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Part |
Item 1: Business

The Company and Subsidiaries

” o«

As used in this Form 10-K, unless we specify otlisew'we,” “us,” “our,” “Company,” and “Blue Valley

refers to Blue Valley Ban Corp., a Kansas corporati

Blue Valley Ban Corp. is a bank holding companyamiged in 1989. The Company's primary wholly-owned
subsidiary, Bank of Blue Valley (the "Bank"), walsaorganized in 1989 to provide banking serviaeslbsely-
held businesses and their owners, professionalsresidents in Johnson County, Kansas, a demogi@phic
attractive area within the Kansas City, Missoukansas Metropolitan Statistical Area (the "Kans@y ®ISA").
The focus of the Company has been to take advamthgee anticipated growth in the market area ai asto
serve the needs of small and mid-sized commeroiablivers — customers that we believe currentlyuaderserved
as a result of banking consolidation in the indugnerally and within our market specifically.

We have experienced significant internal growttcsiour inception. As of December 31, 2009, we $iad
locations in Johnson County, Kansas, includingraam office which includes a lobby banking centemortgage
and operations office in Overland Park, and futivg® offices in Leawood, Lenexa, Olathe and Shayi&ansas.

Our lending activities are focused on commerciammercial real estate and construction lendingwéieer,
the Company strives to identify, develop and mamthversified lines of business which provide guedble risk-
adjusted returns. The Company also provides hayoéye residential real estate, lease financingl aansumer
lending.

The Company also seeks to develop lines of busiwbssh diversify our revenue sources, increase raunr-
interest income and offer additional value-addegtises to our customers. We develop these new istieg lines
of business while monitoring related risk factor$n addition to fees generated in conjunction wignding
activities, we derive non-interest income by pravidmortgage origination services, deposit and ecaghagement
services, investment brokerage services and teugices.

In addition to the Bank, as of December 31, 2088, Company had two wholly-owned subsidiaries: BVBC
Capital Trust Il and BVBC Capital Trust Ill, whickere created to offer the Company’s trust prefesecurities
and to purchase our junior subordinated debentufgsDecember 31, 2008, the Company owned 100%loé B
Valley Building Corp., which owns the buildings arehl property that comprise our headquarters, gage and
operations facility and the Leawood banking centgs. of March 31, 2009, the Company contributed%aQtf the
outstanding shares of Blue Valley Building Corpttie Bank.

The Company had a 49% ownership in Homeland Titl€; through March 2009, at which time the Company
terminated its ownership interest in Homeland TitleC. Homeland Title, LLC was established in J@®95 and
provided title and settlement services. This grigitho longer in operation.

Our principal executive offices are located at B 3iley, Overland Park, Kansas 66225-6128, and our
telephone number is (913) 338-1000.

Consolidated financial information, including a reeee of profit and loss and total assets can bedau Part
IV of this report.



Our Market Area

We operate primarily as a community bank, servhrg lianking needs of small and medium-sized companie
and individuals in the Kansas City MSA. Specifigabur trade area consists of Johnson County, &ansWe
believe that coupling our strategy of providing epiional customer service and local decision makivith
attractive market demographics makes us competititiee Kansas City MSA.

The income levels and growth rate of Johnson Cqukpnsas compare favorably to national averages.
Johnson County’'s population growth rate ranks mthp 8.78% of counties nationally, and its periteajpcome
ranks in the top 1.23 % of counties nationallyhnkon County is also a significant banking markethie State of
Kansas and in the Kansas City MSA. According tailable industry data, as of June 30, 2009, togglodits in
Johnson County, including those of banks, thriftsl @redit unions, were approximately $15.0 billiawhich
represented 25.93% of total deposits in the stalf@nsas and 36.76% of total deposits in the Ka@$gsMSA.

As our founders anticipated, the trade area sudiognour main banking facility in Overland Park,ri¢éas has
become one of the most highly developed retail sairathe Kansas City MSA. Our Olathe, Kansas itgcit
located approximately eight miles southwest of main office and opened in 1994. The Shawnee, Kabaaking
facility is approximately 17 miles northwest of dueadquarters location. We entered into the Shawrse&et in
1999 and in the first quarter of 2001, constructidrour freestanding banking facility in Shawneesveampleted
and operations commenced in that facility. Thew®ad, Kansas banking facility is approximately fauailes
southeast of our headquarters location. We entetedhe Leawood market in 2002 and in the seaqmatter of
2004, construction of our freestanding bankinglitgcin Leawood was completed and operations conoedrnin
that facility. During 2003 we acquired an officeilding in Overland Park, Kansas approximately onie
northwest of our headquarters location. At thisatamn, we consolidated our mortgage operationsk loperations,
and opened a banking facility. The banking faciitas subsequently closed and consolidated intondie bank in
November 2008. The Lenexa, Kansas banking fadgigpproximately seven miles northwest of our leadters
location. The Lenexa facility was opened in Febyu2007 when we acquired Unison Bancorp, Inc., @sd
subsidiary, Western National Bank. We made thegigsition to continue our expansion in Johnson @pamd to
establish our first presence in the Lenexa market.

Lending Activities

Overview Our principal loan categories include commerai@immercial real estate, and construction loans.
We also offer a variety of home equity, residented! estate, lease financing and consumer lo&hs: primary
source of interest income is interest earned orlaan portfolio. As of December 31, 2009, our lp@epresented
approximately 71.59% of our total assets, our légatling limit to any one borrower was $24.8 milljcand our
largest single borrower as of that date had outistgrioans of $14.6 million.

The ability of financial institutions, including ug originate loans has been substantially redece@stricted
under current economic conditions. However, weehasen successful in maintaining our loan portfbbgause of
the commitment of our staff. Our staff has sigrfit experience in lending and has been succeassbtfiering our
products to both potential and existing customevge believe that we have been successful in maingiour
customers because of our staff's attentivenesheofinancial needs of our customers and the dewetop of
professional relationships with our customers. &Wive to become a strategic business partner auithcustomers,
not just a source of funds.

The Bank conducts its lending activities pursuarthe loan policies adopted by its Board of DirestoThese
policies currently require the approval of our laammittee of all commercial credits in excess bE$million, all
real estate credits in excess of $2.5 million, andecured loans in excess of $300,000. The Bamidisies
delegate lending authority up to these amountsnténternal loan discount committee comprised of Bank’s
President and two senior loan management offic€ar management information systems and lending
administration policies and procedures are desigoadonitor lending activities sufficiently to ngtte the risk of
noncompliance with the loan policies. The follogitable shows the composition of our loan portfalidecember
31, 2009.



LOAN PORTFOLIO

As of December 31, 2009

Amount Percent
(In thousands)
(0] 1910 41T (o1 = I, $ 142,528 25.72%
Commercial real estate 167,581 30.24
Construction .......ccceeeeveevieeeeeeinennn. 113,077 20.41
Home equity .........cooooeviiiiiiiiiiis 66,586 12.02
Residential real estate.............cceeeevicceeeeennnnnns 45,014 8.12
Lease finanCing.......cccccvveiieiiiiiiiiieieeee e, 11,259 2.03
CONSUMET ...t 8,066 1.46
Total loans and leases..........cccceeeeeerenene.. 554,111 100.00%
Less allowance for loan losses............ccuue... 20,000
Loans receivable, net...........ccccccvvvvvvvemm e, $ 534,111

Commercial loans.As of December 31, 2009, approximately $142.5 anillior 25.72%, of our loan portfolio
represented commercial loans. The Bank has desel@pstrong reputation in providing and servicimgak
business and commercial loans. We have expandeddttfolio over the years through the additiorcommercial
lending staff, their business development effasts, reputation and the acquisition of Unison Bape¢dnc. and its
subsidiary, Western National Bank, in 2007. Conuia¢loans have historically been a significanttjgar of our
loan portfolio and we expect to continue our emjzhas this loan category.

The Bank's commercial lending activities traditiimahave been directed to small and medium-sized
companies in or near Johnson County, Kansas, witiha sales generally between $100,000 and $2&millThe
Bank’'s commercial customers are largely firms eegaip manufacturing, service, retail, constructidistribution
and sales with significant operations in our maiketas. The Bank’'s commercial loans are genesaltyired by
real estate, accounts receivable, inventory anégewnt, and the Bank may seek to obtain persoredagiees for
its commercial loans. The Bank underwrites its gwrcial loans on the basis of the borrowers’ cédsWw fand
ability to service the debt, as well as the valdieany underlying collateral and the financial sggmof any
guarantors.

Approximately $5.6 million, or 3.91%, of our commogl loans are Small Business Administration (SBA)
loans, of which $4.0 million of these loans are gyovnent guaranteed. The SBA guarantees the repaymehe
event of a default of a portion of the principaltbese loans, plus accrued interest on the guadumertion of the
loan. Under the Federal Small Business Act, thé &y guarantee up to 85% of qualified loans of(§080 or
less and up to 75% of qualified loans in exces$1&0,000, up to a maximum loan amount of $2.0 ariltio any
one borrower. We are an active SBA lender in oarket area and have been approved to participateiSBA
Certified Lender Program.

Commercial lending is subject to risks specifichie business of each borrower. In order to addhese risks,
we seek to understand the business of each borrplaee appropriate value on any personal guaramteellateral
pledged to secure the loan, and structure thedo@ortization to maintain the value of any collateharing the term
of the loan.

Commercial real estate loan¥he Bank also makes loans to provide permanaanding for retail and office
buildings, hotels and churches. As of December2®D9, approximately $167.6 million, or 30.24%,cofr loan
portfolio represented commercial real estate logdsr commercial real estate loans are underwritethe basis of
the appraised value of the property, the cash fiévthe underlying property, and the financial sg#nof any
guarantors.

Risks inherent in commercial real estate lending @ated to the market value of the property talsn
collateral, the underlying cash flows and documtioia Commercial real estate lending involves migsk than
residential real estate lending because loan batan@y be greater and repayment is dependent dyothewer’s



operations. We attempt to mitigate these risksdmgfully assessing property values, investigativey source of
cash flow servicing the loan on the property andeaithg to our lending and underwriting policies gmdcedures.

Construction loans.Our construction loans include loans to develspeome building contractors and other
companies and consumers for the construction glesifamily and multi-family properties, land devptoent, and
commercial buildings, such as retail and officddings. As of December 31, 2009, approximately31imillion,
or 20.41%, of our loan portfolio represented resthte construction loans. The builder and develtgan portfolio
has been a consistent component of our loan pirtéMer our history. The Bank’s experience andutafion in
this area have grown, thereby enabling the Barfldas on relationships with a smaller number ofdarbuilders
and increasing the total value of the Bank’s resthte construction portfolio. Construction loams aade to
qualified builders to build houses to be sold fafilag construction, pre-sold houses and model hou$ésse loans
are generally underwritten based on several fachoctuding the experience and current financialditon of the
borrowing entity, amount of the loan to appraisatug, and general conditions of the housing manket respect
to the subdivision and surrounding area, whichlthek receives from a third party reporting entitgonstruction
loans are also made to individuals for whom howasesbeing constructed by builders with whom thelBlaas an
existing relationship. Such loans are made onbte@s of the individual's financial condition, th@an to value
ratio, the reputation of the builder, and whethae individual will be pre-qualified for permanenhdncing.
During 2009, the Bank experienced a decline in wangon loans originated, specifically in residahteal estate
construction and land development, as a resuli@fttbntinued decline in the real estate industd/the continued
slow down in new housing construction.

Risks related to construction lending include assent of the market for the finished product, reasteness
of the construction budget, ability of the borrowerfund cost overruns, and the borrower’s abiiityiquidate and
repay the loan at a point when the loan-to-valtie ia the greatest. We seek to manage theselrisk@mong other
things, ensuring that the collateral value of thepgrty throughout the construction process dodsfaibbelow
acceptable levels, ensuring that funds disbursednéhin parameters set by the original constructimdget, and
properly documenting each construction draw.

Home equity loansAs of December 31, 2009, our home equity loande¢dt&66.6 million, or 12.02%, of our
total loan portfolio. Home equity loans are gefigraecured by second liens on residential reatest Home
equity loans are subject to the same risks as dtiars to individuals, including the financial stgth and
employment stability of the borrower. The Bankeatpts to mitigate these risks by carefully verifyiand
documenting the borrower’'s credit quality, employmestability, monthly income, and understanding and
documenting the value of the collateral.

Residential real estate loansOur residential real estate loan portfolio catssgrimarily of first and second
mortgage loans on residential properties. As afdbeber 31, 2009, $45.0 million, or 8.12%, of owar@ortfolio
represented residential mortgage loans. The tefntBese loans typically include 3 to 7 year ballqmyments
based on a 15 to 30 year amortization, and acoteeest at a fixed or variable rate. By offeringge products, we
can offer credit to individuals who are self-empmdyor have significant income from partnershipsngestments.
These individuals are often unable to satisfy théemwriting criteria permitting the sale of theiortgages into the
secondary market.

