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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended September 30, 2007

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission File Number: 000-51996
CHICOPEE BANCORP, INC.
(Exact name of registrant as specified in its charter)
Massachusetts 20-4840562
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
70 Center Street, Chicopee, Massachusetts 01013
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(Address of principal executive offices) (Zip Code)
(413) 594-6692

(Registrant s telephone number, including area code)
Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

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 whether the registrant is an accelerated filer. (See definition of accelerated filer and large accelerated filer in Rule 12b-2
of the Exchange Act).

Large accelerated filer © Accelerated filer © Non-accelerated filer x
Indicate be check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

As of October 31, 2007, there were 7,439,368 shares of the Registrant s Common Stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited)
CHICOPEE BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Dollars In Thousands)
September 30,
2007
(Unaudited)

Assets
Cash and due from banks $ 7,986
Short-term investments 3,058
Federal funds sold 8,647
Total cash and cash equivalents 19,691
Securities available-for-sale, at fair value 8,328
Securities held-to-maturity, at cost (fair value $35,629 and $37,099 at September 30, 2007 and
December 31, 2006, respectively) 35,890
Federal Home Loan Bank stock, at cost 1,583
Loans, net of allowance for loan losses ($3,079 at September 30, 2007 and $2,908 at December 31, 2006) 375,137
Cash surrender value of life insurance 11,556
Premises and equipment, net 6,819
Accrued interest and dividend receivable 2,088
Deferred income tax asset 1,596
Other assets 951
Total assets $ 463,639
Liabilities and Stockholders Equity
Deposits
Non-interest-bearing $ 29,409
Interest-bearing 294,693
Total deposits 324,102
Securities sold under agreements to repurchase 17,937
Advances from Federal Home Loan Bank 13,446
Mortgagors escrow accounts 1,405
Accrued expenses and other liabilities 936
Total liabilities 357,826
Stockholders equity
Common stock (no par value, 20,000,000 shares authorized, 7,439,368 shares issued at September 30,
2007 and December 31, 2006) 72,479
Treasury stock, at cost (25,000 shares at September 30, 2007 and no shares at December 31, 2006) (347)
Additional paid-in-capital 401
Unearned compensation (restricted stock awards) (4,152)
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December 31,
2006

$ 8,816
1,132
1,580

11,528
7,861

37,411
1,574
368,968
11,200
7,003
1,901
1,538
1,061

$ 450,045

$ 29,088
282,483

311,571

12,712
15,256
997
1,063

341,599

72,479
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Unearned compensation (Employee Stock Ownership Plan) (5,431) (5,654)
Retained earnings 42,310 40,817
Accumulated other comprehensive income 553 660
Total stockholders equity 105,813 108,446
Total liabilities and stockholders equity $ 463,639 $ 450,045

See accompanying notes to unaudited consolidated financial statements.
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CHICOPEE BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(In Thousands, Except for Number of Shares and Per Share Amounts)

Interest and dividend income:
Loans, including fees

Interest and dividends on securities
Other interest-earning assets

Total interest and dividend income

Interest expense:
Deposits

(Unaudited)

Securities sold under agreements to repurchase

Other borrowed funds
Total interest expense

Net interest income
Provision for loan losses

Net interest income, after provision for loan losses

Non-interest income:

Service charges, fees and commissions

Loan sales and servicing, net of amortization
Net gain on sales of securities available-for-sale

Total non-interest income

Non-interest expenses:

Salaries and employee benefits
Occupancy expenses

Furniture and equipment

Data processing

Stationery, supplies and postage
Charitable foundation contributions
Other non-interest expense

Total non-interest expenses

Income (loss) before income taxes
Income tax expense (benefit)

Net income (loss)
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$

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
5,926 $ 5,130 $ 17,542 $ 14,706
500 536 1,475 1,281
126 296 532 539
6,552 5,962 19,549 16,526
2,778 2,033 8,130 5,499
93 86 242 196
139 165 430 877
3,010 2,284 8,802 6,572
3,542 3,678 10,747 9,954
75 214 335
3,542 3,603 10,533 9,619
446 365 1,378 1,146
2) 2 4) 119
126 13 714 31
570 380 2,088 1,296
2,250 1,757 6,044 4,985
227 266 177 807
241 231 707 672
189 184 553 527
78 75 256 236
5,511 5,511
679 647 2,078 1,818
3,664 8,671 10,415 14,556
448 (4,688) 2,206 (3,641)
100 (1,057) 713 (737)
348 ($ 3,631) $ 1,493 ($ 2,904)
6



