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Part I. Financial Information

Item 1. Financial Statements

Report of Independent Registered Public Accountindrirm

Audit Committee, Board of Directors and Sharehdder
Blue Valley Ban Corp.
Overland Park, Kansas 66225

We have reviewed the accompanying condensed cdasadi balance sheet of Blue Valley Ban Corp.
as of March 31, 2009, and the related condensesblidated statements of operations for the three-
month periods ended March 31, 2009 and 2008 andctimelensed consolidated statements of
stockholders' equity and cash flows for the thremym periods ended March 31, 2009 and 2008.
These interim financial statements are the respditgiof the Company's management.

We conducted our reviews in accordance with thedstalds of the Public Company Accounting
Oversight Board (United States). A review of intefinancial information consists principally of
applying analytical procedures to financial datal amaking inquiries of persons responsible for
financial and accounting matters. It is substdigtiless in scope than an audit conducted in
accordance with the standards of the Public Compammpunting Oversight Board (United States),
the objective of which is the expression of an apirregarding the financial statements taken as a
whole. Accordingly, we do not express such aniopin

Based on our reviews, we are not aware of any mht@odifications that should be made to the
condensed consolidated financial statements refaweabove for them to be in conformity with
accounting principles generally accepted in theddhStates of America.

We have previously audited, in accordance withdtaandards of the Public Company Accounting
Oversight Board (United States), the consolidataldrxre sheet as of December 31, 2008 and the
related consolidated statements of operationskistdders' equity and cash flows for the year then
ended (not presented herein), and in our repoddditarch 30, 2009 we expressed an unqualified
opinion on those consolidated financial statemeritsour opinion, the information set forth in the
accompanying condensed consolidated balance sheftlzecember 31, 2008 is fairly stated, in all
material respects, in relation to the consoliddét@ldnce sheet from which it has been derived.

/s/BKD, LLP

Kansas City, Missouri
May 12, 2009



Blue Valley Ban Corp.
Condensed Consolidated Balance Sheets

March 31, 2009 and December 31, 2008
(In thousands, except share data)

March 31, 2009 December 31, 2008

(Unaudited)
ASSETS
Cash and due from banks $ 105,113 $ 24,630
Interest-bearing deposits in other financial inins 372 343
Federal funds sold 16,000 20,000
Cash and cash equivalents 121,485 44,973

Available-for-sale securities 48,815 68,681
Mortgage loans held for sale 6,763 8,157
Loans, net of allowance for loan losses of $24,836

and $12,368 in 2009 and 2008, respectively 610,40 650,033
Premises and equipment, net 17,633 17,883
Foreclosed assets held for sale, net 13,528 4,783
Interest receivable 3,063 3,273
Deferred income taxes 5,587 3,265
Income taxes receivable 4,973 3,623
Prepaid expenses and other assets 2,492 2,315
Federal Home Loan Bank stock, Federal Reserve Bk,

and other securities 8,064 7,888
Core deposit intangible asset, at amortized cost 752 826

Total assets $ 843,559 $ 815,700

See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 4



Blue Valley Ban Corp.
Condensed Consolidated Balance Sheets

March 31, 2009 and December 31, 2008
(In thousands, except share data)

March 31, 2009 December 31, 2008

(Unaudited)
LIABILITIES
Deposits
Demand $ 91,451 $ 86,020
Savings, NOW and money market 183,633 180,011
Time 362,256 334,837
Total deposits 637,340 600,868
Other interest-bearing liabilities 25,955 27,545
Short-term debt - -
Long-term debt 107,445 107,584
Interest payable and other liabilities 4,911 3,264
Total liabilities 775,651 739,261

STOCKHOLDERS' EQUITY

Capital stock
Preferred stock, $1 par value, $1,000 liquidatiozfgrence
authorized 15,000,000 shares; issued and outstandin
2009 — 21,750 shares; 2008 — 21,750 shares 22 22
Common stock, par value $1 per share;
authorized 15,000,000 shares; issued and outstandin

2009 - 2,777,500 shares; 2008 — 2,760,105 shares 2,777 2,760
Additional paid-in capital 37,941 37,666
Retained earnings 27,023 35,340
Accumulated other comprehensive income, net ofriretax

of $97 in 2009 and $434 in 2008 145 651
Total stockholders’ equity 67,908 76,439
Total liabilities and stockholders’ equity $ 848% $ 815,700

See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 5



Blue Valley Ban Corp.
Condensed Consolidated Statements of Operations

Three Months Ended March 31, 2009 and 2008
(In thousands, except per share data)

INTEREST INCOME
Interest and fees on loans
Federal funds sold and other short-term investments
Available-for-sale securities
Total interest income

INTEREST EXPENSE
Interest-bearing demand deposits
Savings and money market deposit accounts
Other time deposits
Federal funds purchased and other interest-bekainijjities
Short-term debt
Long-term debt, net
Total interest expense

NET INTEREST INCOME
PROVISION FOR LOAN LOSSES

NET INTEREST INCOME (LOSS) AFTER PROVISION
FOR LOAN LOSSES

NON-INTEREST INCOME
Loans held for sale fee income
Service fees
Realized gains on available-for-sale securities
Other income
Total non-interest income

NON-INTEREST EXPENSE
Salaries and employee benefits
Net occupancy expense
Other operating expense
Total non-interest expense

INCOME (LOSS) BEFORE INCOME TAXES
PROVISION (BENEFIT) FOR INCOME TAXES
NET INCOME (LOSS)

BASIC EARNINGS (LOSS) PER SHARE
DILUTED EARNINGS (LOSS) PER SHARE

See Accompanying Notes to Condensed Consolidateddtal Statements

and Report of Independent Registered Public Actogiftirm

Three Months Ended March 31,

2009 2008
(Unaudited) (Unaudited)
$ 9,099 $ 10,625
31 39
567 977
9,697 11,641
563 228
131 90 8
2,969 3,167
17 130
- 44
1,028 1,243
4,708 5,702
4,989 5,939
12,925 900
(7,936) 5,039
786 733
790 696
46 3 478
248 259
2,170 2,166
3,051 3,528
736 844
3,272 1,838
7,059 6,210
(12,825) 995
(4,720) 365
$ 8,105) $ 630
($3.02) $0.26
($3.02) $0.26



Blue Valley Ban Corp.
Condensed Consolidated Statements of Stockholdefsquity
Three Months Ended March 31, 2009 and 2008

(In thousands, except share data)
Accumulated

Additional Other
Comprehensive Preferred Common Paid-In Retained Comprehensive
Income (Loss) Stock Stock Capital Earnings Income (Loss)  Total
BALANCE, DECEMBER 31, 2007 $ - $ 2,440 $ 10,312 $ 45,592 $ 590 $ 58,934

Issuance of 15,100 shares of

restricted stock, net of forfeiture 15 73 88
Issuance of 1,600 shares of common

stock through stock options

exercised 2 37 39
Issuance of 3,587 shares common

stock for the employee stock

purchase plan 3 112 115
Net income $ 630 630 630
Change in derivative financial

instrument, net of income taxes

(credit) of $(29) (43) (43) (43)
Change in unrealized depreciation on

available-for-sale securities, net of

income taxes of $199 299 299 299
$ 886
BALANCE, MARCH 31, 2008 $ - $ 2460 $ 10,534 $ 46,222 $ 846 $ 60,062
BALANCE, DECEMBER 31, 2008 $ 22 $ 2,760 $ 37,666 $ 35,340 $ 651 $ 75,43

Issuance of 14,900 shares of

restricted stock, net of forfeiture 15 215 230
Issuance of 2,495 shares common

stock for the employee stock

purchase plan 2 60 62
Dividend on preferred stock (212) (212)
Net loss $ (8,105) (8,105) (8,105)

Change in unrealized appreciation on
available-for-sale securities, net of

income taxes (credit) of $(338) (506) (506) (506)
$ (8,611)
BALANCE, MARCH 31, 2009 $ 22 $ 2777 % 37,941 $ 27,023 $ 145 $_ 67,908

See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 7



Blue Valley Ban Corp.