In addition, we also originate residential mortgdgans with the intention of selling these loanstlie
secondary market. During 2009, we originated axprately $196.4 million of residential mortgage fsaand we
sold approximately $195.7 million in the secondamgrket. We originate conventional first mortgagerls through
referrals from real estate brokers, builders, dgwais, prior customers and media advertising, disase¢hrough our
internet website. We have offered customers Hiilgyato apply for mortgage loans and to pre-giyafor mortgage
loans over the Internet since 1999. In 2001, weaagled our internet mortgage application capacith the
acquisition of the internet domain name Internetigage.com and created a separate National Mortdi&ggon.
The timing of this expansion allowed us to estdibttss division in a relatively low-rate environnieand reap the
benefits of a significant increase in mortgage ioations and refinancing experienced from 2001 ubho2003.
While the volume of mortgage originations and raficing has declined since 2004, we continue to éak@ntage
of the national presence established in previousrsy@nd originate residential mortgage loans thioogr
InternetMortgage.com website. The origination ofmartgage loan from the date of initial applicatitimough



closing normally takes 15 to 60 days. To reduter@st rate risk on mortgage loans sold in the reday market,
we acquire forward commitments from investors.

Our mortgage loan credit review process is consistéth the standards set by traditional secondaayket
sources. The lender reviews the appraised valelet service ratios, and gathers data during theemwrding
process in accordance with various laws and reigakigoverning real estate lending. Loans origithdg the Bank
are sold with servicing released to increase cuiremome and reduce the costs associated withnietaservicing
rights. Commitments are obtained from the purctasivestor on a loan-by-loan basis on a 30, 45®@day
delivery commitment. Interest rates are committethe borrower when a rate commitment is obtaiinech the
investor. Loans are funded by the Bank and pusthéy the investor within 30 days following closipgrsuant to
commitments obtained at the time of originatione ¥éll conventional conforming loans and all lotrag are non-
conforming as to credit quality to secondary maikeestors for cash on a limited recourse basisounrecent
experience, we have not been asked to repurch@isficant amounts of loans. Consequently, foraaledosses on
all sold loans are primarily the responsibilitytbé investor and not that of the Bank.

As with other loans to individuals, the risks rethto residential mortgage loans primarily incltlde value of
the underlying property and the financial streraytdl employment stability of the borrower. We apéto manage
these risks by performing a pre-funding underwgitthat consists of the verification of employmentl aitilizes a
detailed checklist of loan qualification requirertgenincluding the source and amount of down paymemank
accounts, existing debt and overall credit.

Lease financing.Our lease portfolio includes capital leases thathaee originated and leases that we have
acquired from brokers or third parties. As of Dmber 31, 2009, our lease portfolio totaled $11.8ioni or
2.03%, of our total loan portfolio. We provide $eafinancing for a variety of equipment and machinecluding
office equipment, heavy equipment, telephone systdractor trailers and computers. Lease termgyarerally
from three to five years. We have provided leasanicing in the past and will continue to do sodar customers.
However, we do not expect to aggressively purswesedefinancing unless the lessor maintains an oggoin
relationship with the Bank through participationoitiner Bank product offerings. As a result of duetion in force
in our leasing department during 2008, we expeetid¢hse portfolio to continue to decrease over.tiber leases
are generally underwritten based upon several fgctacluding the overall credit worthiness, expagde and
current financial condition of the lessee, the ami@f the financing to collateral value, and gehewnditions of
the market.

The primary risks related to our lease portfolie #ne value of the underlying collateral and spedaisks
related to the business of each borrower. To addileese risks, we attempt to understand the lssiokeeach
borrower, value the underlying collateral approj@faand structure the loan amortization to ensa¢ the value of
the collateral exceeds the lease balance durintptheof the lease.

Consumer loansAs of December 31, 2009, our consumer loans i1 million, or 1.46% of our total loan
portfolio. A substantial part of this amount cated of installment loans to individuals in our kedrarea.
Installment lending offered directly by the Bankdar market area includes automobile loans, reionest vehicle
loans, home improvement loans, unsecured linesaditcand other loans to professionals, people eyeul in
education, industry and government, as well asecttindividuals and others. A portion of the Banktsumer
loan portfolio consists of indirect automobile Igavffered through automobile dealerships locatémaily in our
trade area. As of December 31, 2009, approxim&tel§ million, or 19.99%, of the Bank’s consumearigortfolio
represented indirect automobile loans. The Bankan$ made to individuals through this program gaher
represent loans to purchase new or late model altites. There are currently 17 dealerships padidng in this
program. The Bank’s consumer and other loans raderwritten based on the borrower’s income, curdetit, past
credit history, collateral, and the reputationtwd briginating dealership with respect to indir@atomobile loans.

Consumer loans are subject to the same risks a&s lothns to individuals, including the financialestgth and
employment stability of the borrower. In additi@mme consumer loans are subject to the additiisiakhat the
loan is not secured by collateral. For some ofltias that are secured, the underlying collater@ be rapidly
depreciating and may not provide an adequate safrcepayment if we are required to repossess tilateral.
The Bank attempts to mitigate these risks by réggia down payment and carefully verifying and duenting the



borrower’s credit quality, employment stability, nibly income, and with respect to indirect autonmlbans,
understanding and documenting the value of thetoll and the reputation of the originating desigr.

Investment Activities

The objectives of our investment policies are to:

» secure the safety of principal;

» provide adequate liquidity;

» provide securities for use in pledging for publiods or repurchase agreements; and
* maximize after-tax income.

We invest primarily in obligations of agencies bétUnited States and bank-qualified obligationstate and
local political subdivisions. Although direct ofpditions of the United States and obligations guesthas to
principal and interest by the United States arentéed by our investment policy, we currently da hold any in
our portfolio. In order to ensure the safety dhpipal, we do not invest in mortgage-backed séiesrior sub-prime
mortgages and we typically do not invest in corpmdebt or other securities even though they ammited by our
investment policy. In addition, we enter into fel€funds transactions with our principal corresgemt banks, and
depending on our liquidity position, act as a rnates or purchaser of these funds. The sale oériddfunds is
effectively a short-term loan from us to anothemlhavhile conversely, the purchase of federal fuisdsffectively a
short-term loan from another bank to us.

Deposit Services

The principal sources of funds for the Bank areecdeposits from the local market areas surrountlieg
Bank’s offices, including demand deposits, intefesaring transaction accounts, money market acepsavings
deposits and time deposits. Transaction accountsde interest-bearing and non-interest-bearimgaats, which
provide the Bank with a source of fee income arabsimarketing opportunities as well as a low-cosiree of
funds. Since 2001, the Bank has realized depositt) from commercial checking accounts. While ¢hascounts
do not earn interest, many of them receive an egsncredit on their average balance to offset thw of other
services provided by the Bank. During 2007, ta@iBintroduced the performance checking produttis ihterest-
bearing demand product has proven to be an atteaptbduct in our market area as it pays a higater than most
checking accounts as long as the customer meetsethgrements of at least 12 signature based dmbd
transactions and at least one direct deposit or Algbit each statement cycle. The Bank realizesimenest
income from the signature based debit card traimsecthat, when netted against the high rate attié customer,
results in a very attractive cost of funds for Bank. The Bank also offers a money market accatnith is a daily
access account that bears a higher rate and altoviisnited check-writing ability. This account yma tiered rate
of interest. We believe money market accountsaaradditional source of funds for the Bank and ®ws with
the potential to cross-sell additional servicethtse account holders.

Time deposits and savings accounts also providelaiwely stable customer base and source of fundin
Because of the nature and behavior of these dgmasliticts, management reviews and analyzes oungstrategy
in comparison not only to competitor rates, bubas compared to other alternative funding soutcatetermine
the most advantageous source. In pricing depagsy management also considers profitability, tia¢ching of
term lengths with assets, the attractiveness tmmess, and rates offered by our competitors. Béek has joined
the Certificate of Deposit Account Registry Servit€EDARS”) which effectively lets depositors recei¥ederal
Deposit Insurance Corporation (FDIC) insurance swants of certificate of deposits larger than FiM8urance
coverage, which is currently $250,000 through Ddmem31, 2013. CDARS allows the Bank to break large
deposits into smaller amounts and place them iretavark of other CDARS banks to ensure that full €DI
insurance coverage is gained on the entire depdsie Bank’s Funds Management policy allows foreptance of
brokered deposits, up to certain policy limits, ethican be utilized to support the growth of the BarAs of
December 31, 2009, the Bank had $76.9 million wkbred deposits, of which $31.2 million represerdaestomer
funds placed into the CDARS program.



Investment Brokerage Services

In 1999, the Bank began offering investment brogeraervices through an unrelated broker-dealeres@h
services are currently offered at all of our logas. Three individuals responsible for providingsé services are
joint employees of the Bank and the registered daralealer. Investment brokerage services provisiauace of fee
income for the Bank. In 2009, the amount of owg fiecome generated from investment brokerage swas
$337,000.

Trust Services

The Bank began offering trust services in 1996.1ill11999, the Bank’s trust services were offeredlesively
through the employees of an unaffiliated trust canmyp The Bank hired a full-time officer in 1999develop the
Bank’s trust business and the trust department masithree full-time officers. Trust services ararketed to both
existing Bank customers and new customers. We\elthat the ability to offer trust services asaat pf our
financial services to customers of the Bank presentsignificant cross-marketing opportunity. Theavices
currently offered by the Bank’s trust departmentlide the administration of personal trusts, inwestt
management agency accounts, self-directed indiViceteement accounts, qualified retirement placsrporate
trust accounts and custodial trust accounts. A3emember 31, 2009, the Bank’s trust departmentrsdiared 222
accounts, with assets under administration of apprately $121.4 million. Trust services provide tBank with a
source of fee income and additional deposits. 0092 the amount of our fee income from trust sewvigas
$432,000.

Competition

The Bank encounters competition primarily in segkileposits and in obtaining loan customers. Ttel lef
competition for deposits in our market area is higBur principal competitors for deposits are otfirancial
institutions within a few miles of our locationsclading other banks, savings institutions and d¢reulions.
Competition among these institutions is based pilynan interest rates offered, the quality of seevprovided, and
the convenience of banking facilities. Additiomampetition for depositors’ funds comes from U.8veynment
securities, private issuers of debt obligations atiér providers of investment alternatives foratgiors.

The Bank competes in our lending, investment braderand trust activities with other financial ingions,
such as banks and thrift institutions, credit usicautomobile financing companies, mortgage congsaisecurities
firms, investment companies and other finance comgga Many of our competitors are not subjecth® $ame
extensive federal regulations that govern bankihgldompanies and federally-insured banks and stafelations
governing state-chartered banks. As a resultethes-bank competitors have some advantages ogeBahk in
providing certain products and services. Manyhaf financial institutions with which we compete #eger and
possess greater financial resources, name reamgmaitid market presence.

Trademarks
As of December 31, 2009 the Bank had the followegjstered trademarks:
Bank of Blue Valley
DEPOSIT I.T.
INTERNETMORTGAGE.COM
Employees
At December 31, 2009, the Bank had approximatel® @al employees, with 171 full-time employeesheT

Company and its other subsidiaries did not haveanployees. None of the Bank’s employees are subjea
collective bargaining agreement. We consider taek relationship with its employees to be exctlle



Directors and Executive Officers of the Registrant

For each of our directors and our executive officave have set forth below their ages as of Decebge
2009, and their principal positions.