Earnings per share:
Basic
Diluted

Edgar Filing

Adjusted weighted average shares outstanding:

Basic
Diluted
NA- Not Applicable

: CHICOPEE BANCORP, INC. - Form 10-Q

$ 0.05 NA
$ 0.05 NA
6,573,685 NA
6,577,656 NA

See accompanying notes to unaudited consolidated financial statements.
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0.23
0.23

6,575,486
6,580,718

NA
NA

NA
NA
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CHICOPEE BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

Nine Months Ended September 30, 2007 and 2006

(Dollars In Thousands)
(Unaudited)
Unearned
Compensation Accumulated
Additional (restricted Unearned Other
Common Treasury Paid-in stock Compensation Retained Comprehensive
Stock Stock Capital awards) (ESOP) Earnings Income Total
Balance at December 31, 2006 $72479 $ $ 144 $ $ (5,654 $40,817 $ 660 $108,446
Comprehensive income:
Net income 1,493 1,493
Change in net unrealized gain on
securities available-for-sale, net of
tax 107) 107)
Total comprehensive income 1,386

Purchase of common stock for
funding of restricted stock awards (4,365) (4,365)
Treasury stock purchased (25,000

shares) (347) (347)
Change in unearned compensation 257 213 223 693
Balance at September 30, 2007 $72479 $ (B47) $ 401 $ (4,152) $ (5.431) $42310 $ 553  $105,813
Balance at December 31, 2005 $ $ $ $ $ $43351 % 90 $ 43,441
Comprehensive loss:

Net loss (2,904) (2,904)
Change in net unrealized gain on

securities available-for-sale, net of

tax 256 256
Total comprehensive loss (2,648)
Issuance of common stock for initial

public offering net of expenses of

$1,900 66,968 66,968
Issuance of common stock to

Chicopee Savings Bank

Charitable Foundation 5,511 5,511
Stock purchased for ESOP (5,951) (5,951)
Change in unearned compensation 68 148 216
Balance at September 30, 2006 $72479 $ $ 68 $ $ (5,803) $40447 $ 346  $107,537
Table of Contents 8
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See accompanying notes to unaudited consolidated financial statements.
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CHICOPEE BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided (used) by operating activities:
Depreciation and amortization

Provision for impairment loss in investments
Provision for loan losses

Increase in cash surrender value of life insurance
Realized gains on investment securities, net

Realized losses on disposal of property and equipment
Net gains on sales of loans and other real estate owned
Deferred income taxes

Decrease in other assets

Increase in accrued interest receivable

Decrease in other liabilities

Change in unearned compensation

Net cash provided (used) by operating activities

Cash flows from investing activities:

Additions to premises and equipment

Loan originations and principal collections, net
Proceeds from sales of securities available-for-sale
Purchases of securities available-for-sale
Purchases of securities held-to-maturity
Maturities of securities held-to-maturity

Net cash used by investing activities

Cash flows from financing activities:

Net increase in deposits

Net increase (decrease) in securities sold under agreements to repurchase
Payments on long-term FHLB advances

Net decrease in other short-term borrowings

Issuance of common stock for the initial public offering, net of expenses
Stock purchased for ESOP

Stock purchased for treasury

Stock purchased for restricted stock awards

Net decrease in escrow funds held

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
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Nine Months Ended September 30,

2007

$ 1,493
589

214
(356)
(714)

4

113
(188)
(126)

693

1,722

(374)
(6,383)
4,094
(4,021)
(65,588)
67,073

(5,199)

12,530
5,25
(1,811)

(347)
(4,365)
408

11,640

8,163
11,528

($

2006
(In thousands)

2,904)

542

50

335
(297)
31

(14)
(1,274)
377
(391)
(651)
216

(4,042)

(600)
(27,035)
5,304
(6,192)
(54,210)
50,964

(31,769)

7,035
(3,039)
(2,910)

(10,520)
72,479
(5,951)

376
57,470

21,659
17,586

10
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Cash and cash equivalents at end of period

Supplemental cash flow information:

Interest paid on deposits

Interest paid on borrowings

Income taxes paid

See accompanying notes to unaudited consolidated financial statements.
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$ 19,691
$ 8,130
672
815

$

$

39,245

5,499
1,073
857
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CHICOPEE BANCORP, INC. AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements
At and for the Nine Months Ended September 30, 2007
1. Basis of Presentation

Chicopee Bancorp, Inc. (the Corporation ) has no significant assets other than all of the outstanding shares of its wholly-owned subsidiaries,
Chicopee Savings Bank (the Bank ) and Chicopee Funding Corporation (collectively, the Company ). The Corporation was formed on March 14,
2006 by the 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. The conversion of the Bank was completed on July 19, 2006. The accounts of the Bank include both of its wholly-owned

subsidiaries. The Consolidated Financial Statements of the Company as of September 30, 2007 and for the periods ended September 30, 2007

and 2006 included herein are unaudited. In the opinion of management, all adjustments, consisting only of normal recurring adjustments

necessary for a fair presentation of the financial condition, results of operations, changes in stockholders equity and cash flows, as of and for the
periods covered herein, have been made. These financial statements should be read in conjunction with the consolidated financial statements and
footnotes thereto for the year ended December 31, 2006 included in the Company s Annual Report on Form 10-K.