Condensed Consolidated Statements of Cash Flows
Three Months Ended March 31, 2009 and 2008

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income to net casiv flo
From operating activities:
Depreciation and amortization
Amortization of discounts on available-for-saleg#ges
Provision for loan losses
Provision for other real estate
Deferred income taxes
Stock dividends on FHLB securities
Gain on sale of available-for-sale securities
Net loss on sale of foreclosed assets
Restricted stock earned and forfeited
Compensation expense related to the employee ptackase plan
Originations of loans held for sale
Proceeds from the sale of loans held for sale
Changes in
Interest receivable
Prepaid expenses and other assets
Interest payable and other liabilities
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Net (origination) collection of loans
Purchase of premises and equipment
Proceeds from the sale of foreclosed assets, rexpainses
Purchases of available-for-sale securities
Proceeds from maturities of available-for-sale stes
Proceeds from sale of available-for-sale securities
Purchases of Federal Home Loan Bank stock, FeResgrve Bank stock, and
other securities
Net cash provided by (used in) investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in demand deposits, money market, NOW
and savings accounts
Net increase in time deposits
Net increase (decrease) in federal funds purchaseéather interest-bearing
liabilities
Net repayment from short-term debt
Repayments of long-term debt
Proceeds from long-term debt
Dividends paid on preferred stock
Dividends paid on common stock
Net proceeds from the sale of additional stockuloESPP and stock options
exercised
Net cash provided by financing activities
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
CASH AND CASH EQUIVALENTS, END OF PERIOD

See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm

March 31, 2009

March 31, 2008

(Unaudited)

$ (8,105)

345
21
12,925
918
(1,984)
(24)
6§34
51
230
2
(56,238)
6%,

210
(1,530)
1,645

5,752

(Unaudited)

$ 630

380
5
900

(59)
(62)
(478)
44
88

5
(51,388)
55,664

499
(59)
(1.433

4,737

15,761 (28,907)
(18) (62)
1,229 (343)

(14,999) (10,000)
23,000 6,800
11,346 12,478

(152) —
36,167 (20,033
9,053 4,077
27,419 3,746
(1,590) 5,509
- (10,000)
(139) (283)
- 30,000
(212) -
- (878)
62 154
34,593 32,325

76,512 17,028

9784 18,139
$ 121485  $ 35,167
8



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 1: Basis of Presentation

In the opinion of management, the accompanying ditedi condensed consolidated financial
statements contain all adjustments necessary tseprefairly the Company's condensed
consolidated financial position as of March 31, 208nd the condensed consolidated results of its
operations, changes in stockholders' equity antd ftaw/s for the periods ended March 31, 2009
and 2008, and are of a normal recurring naturee dindensed consolidated balance sheet of the
Company, as of December 31, 2008, has been ddriwedthe audited consolidated balance sheet
of the Company as of that date.

Certain information and note disclosures normatigiuded in the Company's annual financial

statements prepared in accordance with accountimgiples generally accepted in the United

States of America have been omitted. These coedetsnsolidated financial statements should
be read in conjunction with the consolidated finahstatements and notes thereto included in the
Company's December 31, 2008 Form 10-K filed witl 8ecurities and Exchange Commission.
The results of operations for the period are noessarily indicative of the results to be expected
for the full year.

The report oBKD, LLP commenting upon their review accompanies the awsetk consolidated
financial statements included in Item 1 of Part I.

Note 2:  New Accounting Pronouncements

In December 2007, the FASB issued Statement No.(delMised 2007)Business Combinations
which replaced Statement No. 141. FASB Statemeat M1R retains the fundamental
requirements of FASB Statement No. 141, but rewigeain principles, including the definition of
a business combination, the recognition and measureof assets acquired and liabilities assumed
in a business combination, the accounting for galbdand financial statement disclosure. This
statement is effective for annual periods beginmiftgr December 15, 2008. There is currently no
impact from the adoption of FASB Statement No. 141Rhe Company’s consolidated financial
statements.

On April 9, 2009, the FASB issued FSP FAS 10%ftterim Disclosures About Fair Value of
Financial Instruments (“FSP FAS 107-1#hich amends SFAS No. 107, “Disclosures about Fair
Value of Financial Instruments” (“SFAS 107”) to e disclosures about fair value of financial
instruments for interim reporting periods of pullitaded companies as well as in annual financial
statements. This FSP also amends Accounting PliscBoard Opinion No. 28, “Interim Financial
Reporting”, to require those disclosures in sumeeatifinancial information at interim reporting
periods. FSP FAS 107-1 is effective for interim adimg periods ending after June 15, 2009,
(effective June 30, 2009, for the Company).



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 2: New Accounting Pronouncements (Continued)

On April 9, 2009, the FASB issued FSP FAS 11R&cognition and Presentation of Other-Than-

Temporary-Impairment (“FSP FAS 115-2")vhich amends the other-than-temporary impairment
guidance in U.S. GAAP for debt securities to maie guidance more operational and to improve
the presentation and disclosure of other-than-tearpampairments on debt and equity securities
in the financial statements. This FSP does not dnmexisting recognition and measurement
guidance related to other-than-temporary impairsesft equity securities. FSP FAS 115-2 is

effective for interim and annual reporting periagteding after June 15, 2009 (effective June 30,
2009, for the Company). Management does not aateithat this FSP will have a material impact
on the Company’s consolidated financial statements.

On April 9, 2009, the FASB issued FSP FAS 15Ddtermining Fair Value When the Volume and
Level of Activity for the Asset or Liability hagiSificantly Decreased and Identifying Transactions
that are Not Orderly (“FSP FAS 157-4"which provides additional guidance for estimatiag
value in accordance with SFAS No. 157 “Fair Valuedgurement” (“SFAS 157”) when the
volume and level of activity for the asset or llapihave significantly decreased. This FSP also
includes guidance on identifying circumstances thdicate a transaction is not orderly. FSP FAS
157-4 is effective for interim and annual reportipgriods ending after June 15, 2009 (effective
June 30, 2009, for the Company), and should beiexpgrospectively. Management does not
anticipate that this FSP will have a material inipan the Company’s consolidated financial
statements.

Note 3:  Earnings Per Share

Basic earnings per share is computed based ondight®d average number of shares outstanding
during each year. Diluted earnings per share mpted using the weighted average common
shares and all potential dilutive common sharestantling during the period.

The computation of per share earnings for the thmesths ended March 31, 2009 and 2008 is as
follows:

10



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 3: Earnings Per Share (Continued)

March 31, 2009 March 31, 2008

(Unaudited) (Unaudited)
(In thousands, except
share and per share data)

Net income (loss) $ (8,105) $ 630
Preferred dividends (212) -
Net income (loss) available to common shareholders $ (8,317) $ 630
Average common shares outstanding 2,749,893 428884
Average common share stock options outstanding and

restricted stock (1) - 27,681
Average diluted common shares (1) 2,749,893 2,456,565
Basic earnings (loss) per share $(3.02) $0.26
Diluted earnings (loss) per share $(3.02) $0.26

(1) No shares of stock options, restricted stock oravdas were included in the computation
of diluted earnings per share for any period theae a loss.

Warrants to purchase 111,083 shares of common ataak exercise price of $29.37 per share were
outstanding at March 31, 2009, but were not induitethe computation of diluted earnings per
share because the warrant’'s exercise price wategtban the average market price of the common
shares, thus making the warrants anti-dilutive.

Income available for common stockholders is redubgddividends declared in the period on
preferred stock (whether or not they are paid)thedaccretion of the warrants.

11



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 4: Short-Term Debt

Short-term debt at March 31, 2009 and Decembe2@18 consisted of the following components:

March 31, December 31,
2009 2008
(Unaudited)

(In thousands)

Federal Home Loan Bank advance (A) $ - $ -
Federal Reserve Bank of Kansas City line of crégjit - -

Total short-term debt $ - $ -

(A) Payable on demand; collateralized by variousets including mortgage-backed loans. The variable
interest rate was 0.48% on March 31, 2009 and 0.68%ecember 31, 2008. At March 31, 2009
approximately $18.6 million was available.

(B) Payable on demand; collateralized by variosisets, including commercial and commercial reahtest

loans. The line of credit bears a variable interate of Federal Funds rate plus 25 basis poimds ad
March 31, 2009 approximately $59.8 million was éalale.

Note 5:  Long-Term Debt

Long-term debt at March 31, 2009 and December 328 2consisted of the following components:

March 31, December 31,
2009 2008
(Unaudited)

(In thousands)

Note payable — Blue Valley Building Corp. (A) 58 5,496
Federal Home Loan Bank advances (B) 82,500 5082,
Subordinated Debentures — BVBC Capital Trust Il (C) 7,732 7,732
Subordinated Debentures — BVBC Capital Trust Il) (D 11,856 11,856
Total long-term debt $ 107,445 % 107,584

12



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 5: Long-Term Debt (Continued)

(A) Two notes due in 2017; payable in monthly instalitedotaling $70,084 including interes
5.19%; collateralized by land, buildings, and assignt of future nets. This debt i
guaranteed by the Company.