Name Age Positions
Directors
Robert D. Reghnier .........cccccuvvvvviiieeeacce.. 61 President, Chief Executive Officer and Chairrofthe Board

of Directors of Blue Valley; President, Chief Exéea
Officer and Chairman of the Board of Directorstod Bank

Donald H. Alexander...........ccccccvvvvvvvvsommn 1 Director of Blue Valley and the Bank

Michael J. Brown...........cccccovvvvvrinrmmmnnnnnns 53 Director of Blue Valley

Anne D. St. Peter......ccovvvveeveiieiiieieeeeee, 44 Director of Blue Valley

Robert D. Taylor......ccovvveeeeeeiiiiiiieeeeee, 62 Director of Blue Valley and Chairman of the Audi

Committee of Blue Valley

Additional Directors of the Bank

Harvey S. BodKer .......cccccceeeiiiiiiiiiiee.. (4 Director of the Bank
Richard L. Bond ........ccoeovviiieiiiiiiieeeeenn, 74 Director of the Bank
Suzanne E. DotsSoN............ccceeeeeievvnn o 63 Director of the Bank
Charles H. Hunter......cccooeeeeeeieiiiiievceeeee. 67 Director of the Bank

Executive Officers who are not Directors

Mark A. FOrtino.........oocovevnnieeniiie e 43 Executive Vice President and Chief Financialéaff of the
Bank; Chief Financial Officer of Blue Valley

Bruce A. Easterly ..., 50 Executive Vice President — Chief Lending Offioéthe Bank

Bonnie M. McConnaughy........................ 50 Senior Vice President — Operations of the Bank

Available Information

Our website address tp://www.bankbv.com Information included or referred to on our wébss not
incorporated by reference in or otherwise a pathif report. Financial information, including camnual reports
on Form 10-K, quarterly reports on Form 10-Q, anteadments to those reports can be obtained frehafe
from our website. These reports are available vnwebsite as soon as reasonably practicable #fegr are
electronically filed with or furnished to the Seitims Exchange Commission (SEC). These reportsaise
available on the SEC’s website_at http://www.seg.go

Regulation and Supervision

Blue Valley and its subsidiaries are extensivelgutated under both federal and state laws. Laws an
regulations to which Blue Valley and the Bank aubjsct govern, among other things, the scope ofbss,
investments, reserve levels, capital levels retativ operations, the nature and amount of collaferdoans, the
establishment of branches, mergers and consolidatiod the payment of dividends. These laws agdlatons
are intended primarily to protect depositors, notkholders. Any change in applicable laws or ratiohs may
have a material effect on Blue Valley’s business prospects, and legislative and policy changes afifegt Blue
Valley's operations. Blue Valley cannot predice thature or the extent of the effects on its bussirend earnings
that fiscal or monetary policies, economic contarisiew federal or state legislation may have énftiure.

The following references to statutes and regulatiafiecting Blue Valley and the Bank are brief suames
only and do not purport to be complete and areifiggiiin their entirety by reference to the statusad regulations.



Applicable Legislation

The enactment of the legislation described belosvdignificantly affected the banking industry gextigrand
will have an on-going effect on Blue Valley andstsbsidiaries.

Emergency Economic Stabilization Act of 2008. The Emergency Economic Stabilization Act of 2008
(“"EESA”") was signed into law on October 3, 2008hisTlegislation was principally designed to alloke tU.S.
Treasury Department (the “Treasury”) and other gowvent agencies to take action to restore liquiditgl stability
to the U.S. financial system. This legislationhmuwized the Treasury through the Troubled AsseteR&rogram
(the “TARP™) to purchase from financial instituti®rand their holding companies up to $700 billionmiortgage
loans and certain other financial assets, includielgt and equity securities issued by financiditunsons and their
holding companies. The Treasury allocated $29bito the TARP Capital Purchase Plan program {@eP”).
The CPP is designed to attract broad participatipinealthy institutions, to stabilize the financgistem, and to
increase lending for the benefit of the U.S. ecopoms part of the CPP, the Treasury purchased aethtequity
securities from participating institutions. Qftialil participants may sell an equity interest te Twreasury up to 3%
of its risk-weighted assets. These equity instmisieconstitute Tier 1 Capital for eligible instituis. The
Company’s Board of Directors approved the Compapsgisicipation in the program, and the Company rexténto
a Securities Purchase Agreement — Standard Terr@eoember 5, 2008. Pursuant to the agreemenGahgany
issued and sold to the Treasury 21,750 sharesxetifRate Cumulative Perpetual Preferred Stockgakdth a ten
year warrant to purchase 111,083 shares of the @oyfpcommon stock, for a total cash price of $23In¥llion.
Under the terms of the CPP, the Company is pradbitvithout the consent of the Treasury, from d&ugor
paying a common stock dividend in an amount grethtem the amount of the last quarterly cash divideer share
declared prior to October 14, 2008. Furthermore,lang as the preferred stock issued to the Trgasur
outstanding, dividend payments and repurchasesdemmptions relating to certain equity securitiess @rohibited
until all accrued and unpaid dividends are paidpoeferred stock, subject to certain limited exaapdi For
additional information, see the liquidity and capitesources section under Managements Discusai\aalysis
of Financial Condition and Results of Operation.

As part of the EESA, the FDIC's insurance coverémedeposits increased to $250,000 effective thhoug
December 31, 2013. Further, the FDIC establishediemporary Liquidity Guarantee Program whichdsighed
to encourage confidence and liquidity in the bagksgstem. The program has two primary componémesPebt
Guarantee Program and Transaction Account Guar&rtgam. Eligible entities generally are partgifs unless
they exercise an opt-out right in a timely manner.

Under the Debt Guarantee Program, the FDIC guagartertain senior unsecured debt of eligible bathikits
and certain holding companies issued on or aftapléd 14, 2009 through June 30, 2009. The debtagtee
coverage limit is generally 125% of an eligibleigtd eligible debt as of September 30, 2008, withonrefundable
fee of 75 basis points (annualized) for covered debstanding. The guarantee was originally effecthrough the
earlier of the maturity date or on June 30, 20W2der a four month extension of the program apptdvay 2009,
participating entities that issued debt on or befépril 1, 2009 were permitted to participate ire txtended
program without application to the FDIC and pagating entities that had not issued such debt befpril 1, 2009
could upon approval from the FDIC. As a result,salch participating entities were permitted toues$-DIC-
guaranteed debt until October 31, 2009, which wdddguaranteed through the earlier of mandatoryersion
date, maturity date, or December 31, 2012. TheCFlRds also established a limited six-month emengéanility.
Under this facility, participating entities can &pfo issue FDIC guaranteed senior unsecured deingithe period
October 31, 2009 through April 30, 2010 to be goteed through December 31, 2012. For approvedcamms,
fees of at least 300 basis points would be assignethse-by-case basis. The Company and the Bztel o not
participate in the Debit Guarantee Program.

The Transaction Account Guarantee Program providdscoverage of non-interest bearing transaction
accounts at participating insured depository ingstihs, regardless of the dollar amount. The Taatisn Account
Guarantee Program originally was effective throbgitember 31, 2009. This program was extended ghrdune
30, 2010 if opted by the participating entity. &icial institutions participating in the Transantidccount
Guarantee Program were assessed a fee of tenpméisis (annualized) on the balance of each covacedunt in
excess of $250,000 through December 31, 2009 &wdofel5 to 25 basis points (annualized) on thartza of each

10



covered account in excess of $250,000 through 3e2010 depending on the risk category assignethedo
institution. The Bank has opted to continue #stigipation in the Transaction Account GuarantesgPam.

USA PATRIOT Act. The Uniting and Strengthening America by Providiygpropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (USATRIOT Act) was signed into law on October 26, 200his
legislation enhances the powers of domestic lavoreefnent organizations and makes numerous othergeka
aimed at countering the international terrorise#itrto the security of the United States. Titleoflthe legislation
most directly affects the financial services indystlt is intended to enhance the federal govemtaeability to
fight money laundering by monitoring currency tractions and suspicious financial activities. Th&AU
PATRIOT Act has significant implications for depimsy institutions involved in the transfer of moneynder the
USA PATRIOT Act, a financial institution must estsh due diligence policies, procedures, and cdstro
reasonably designed to detect and report moneyd&ing through correspondent accounts and privatikihg
accounts. Financial institutions must follow regfidns adopted by the Treasury to encourage finhimgtitutions,
their regulatory authorities, and law enforcemeumtharities to share information about individuadstities, and
organizations engaged in or suspected of engagingrrorist acts or money laundering activitiesinaRcial
institutions must follow regulations setting forthinimum standards regarding customer identificatiohhese
regulations require financial institutions to implent reasonable procedures for verifying the idigiofi any person
seeking to open an account, maintain records oihfbemation used to verify the person’s identiaynd consult lists
of known or suspected terrorists and terrorist pizgtions provided to the financial institution lggpvernment
agencies. Every financial institution must estblanti-money laundering programs, including theettgoment of
internal policies and procedures, designation obmpliance officer, employee training, and an iretefent audit
function.

Gramm-Leach-Bliley Act. The Gramm-Leach-Bliley Act was signed into law Movember 12, 1999. This
major banking legislation expands the permissilivities of bank holding companies by permittifgemn to
engage in activities, or affiliate with entitiesatrengage in activities, that are "financial inunat" Activities that
the Act expressly deems to be financial in natoofude, among other things, securities and ins@amclerwriting
and agency, investment management and merchantingankhe Federal Reserve and the U.S. Treasury
Department, in cooperation with one another, datemvhat additional activities are “financial intnee.” With
certain exceptions, the Gramm-Leach-Bliley Act &y expands the authorized activities of subsidi of
national banks. The provisions of the Gramm-LeBtkey Act authorizing the expanded powers becafifectéve
March 11, 2000.

Bank holding companies that intend to engage iivities that are “financial in nature” must eleotltecome
“financial holding companies.” Financial holdingrapany status is only available to a bank holdimgpgany if all
of its affiliated depository institutions are “wethpitalized” and “well managed,” based on applieatanking
regulations, and have a Community Reinvestmentrdtatg of at least “a satisfactory record of megommunity
credit needs.” Financial holding companies and bamliay continue to engage in activities that ararfaial in
nature only if they continue to satisfy the welpitalized and well managed requirements. Bankihgldompanies
that do not elect to be financial holding comparieshat do not qualify for financial holding compastatus may
engage only in non-banking activities deemed “dioselated to banking” prior to adoption of the @na-Leach-
Bliley Act. Blue Valley voluntarily terminated itstatus as a financial holding company in June 2888he
Company was no longer engaged in activities puttsiaetme Bank Holding Company Act.

The Act also calls for "functional regulation" dhéncial services businesses in which functionedigulated
subsidiaries of bank holding companies will continia be regulated by the regulator that ordindrdg supervised
their activities. As a result, state insuranceutatprs will continue to oversee the activitiesrefurance companies
and agencies, and the Securities and Exchange Gsiomiwill continue to regulate the activities obker-dealers
and investment advisers, even where the companiggemcies are affiliated with a bank holding compaFederal
Reserve authority to examine and adopt rules réggfdnctionally regulated subsidiaries is limited.

The Gramm-Leach-Bliley Act imposed an “affirmatiaed continuing” obligation on all financial service
providers (not just banks and their affiliatessédeguard consumer privacy and requires federastate regulators,
including the Federal Reserve and the FDIC, tobdista standards to implement this privacy obligatioWith
certain exceptions, the Act prohibits banks fromscltising to non-affiliated parties any non-publiergpnal
information about customers unless the bank hagiged the customer with certain information and ¢histomer
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has had the opportunity to prohibit the bank frdmarsg the information with non-affiliates. Thewgrivacy
obligations became effective July 1, 2001.

The Gramm-Leach-Bliley Act has been and may coetittube the subject of extensive rule making byifad
banking regulators and others.

Sarbanes-Oxley Act. The Sarbanes-Oxley Act, signed into law in 20fddresses issues related to corporate
governance of publicly traded companies. Sarb&nhdsy Act requires, among other items, certificatiof the
quality of financial reporting by the Chief Exeadi Officer and Chief Financial Officer, enhanced dimely
disclosure of financial reporting and it strengthéhe rules regarding auditor and audit committekependence.
Certain provisions of the Sarbanes-Oxley Act weffeciive immediately and others became effectiveas in
process of becoming effective through Securities Bxchange Commission rules. The Company was cutgjell
provisions during 2009 with the exception of thelitar's attestation on internal control over finaaeporting.
The Company will be subject to this provision inlRQunless the effective date is further extend€de Company
anticipates continued future expenditures in otdeomply with the provisions of the Sarbanes-Oxey.

Bank Holding Company Regulation

Blue Valley is a registered bank holding companlyject to periodic examination by the Federal Resemd
required to file periodic reports of its operati@ml such additional information as the FederabResmay require.

I nvestments and Activities. A bank holding company must obtain approval fittin Federal Reserve before:

» Acquiring, directly or indirectly, ownership or dool of any voting shares of another bank or baokling
company if, after the acquisition, it would own antrol more than 5% of the shares of the bankamkb
holding company (unless it already owns or contitedsmajority of the shares);

» Acquiring all or substantially all of the assetsaobther bank or bank holding company; or
e Merging or consolidating with another bank holdamgnpany.

The Federal Reserve will not approve any acquisitioerger or consolidation that would have a sutbistdy
anticompetitive result unless the anticompetitifieas of the proposed transaction are clearly eighed by a
greater public interest in meeting the conveniesmog needs of the community to be served. The Be&erserve
also considers capital adequacy and other finaaaidlmanagerial factors in reviewing acquisitionsnergers.