The results for the three and nine months interim periods covered hereby are not necessarily indicative of the operating results for a full year.
2. Earnings Per Share

Basic earnings per share represents income available to common stockholders divided by the adjusted weighted-average number of common
shares outstanding during the period. The adjusted outstanding common shares equals the gross number of common shares issued less treasury
shares, unallocated shares of the Chicopee Savings Bank Employee Stock Ownership Plan ( ESOP ) and nonvested restricted stock awards under
the 2007 Equity Incentive Plan. Diluted earnings per share reflects additional common shares that would have been outstanding if dilutive
potential common shares had been issued. Potential common shares to be issued include any shares in a stock-based compensation plan.

As of June 30, 2007, the Company had an approved stock-based compensation plan which had no options outstanding. On July 26, 2007, the
Company granted stock options and stock awards under the Company s 2007 Equity Incentive Plan. The total number of options granted under
the plan is 743,936, at a fair value of $3.92 per option. The exercise price of each stock option is equivalent to the fair value of the stock at the
date of grant of $14.29 per share. The total number of awards granted under the plan are 297,574 at a fair value of $14.29 per share. All options
and awards will be expensed over their vesting period of 5 years.

Earnings per common share are not presented for the September 30, 2006 period as the Company s initial public offering was completed on
July 19, 2006; therefore, per share results would not be meaningful.

Table of Contents 12
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Earnings per share is computed as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Net income (loss) (in thousands) $ 348 % 3,631) $ 1,493 $ 2,904)
Weighted average number of common shares issued 7,439,368 7,439,368 7,439,368 7,439,368
Less: average number of treasury shares 2,717) 916)
Less: average number of unallocated ESOP shares (565,392) (595,149) (565,392) (595,149)
Less: average number of nonvested restricted stock awards (297,574) (297,574)
Adjusted weighted average number of common shares
outstanding 6,573,685 6,844,219 6,575,486 6,844,219
Plus: dilutive nonvested restricted stock awards 3,971 5,232
Weighted average number of diluted shares outstanding 6,577,656 6,844,219 6,580,718 6,844,219
Net income per share:
Basic $ 0.05 NA $ 0.23 NA
Diluted $ 0.05 NA $ 0.23 NA

NA- Not applicable

There were 743,936 stock options that were not included in the diluted earnings per share for the three and nine months ended September 30,
2007 because their effect is anti-dilutive.

3. Equity Incentive Plan
Stock Options

Under the Company s 2007 Equity Incentive Plan the Company may grant options to directors, officers and employees for up to 743,936 shares
of common stock. Both incentive stock options and non-qualified stock options may be granted under the Plan. The exercise price for each
option is equal to the market price of the Company s stock on the date of grant and the maximum term of each option is ten years. The vesting
period is five years from the date of grant.

The Company recognizes compensation expense over the vesting period, based on the grant-date fair value of the options granted. The fair value
of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model with the following weighted average
assumptions:

Nine Months Ended

September 30, 2007
Expected dividend yield 2.00%
Expected term 6.5 years
Expected volatility 23.00%
Risk-free interest rate 5.08%

The expected volatility is based on historical volatility of a peer group of similar entities. The risk-free interest rate for the periods within the
contractual life of the awards is based on the U.S. Treasury yield in effect at the time of grant. The expected life of 6.5 years is based on the
simplified method calculations allowed for plain-vanilla share options granted prior to December 31, 2007. The dividend yield assumption is
based on the Company s expectation of dividend payouts.