(B) Due in 2011, 2012, 2013, 2015, 2016 and 2018; tewHiized by various assets includ
mortgage-backed loans. The interest rates on dwanges range from 2.62% to 5%03
Federal Home Loan Bank advance availability is wheteed quarterly and at March 31
2009, approximately $18.6 million was available.

(C) Due in 2033; interest only at LIBOR + 3.25% (4.42&March 31, 2009 and 6.%/ at
December 31, 2008) due quarterly; fully and unctowally guaranteedybthe Company o
a subordinated basis to the extent that the funeldeld by the Trust. The Company n
prepay the subordinated debentures beginning i8,280nvhole or in part, at their face va
plus accrued interest.

(D) Due in 2035; interest only at LIBOR + 1.6008.06% at March 31, 2009 and 5.36%
December 31, 2008jue quarterly; fully and unconditionally guarantdsdthe Company ¢
a subordinated basis to the extent that the funeldeld by the Trust. Subordinated to
trust preferred securities (Qjue in 2033. The Company may prepay the subordl
debentures beginning in 2010, in whole or in partheir face value plus accrued interest

Under agreement with the Federal Reserve BankCtimepany has restrictions related to the payment
of interest and or principal on the Company’s auriding trust preferred securities. On March 11,
2009, the Company notified Wilmington Trust Compatie trustee, that the Company is exercising
its right to defer the payment of interest on &lit® outstanding trust preferred securities. &inithe
governing documents of BVBC Capital Trust I, thext quarterly payment was due on March 31,
2009. The Company has the right to declare sudgfexral for up to 20 consecutive quarterly periods
and deferral may only be declared as long as thep@ay is not then in default under the provisions
of the Amended and Restated Trust Agreement. BDutive deferral period, interest on the
indebtedness continues to accrue and the unpagdesitis compounded. However, during the
deferral period, the Company must also accrue iaddit interest that is equal to the three month
LIBOR rate plus 1.60%.

On March 19, 2009, the Company notified Wilming@omst Company, the trustee, that the Company
is exercising its right to defer the payment oferest on the trust preferred securities under the
governing documents of BVBC Capital Trust Il. Tiext quarterly payment was due on April 24,
2009. The Company has the right to declare a deéfperiod for up to 20 consecutive quarterly
periods. During the deferral period, no interesyrmpents are due. However, during the deferral
period interest continues to accrue on the debttiamdnterest accrues at the same interest rate tha
was in effect prior to the declaration of the defkperiod. All accrued interest and compounded
interest must be paid at the end of the defernabge

13



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 5: Long-Term Debt (Continued)

For both BVBC Capital Trust Il and BVBC Capital Btdll, as long as the deferral period continues,
the Company is prohibited from: (i) declaring @ymg any dividend on any of its capital stock,
which would include both its common stock and théstanding preferred stock issued to the
Treasury, or (i) making any payment on any delouggy that is ranked pair passu with the debt
securities issued by the respective trusts. Bec#us Preferred Shares issued under the CPP are
subordinate to the trust preferred securitiesQbmpany will be restricted from paying dividends on
these Preferred Shares until such time as all predérred dividends have been brought current.

Aggregate annual maturities of long-term debt atdd&81, 2009 are as follows:

(In thousands)

April 1 to December 31, 2009 $ 430
2010 599
2011 8,131
2012 15,665
2013 20,700
Thereafter 61,920
$ 107,445

Note 6: Disclosures About Fair Value of Assets and Liabilies

Effective January 1, 2008, the Company adopted@®tt of Financial Accounting Standards No.
157, Fair Value Measurement$AS 157). FAS 157 defines fair value, establishdseamework
for measuring fair value and expands disclosureaitafair value measurements. FAS 157 was
applied prospectively as of the beginning of 2008.

FAS 157 defines fair value as the price that wdédeceived to sell an asset or paid to transfer a
liability in an orderly transaction between margetticipants at the measurement date. FAS 157
also establishes a fair value hierarchy which meguan entity to maximize the use of observable
inputs and minimize the use of unobservable inpeien measuring fair value. The standard

describes three levels of inputs that may be usedsiasure fair value:

Level 1 Quoted prices in active markets for identical assefiabilities.

Level 2 Observable inputs other than Level 1 prices, sichubted prices for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable
market data for substantially the full term of #ssets or liabilities.

Level 3 Unobservable inputs that are supported by littlenor market activity and that are
significant to the fair value of the assets oriliies.

14



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 6:  Disclosures About Fair Value of Assets and Liabilies (Continued)

Following is a description of the valuation methlodges used for instruments measured at fair
value on a recurring basis and recognized in thegamy’'s condensed consolidated balance sheet,
as well as the general classification of such imsants pursuant to the valuation hierarchy.

Available-for-Sale Securities

Where quoted market prices are available in avectiarket, securities are classified within Level
1 of the valuation hierarchy. Level 1 securitieslude exchange traded equities. If quoted market
prices are not available, then fair values areveggd by using pricing models, quoted prices of
securities with similar characteristics or discaghtash flows. Level 2 securities include U.S.
Government sponsored agencies and certain mungmgatities. In certain cases where Level 1 or
Level 2 inputs are not available, securities aassified within Level 3 of the hierarchy and in@ud
other less liquid securities.

The following table presents the fair value measiengts of assets and liabilities recognized in the
Company’s condensed consolidated balance sheethantével within the FAS 157 fair value
hierarchy in which the fair value measurementsdaMarch 31, 2009 and December 31, 2008:

Fair Value MeasurenseUsing
Quoted Prices  Significant

in Active Other
Markets for Observable  Unobservable
Identical Assts Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

(In thousands)
At March 31, 2009:
Available-for-Sale Securities $ 48,815 $ 595 $ 48220 $ -

At December 31, 2008:
Available-for-Sale Securities $ 68,681 $ 589 $ 68,092 $ -

Following is a description of the valuation methlodies used for instruments measured at fair
value on a non-recurring basis and recognized enatttcompanying balance sheet, as well as the
general classification of such instruments purst@itte valuation hierarchy.

Impaired Loans

Loan impairment is reported when scheduled paymenter contractual terms are deemed
uncollectible. Impaired loans are carried at thesent value of estimated future cash flows using
the loan’s existing rate, or the fair value of twlateral if the loan is collateral dependent. A
portion of the allowance for loan losses is alledatto impaired loans if the value of such loans is
deemed to be less than the unpaid balance. K thléscations cause the allowance for loan losses
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Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2009 and 2008
(Unaudited)

Note 6: Disclosures About Fair Value of Assets andabilities (Continued)

to require increase, such increase is reportesd@panent of the provision for loan losses. Loan
losses are charged against the allowance when Mareg believes the uncollectability of a loan
is confirmed. This valuation would be considerexVél 3, consisting of appraisals of underlying
collateral and discounted cash flow analysis.

The following table reflects impaired loans meaduat¢ fair value on a non-recurring basis at
March 31, 2009 and December 31, 2008:

Fair Value Measurements Using
Quoted Prices  Significant

in Active Other
Markets for Observable  Unobservable
Identical Assts Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

At March 31, 2009: (In thousands)

Impaired Loans, net of reserves $ 48478 $ — $ — $ 48,478
At December 31, 2008:

Impaired Loans, net of reserves $ 52539 % — $ — $ 52,539

Note 7: Gain on Settlement of Litigation

The Company’s subsidiary, Bank of Blue Valley (“B&n entered into a settlement agreement
with an individual, based on a successful summadginent obtained in the Circuit Court of
Jackson County, Missouri, for fraudulent misrepnésigon by the individual. The settlement was
for $1.0 million, of which $200,000 was receiveddash in the third quarter of 2008, with the
remaining $800,000 payable by August 30, 2010 thiehoption to extend the payable date through
August 30, 2012. The $800,000 was considered alue and was recognized as a gain
contingency in 2008 in accordance with SFAS No/Agcounting for Contingencies,ds most
recently interpreted by EITF 01-1®&ccounting for the Impact of the Terrorists Attacks
September 11, 2001.The consensus in EITF 01-10 requires the recagnibf a recovery when
realization of the recovery is deemed probable. tl#es contingent portion of the settlement is
collateralized by real property legally owned by tindividual, management has deemed the
ultimate recovery of the settlement as probableer&fore, an $800,000 miscellaneous receivable
was also recorded. The receivable is interestibgawith an interest rate, commensurate with the

risk associated. The Company estimates the tiaredifor receipt of the $800,000 is between two
and four years.

