution; (ii) must register, and file reports, with the Division; and (iii) is subject to examination by the
Division. Chicopee Bancorp would become a Massachusetts bank holding company if it acquires a second banking institution and holds and
operates it separately from Chicopee Savings Bank.

Federal Securities Laws. Our common stock is registered with the Securities and Exchange Commission under Section 12(b) of the Securities
Exchange Act of 1934, as amended. We are subject to information, proxy solicitation, insider trading restrictions, and other requirements under
the Exchange Act.
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