With certain exceptions, a bank holding comparslse prohibited from:

» Acquiring or retaining direct or indirect ownershop control of more than 5% of the voting sharesioy
company that is not a bank or bank holding compang;

« Engaging, directly or indirectly, in any busines$ises than that of banking, managing and controlbiagks or
furnishing services to banks and their subsidiaries

Bank holding companies may, however, engage inmlesases found by the Federal Reserve to be “finkincia
nature,” as described above. Finally, subjectettain exceptions, the Bank Holding Company Act, @hange in
Bank Control Act, and the Federal Reserve’s implaing regulations, require Federal Reserve apprptial to
any acquisition of “control” of a bank holding coary, such as Blue Valley. In general, a persocoonpany is
presumed to have acquired control if it acquire% I the outstanding shares of a bank or bank hgldompany
and is conclusively determined to have acquiredrobif it acquires 25% or more of the outstandsitares of a
bank or bank holding company.

Source of Strength. The Federal Reserve expects Blue Valley to aa asurce of financial strength and
support for the Bank and to take measures to presand protect the Bank in situations where aduttio
investments in the Bank may not otherwise be wéehn The Federal Reserve may require a bank hpldin
company to terminate any activity or relinquish ttohof a non-bank subsidiary (other than a nonkbsubsidiary
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of a bank) upon the Federal Reserve’s determinatiah the activity or control constitutes a serigisk to the
financial soundness or stability of any subsididgpository institution of the bank holding companifurther,
federal bank regulatory authorities have additiatiatretion to require a bank holding company teesl itself of
any bank or non-bank subsidiary if the agency deters that divestiture may aid the depository fngtn’s
financial condition. As of December 31, 2009, BVEZapital Trust Il and BVBC Capital Trust Il are &
Valley’s only active direct subsidiaries that am# hanks.

Capital Requirements. The Federal Reserve uses capital adequacy gueddl its examination and regulation
of bank holding companies and banks. If the chgdls below minimum guideline levels, a bank Halgl
company, among other things, may be denied apprwvalcquire or establish additional banks or nomkba
businesses. The Federal Reserve’s capital guaeéstablish a risk-based requirement expressegpaxentage of
total risk-weighted assets and a leverage requinemepressed as a percentage of total averagesastbée risk-
based requirement consists of a minimum ratio @ toapital to total risk-weighted assets of 8%ywbich at least
one-half must be Tier 1 capital (which consistaigipally of stockholders’ equity with adjustments flisallowed
deferred tax assets). The leverage requiremerdistsrof a minimum ratio of Tier 1 capital to totalerage assets
of 4%.

The risk-based and leverage standards presenttyluséhe Federal Reserve are minimum requiremamnis,
higher capital levels may be required if warrandthe particular circumstances or risk profilesimdividual
banking organizations. Further, any banking orzaion experiencing or anticipating significant gtb would be
expected to maintain capital ratios, including thtegcapital positions, which is Tier 1 capitaldeall intangible
assets, well above the minimum levels.

Dividends. The Federal Reserve has issued a policy statecomeerning the payment of cash dividends by
bank holding companies. The policy statement plesithat a bank holding company experiencing egsnin
weaknesses should not pay cash dividends exceédimgt income or which could only be funded in wadlat
weakened the bank holding company’s financial heaitich as by borrowing. The Federal Reserve assgsses
enforcement powers over bank holding companiestagid non-bank subsidiaries to prevent or remedipas that
represent unsafe or unsound practices or violatidrepplicable statutes and regulations. Amongdahgowers is
the ability to proscribe the payment of dividengdanks and bank holding companies. As a resunhaigreement
with the Federal Reserve Bank and the Office of $itete Banking Commissioner of Kansas, prior regwa
approval is currently required prior to the paymefnany dividends by the Company or Bank.

Under the terms of the Capital Purchase Plan,ddoisg as any preferred stock issued under the I@RRins
outstanding, the Company is prohibited from denfardr paying a common stock dividend in an amougstaigr
than the amount of the last quarterly cash dividpad share declared prior to October 14, 2008 withbe
Treasury’s consent. Furthermore, as long as théeped stock issued to the Treasury is outstandingdend
payments and repurchases or redemptions relatimgrtain equity securities are prohibited until aticrued and
unpaid dividends are paid on preferred stock, suiie certain limited exceptions. At the requekthe Federal
Reserve Bank of Kansas City, the Company notifredreasury of its intention to defer the quart@dyment on
the preferred shares due to the Treasury on May@d®9, August 15, 2009, November 15, 2009 and Redprib,
2010. Failure to pay the Preferred Share dividembt an event of default. However, a failurg&y a total of six
Preferred Share dividends, whether or not consesugiives the holders of the Preferred Sharesiti to elect
two directors to the Company’s Board of Directof$at right would continue until the Company payslaidends
in arrears. The Company has accrued for the didgleand has every intention to bring the obligatiarrent as
soon as permitted. For additional information, geliquidity and capital resources section uridenagement’s
Discussion and Analysis of Financial Condition &ekults of Operation.

Bank Regulations

The Bank operates under a Kansas state bank chades subject to regulation by the Office of 8tate Bank
Commissioner and the Federal Reserve Bank. Thedddf the State Bank Commissioner and the FedReakrve
Bank regulate or monitor all areas of the Bank’sragions, including capital requirements, issuaotetock,
declaration of dividends, interest rates, depositsprd keeping, establishment of branches, adguisi mergers,
loans, investments, borrowing, information techggland employee responsibility and conduct. Thic®ff the
State Bank Commissioner places limitations on ## of the Bank, including the issuance of cdpitates or
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debentures and the holding of real estate and pairpooperty, and requires the Bank to maintaierain ratio of
reserves against deposits. The Office of the Bat&k Commissioner requires the Bank to file a reponually, in
addition to any periodic report requested.

The Board of Directors of Blue Valley Ban Corp. aitsl wholly owned subsidiary, Bank of Blue Valley,
entered into a written agreement with the FedeedelRre Bank of Kansas City as of November 4, 2008is
agreement was a result of an examination that wampleted by the regulators in May 2009, and relptesarily to
the Bank’s asset quality. Under the terms of tire@ment, the Company and the Bank agreed, ambieg things,
to submit an enhanced written plan to strengtheditrisk management practices and improve the Bapdsition
on past due loans, classified loans, and otherestate owned; review and revise its allowancddan and lease
loss methodology and maintain an adequate allowfordean loss; maintain sufficient capital at empany and
Bank level; and improve the Bank’s earnings andaVeondition. The Company and Bank have alseagmot to
increase or guarantee any debt, purchase or redagrshares of stock, or declare or pay any dividemithout
prior written approval from the Federal ReservelBaRrogress on these items has been made sincent@etion
of the examination and management and the Boambrsmitted to resolving all of the items addressgdhe
regulators in the agreement. The Board of Directoelieves the enhanced procedures contemplatetheby
agreement will be beneficial to the Bank’s futupemtions and success.

Deposit Insurance. The FDIC, through its Deposit Insurance Funduyiies the Bank’s deposit accounts up to
the applicable limits of the FDIC. In October 20@& part of the Emergency Economic Stabilizatian, Ahe
FDIC's insurance coverage for deposits temporanityeased from $100,000 to $250,000 through DecerBbge
2013. The FDIC bases deposit insurance premiumsach FDIC-insured institution based on the peezkirsk
each bank presents to its Deposit Insurance Fugekh institution is assigned to one of the fouk dategories
based on its capital, supervisory ratings and dtheors. Under the FDIC's risk-based assessmdes reffective
April 1, 2009, assessment rates range from 7 tbasds points for Risk Category I, 17 to 43 basimfsdfor Risk
Category 1l, 27 to 58 basis points for Risk Catggidl, and 40 to 77.5 basis points for Risk Categbf. Rates
increase three basis points effective January 11.20n addition to deposit insurance premiumstitugons also
pay an assessment based on insured deposits twesatebt issued by the Financing Corporation (FICO
assessment), a federal agency established to éntecrecapitalization of the former Federal Sawiagd Loan
Insurance Corporation. For the fourth quarterisdfdl year 2009, the annual rate for this assessween 1.02 basis
points for each $100 in domestic deposits. FIG8easment rate is adjusted quarterly to reflechggm in the
assessment bases of the fund and the rate adjosie@6 basis points for the first quarter 201the FDIC may
terminate the deposit insurance of any insured sigpy institution if the FDIC determines, aftehaaring, that the
institution has engaged or is engaging in unsafeinmound practices, is in an unsafe or unsound itomdo
continue operations or has violated any applickbe regulation, order, or any condition imposedititing by, or
written agreement with, the FDIC. The FDIC mayoasispend deposit insurance temporarily duringhthering
process for a permanent termination of insurantieeifinstitution has no tangible capital. Managehie not aware
of any activity or condition that could result grmination of the deposit insurance of the Bank.

The FDIC adopted the final rule on May 22, 2009inpose a special assessment to rebuild the Deposit
Insurance Fund and help maintain the public confidein the banking system. The FDIC imposed a lfiasis
point special assessment on each FDIC-insured depo#stitution’s assets less its Tier | capigs of June 30,
2009 (not to exceed 10 basis points of the ingitle assessment base for second quarter 2009phwihias
collected on September 30, 2009. The Bank recoadegkpense of $364,000 for this special assessasaritJune
30, 2009.

Capital Requirements. The FDIC has established the following minimurpita standards for state-chartered,
insured non-member banks, such as the Bank: lgjesage requirement consisting of a minimum rafidier 1
capital to total average assets of 4%; and (lkabéased capital requirement consisting of a minimmatio of total
capital to total risk-weighted assets of 8%, atsteane-half of which must be Tier 1 capital. Thespital
requirements are minimum requirements, and highpital levels may be required if warranted by tlagtipular
circumstances or risk profiles of individual ingtibns.

Tier 1 capital generally consists of equity capaald non cumulative perpetual preferred stock, sidili for

such items as net unrealized gains (losses) orlaaiaifor-sale securities, disallowed deferred #ssets and
disallowed servicing assets. Total risk-basedtahponsists of Tier 1 capital (as defined above} mllowance and
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loan losses up to a maximum of 1.25% of risk-wedghtassets and certain permanent and maturing kcapita
instruments that do not qualify as Tier 1 capital.

The federal banking regulators also have broad pdwetake “prompt corrective action” to resolve the
problems of undercapitalized institutions. Theeexiof the regulators’ powers depends upon whetieenstitution
in question is “well capitalized,” “adequately ciglized,” “undercapitalized,” “significantly undeapitalized” or
“critically undercapitalized.” Under the prompt cective action rules, an institution is:

*  “Well capitalized” if the institution has a totdakk-based capital ratio of 10% or greater, a Tieisk-based
capital ratio of 6% or greater, and a leveragerati5% or greater, and the institution is not sabjo an
order, written agreement, capital directive, orrppd corrective action directive to meet and mamtai
specific capital level for any capital measure;

« “Adequately capitalized” if the institution hasatal risk-based capital ratio of 8% or greater,jex T risk-
based capital ratio of 4% or greater, and a leveratjo of 4% or greater;

* “Undercapitalized” if the institution has a totégk-based capital ratio that is less than 8%, a Tiesk-
based capital ratio that is less than 4%, or arégeeratio that is less than 4%;

» “Significantly undercapitalized” if the institutiohas a total risk-based capital ratio that is tess 6%, a
Tier 1 risk-based capital ratio that is less thé@) 8r a leverage ratio that is less than 3%; and

» “Critically undercapitalized” if the institution Isaa ratio of tangible equity to total assets teaqual to or
less than 2%.

The federal banking regulators must take promptentive action with respect to capital deficientitutions.
Depending upon the capital category to which atitirten is assigned, the regulators’ correctivevpes include:

» Placing limits on asset growth and restrictionsdtivities, including the establishment of new lofzes;

* Requiring the institution to issue additional cap#tock (including additional voting stock) orlie acquired,;

e Restricting transactions with affiliates;

* Restricting the interest rate the institution may pn deposits;

* Requiring that senior executive officers or direstoe dismissed,

* Requiring the institution to divest subsidiaries;

» Prohibiting the payment of principal or interestsubordinated debt; and

» Appointing a receiver for the institution.

Companies controlling an undercapitalized institatare also required to guarantee the subsidiatitution’s
compliance with the capital restoration plan subfjean aggregate limitation of the lesser of 5%hef institution's
assets at the time it received notice that it wadetcapitalized or the amount of the capital deficy when the

institution first failed to meet the plan. The FedeDeposit Insurance Act generally requires thpaitment of a
conservator or receiver within 90 days after atitution becomes critically undercapitalized.

As of December 31, 2009, the Bank had capital oees of the regulatory requirements for a “wellizdiged”
institution.