16



Iltem 2. Management's Discussion and Analysis of i&ncial Condition
and Results Of Operations

This report contains forward-looking statements hinitthe meaning of Section 21E of the
Securities Exchange Act of 1934, as amended. Tdmap@ny intends such forward-looking
statements to be covered by the safe harbor pongdior forward-looking statements contained in
the Private Securities Litigation Reform Act of 398nd is including this statement for purposes of
those safe harbor provisions. Forward-looking etaents, which are based on certain
assumptions and describe future plans, strategiesexpectations of the Company, can generally
be identified by use of the words "anticipate,”lidee,” "can," "continue,"” "could," "estimate,"
“expect,” “intend,” "may," “plan,” "potential," "predict,” "project,” "should," "will," or the
negative of these terms or other comparable terlogyo The Company is unable to predict the
actual results of its future plans or strategieshwgertainty. Factors which could have a material
adverse effect on the operations and future prdspefcthe Company include, but are not limited
to, fluctuations in market rates of interest androcand deposit pricing; inability to maintain or
increase deposit base and secure adequate fundingntinued deterioration of general economic
conditions or the demand for housing in the Comisamyarket areas; a deterioration in the
demand for mortgage financing; legislative or regoly changes; continued adverse
developments in the Company's loan or investmertfopio; any inability to obtain funding on
favorable terms; the loss of key personnel; sigaiit increases in competition; potential
unfavorable results of litigation to which the Caang may become a party; and the possible
dilutive effect of potential acquisitions or expams. These risks and uncertainties should be
considered in evaluating forward-looking statemeantsl undue reliance should not be placed on
such statements. We operate in a very compeétiderapidly changing environment. New risks
emerge from time to time, and it is not possibleu® to predict all risk factors. Nor can we
address the impact of all factors on our businasthe extent to which any factor, or combination
of factors, may cause actual results to differ mally from those contained in any forward-
looking statements.

non

now n o non non non

General
Critical Accounting Policies

Our critical accounting policies are largely pralsed by accounting principles generally accepted
in the United States of America. After a reviewoof policies, we determined that accounting for
the allowance for loan losses is deemed a critialounting policy because of the valuation
techniques used, and the sensitivity of these filahistatement amounts to the methods, as well as
the assumptions and estimates, underlying thatyolccounting for this critical area requires the
most subjective and complex judgments that couldsiligect to revision as new information
becomes available. As of a result of worseningdit@ms in the economy in which we operate,
our allowance for loan loss reserve methodology vedimed during the first quarter of 2009 to
better reflect the inherent losses in our loanfpbot Further description of our critical accoung
policy can be found in our Annual Report on ForrKLfbr the year ended December 31, 2008.

Results of Operations

Three months ended March 31, 2009 and 200t loss for the quarter ended March 31, 2009,
was $8.1 million, compared to net income of $630,086r the quarter ended March 31, 2008,

representing a decrease of $8.7 million, or 1,3B%.5 The loss per share on a diluted basis was
$3.02 for the three months ended March 31, 200&;hwiepresented a decrease of 1,261.54% from
diluted earnings per share of $0.26 in the samegef 2008. The Company's annualized returns
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on average assets and average stockholders' dquitlie three month period ended March 31,
2009 were negative 3.94% and negative 62.43%, cadpa 0.34% and 4.44%, respectively, for
the same period in 2008, decreases of 1,258.82%,8068.08%, respectively.

The primary factor contributing to our net lossthe current year first quarter compared with the
prior year period was an increase of $12.0 millmwour provision for loan losses. The increase in
the provision was a result of a continued declmthe general economic conditions during the first
guarter of 2009. As a result of the continued idedin economic conditions, management further
refined its allowance for loan losses methodologyrdflect the weakened economic condition.
Management assessed the loan portfolio, specifith non-performing loans, on a credit by
credit basis to assess reserve requirements. diticad management refined the general reserves
on performing loans to better reflect the impacthe weakened economic condition on reserve
requirements. Net interest income decreased $980d&r 16.00%, for the three month period
ended March 31, 2009 as compared to the same pieria@08, due to the decrease in market
interest rates during 2008. Also contributinghe tlecrease was an increase in non-accrual loans
as compared to the same period in the prior yesr ta the decline in the credit quality of the loan
portfolio.

Non-interest income had a slight increase of $4,@0.18% for the three month period ended
March 31, 2009 as compared to the same period0d8.2The increase in non-interest income was
a result of an increase in service fees by $94,0003.51%, specifically income generated from
signature based debit card transactions assocveitbdour performance checking product. In
addition, the increase was a result of an incréaseans held for sale fee income of $53,000, or
7.23%. This increase in loans held for sale feenme was attributed to an increase in mortgage
loans held for sale originations and refinancing @ompany experienced as a result of a decrease
in market rates on mortgage loans during the §strter of 2009. This increase was offset by a
decrease in gains realized on the sale of avaifablsale securities during the first quarter 0620

as compared with the first quarter of 2008.

The net loss for the first quarter of 2009 was agesult of an increase in non-interest expense of
$849,000, or 13.67% for the three month period éndarch 31, 2009 as compared to the same
period in the prior year. The increase in nonsedeexpense was primarily a result of an increase
in expenses related to foreclosed assets heldaferas a result of an increase in the number of
foreclosed properties currently held for sale. Bhegpenses include insurance, appraisals, utjlities
real estate property taxes, legal, repairs andter@mce, and associated loss on sale. In addition,
the Company recorded a $918,000 provision for atbal estate as a result of a continued decline
in the real estate market and real estate vallibg. increase in non-interest expense was partially
offset by a decrease in salaries and employeeditseok$477,000, or 13.52%. As of March 31,
2009, there were 186 full-time equivalents compame@14 full-time equivalents as March 31,
2008. The decrease in salaries and employee bemedis also a result of the Company not
accruing for potential annual officer bonuses até¥i&81, 2009.

Net | nterest |ncome

Three months ended March 31, 2009 and 200dly tax equivalent (FTE) net interest income for
the three month period ended March 31, 2009 wasiblion, a decrease of $951,000, or 16.01%,
from $5.9 million for the three month period endédrch 31, 2008.

FTE interest income for the current year first gelawas $9.7 million, a decrease of $1.9 million,
or 16.71%, from $11.6 million in the prior yearstiquarter. This decrease was primarily a result
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of an overall decrease in rates earned on averageng assets and a change in asset mix,
specifically higher federal funds sold and othesrsterm investments balances with lower yields.
The overall yield on average earning assets demtldas 164 basis points to 5.06% during the three
month period ending March 31, 2009 compared to%.diring the same period in 2008. This
significant decrease in yield resulted from therdase in market interest rates as the Federal
Reserve has lowered the Federal Fund Rate by 409 jpaints during 2008. Also contributing to
the decrease was an increase in non-accrual Isacengpared to the same period in the prior year,
due to a decline in the credit quality of the Igaortfolio. The decrease in interest income was
partly offset by an increase in average earningtassvhich increased $77.4 million, or 11.07%.
The increase in average earning assets balance wesllt of an increase in average balance of
loans by approximately $44.0 million, or 7.23% fréhe prior year period attributed to internal
loan growth experienced during 2008. The incréase/erage earning assets was also a result of
an increase in average federal funds sold and atment-term investments by $52.3 million, or
943.29%. The increase in average federal fundsau other short-term investments was a result
of a decrease in average available-for-sale sexzidf $23.1 million, or 30.27% and the result of
the time deposit promotions. The decrease in geeaaailable-for-sale securities was a result of
$23.0 million in available-for-sale securities lgeicalled as a result of the rate environment or
matured during the first quarter of 2009. Of 289 million in available-for-sale securities cdlle

or matured, the Company purchased $15.0 millionefdace these called or matured securities.
The decrease in average available-for-sale seesimias also a result of sales in the second quarter
of 2008 of $11.0 million. These securities werkld $o provide funding for additional loan growth
and to restructure the investment portfolio to jaevadditional protection in the rate sensitive
environment. In addition, the Company sold $11illion in available-for-sale securities during
the first quarter of 2009 to restructure the inresit portfolio and to better position the Company
in the current rate environment.