Table of Contents 13
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A summary of options under the Plan as of September 30, 2007, and changes during the nine months ended September 30, 2007, is as follows:

Weighted Average
Remaining Aggregate
Weighted Average Contractual Term Intrinsic
Shares Exercise Price (in years) Value

Outstanding at December 31, 2006 $
Granted 743,936 14.29 9.80
Exercised
Forfeited or expired
Outstanding at September 30, 2007 743,936 $ 14.29 9.80 $
Exercisable at September 30, 2007 $ $

The weighted-average grant-date fair value of options granted during the third quarter 2007 was $3.92. For the quarter ended September 30,
2007, share based compensation expense applicable to the plan was $146,000 and the related tax benefit was $50,000. No options vested during
the nine months ended September 30, 2007 and no options were granted prior to July 1, 2007. As of September 30, 2007, unrecognized
stock-based compensation expense related to nonvested options amounted to $2.8 million. This amount is expected to be recognized over a
period of 4.75 years.

Stock Awards

Under the Company s 2007 Equity Incentive Plan, approved by the Company s stockholders at the annual meeting of Company stockholders on
May 30, 2007, the Company may grant stock awards to its directors, officers and employees for up to 297,574 shares of common stock. The
stock awards vest 20% per year. The fair market value of the stock awards, based on the market price at the date of grant, is recorded as

unearned compensation. Unearned compensation is amortized over the applicable vesting period. The Company recorded compensation cost
related to stock awards of approximately $213,000 and $72,000 of related tax benefit in the third quarter 2007. No stock awards were granted
prior to July 1, 2007. As of September 30, 2007, unrecognized stock-based compensation expense related to nonvested restricted stock awards is
expected to be recognized over a period of 4.75 years.

A summary of the status of the Company s stock awards as of September 30, 2007, and changes during the nine months ended September 30,
2007, is as follows:

Weighted
Average
Grant-Date
Nonvested Shares Shares Fair Value
Balance at beginning at December 31, 2006 $
Granted 297,574 14.29
Vested
Forfeited
Balance at September 30, 2007 297,574 $ 14.29
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4. Recent Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board (FASB) issued Financial Accounting Standards Interpretation No. 48, Accounting for
Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109 ( FIN 48 ). FIN 48 clarifies the accounting for uncertainty in income
taxes recognized in a company s financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48
prescribes a recognition threshold of more-likely-than-not, and a measurement attribute for all tax positions taken or expected to be taken on a

tax return, in order for those tax positions to be recognized in the financial statements. FIN 48 also provides guidance on derecognition,
classification, interest and penalties, accounting in interim periods, disclosures and transitions. Effective January 1, 2007, the Company adopted
FIN 48. The implementation of FIN 48 did not have a material impact on the Company s financial statements.

The Company s income tax returns for the years ended December 31, 2004, 2005 and 2006 are open to audit under the statute of limitations by
the Internal Revenue Service. The December 31, 2005 income tax return was audited and there were no changes. The Company s policy is to
record interest and penalties related to uncertain tax positions as part of its income tax expense. The Company has no penalties and interest
recorded for the nine month period ended September 30, 2007.

In March 2006, FASB issued Statement of Financial Accounting Standards (SFAS) No. 156, Accounting for Servicing of Financial Assets-an
Amendment to FASB Statement No. 140. SFAS No. 156 requires mortgage servicing rights associated with loans originated and sold, where
servicing is retained, to be initially capitalized at fair value and subsequently accounted for using either the fair value method or the amortization
method. The Company is using the amortization method for subsequent reporting. Mortgage servicing rights are evaluated for impairment based
upon the fair value of the rights as compared to amortized cost. Fair value is based upon discounted cash flows using market-based assumptions.
Projected prepayments on the portfolio are estimated using the Public Securities Association Standard Prepayment Model. All assumptions are
adjusted periodically to reflect current circumstances. SFAS No. 156 was effective January 1, 2007. Implementation of SFAS No. 156 did not

have a material effect on the financial statements of the Company.

In September, 2006 FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 establishes a framework for measuring fair value in
generally accepted accounting principles (GAAP), and expands disclosures about fair value measurements. This Statement will be effective
January 1, 2008 and early application is encouraged. This Statement does not require any new fair value measurements and the Company does
not expect application of this Statement will have a material effect on its financial condition and results of operations.

In February 2007, FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities , which gives entities the
option to measure eligible financial assets and financial liabilities at fair value on an instrument by instrument basis. The election to use the fair
value option is available when an entity first recognizes a financial asset or financial liability. Subsequent changes in fair value must be recorded
in earnings. SFAS No. 159 contains provisions to apply the fair value option to existing eligible financial instruments at the date of adoption.
This statement is effective as of the beginning of an entity s first fiscal year after November 15, 2007, with provisions for early adoption. The
Company is in the process of analyzing the impact of SFAS No. 159.
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5. Comprehensive Income or Loss

Accounting principles generally require recognized revenue, expenses, gains, and losses to be included in net income or loss. Certain changes in
assets and
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