Federal Deposit Insurance Corporation |mprovement Act. The Bank, having over $500 million in total assets
is subject to requirements of Section 112 of théelfal Deposit Insurance Corporation Improvement (&&ICIA
112). The primary purpose of FDICIA 112 is to paeia framework for early risk identification in &incial
management through an effective system of intezoatrols. Annual reporting requirements under HBI@re as
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follows: (1) annual audited financial statemerf®y; Management report stating management’s respititsifor
preparing the institution’s annual financial stagets, establishing and maintaining an adequatenaiteontrol
structure and procedures for financial reporting &r complying with laws and regulations, and assgent by
management of the institution’s compliance with lrsuaws and regulations; and (3) For insured depnsit
institutions with consolidated total assets ovelO3dillion or more, the independent public acconhtaho audits
the institution’s financial statement’s shall examiattest to, and report separately on the assasfimanagement
concerning the effectiveness of the institutiom®inal control structure and procedures for fitgneporting.

Insder Transactions. The Bank is subject to restrictions on extensisinsredit to executive officers, directors,
principal stockholders or any related interesthaelse persons. Extensions of credit must be madelmstantially the
same terms, including interest rates and collatsahe terms available for third parties and mastinvolve more
than the normal risk of repayment or present atidaivorable features. The Bank is also subjelgrtding limits and
restrictions on overdrafts to these persons.

Community Reinvestment Act Requirements. The Community Reinvestment Act (CRA) of 1977 ilieggithat, in
connection with examinations of financial instituts within their jurisdiction, the federal bankinggulators must
evaluate the record of the financial institutionsmeeting the credit needs of their local commaesijtincluding low
and moderate income neighborhoods, consistenttivttsafe and sound operation of those banks. Theg®s are
also considered in evaluating mergers, acquisitaon applications to open a branch or facility. itthmost recent
CRA examination dated June 2, 2008, the Bank redeawrating of “Satisfactory.”

State Bank Activities. With limited exceptions, FDIC-insured state bariike the Bank, may not make or retain
equity investments of a rate or in an amount thatat permissible for national banks and also mayengage as a
principal in any activity that is not permitted famational bank or its subsidiary, respectivehless the bank meets,
and continues to meet, its minimum regulatory edpéquirements and the FDIC determines that tkigitscwould
not pose a significant risk to the deposit insueaionid of which the bank is a member.

Regulations Governing Extensions of Credit. The Bank is subject to restrictions on extenswingredit to Blue
Valley and on investments in Blue Valley’'s secastiand using those securities as collateral fonsloaThese
regulations and restrictions may limit Blue Vallewbility to obtain funds from the Bank for its saseds, including
funds for acquisitions and for payment of dividenioigerest and operating expenses. Further, thek Bbolding
Company Act and Federal Reserve regulations prohibank holding company and its subsidiaries femgaging in
various tie-in arrangements in connection with esiens of credit, leases or sales of property arighing of services.

Reserve Requirements. The Federal Reserve requires all depositorytinigtns to maintain reserves against their
transaction accounts. For net transaction accanr2®10, the first $10.7 million, up from $10.3llion in 2009, is
exempt from reserve requirements. A three percesdrve ratio will be assessed on net transactoouats over
$10.7 million up to and including $55.2 million, épm $44.4 million in 2009. A ten percent resergto is assessed
on net transaction accounts in excess of $55.2omi(subject to adjustment by the Federal ReserJdje balances
maintained to meet the reserve requirements impbsethe Federal Reserve may be used to satisfydifgu
requirements.

Other Regulations

Interest and various other charges collected otraoted for by the Bank are subject to state utamgs and
other federal laws concerning interest rates. Baek’s loan operations are also subject to fedaras applicable
to credit transactions. The Federal Truth in Lagdhct governs disclosures of credit terms to camsuborrowers.
The Home Mortgage Disclosure Act of 1975 requiriearfcial institutions to provide information to da the
public and public officials to determine whethefirgancial institution is fulfilling its obligatiorto help meet the
housing needs of the community it serves. The EGuadit Opportunity Act prohibits discriminatiomdhe basis
of race, creed or other prohibited factors in edieg credit. The Fair and Accurate Credit Transast Act of 2003
governs the use and provision of information toditreeporting agencies. This act also requiresrfoial
institutions to establish reasonable procedureganitifying identity theft. The Fair Debt Collesti Act governs
the manner in which consumer debts may be colldeyerbllection agencies. The various federal agsncharged
with the responsibility of implementing these fealdaws have adopted various rules and regulatidrte deposit
operations of the Bank are also subject to the (Righ-inancial Privacy Act, which imposes a dutyntaintain
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confidentiality of consumer financial records andestribes procedures for complying with administeat
subpoenas of financial records, the Electronic Buhichnsfer Act, and Regulation E issued by the Fédeeserve
to implement that Act, which govern automatic dégsoso and withdrawals from the use of ATMs andeoth
electronic banking services.

ltem 1A: Risk Factors

Making or continuing an investment in securitiesisd by Blue Valley Ban Corp. involves certain ttisit you
should carefully consider. The risks and unceti@sndescribed below are not the only risks thay fave a
material adverse effect on the Company and theyar@ecessarily presented in order of significan&editional
risks and uncertainties also could adversely aftscbusiness and financial results. If any of thikowing risks
actually occur, our business, financial conditiorresults of operations could be negatively affé@ad the market
price of the Blue Valley Ban Corp. stock could deel Further, to the extent that any of the infation contained
in this Annual Report on Form 10-K constitutes fardrlooking statements, the risk factors set fbdtow also are
cautionary statements identifying important facttivat could cause the Company’s actual resultsifferdrom
those expressed in any forward-looking statements.

Difficult market conditions have adversely affedieel Company’s industry and may continue to atfestindustry.

We are particularly exposed to downturns in the. Wedl estate market. Dramatic declines over trst fveo
years in the housing market, with falling home esic increasing foreclosures, unemployment and wnder
employment, have negatively impacted the credifoperance of mortgage loans and resulted in siggnifiavrite-
downs of asset values by financial institutiongluding government-sponsored entities, major corsrakrand
investment banks, and regional financial institasicuch as our Company. Many lenders and institatiinvestors
have reduced or ceased providing funding to borrswiacluding to other financial institutions, agesult of the
concern regarding the stability of the financialrkeds and the strength of counterparties. Thiskataurmoil and
tightening of credit have led to an increased lesfetommercial and consumer delinquencies, lackafsumer
confidence, increased market volatility and widespr reduction of business activity generally. Arseming of
these conditions would likely exacerbate the adveffects of these difficult market conditions anand others in
the financial institutions industry, and could fiet negatively affect the Company’s financial resul

Our loan portfolio is concentrated in real estaendling, which has made and will make our loan pticfmore
susceptible to credit losses in the current reddiesmarket.

In 2008 and continuing into 2009, the new home estdte market in our geographic market area detli©ur
loan portfolio has a concentration in real estatestruction, land development loans, and commereiall estate
loans, most of which are located in our market afd&e have a heightened exposure to credit lossgariay arise
from this concentration as a result of the downfarthe real estate market and general economya #esult, our
non-performing assets and allowance for loan lossagased substantially during 2008 and 2009théf current
economic environment continues for a prolongedagukoif time or deteriorates further, collateral wumay further
decline and may result in increased credit losséisdse loans and additional loan foreclosures.

Current levels of market volatility.

The capital and credit markets have been experignsignificant volatility and disruption over thast two
years. In certain cases, this volatility has reslin downward pressure on stock prices and ceaditlability for
certain issuers without regard to those issuerdetlging financial strength. If current levels wiarket volatility
and disruption continue or worsen, there can bassurance that we will not experience an adverfsetein our
ability to access capital, if needed or desired, @mour business, financial condition and resufitsperation.

Our future ability to raise capital may be limited.
Our ability to raise capital in the current econorand regulatory environment may be limited. Dgriiscal

year 2008, we completed a rights offering in whield sold $5.2 million worth of our common stock tertain
existing stockholders at a price of $18 per shdreaddition to the rights offering in 2008, we figipated in the
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U.S. Treasury’s CPP program. Through that programasury purchased 21,750 shares of the Comp&inesl
Rate Cumulative Perpetual Preferred Stock, SeriesThAis raised $21.75 million in additional capitaShould it
become necessary to raise capital, opportunitiel® teo will not be as readily identifiable, andlwkely be on less
favorable terms than those available in 2008.

Blue Valley and the Bank are subject to extensixemmental regulation.

Blue Valley and the Bank are subject to extensigeegnmental regulation. Blue Valley, as a bank mgd
company, is regulated primarily by the Federal Res@ank. The Bank is a commercial bank chartdredhe
State of Kansas and regulated by the Federal Resttiy Federal Deposit Insurance Corporation, hadXffice of
the State Banking Commissioner of Kansas (OSB)esg& federal and state bank regulators have tligyato
place significant regulatory and operational retiths upon Blue Valley and the Bank. Any suchtrietsons
imposed by federal and state bank regulators caffédt the profitability of Blue Valley and the BanBlue Valley
and the Bank entered into an agreement in Nover2®@® with the Federal Reserve Bank of Kansas Citkis
agreement was a result of an examination that wampleted by the regulators in May 2009, and relptesarily to
asset quality. Under the terms of the agreembeatCompany and the Bank agreed, among other thiogsibmit
an enhanced written plan to strengthen creditrriakagement practice and improve the Bank’s positiopast due
loans, classified loans, and other real estate dwneview and revise its allowance for loan andséedoss
methodology and maintain an adequate allowancdofmm loss; maintain sufficient capital at the Compand
Bank level; and improve the Bank’s earnings andaVeondition. The Company and Bank have alseagmot to
increase or guarantee any debt, purchase or redagrshares or stock, or declare or pay any divislemithout
prior written approval from the Federal Reserve Baifhe Company and the Bank have made progresbese
items since completion of the examination and tbarBs are committed to resolving all of the itemddrass by the
regulators in the agreement. If the Company anckBae not able to comply with the agreement, tbeyld be
subject to further regulatory enforcement action.

If we are unable to pay our Preferred Shares dinitlethe holder of the Preferred Shares may havetiaddl
rights.

Under the Capital Purchase Plan, failure to payRteferred Shares dividend is not considered antese
default. However, a failure to pay a total of Bireferred Share dividends, whether or not consesugives the
holder of the Preferred Shares the right to elect directors to the Company’s Board of DirectorBhat right
would continue until the Company pays all dividendsarrears. The Company has deferred PreferredeSh
dividends due on May 15, 2009, August 15, 2009, éxalver 15, 2009 and February 15, 2010. The Compasy
accrued for these dividends. At this time, the @any does not know when it will resume paying divids.

Our operations may be adversely affected if weuarable to maintain and increase our deposit base secure
adequate funding.

We fund our banking and lending activities primatihrough demand, savings and time deposits and, to
lesser extent, lines of credit, sale/repurchastitfas from various financial institutions, and de¥al Home Loan
Bank borrowings. The success of our business dispgnpart on our ability to maintain and increase deposit
base and our ability to maintain access to othedifig sources. Our inability to obtain fundingfamorable terms,
on a timely basis, or at all, would adversely dffaar operations and financial condition.

Changes in interest rates may adversely affecieannings and cost of funds.

Changes in interest rates affect our operatingop@idnce and financial condition in diverse ways. A
substantial part of our profitability depends oa tdifference between the rates we receive on laadsnvestments
and the rates we pay for deposits and other sowfcksds. Our net interest spread will dependrmany factors
that are partly or entirely outside our controlgliding competition, federal monetary and fiscaliges, and
economic conditions generally. Historically, neteirest spreads for many financial institutionsenaidened and
narrowed in response to these and other factorighvdre often collectively referred to as “intereste risk.” We
try to minimize our exposure to interest rate rislit are unable to eliminate it.
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Because our business is concentrated in the Ka@ggsMSA, a downturn in the economy of the Kansas lISA
may adversely affect our business.

Our success is dependent to a significant exteom tipe general economic conditions in the Kansas (@EA,
including Johnson County, Kansas, and, in partictie conditions for the small and medium-sizedihesses that
are the focus of our customer base. Further advelanges in economic conditions in the Kansas KiBA,
including Johnson County, Kansas, would impair ability to collect loans, reduce our growth rated drave a
negative effect on our overall financial conditioAdverse changes in the Kansas City MSA have djyreacurred
and a continued downturn in the general economigitions in the Kansas City MSA will continue tovieaan
adverse effect on our overall financial condition.

The continued slowdown in real estate sales andcaedise in residential real estate values withinmarket areas
have and may continue to affect our financial ctiodi

Non-performing assets and our provision for loassés and other real estate owned have increasedeaslt
of the downturn in economic conditions in the restiite market, continued slow down in home saftesdacline in
median home prices and newly constructed homes hblasing industry in the Midwest experienced ardam
during the last quarter of 2007 and continuing D02 reflecting, in part, decreased availability mbrtgage
financing for residential home buyers, reduced demfor new home construction resulting in over-dyppf
housing inventory and increased foreclosure ratéthese market conditions continue, or deterffarther, or if
these market conditions and slowing economy coatittunegatively impact the commercial non-resicdgmneal
estate market, our results of operations will canti to be adversely impacted because a signifjpamion of our
loans are secured by real estate in our markes.area

If our allowance for loan losses is insufficientabsorb losses in our loan portfolio, it will adgety affect our
financial condition and results of operations.