Interest expense for the current year first quantas $4.7 million, a decrease of $994,000, or
17.43%, from $5.7 million in the prior year firshayter. This decrease resulted from a decrease in
the rate paid on average interest-bearing liabditiesulting from the impact of the lower market
interest rates on savings and money market deptsis deposits, and short and long-term debt.
The rate paid on total average interest-bearifgjlili@s decreased to 2.85% for the three month
period ending March 31, 2009 compared to 3.80%hédame period of 2008, a decrease of 95
basis points. Total average interest-bearing liteds increased $67.0 million, or 11.11%, to
$670.5 million during the first quarter of 2009 quemed to $603.5 million during the prior year
period. The increase was primarily the result rafréases in average interest-bearing demand
accounts and time deposits. Average interestihgatemand deposits increased as a result of an
increase in balances of our performance checkinduymt. The increase in average time deposits
was a result of time deposit promotions duringttiied and fourth quarter of 2008 and in the first
guarter of 2009 and a result of an increase iwviacty our customers in the Certificate of Deposit
Account Registry Service (“CDARS”). The increaseaverage interest-bearing liabilities was
partly offset by a decrease in average short-teght dy $9.5 million. This decrease was a result
of the Company paying off its operating line ofditeof $15 million in December 2008.

Average Balance SheetsThe following table sets forth, for the periodsd as of the dates

indicated, information regarding our average batanuf assets and liabilities as well as the dollar
amounts of FTE interest income from interest-eayrissets and interest expense on interest-
bearing liabilities and the resultant yields ortsosRatio, yield and rate information are based on
average daily balances where available; otherwaserage monthly balances have been used.
Non-accrual loans are included in the calculatibraxerage balances for loans for the periods
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indicated. For explanation of changes betweerogsrieported within the table see Net Interest
Income and the Financial Condition sections untdan 2. Management’s Discussion and Analysis
of Financial Condition and Results of Operations.

Average Balances, Yields and Rates
Three Months Ended March 31,

2009 2008
Aver- Aver-
age age
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

(In thousands)

Assets
Federal funds sold and other short-term
INVESIMENTS ..o $ 57840 $ 31 022 % $ 5544 $ 39 2.8 %
Available-for-sale securities — taxable............ 53,314 567 4.31 76,250 975 5.14
Available-for-sale securities — non-taxable (1) ... - - - 210 3 5.7t
Mortgage loans held for sale.................co. 13,141 15¢ 4.81 8,867 114 5.17
Loans, net of unearned discount and fees ......... 652,413 8,94: 5.56 608,407 10,511 6.9¢5
Total earning assets.........cccccvvveeeeiieeeeeeennn 776,708 9,697 5.06 699,278 11,642 6.7C
Cash and due from banks — non-interest bearing 24,46 17,379
Allowance for possible loan losses..........c... (13,160) (8,700)
Premises and equipment, net................cceeee. 17,903 18,681
Other ASSEtS.....uoiiieeiiii e mmeeem e 28,863 24,401
Total SSEtS.....covieeiiieiiie et $ 834,775 $ 751,039
Liabilities and Stockholders’ Equity
Deposits-interest bearing:
Interest-bearing demand accounts................ $ 78872 $ 567 289 % $ 39,657 $ 228 2.31%
Savings and money market deposits ................. 100,146 131 0.53 154,099 890 2.3z
Time depoSitS......ccoovviiiiriiiiei e 357,519 2,96¢ 3.37 263,823 3,167 4.8:
Total interest-bearing deposits............owe.. 536,537 3,66° 2.77 457,579 4,285 3.77
Short-term debt ........ccoovveviiiie e 26,975 17 0.26 36,487 174 1.92
Long-term debt ........cccovveviiiieeiiiet e 106,961 1,02¢ 3.90 109,390 1,243 4.57
Total interest-bearing liabilities ................ 670,473 4,70¢ 2.85 603,456 5,702 3.8C
Non-interest bearing deposits...............ceeee-. 85,300 85,745
Other liabilities .......covviviiiiiee e 3,224 4,827
Stockholders’ equity .......c.coovviiiiiieiiiceees 75,778 57,011
Total liabilities and stockholders’ equity $ 8345 $ 751,039
FTE Net interest income/spread .................... $ 4,98¢ 221 % $ 5,940 2.9C %
FTE Net interest margin..........cc.ccecoeevvmennnns 2.60 % 3.4z %

(1) Presented on a fully tax-equivalent basis agsyiatax rate of 34%. For the quarters endingdd&1, 2009 and 2008, the
tax equivalency adjustment amounted to $0 and $1,00
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Analysis of Changes in Net Interest Income Duehan@es in Interest Rates and Volumdshe
following table presents the dollar amount of chem@ interest income and interest expense for
major components of interest-earning assets aretesttbearing liabilities. It distinguishes
between the increase or decrease related to changatances and changes in interest rates. For
each category of interest-earning assets and sttbearing liabilities, information is provided on
changes attributable to:

e changes in rate, reflecting changes in rate midtpby the prior period
volume; and

» changes in volume, reflecting changes in volumetiplidd by the current
period rate.

For explanation of changes see Net Interest Incametion under Item 2. Management's
Discussion and Analysis of Financial Condition &webults of Operations.

Changes in Interest Income and
Expense Volume and Rate Variances

Three Months Ended March 31,
2009 Compared to 2008

Change Change
Due to Due to Total
Rate Volume Change
(In thousands)
Federal funds sold and other short-term investments............cccccoeeu..... $ (36) $ 28 $ (8)
Available-for-sale securities — taxable ..o (158) 250) (408)
Available-for-sale securities — non-taxable (1).........ccccccoevieiiiiiiiiiieennn. - 3) 3)
Mortgage loans held for Sale .............. e oo s eecieeee e ) (8 50 42
Loans, net of unearned discount and fE€S ..eevvvvereeeeeiiiiiiiiiiiieeeeee (2,152) 458 (1,568)
Total iINtereSt INCOME.......uuviii et (2,354) 409 (1,945)
Interest-bearing demand acCouNts...........ccoecceriiiiiieeeiiiiiiiee e 57 278 335
Savings and money market depOoSItS ..........ueeeeieriieeeiiiiiiiiieiiee e (688) (72) (759)
TIME AEPOSIES ..ceiiiieeii et e e e e e (974) 776 (198)
Short-term debt (151) (6) (157)
Long-term debt (190) (25) (215)
Total INtEreSt EXPENSE.....c.icicememee ettt eeeee et e e sbraree e (1,946) 952 (994)
Net iNtEreSt INCOME .......vvieeiiiiei e $ (408) $ (543) $ (951)

(1) Presented on a fully tax-equivalent bas@ieing a tax rate of 34%.
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Provision for Loan L osses

The provision for loan losses for the first quade2009 was $12.9 million, compared to $900,000
for the same period of 2008. The increase in giowifor loan losses was a result of refining the
Bank's allowance for loan loss methodology to betiflect the inherent losses in our loan
portfolio and a result of worsening economic candg in the economy in which it operates. A
portion of this provision relates to specific loansour current portfolio and an increase in the
general reserves on our performing loans to reftbet impact of the weakened economic
conditions. Economic conditions monitored includat are not limited to, Johnson County, KS
unemployment rate, Johnson County, KS consumeidamde, foreclosure rates, vacancy property
rates, stock market performance, inflation, aneredt rates. Management assessed the loan
portfolio, specifically the non performing loang) a credit by credit basis, to assess the reserve
requirement. In addition, management refined threegal reserves on performing loans to better
reflect the impact of the weakened economic coowlibn reserve requirements. Based on this
analysis, management made a provision for loareoes$12.9 million in the first quarter of 2009.
Management believes they have identified the dganit non-performing loans and will continue
to aggressively pursue collection of these loanf.the recent trend is more prolonged than
management anticipates and losses continue to asereve could experience higher than
anticipated loan losses in the future.

Overall, we increased the total balance of thenaltce for loan losses based upon the analysis of
several factors, including general economic cood#j analysis of impaired loans, the general
reserve factors, changes in loan mix, and curnedthéstorical charge offs. The Company’s credit
administration function performs monthly analysestbe loan portfolio to assess and report on
risk levels, delinquencies, internal ranking systemd overall credit exposure. Management and
the Bank’'s Board of Directors review the allowarfoe loan losses monthly, considering such
factors as current and projected economic condifitman growth, the composition of the loan
portfolio, loan trends and classifications, andeotfactors. The Company makes provisions for
loan losses in amounts that management deems agcéssnaintain the allowance for loan losses
at an appropriate level. The allowance for loassés represents our best estimate of probable
losses that have been incurred as of the respdudiaace sheet dates.

Non-interest | ncome

Three Months Ended

March 31,
2009 2008
(In thousands)

Loans held for sale fee income...........ccoeeeeevveeevnennne. $ 786 $ 733
NSF charges and service fees..........ccovvveeeeeeiiicnnnnnen. 386 345
Other service Charges .........ooccvvvvieeieeeeeesccciieer e 404 351
Realized gains on available-for-sale securities........... 346 478
Other iINCOME ....uvviiiiiieei e eereee e 248 259

Total Non-iNterest INCOME........cccvveeeeeeeeeeeeeeenn, $ 2,170 $ 2,166

Non-interest income remained flat, increasing $4,0% 0.18%, at $2.2 million during the three
month periods ended March 31, 2009 and 2008. Tgréfisant changes in the components of
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non-interest income were as follows. Loans hetds&de fee income increased $53,000, or 7.23%,
for the three month period ended March 31, 2008caspared to the same period in 2008. This
increase was attributed to an increase in morttfzages held for sale originations and refinancing
volume experienced by the Company as a resultdgcaease in market rates on mortgage loans
during the first quarter of 2009. NSF charges sedice fees increased $41,000, or 11.88%, for
the three month period ended March 31, 2009 as awgdpto the same period in 2008. The
increase was a result of an increase in the nupftteansaction accounts, as well as an increase in
account service charges on commercial accountsadaedecrease in the earnings credit rate they
receive on their accounts. The earnings cred# nais decreased along with the drop in market
rates. Other service charges increased $53,0005.40%, for the three month period ended
March 31, 2009 as compared to the same perioceiptior year. The increase was attributed to
income generated from signature based debit carddrctions associated with our performance
checking product and partly due to an increaseust tservices fee income. Realized gains on
available-for-sale securities decreased $132,00R762% for the three month period ended
March 31, 2009 as compared to the same period 08.20The decrease was a result of the
Company selling $11.0 million in available-for-salkecurities in the first quarter of 2009 compared
to $12.0 million in securities sold during the sapegiod in 2008, as well as the market providing
slightly higher realized gains in 2008 as compawétl 2009. The securities were sold during the
first quarter of 2009 to restructure the investmpattfolio for the current rate environment.
Other income decreased $11,000, or 4.25%, forhtteetmonth period ended March 31, 2009 as
compared to the same period in 2008. The decreaseprimarily attributed to lower Federal
Home Loan Bank stock dividends. Future growth dieotnon-interest income categories is
dependent on new product development and growtuincustomer base and stabilization of the
real estate housing market.

Non-interest Expense

Three Months Ended

March 31,
2009 2008
throusands)
Salaries and employee benefits..............coummenee. $ 3,051 $ 3,528
Net Occupancy expense................ 736 844
Other operating expenses ................ 3,272 1,838
Total non-interest eXpense ..............cccceeeee. $ 7,059 $ 6,210

Non-interest expense increased $849,000, or 13.6Y%,.1 million during the three month period
ended March 31, 2009, compared to $6.2 million rduthe prior year period. The change was
attributed primarily to an increase in other opagexpenses by $1.4 million, or 78.02%, during
the three month period ended March 31, 2009 as awedpto the same period in 2008. Other
operating expenses have increased as a resultiofr@ase in expenses related to foreclosed assets
held for sale due to an increase in the numberroparties foreclosed on and held for sale.
Expenses related to foreclosed assets held foirgdisle insurance, appraisals, utilities, reahtest
property taxes, legal, repairs and maintenance, amsciated loss on sale. In addition, the
Company recorded a $918,000 provision for othdrestate in the first quarter of 2009 as a result
of the continued decline in the real estate madket real estate values. The increase in non-
interest expense was offset by a decrease inesland employee benefits of $477,000, or 13.52%,
for the three months ended March 31, 2009 comprede prior year period. As of March 31,

23



Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

2009, there were 186 full-time equivalent employasscompared to 214 full-time equivalent
employees at March 31, 2008. In addition, the elese® in salaries and employee benefits was a
result of the Company not accruing for potentidicet bonuses at March 31, 2009. Net occupancy
expense decreased $108,000, or 12.80%, for the thamths ended March 31, 2009 compared to
the prior year period. The decrease was the re$utie termination of a small loan production
office lease in May of 2008 and lower repairs araintenance expenses.

Financial Condition

Total assets for the Company at March 31, 2009¢\8843.6 million, an increase of $27.9 million,
or 3.42%, compared to $815.7 million at December Z108. Deposits were $637.3 million
compared with $600.9 million at December 31, 20D&rease of $36.5 million, or 6.07%.
Stockholders' equity was $67.9 million at March 2D09 compared with $76.4 million at
December 31, 2008, decrease of $8.5 million, ot@%.

Investments. Available-for-sale securities at March 31, 200%lked $48.8 million, reflecting a
28.93% decrease from $68.7 million at December2808. The decrease was a result of $23.0
million in available-for-sale securities being eallas a result of the rate environment or matured
during the first quarter of 2009. Of the $23.0limil in available-for-sale securities called or
matured, the Company purchased $15.0 million ttacepthese called or matured securities. The
decrease was also a result of the sale of $11.omiin available-for-sale securities. These
securities were sold to restructure the investmertfolio for the current rate environment.

Loans Held for Sale.Mortgage loans held for sale at March 31, 2009l¢dt&$6.8 million, a
decrease of $1.4 million, or 17.09%, compared t@ $8llion at December 31, 2008. The decline
was primarily a result of the timing when loans arginated and sold. The Company’s principal
funding source for mortgage loans held for salshert-term and long-term advances from the
Federal Home Loan Bank. Advance availability witle Federal Home Loan Bank fluctuates
depending on levels of available collateral andatermined daily with regards to mortgage loans
held for sale and quarterly to overall availabilapd at March 31, 2009, approximately $18.6
million was available.

Loans. Loans at March 31, 2009 totaled $635.2 millionle@ing a decrease of $27.2 million, or

4.10%, compared to $662.4 million at December 8082 The decrease in the loan portfolio was
attributed to several larger loans paying off dmel foreclosure of approximately $10.9 million of

other real estate properties during the first guwast 2009. The loan to deposit ratio at March 31,
2009 was 99.67% compared to 110.24% at Decemb&0B8,
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Non-performing assets consist primarily of loanstgiue 90 days or more and non-accrual loans
and foreclosed real estate. The following tabte &&th our non-performing assets as of the dates
indicated:

Non-Performing Assets

As of
March 31, March 31, December 31,
2009 2008 2008

(In thousands)

Commercial and all other loans:

Past due 90 days or more $ — 8 21 $ —

Non-accrual 4,467 187 2,143
Commercial real estate loans:

Past due 90 days or more — — —

Non-accrual 7,509 250 1,951
Construction loans:

Past due 90 days or more — — —

Non-accrual 22,252 19,018 32,110
Lease financing:

Past due 90 days or more — — —

Non-accrual 352 355 475
Residential real estate loans:

Past due 90 days or more — — —

Non-accrual 5,874 1,824 6,129
Consumer loans:

Past due 90 days or more — — —

Non-accrual 59 47 36
Home equity loans:

Past due 90 days or more — — —

Non-accrual 419 637 488
Debt securities and other assets (exclude other flea

estate owned and other repossessed assets):
Past due 90 days or more — — —

Non-accrual — — —
Total non-performing loans 40,932 22,339 43,332
Foreclosed assets held for sale 13,528 5,189 4,783
Total non-performing assets $ 54,460 $_ 27,528 $_ 48,115
Total non-performing loans to total loans 6.44% 3.59% 6.54%
Total non-performing loans to total assets 4.85% 2.91% 5.31%
Allowance for loan losses to non-performing loans 0.68% 30.26% 28.54%
Non-performing assets to loans and foreclosed
assets held for sale 8.39% 4.39% 7.21%
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

Non-performing loans decreased to $40.9 millionMarch 31, 2009 from $43.3 million at
December 31, 2008. The decrease in non-perfortoiaigs was attributed to a decrease in non-
performing construction loans by $9.9 million, &.B0%, from December 31, 2008. This decrease
was primarily the result of foreclosure on sevdnailder loan portfolios and the pay off a $4.0
million construction loan during the first quartgr 2009. The decrease in non-performing loans
was partly offset by an increase in non-perfornéngimercial loans by $2.3 million as a result of
one larger commercial relationship placed on namtsd. The decrease was also partly offset by
an increase in non-performing commercial real edtgt $5.6 million, primarily the result of one
larger commercial real estate relationship beiggd on non-accrual. If the trend continues in the
commercial and commercial real estate portfolibspuld result in an increase in non-performing
assets and foreclosed assets held for sale. Welglmonitor non-performing credit relationships
and our philosophy has been to value non-perforddags at their estimated collectible value and
to aggressively manage these situations.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

The following table sets forth information regamglichanges in our allowance for loan and
valuation losses for the periods indicated.