Some borrowers may not repay loans that we makgetn. This risk is inherent in the banking businekike
all financial institutions, the Company maintains alowance for loan losses to absorb probable losses in our
loan portfolio. The level of the allowance reflechanagement’s continuing evaluation of industnycemtrations,
specific credit risks, loan loss experience, curtean portfolio credit quality, economic and regfolry conditions
and unidentified losses inherent in the current Ipartfolio. However, we cannot predict loan lasaéth certainty,
and we cannot assure you that our allowance for losses will be sufficient to cover our futurendasses. Loan
losses in excess of our reserves would have arrsaledfect on our financial condition and resultoperations.
The loan loss provision related to loans securedday estate has increased. This increase is ut réfsthe
continued industry wide decline in the real estategket and general economy. If the trend is prgdohand losses
continue to increase, our results of operationslavoantinue to be negatively impacted by highenlasses.

In addition, various regulatory agencies, as aggral part of the examination process, periodicagiyiew our
loan portfolio. These agencies may require udtbta the allowance for loan losses based on jhegments and
interpretations of information available to themtla¢ time of their examinations. If these agencezgiire us to
increase our allowance for loan losses, our easnwitf be adversely affected in the period in whitle increase
occurs.

We may incur significant costs if we foreclose ovinmentally contaminated real estate.

If we foreclose on a defaulted real estate loaretmver our investment, we may be subject to enviental
liabilities in connection with the underlying readoperty. It is also possible that hazardous sultsts or wastes
may be discovered on these properties during oureoship or after they are sold to a third party.they are
discovered on a property that we have acquiredutiirdoreclosure or otherwise, we may be requirecetnove
those substances and clean up the property. Wehaay to pay for the entire cost of any removal ele@n-up
without the contribution of any other third partied/e may also be liable to tenants and other usfengighboring
properties. These costs or liabilities may exdbedfair value of the property. In addition, weyniand it difficult
or impossible to sell the property prior to or éalling any environmental clean-up.
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The loss of our key personnel could adversely taffecoperations.

We are a relatively small organization and depemdhe services of all of our employees. Our growti
development to date has depended in a large past few key employees who have primary responsibibir
maintaining personal relationships with our largasttomers. The unexpected loss of services ofoormore of
these key employees could have a material advdfset ®n our operations. Our key employees are Robe
Regnier, Mark A. Fortino, Bruce A. Easterly, andnae M. McConnaughy. Each of these persons isffaaeo of
the Bank. We do not have written employment or-compete agreements with any of these key employees
however, if employment was terminated, Mr. FortiMy, Easterly, and Ms. McConnaughy would all loseested
shares of Blue Valley Ban Corp. restricted stoclamed over the past three years as well as amawasded in
their Long-Term Retention Bonus Pools. Mr. Regni@uld lose unvested shares of Blue Valley Ban Corp
restricted stock awarded in 2009 as well as amaanegded in his Long-Term Retention Bonus Pool. daley a
$1 million “key person” life insurance policy oretfife of Mr. Regnier.

If we are not able to compete effectively in thghhyi competitive banking industry, our busines$ bel adversely
affected.

Our business is extremely competitive. Many of competitors are, or are affiliates of, enterpriges have
greater resources, name recognition and marke¢pceshan we do. Some of our competitors areetpilated as
extensively as we are and, therefore, may havetagrdkexibility in competing for business. Some thlese
competitors are subject to similar regulation bawénthe advantages of established customer bagésy tending
limits, extensive branch networks, numerous ATMs] enore ability to absorb the costs of maintairtechnology
or other factors.

Continued losses could erode our capital levels.

Our capital level at December 31, 2009 was aboee“tfell” capitalized level under regulatory defioits.
However, continued losses could cause our cagiteall lto fall to a level that is below the “well” mitalized level
under regulatory definitions. Failure to maintaiell capitalized status could result in adverseul&igry actions
against us, as well as jeopardize our ability tquire needed funding through sources such as ledkeeposits,
Federal Home Loan advances, or unsecured Federds faredit lines, and could damage our reputatioour
deposit markets, possibly resulting in deposit idesl that could decrease our liquidity. Additiosignificant
increases in our allowance for loan losses, sicguifi write-downs of assets, or other operatingel®ssould
decrease our capital levels further.

Confidential customer information transmitted thgbuthe Bank’s online banking service is vulnerableecurity
breaches and computer viruses, which could exgas8ank to litigation and adversely affect its riegion and
ability to generate deposits.

The Bank provides its clients with the ability t@rtk online. The secure transmission of confidential
information over the Internet is a critical elemefitonline banking. The Bank’s network could benarable to
unauthorized access, computer viruses, phishingnses and other security problems. The Bank magdpained to
spend significant capital and other resources dbept against the threat of security breaches antpater viruses,
or to alleviate problems caused by security bremdreviruses. To the extent that the Bank’s adtigitor the
activities of its clients involve the storage amensmission of confidential information, securityelches and
viruses could expose the Bank to claims, litigatioml other possible liabilities. Any inability tagvent security
breaches or computer viruses could also causeraxisiients to lose confidence in the Bank’s systeand could
adversely affect its reputation and its abilitygenerate deposits.

Recent legislative and regulatory initiatives todaeks these difficult market and economic conditiomy not
stabilize the U.S. financial system.

On October 3, 2008, the Emergency Economic Stalitim Act of 2008 (EESA) was signed into law. The
EESA authorizes the U.S. Treasury Department thrahg Troubled Asset Relief Program (TARP) to passh
from financial institutions and their holding cormpes up to $700 billion in mortgage loans and dertather
financial assets, including debt and equity sei@sritised by financial institutions and their hotddompanies. The
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Treasury allocated $250 billion to the TARP CapRakchase Plan Program. The program was designeitract
broad participation by healthy institutions, toksliae the financial system and to increase lendorghe benefit of
the U.S. economy. As part of the Capital PurctRls@, the U.S. Treasury purchased debit and egeityrities
from participating institutions. The Company beeaaparticipant in the Capital Purchase Programdoember
2008.

The EESA followed, and has been followed, by numsractions by the Federal Reserve, Congress, U.S.
Treasury, the Securities Exchange Commission amereto address the liquidity and credit crisiiede measures
include, but are not limited to, the homeowner iliify relief program which encourages loan resticg and
modification, action against short selling pradii@ad the Temporary Liquidity Guarantee Prograrher& can be
no assurance as to the actual impact these im@gtmay have on the financial markets. The failofréehese
initiatives to help stabilize the financial marketsd if the economy continues or worsens, our lassinfinancial
condition, results of operations, and market pofteur common stock could be adversely impacted.

ltem 1B: Unresolved Staff Comments

No items are reportable.

tem 2: Properties

The Bank currently operates five full service bagkcenters, which includes our principal officedted at 11935
Riley in Overland Park, Kansas, and operates onggange and operations center location. In Jan@ang, the
Company placed the 7900 College Boulevard locatiprfor sale or lease. The portions of these presnist
occupied by the Bank are leased to third parti€ke following table sets forth the locations of thenking and
mortgage centers, dates opened, mortgage indelstedired occupancy:

Mortgage Indebtedness

Location Year Occupied as of December 31, Occupancy
2009
Overland Park Banking Center
11935 Riley 80%
Overland Park, Kansas * 1994 None One sublease occupying 20%

Olathe Banking Center
1235 E. Santa Fe

Olathe, Kansas ** 2001 None 100%
Shawnee Banking Center
5520 Hedge Lane Terrace

Shawnee, Kansas ** 2001 None 100%

Mortgage and Operations

Center

7900 College Boulevard

Overland Park, Kansas * 2003 None 100%

Leawood Banking Center

13401 Mission Road 55%

Leawood, Kansas * 2004 None Four subleases occupying 45%

Lenexa Banking Center
9500 Lackman Road
Lenexa, Kansas ** 2007 None 100%

* The building is owned by Blue Valley Building Gmra subsidiary of the Bank as of March 31, 2009.
** The building is owned by the Bank.
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Item 3: Legal Proceedings

We are periodically involved in routine litigatiamcidental to our business. We are not a pargnip pending
litigation that we believe is likely to have a m#éadverse effect on our consolidated financtaldition, results of
operations or cash flows.

Item 4: Submission of Matters to a Vote of Secunt Holders

No matters were submitted to a vote of our stoals, through the solicitation of proxies or othiseyduring
the fourth quarter of the fiscal year covered hy thport.
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Part I

tem 5: Market for Registrant's Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Market for Common Stock

We are a reporting company under the Securitieh&xge Act of 1934, as amended, as a result ofsa tru
preferred securities offering we completed durinly 2000. Shares of our common stock have tragethe Over-
The-Counter Bulletin Board (OTCBB) since July 20@®er the symbol “BVBC.” As of January 31, 201tere
were approximately 314 stockholders of record aof @ammon stock. The following table sets forth ttigh and
low bid prices of the Company’'s common stock sitice first quarter of 2008 based on closing stodkepr
guotations provided byahoo.com These prices reflect inter-dealer prices, with@tiail mark-up, mark-down or
commission and may not necessarily represent araradactions.

2009 2008
Fiscal Quarte High Low High Low
First $ 250C $ 1005 $ 34.00 $ 31.0C
Secon 12.0C 7.50 34.0( 26.0(
Third 10.50 7.45 31.0¢ 25.0(
Fourtt 10.50 9.30 25.0( 15.0C

Dividends

Our board of directors declared cash dividendsusrcommon stock as follows:

Declaration Date Amount Per Share Record Date Pay Date
December 20, 20( $0.3¢ December 31, 20( January 31, 20(

The Company did not declare or pay a dividend 620

The Company’s consolidated net income consistelamgf the net income of the Bank, therefore, cility to
pay dividends on our common stock is subject tor¢foeipt of dividends from the Bank. The abilifytloe Bank to
pay dividends to us, and thus our ability to payidéinds to our stockholders, is regulated by fddesiaking laws.
In addition, as we elect to defer interest paymentsur outstanding junior subordinated debentaresdividends
on our Preferred Shares, we are prohibited froningagividends on our common stock during such daferAs a
result of an agreement with the Federal Reservek Bom more information see Regulatory Matters gectn
Management’'s Discussion and Analysis of Financiaihdition and Results of Operations), prior reguiato
approval is currently required prior to the paymehtany dividends by the Company or the Bank. Atfteat
agreement is terminated, our Board of Directordciustes the ability to declare future dividendspject to
limitations imposed by regulatory capital guidelrend approval, as permitted by the Company’s fattafity and
liquidity. The date for termination of that agresmhis not known. In addition, the Company is sabjo dividend
limitations as part of the Capital Purchase Plas long as any preferred stock issued under the (@RRins
outstanding, the Company is prohibited, without ¢h@sent of the Treasury, from declaring or payangpmmon
stock dividend. However, due to our lack of eagsimnd regulatory constraints the Company did agtg cash

dividend to our common stockholders in the fisazdng ended 2008 or 2009, nor do we know when weeglme
paying cash dividends.
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Item 6: Selected Financial Data

The following table presents our consolidated fmahdata as of and for the five years ended Deeersit,
2009, and should be read in conjunction with thesotidated financial statements and notes therem a
“Management’s Discussion and Analysis of Finandaindition and Results of Operations,” each of whigh
included elsewhere in this Form 10-K. The seleddements of financial condition and statemeftsyaome
data, insofar as they relate to the five yearshinfive-year period ended December 31, 2009, haen lnerived

from our audited consolidated financial statements.