Summary of Loan Loss Experience and Related Informtion

As of and for the
Three months Three months

ended ended Year ended
March 31, March 31, December 31,
2009 2008 2008
(In thousands)
Balance at Beginning of Period $ 12,368 $ 8,982 $ 8,982
Loans Charged Off
Commercial loans 51 — 6,603
Commercial real estate loans 96 62 262
Construction loans 614 283 6,022
Lease financing 44 266 372
Residential real estate loans 105 11 424
Consumer loans 6 28 112
Home equity loans 164 — 127
Total loans charged-off 1,080 650 13,922
Recoveries
Commercial loans 52 4 223
Commercial real estate loans — — —
Construction loans 556 — 24
Lease financing 2 — 29
Residential real estate loans 13 — 1
Consumer loans — — 6
Home equity loans — — —
Total recoveries 623 4 283
Net Loans Charged Off 457 646 13,639
Provision for Loan Losses 12,925 900 17,025
Balance at End of Period $ 24,836 $ 9,236 $ 12,368
Loans Outstanding
Average $ 652,413 $ 608,407 $ 631,673
End of period 635,240 622,540 662,401

Ratio of Allowance for Loan Losses to
Loans Outstanding

Average 3.81% 1.52% 1.96%

End of period 3.91% 1.48% 1.87%
Ratio of Net Charge-Offs to

Average loans 0.07% 0.11% 2.16%

End of period loans 0.07% 0.10% 2.06%

The allowance for loan losses as a percent of logals increased to 3.91% as of March 31, 2009,
compared to 1.87% as of December 31, 2008.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

Deposits.Deposits grew by $36.5 million, or 6.07%, to $63m8lion as of March 31, 2009
compared with $600.9 million at December 31, 2008 increase was primarily attributed to an
increase in time deposits of $27.4 million, or 849 The increase in time deposits was a result of
the time deposit promotion during the first quartér2009 and the increased activity by our
customers in the CDARS program. The Bank is a negrobthe Certificate of Deposit Account
Registry Service (“CDARS”) which effectively allondepositors to receive FDIC insurance on
amounts larger than the FDIC insurance limit, whigtcurrently $250,000. CDARS allows the
Bank to break large deposits into smaller amounts @ace them in a network of other CDARS
banks to ensure that full FDIC insurance coveraggained on the entire deposit. It is not clear if
the temporary increase in FDIC insurance coveradjeremain at $250,000 after December 31,
2009 or return to $100,000. Therefore, if the mptudate of the certificate of deposit is
subsequent to December 31, 2009 the funds arentiyrteeing placed in the CDARS program in
amounts less than or equal to $100,000 to enslifedIC coverage.

Liquidity. Liquidity is measured by a financial institutiorgbility to raise funds through deposits,
borrowed funds, capital, or the sale of marketadsets, such as residential mortgage loans or a
portfolio of SBA loans. Other sources of liquiditycluding cash flow from the repayment of
loans, are also considered in determining whethwgridity is satisfactory. Liquidity is also
achieved through growth of core deposits and licasdets, and accessibility to the money and
capital markets. The funds are used to meet depdbidrawals, maintain reserve requirements,
fund loans and operate the organization. Core gieppadefined as demand deposits, interest-
bearing transaction accounts, savings depositstiem® deposits less than $100,000 (excluding
brokered deposits), were 60.82% and 62.06% of otal tdeposits at March 31, 2009, and
December 31, 2008, respectively. Although clasgifis brokered deposits for regulatory purpose,
funds placed through the CDARS program are Bantoouer relationships that management views
as core deposits. If CDARS deposits under $100@a06ed in the CDARs program are added
back, our core deposit ratio would be 65.55% atdi&1, 2009 and 68.18% at December 31 2008.
Generally, the Company’s funding strategy is todfioan growth with core deposits and utilize
alternative sources of funds such as advancesibiogs from the Federal Home Loan Bank of
Topeka (“FHLBank”), as well as the brokered CD nedrto provide for additional liquidity needs
and take advantage of opportunities for lower co$islLBank borrowings are also used to fund
originations of mortgage loans held for sale. At availability with the FHLBank fluctuates
depending on levels of available collateral andatermined daily with regards to mortgage loans
held for sale and quarterly with regards to ovexadlilability and at March 31, 2009, approximately
$18.6 million was available.

In addition, the Company uses other forms of sterts debt for cash management and liquidity
management purposes on a limited basis. Thesesfafimborrowings include federal funds
purchased and revolving lines of credit. As of t8efber 30, 2008, the Company’s subsidiary,
Bank of Blue Valley (“Bank”) established a line @kdit with the Federal Reserve Bank of Kansas
City. The availability on the line of credit fluates depending on the level of available colldtera
which includes commercial and commercial real esliaans. Availability on the line of credit at
March 31, 2009 was approximately $59.8 million. TB@mpany also uses the brokered market as a
source of liquidity. As of March 31, 2009, exclngiCDARS as described above, the Bank had
approximately $80.1 million in brokered depositsnpared to $92.0 million at December 31, 2008,
a decrease of $11.9 million, or 12.93%. The deszréa brokered deposits was primarily a result of
$ 20.0 million in brokered deposits maturing durihg first quarter of 2009.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

As a result of an agreement with the Federal ResBank and the Office of the State Banking
Commissioner of Kansas, prior regulatory approsaturrently required prior to the payment of
dividends by the Bank. In prior years, the Complaagy relied on dividends from the Bank to assist
in making debt service and dividend payments. Thmpany has also agreed at the request of the
Federal Reserve Bank, not as part of the initiabagent, to defer interest payments and not pay
dividends on trust preferred securities or any tef @quity securities without prior regulatory
approval in an effort to preserve capital. As sule in March the Company notified Wilmington
Trust Company, trustee, that the Company is defgrthe payment of interest related to trust
preferred securities of BVBC Capital Trust Ill divarch 31, 2009 and the payment of interest
related to trust preferred securities of BVBC Calpitrust 1l due on April, 24, 2009. There are
other ancillary expenses related to the legal aounting fees which could be impaired without
the ability of the Bank to dividend to the Company.

The Company’s Asset-Liability Management Commitiidizes a variety of liquidity monitoring
tools, including an asset/liability modeling soft@ato analyze and manage the Company’s
liquidity. Management has established internabglimes and analytical tools to measure liquid
assets, alternative sources of liquidity, as wsllralevant ratios concerning asset levels and
purchased funds. These indicators are reportdtetBank’s Board of Directors monthly.

Capital. At March 31, 2009, our total stockholders' equitgsw$67.9 million and our equity to
asset ratio was 8.05%. At March 31, 2009, our Tierapital ratio was 11.79% compared to
12.57% at December 31, 2008, while our total riakdal capital ratio was 13.07% compared to
13.82% at December 31, 2008. As of March 31, 2@@9had capital in excess of the requirements
for an “adequately-capitalized” institution. At kéa 31, 2009, the Bank’s Tier 1 capital ratio was
11.62% compared to 10.97% at December 31, 2008e walir total risk-based capital ratio was
12.90% compared to 12.22% at December 31, 2008f March 31, 2009, the Bank had capital in
excess of the requirements for a “well-capitalizadtitution. The increase in the Bank’s capitl a
of March 31, 2009 was a result of the Company douting its subsidiary Blue Valley Building
Corp. to the Bank, which resulted in $8.3 millionadditional capital at the Bank.