As of and for the

Year Ended December 31,

2009 2008 2007 2006 2005
(In thousands, except share and per share data)
Selected Statement of Income Data
Interest income:
Interest and fees 0N 10aNS............coveceeeeeveeieerceseenene $ 33996 $ 41245 $ 47,194 $ 44537 $ 37,492
Federal funds sold and other short-term investment. 144 378 557 256 580
Available-for-sale securities ..............oommeevieieeniieennneens 1,943 3,375 4,466 4,039 2,317
Total INterest iNCOME .....ccvvvvveeiiiiir e 36,083 44,998 52,217 48,832 40,389
Interest expense:
Interest-bearing demand deposits .. 2,589 1,394 656 97 94
Savings and money market deposit accounts 490 2,402 6,362 4,356 3,861
Other time deposits .........ccccocvveiiiiereenieees 10,742 12,139 13,134 11,254 9,171
FUNAS DOMrOWEd ......ooeiiiiiieiie e 4,166 5,756 5,430 5,255 4,867
Total interest eXPENSE ........c.eevrveeeimmmemee e 17,987 21,691 25,582 20,962 17,993
Net interest income 18,096 23,307 26,635 27,870 22,396
Provision for loan losses 21,635 17,025 2,855 1,255 230
Net interest income (loss) after provision for
10AN [0SSES ...ooiiiiieiiie e e (3,539) 6,282 23,780 26,615 22,166
Non-interest income:
Loans held for sale fee income.............cccceeiiieeieiniiiinnen, 2,785 2,136 3,160 5,046 7,408
SEIVICE fEES...iiiiiiiiii e 3,250 3,299 2,830 2,491 2,166
Realized gains on available-for-sale securities................. 346 702 105 - -
Gain on settlement of litigation............cceeeeeei e - 1,000 - - -
Other income ........cccccoveveviineenns . 1,875 1,275 1,105 1,344 1,727
Total non-interest INCOME ..........ccooiiiimieeeieiiieeeeieeen. 8,256 8,412 7,200 8,881 11,301
Non-interest expense:
Salaries and employee benefits ... eeeiiieeeennns 12,272 12,500 13,570 14,737 15,986
Net OCCUPANCY EXPENSE.......cceeiierrrresimmmmmrneeeeenreereennnnes 2,811 3,144 3,200 3,059 3,307
Goodwill IMPAIMMENT........cciiiiiiiiieiie e - 4,821 - - -
Other operating eXPENSE ......cc.vveeeeiiieereammiiieee e siieeee e 12,758 8,304 7,447 6,578 6,841
Total non-interest expense........ 27,841 28,769 24,217 24,374 26,134
Income (loss) before income taxes ....... (23,124) (14,075) 6,763 11,122 7,333
Provision (benefit) for income taxes. . (8,514) (3,824) 2,275 4,199 2,764
Net iNCOME (I0SS)....cciuvviiiiieiiiee e e $ (14610) $ (10,251) $ 4,488 $ 6,923 $ 4,569
Per Share Data
BasiC €arniNgS .......ccccvieeeiiie et ceeeeeee e ee e $ 568 % (4.20) $ 1.86 $ 293 % 1.95
Diluted earnings ... e ——————— (5.68) (4.20) 1.84 2.88 1.91
DIVIAENAS. ...t 0.00 0.00 0.36 0.30 0.25
Book value basic (at end of period) .... 14.09 19.97 24.34 22.45 19.42
Weighted average common shares outstandlng
BASIC ..eeiiiiiiiii e e 2,754,419 2,438,809 2,410,621 2,365,932 2,348,805
DilULE ... 2,762,603 2,460,045 2,438,203 2,407,802 2,388,531
Dividend payout ratio 0.00% 0.00% 19.35% 10.23 % 12.82
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As of and for the
Year Ended December 31,

Selected Financial Condition Data

(at end of period):
Total available-for-sale SECUTItIES...........ueueevrvvivermmeniiiiiiinennns
Total mortgage loans held for sale ...
Total loans.............coeeeeeeiiiniiiie
Total assets.......
Total deposits.......
Funds borrowed ............
Total stockholders’ equity.............. .
Trust assets under administration ...........cceeeeeeeesimeveeeeesinenenn.

Selected Financial Ratios and Other Data:

Performance Ratios:
Net interest margin (1).......c..eeeeiiiimicmmmmeee e
Non-interest income to average assets..
Non-interest expense to average assets......ccceeeverneene
Net overhead ratio (2).........eveeeriiiiiieeiemiiee e
Efficiency ratio (3) .
Return on average assets (4).....ccccoeevvcieeeeeniiiinnneannns
Return on average equity (5) .....eveeviuvemmmmmmmeireeeee e

Asset Quality Ratios:
Non-performing loans to total loans ..........cccccceeeeieee.
Allowance for possible loan losses to:
Total [08NS......cciiiiiiiee e
Non-performing 10ans ............ccooviiiiimeee e
Net charge-offs to average total loans. .
Non-performing loans to total assets ........cccceeervveennne.

Balance Sheet Ratios:
LOANS t0 dEPOSIES......vvieriiiieiiiiieiieecmmeee e
Average interest-earning assets to average
interest-bearing liabilities .............cccccceeiiiiiiiiiniis

Capital Ratios:
Total equity to total aSSetS .........ccuvvvieeeccmriiiieeee e,
Total capital to risk-weighted assets ratio...
Tier 1 capital to risk-weighted assets ratia.
Tier 1 capital to average assets ratio.......
Average equity to average assets ratio

2009 2008 2007 2006 2005
(In thousands)
72,757 $ 68681 $ 76,653 $ 87,009 $ 99,987
8,752 8,157 10,978 21,805 13,906
554,111 662,401 596,646 528,515 503,143
773,967 815,700 736,213 692,219 689,589
590,110 600,868 536,370 535,864 529,341
118,208 135,129 134,942 96,577 104,394
60,603 76,439 58,934 53,820 46,255
121,418 112,688 104,167 104,445 93,988
2.42% 3.19% 3.95% 4.34% 3.50%
1.01 1.07 0.99 1.29 1.63
3.42 3.67 3.34 3.54 3.77
2.40 2.59 2.35 2.25 214
105.65 90.70 71.57 66.32 77.56
(1.79) (1.31) 0.62 1.00 0.66
(33.07) (17.53) 7.88 13.81 10.44
6.30% 6.54% 4.22% 1.31% 0.87%
3.61 1.87 151 1.16 1.33
57.33 28.54 35.65 88.16 153.27
2.30 2.16 0.06 0.35 0.17
451 531 3.42 1.00 0.63
93.90% 110.24% 111.24% 98.63% 95.05%
114.05 115.18 117.84 119.12 116.78
7.83% 9.37% 8.01% 7.77% 6.71%
12.54 13.82 11.53 12.47 12.04
11.26 12.57 10.28 11.33 10.25
9.07 11.50 9.86 10.29 8.86
8.47 7.66 7.85 7.27 6.31

(1) Netinterest income, on a full tax-equivaleasis, divided by average interest-earning assets.
(2) Non-interest expense less non-interest incarided by average total assets.
(3) Non-interest expense divided by the sum ofmtetrest income plus non-interest income.

(4) Netincome divided by average total assets.
(5) Netincome divided by average common equity.
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Item 7: Management’s Discussion and Analysis of Fancial Condition and Results of Operations

The following presents management’s discussion andlysis of our financial condition and results of
operations as of the dates and for the periodsateld. You should read this discussion in conjoncwith our
“Selected Consolidated Financial Data,” our comikd financial statements and the accompanyingsnand the
other financial data contained elsewhere in thi®re

This report contains forward-looking statementsimithe meaning of Section 21E of the Securitieshaxge
Act of 1934, as amended. The Company intends frelard-looking statements to be covered by the safbor
provisions for forward-looking statements contaimedhe Private Securities Litigation Reform Act1d95, and is
including this statement for purposes of those baf&or provisions. Forward-looking statementsicivfare based
on certain assumptions and describe future plarstegies and expectations of the Company, canrgiinde
identified by use of the words "anticipate," "bekg' "can," "continue,” "could," "estimate,” "exggc"intend,"
"may," "plan," "potential," "predict," "project,"should,"” "will," or the negative of these termsather comparable
terminology. The Company is unable to predict dlstual results of its future plans or strategiethwertainty.
Factors which could have a material adverse effadhe operations and future prospects of the Cagnpeclude,
but are not limited to, fluctuations in market st interest and loan and deposit pricing; inaptldo maintain or
increase deposit base and secure adequate furdoumtinued deterioration of general economic dioth or the
demand for housing in the Company's market aregsyidration in the demand for mortgage financiegjslative
or regulatory changes; regulatory action; continaederse developments in the Company's loan orsiment
portfolio; any inability to obtain funding on favadnle terms; the Company’s non-payment on TARP furdBrust
Preferred Securities; the loss of key personnghiitant increases in competition; potential umfieable results of
litigation to which the Company may become a paatyd the possible dilutive effect of potential asdgions or
expansions. These risks and uncertainties shauttbbsidered in evaluating forward-looking statets@md undue
reliance should not be placed on such statemem& operate in a very competitive and rapidly chaggi
environment. New risks emerge from time to timag & is not possible for us to predict all riskctars. Nor can
we address the impact of all factors on our busineshe extent to which any factor, or combinatéfactors, may
cause actual results to differ materially from #hesntained in any forward-looking statements.

Critical Accounting Policies

Please refer to Note 1 of our consolidated findrstEements where we present a listing and disouss our
most significant accounting policies. After a i of these policies, we determined that accountorgthe
allowance for loan losses and income taxes are ee@ecntical accounting policies because of the athdun
techniques used, and the sensitivity of certairarfaial statement amounts to the methods, as welihas
assumptions and estimates, underlying these pslicidccounting for these critical areas requires thost
subjective and complex judgments that could beestlp revision as new information becomes avaslabl

As presented in Note 1 and Note 3 to the cons@didinancial statements, the allowance for loarsdes
represents management’s estimate of probable domdies inherent in the loan portfolio as of théabee sheet
date. This evaluation is inherently subjectivatagquires estimates that are susceptible to fabgmit revision as
more information becomes available. The adequddhe allowance is analyzed monthly based on iatelwan
reviews and qualitative measurements of our loatf@dm. Management assesses the adequacy oflltheaace
for loan losses based upon a number of factorsdinad, among others:

» analytical reviews of loan loss experience intrefeship to outstanding loans and commitments;
» problem and non-performing loans and other loaasemting credit concerns;

e trends in loan growth, portfolio composition andhlity;

» appraisals of the value of collateral; and

* management’s judgment with respect to current @enn conditions and their impact on the existingrio
portfolio.

26



The Bank computes its allowance by assigning sige@ferves to impaired loans, plus a general vedeaised
on loss factors applied to the rest of the loartfplim. The specific reserve on impaired loangasnputed as the
amount of the loan in excess of the present valtleeoestimated future cash flows discounted atdha’s effective
interest rate, or based on the loan’s observabl&ehaalue or the fair value of the collateraltitloan is collateral
dependent. The general reserve loss factors agendeed based on such items as management's evaloétisk
in the portfolio, local economic conditions, andtbrical loss experience. The Bank has furtheineef its risk
grading system by developing associated reserverfafor each risk grade.

As discussed in Notes 1 and 12 of the consolidétethcial statements, the Company accounts fornreco
taxes in accordance with income tax accountingangd (ASC 740lncome Taxgs Current income tax expense
reflects taxes to be paid or refunded for the curperiod by applying the provisions of the enadtedlaw to the
taxable income or excess of deductions over revenueferred income taxes represent the expectedeftiax
consequences of events that have been recognizbd fmancial statements or income tax returnee Tompany
determines deferred income taxes using the lighitit balance sheet) method. Under this methagindt deferred
tax asset or liability is based on the tax effaaftghe differences between the book and tax basessets and
liabilities, and enacted changes in tax rates ang lare recognized in the period in which they accDeferred tax
assets are recognized if it is more likely than based on the technical merits, that the tax jposiill be realized
or sustained upon examination. The determinatfomh@ther or not a tax position has met the mdtelithan-not
recognition threshold considers the facts, circamsts and information available at the reportinte dend is
subject to the management’s judgment. Deferrecassets are reduced by a valuation allowance sedan the
weight of evidence available, it is more likely thaot that some portion or all of a deferred taseasvill not be
realized. The Company regularly monitors taxinghatities for changes in laws and regulations aneirth
interpretations of the judicial system.

Overview

2009 was another challenging year for the finans&bices industry as the general economy continaed
decline along with the continued industry wide dezlin the real estate market. The Company expegig a net
loss for 2009 due to a $21.6 million provision foan losses recorded as a result of the Bank furgfeing the
allowance for loan loss methodology to better wfilne inherent losses in the loan portfolio andesult of the
weakened economic conditions. The net interesgimagontinued to narrow as the prime lending ratelided
approximately 400 basis points during 2008, with b7 the 400 basis point decline occurring in tberth quarter
of 2008. As market interest rates have declinke,imterest rates on our variable rate assets bege reduced
accordingly. In addition, new loans are being ioaged at lower rates commensurate with the dedtinmarket
rates. As a result of the decline in the genezahemic conditions, the Company has also expergacgecline in
total loans due to lower loan origination volumelam increase in loan foreclosures which has reduit lower
interest income on loans. The increase in loarclosures has resulted in additional other opeyagxpenses.
Interest income on loans has also decreased amith o€ a higher average balance of loans placedasnaccrual
due to the decline in the general economic comttioDespite a decline in the economy, we have taiaied our
deposit base, and excluding brokered time depasit$76.9 million and $133.0 million in 2009 and 300
respectively, we were able to increase our cor@siepby 9.71%. This was the result of time depoimotions
during the year as well as new customer relatigrssbstablished as a result of increased interestriperformance
checking product. Both have allowed us the oppittito cross sell products to new and existing@uers.