Subsequent Events

On May 4, 2009 at the request of the Federal Redeank, the Company notified the United States
Department of the Treasury (the “Treasury”) ofiitention to defer the quarterly dividend
payment on the Preferred Shares due to the Treasuvay 15, 2009. As part of the Capital
Purchase Plan, the Company entered into a letteeagnt with the Treasury on December 5,
2008, which includes a Securities Purchase Agree®mdard Terms. As part of the agreement,
dividends compound if they accrue and are not pgallure by the Company to pay the Preferred
Share dividend is not an event of default. Howgadailure to pay a total of six Preferred Share
dividends, whether or not consecutive, gives thddrs of the Preferred Shares the right to elect
two directors to the Company’s Board of Directofhat right would continue until the Company
pays all dividends in arrears. The Company willl atcrue the dividend and has every intention to
bring the obligation current as soon as permitted.
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Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

As a continuing part of our financial strategy, ateempt to manage the impact of fluctuations in
market interest rates on our net interest incoffigs effort entails providing a reasonable balance
between interest rate risk, credit risk, liquiditigk and maintenance of yield. Our funds
management policy is established by our Bank BoafrdDirectors and monitored by our
Asset/Liability Management Committee. Our fundsnagement policy sets standards within
which we are expected to operate. These standaidsle guidelines for exposure to interest rate
fluctuations, liquidity, loan limits as a percergagf funding sources, exposure to correspondent
banks and brokers, and reliance on non-core depos®ur funds management policy also
establishes the reporting requirements to our BBo&rd of Directors. Our investment policy
complements our funds management policy by estabfiscriteria by which we may purchase
securities. These criteria include approved typéssecurities, brokerage sources, terms of
investment, quality standards, and diversificatio@ur liquidity contingency funding plan is
established by our Bank Board of Directors and maoed by our Asset/Liability Management
Committee. Our liquidity contingency funding plaats guidelines for the Company to monitor
and control its liquidity position as well as ersuppropriate contingency liquidity plans are
actively in place and consistent with the currerd forecasted needs of the Company.

We use asset/liability modeling software to analfthe Company's current sensitivity to
instantaneous and permanent changes in interest rathe system simulates the Company's asset
and liability base and projects future net interggtome results under several interest rate
assumptions. This allows management to view hoangés in interest rates will affect the spread
between the yield received on assets and the €dsfposits and borrowed funds.

The asset/liability modeling software is also usednalyze the net economic value of equity at
risk under instantaneous shifts in interest ratéfie "net economic value of equity at risk" is

defined as the market value of assets less theemadtue of liabilities plus/minus the market

value of any off-balance sheet positions. By ditety looking at the present value of all future

cash flows on or off the balance sheet, the neh@oi value of equity modeling takes a longer-
term view of interest rate risk.

We strive to maintain a position such that curremanges in interest rates will not affect net
interest income or the economic value of equitynbyre than 5%, per 50 basis points. The
following table sets forth the estimated percentmenge in the Bank of Blue Valley's net interest
income over the next twelve month period and nehemic value of equity at risk at March 31,

2009 based on the indicated instantaneous and pernmehanges in interest rates.

Net Interest Net Economic
Income Value of
Changes in Interest Rates (next 12 months) Equigt Risk
200 basis point rise 17.03 % (1.57)%
Base Rate Scenario - -
200 basis point decline (9.30) % (4.54)%

The above table indicates that, at March 31, 200fhe event of a sudden and sustained increase
in prevailing market rates, our net interest incommuld be expected to increase as our assets
would be expected to reprice quicker than our liizds, while a decrease in rates would indicate
just the opposite. Generally, in the increasirtg szenarios, not only would adjustable rate assets
(loans) reprice to higher rates faster than ouilltees, but our liabilities — long-term Federal

30



Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

Home Loan Bank of Topeka (“FHLBank”) advances amdbteng time deposits — would not
increase in rate as much as the market rates. hAnabnsideration with a rising interest rate
scenario is the impact on mortgage loan refinanaividch would likely decline, leading to lower
loans held for sale fee income, though the impacdifficult to quantify or project. In the
decreasing rate scenarios, the adjustable ratésadsans) reprice to lower rates faster than our
liabilities, but our liabilities — long-term FHLBd&ances and existing time deposits — would not
decrease in rate as much as market rates. In@ddiked rate loans might experience an increase
in prepayments, further decreasing yields on egragsets and causing net income to decrease.

The above table also indicates that, at March 8D92in the event of a sudden increase or
decrease in prevailing market rates, the economiigevof our equity would decrease. Given our
current asset/liability position, a 200 basis paletline in interest rates will result in a lower
economic value of our equity as the change in egéthloss on liabilities exceeds the change in
estimated gain on assets in these interest rateasos. Currently, under a falling rate
environment, the Company's estimated market vdllmaos could increase as a result of fixed rate
loans, net of possible prepayments. The estimae#let value of investment securities could also
rise as our portfolio contains some higher yieldsegurities. However, the estimated market value
increase in fixed rate loans and investment seesrii$ offset by time deposits unable to reprice to
lower rates immediately and fixed-rate callable aatbes from FHLBank. The likelihood of
advances being called in a decreasing rate enveohms diminished resulting in the advances
existing until final maturity, which has the effeftlowering the economic value of equity. Given
our current asset/liability position, a 200 baginpincrease in interest rates will result in aéo
economic value of our equity due to the estimatsd bf liabilities and assets in this interest rate
scenario. Currently, under an increasing raterenment, the Company’s estimated market value
of loans could decrease due to fixed rate loansrarestments with rates lower than market rates.
These assets have a likelihood to remain until ritgtin this rate environment. However, the
estimated market value decrease in fixed rate l@emsinvestment securities if offset by time
deposits unable to reprice to higher rates immeljiaand fixed-rate callable advances from
FHLBank. The likelihood of advances being calledirising rate environment increases resulting
in advances being repriced prior to maturity.
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Item 4. Controls and Procedures

In accordance with Iltem 307 of Regulation S-K prégated under the Securities Act of 1933, as
amended, the Chief Executive Officer and Chief Raial Officer of the Company (the “Certifying
Officers”) have conducted evaluations of the Comyfsadisclosure controls and procedures. As
defined under Sections 13a-15(e) and 15d-15(e)hef Securities Exchange Act of 1934, as
amended (the “Exchange Act”), the term “disclostmatrols and procedures” means controls and
other procedures of an issuer that are designedgore that information required to be disclosed
by the issuer in the reports that it files or sulsminder the Exchange Act is recorded, processed,
summarized and reported, within the time periodcsied in the Commission’s rules and forms.
Disclosure controls and procedures include, withimitation, controls and procedures designed to
ensure that information required to be discloseaibyssuer in the reports that it files or submits
under the Exchange Act is accumulated and commiguida the issuer's management, including
its principal executive officer or officers and meipal financial officer or officers, or persons
performing similar functions, as appropriate toowall timely decisions regarding required
disclosure. The Certifying Officers have reviewdte Company’s disclosure controls and
procedures and have concluded that those disclasuateols and procedures are effective as of the
date of this Quarterly Report on Form 10-Q. In ptamce with Section 302 of the Sarbanes-
Oxley Act of 2002, (18 U.S.C. 1350), each of thertiBeng Officers executed an Officer’s
Certification included in this Quarterly Report d&-Q.

As of the date of this Quarterly Report on FormQ@,Gthere have not been any significant changes
in the Company’s internal controls over financiaporting or in other factors that could
significantly affect these controls subsequent e tate of their evaluation, including any
corrective actions with regard to significant deficies and material weaknesses.
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Iltem 1. Legal Proceedings

We are periodically involved in routine litigatiémcidental to our business. We are not a party to
any pending litigation that we believe is likelyttave a material adverse effect on our consolidated
financial condition, results of operations or céslvs.

Item 1A. Risk Factors

No changes

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

Not applicable

Iltem 3. Defaults Upon Senior Securities

Not applicable

Iltem 4. Submission of Matters to a Vote of SecustHolders

Not applicable

Item 5. Other Information

None

Iltem 6. Exhibits
EXHIBITS
11. Computation of Earnings Per Share. Pleasp.skk

15. Letter regarding Unaudited Interim Financidbimation
31.1 Certification of the Chief Executive Officaungsuant to Rule 13a-14(a)/15d-14(a)
31.2 Certification of the Chief Financial Officeagguant to Rule 13a-14(a)/15d-14(a)

32.1 Certification of the Chief Executive Officend Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant to $e806 of the Sarbanes-Oxley Act
of 2002
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Signatures

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the usideed thereunto duly authorized.

Blue Valley Ban Corp.

Date: May 13, 2009 By: /s/ Robert D. Regnier
Robert D. Regnier, President and
Chief Executive Officer and Director
(Principal Executive Officer)

Date: May 13, 2009 By: /s/ Mark A. Fortino
Mark A. Fortino, Chief Financial Gfér
(Principal Financial [and Accounting] O#iQ
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