The Company experienced a net loss for 2009 of6$dllion, a $4.3 million, or 42.52% increase frahe
$10.3 million net loss in 2008. Loss per shareadtiluted basis was $5.68 for the year ended Deeefib, 2009,
an increase of 35.24% compared to diluted losspare of $4.20 for the previous year. The Comparmsturns on
average assets and average stockholders' equiBO@# were negative 1.79% and negative 33.07% cadpa
negative 1.31% and negative 17.53%, respectivety2®08.

Net interest income for 2009 was $18.1 million cangal to $23.3 million earned during 2008. The dase of
$5.2 million, or 22.36%, was primarily due to a dExse in market rates earned on average earniptsasyd a
change in asset mix, specifically higher averagkerfal funds sold and other short-term investmefdnzas with
lower yields. While the federal funds rate hasa#mad unchanged during 2009, the Federal Resewerdal the
federal funds rate 400 basis points during 2008thednterest on our variable rate assets wereceztlaccordingly.
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Contributing to the decrease in net interest incevas an increase in the average balance of nomadoans, as
compared to the same period in the prior year,tdude decline in the credit quality of the loarrtfadio. The
decrease in interest income was partly offset bigerease in interest expense. As market ratesdeolimed, the
rate paid on deposits have also declined. Theotioredit environment has made it difficult toieipate the future
of the Company’s net interest margin. If interedes remain at current levels or continue to declihe Company
anticipates a negative impact to net interest iream a result of the repricing of assets and lissl The
magnitude of this impact will be dependent on thddtal Reserve’s policy decisions and market mowésne

The provision for loan losses in 2009 was $21.6ienilcompared to $17.0 million in 2008, and $2.9liom in
2007. The increase in the provision was a redutie continued decline in the general economiadams during
2009. As a result, management further refinedlltavance for loan losses methodology in the finsarter of 2009
to reflect the weakened economic conditions. Manant assessed the loan portfolio, specifically rtbe-
performing loans, on a credit by credit basis teeas reserve requirements. In addition, manageraénéd the
general reserves on performing loans to betteeeethe impact of the weakened economic conditiothe reserve
requirement. Management charged down approxim&®byl million in non-performing loans primarilylaged to
the decline in the credit quality of the Bank'slreastate and construction portfolios and severafroercial credit
relationships. For the five years ended Decemte2809, our average year-end ratio of non-perfognibans to
total loans was 3.85%. Our ratio of non-performioans to total loans was 6.30% and 6.54% as otDeer 31,
2009 and 2008, respectively.

Non-interest income decreased 1.85% to $8.3 millio2009 from $8.4 million in 2008. The decreas@on-
interest income was primarily a result of $1.0 ioillrealized in 2008 as a result of a legal judgme3ee Note 18
of the consolidated financial statements. Alsmtébuting to the decline in non-interest incomesveadecrease of
$356,000 in realized gains on available-for-saleustes as a result of the Company selling $11ilian in
available-for-sale securities during first half2809 compared to $23.0 million in securities saldingy the same
period of 2008, as well as the market providingdightly higher gains in 2008 as compared to 2008e decline
in non-interest income was partly offset by an éage in loans held for sale fee income by $649,0030.38%.
The increase was primarily attributed to an incegadoans held for sale fee income due to an aggén mortgage
loans held for sale originations and refinancingezienced as a result of a decrease in market oatesortgage
loans during 2009. Other non-interest income iaseel $600,000, or 47.06%, as a result of gainizeelabn the
sale of foreclosed assets held for sale and rémtaime received on foreclosed assets held for sa@her non-
interest income also increased as a result of t@pany recording the net fair value of certain gage loan-
related commitments which resulted in other incah$236,000.

Non-interest expense decreased 3.23% to $27.8&mili 2009 from $28.8 million in 2008. The deceeas
non-interest expense was primarily a result ofghedwill impairment recognized of $4.8 million dugi the fourth
quarter of 2008. Other operating expenses incde®4es million, or 53.64%, as a result of an insee@m expenses
related to foreclosed assets held for sale dua tmaease in the number of properties foreclosedrd held for
sale. Expenses related to foreclosed assets tiekhle include insurance, appraisals, utilities| estate property
taxes, legal, repairs and maintenance, and assdclass on sale. The Company also recorded a i$illién
provision for other real estate as a result ofdbetinued decline in the real estate market antagtate values.
Other operating expenses also increased as a oédhké increase in the FDIC insurance premiumsratective
April 1, 2009 and the FDIC imposing a five basisnpcspecial assessment on each FDIC-insured deppsit
institution’s assets less Tier 1 capital as of J8@e2009, in order to rebuild the Deposit Insusafand and help
maintain public confidence in the banking systenihe expense paid by the Company for the spectasasent
was $364,000.

Total assets at December 31, 2009, were $774.@omil& decrease of $41.7 million, or 5.12%, fron1%8
million at December 31, 2008. Deposits and stolddrs’ equity at December 31, 2009 were $590.lianiland
$60.6 million, compared with $600.9 million and $@nillion at December 31, 2008, decreases of $a0ll®n, or
1.79%, and $15.8 million, or 20.72%, respectively.

Loans at December 31, 2009 totaled $554.1 millmmecrease of $108.3 million, or 16.35%, compaced t

December 31, 2008. The loan to deposit ratio atebder 31, 2009 was 93.90% compared to 110.24% at
December 31, 2008. Our funding philosophy for kant held for sale is to primarily increase detsosom retail
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and commercial deposit sources and secondarilyptier borrowing sources as necessary to fund ledthén the
limits of the Bank's capital base.

Net Interest Income

A primary component of our net income is our négriest income. Net interest income is determingdhk
spread between the fully tax equivalent (FTE) ygelk earn on our interest-earning assets and thg g pay on
our interest-bearing liabilities, as well as thiatige amounts of such assets and liabilities. REEinterest margin
is determined by dividing FTE net interest incomedverage interest-earning assets. The followiisgugsion
should be read along with analysis of the “AverBgéances, Yields and Rates” table on page 31.

Years ended December 31, 2009 and 2008E net interest income for 2009 decreased to $iflibn from
$23.3 million in 2008, a $5.2 million, or 22.37%alease.

FTE interest income for 2009 was $36.1 million,exmase of $8.9 million, or 19.82%, from $45.0 iwmrilin
2008. This decrease was primarily a result ofarall decrease in yields on average earning aaséta change in
asset mix, specifically higher average federal fusald and other short-term investment balancds lawter yields.
The overall yield on average earning assets desileb33 basis points to 4.83% compared to 6.16%0082 This
significant decrease resulted from the decreaseairket interest rates as the Federal Reserve |ldwkeefederal
fund rate by 400 basis points in 2008, 175 of 1@ Basis point decline occurred during the foudhrter of 2008.
Another factor contributing to the decrease wagarease in the average balance of non-accruatlaarrompared
to the same period in the prior year, due to aidedh the credit quality of the loan portfolio.h& Company has
experienced a decrease in the average balancarof by $23.6 million, or 3.74%, as a result of saviarger loan
payoffs, an increase in loan foreclosures, and Hlolean origination volume due to the current ecoimom
environment which has resulted in lower interesbime on loans. Average available federal fundd aal other
short-term investments increased $45.8 million2@8.90%. The increase in average federal funds @odl other
short-term investments was a result of a declinhénaverage balance of loans and a decrease riagevavailable-
for-sale securities of $9.4 million, or 13.51%,%&9.8 million in available-for-sale securities mai or were called
as a result of the rate environment during the.yéaaddition, the Company sold $11.0 million wadable-for-sale
securities during the first quarter of 2009 to meslure the investment portfolio to better positibe Company in
the current rate environment. As our higher yieddavailable-for-sale securities are called or metuhe securities
available for investing have lower yields due te turrent rate environment, thus resulting in loimégrest income.

Interest expense for 2009 was $18.0 million, a elese of $3.7 million, or 17.08%, from $21.7 millin2008.
The decrease resulted from a decrease in the eddeom average interest-bearing liabilities resgltfrom the
impact of the lower market interest rates on sawiagd money market deposits, time deposits, saort-tlebt and
long-term debt. The rate paid on total averager@st-bearing liabilities decreased to 2.75% fer year ended
December 31, 2009, compared to 3.42% in 2008, sedse of 67 basis points. Total average interestihg
liabilities increased $20.7 million, or 3.27%, t658.7 million at December 31, 2009, compared to4$B&illion at
December 31, 2008. The increase was attributeédcteases in time deposits, which increased $51lbm or
17.79%. Average time deposits increased as atrektihe time deposit promotions during the fountarter of
2008 and first and third quarters of 2009. Thedase in average interest-bearing liabilities warsigly offset by a
decrease in average short-term debt by $22.7 mjliw 49.44%. This decrease was primarily the lresfuthe
Company paying off its operating line of credit 5.0 million in December 2008 and an overall daseein
repurchase agreement balances as customers haeel fiuods into the CDARS program. Average intebestring
liabilities were also offset by a decrease in agerang-term debt by $7.4 million as a result & @ompany paying
off $3.5 million in FHLB advances in October 20@2.3 million related to Blue Valley Ban Corp.’s ienote in
December 2008 and $5.3 million related to Blue &aBuilding Corp. debt in June 2009.

Years ended December 31, 2008 and 200VE net interest income for 2008 decreased to $2@I®n from
$26.6 million in 2007, a $3.3 million, or 12.51%alease.

FTE interest income for 2008 was $45.0 million,exrgase of $7.2 million, or 13.83%, from $52.2 imillin
2007. This decrease was primarily a result of eerall decrease in yields on average earning as§éte overall
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yield on average earning assets decreased by Ei®fmints to 6.16% for 2008 compared to 7.75%0872 This
significant decrease in yield resulted from therdase in market interest rates as the Federal Rebas lowered
the federal funds rate 400 basis points during 200Be decrease was also a result of an increaseriraccrual
loans and the reversal of $1.2 million in interestloans placed on non-accrual during 2008. Thodirdein yield
would have been 143 basis points had the Compahyewersed the interest on these non-accrual lodrse
decrease in interest income was partly offset byirenease in average earning assets, which inae$56.9
million, or 8.29% during 2008. The increase inrage earning asset balance was a result of araiseia average
balance of loans by approximately $68.4 million,1@r15%, from the prior year attributed to interkweln growth.
The increase was partially offset by a decreasavailable-for-sale securities by $20.7 million, 2#.83%. The
decrease was a result of the sale of $23.0 milhcavailable-for-sale securities during 2008 tovide funding for
additional loan growth and to restructure the itwest portfolio to provide additional protection the rate
sensitive environment.

Interest expense for 2008 was $21.7 million, a ezse of $3.9 million, or 15.21%, from $25.6 million2007.
The decrease resulted from a decrease in the eadeom average interest-bearing liabilities resgltfrom the
impact of lower market interest rates on savings amoney market deposits, time deposits, and slamid- long-
term debt. The rate paid on our total averagaéstebearing liabilities decreased to 3.42% in 26068pared to
4.47% in 2007, a decrease of 105 basis pointsal Boerage interest bearing liabilities increasétl.$ million, or
10.80%, during 2008 primarily due to increasesnierest-bearing demand accounts, time depositdcargdterm
debt. The increase in average time deposits wasudt of several time deposit promotions during year and an
increase in activity by our customers in the CDARBgram. Average interest-bearing deposits inetas a
result of an increase in the balances of our perdoice checking product which was introduced dufi®@7. The
increase in long-term debt was a result of an ss®ein advances with Federal Home Loan Bank toigeov
additional funding for loan growth and the Compamdrancing funds on its operating line of creditptovide
additional capital for the Bank. This operatinggliof credit was paid off on December 5, 2008, pittceeds from
the Capital Purchase Plan.
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Average Balance SheetsThe following table sets forth for the periodsdaas of the dates indicated,
information regarding our average balances of assad liabilities as well as the dollar amountsndérest income
from interest-earning assets and interest expemgsterest-bearing liabilities and the resultanéseor costs. Ratio,
yield and rate information are based on averagdy deilances where available; otherwise, averagethhpn

balances have been used. Non-accrual loans argdéttlin the calculation of average balances fonddar the

periods indicated.

AVERAGE BALANCES, YIELDS AND RATES

Year Ended December 31

2009 2008 2007
Average Average Average
Average Yield/ Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate
(In thousands)

Assets
Federal funds sold and other short-term investments$ 68,310% 144 0.21% $ 22,478% 378 1.68% $ 10,902 557 5.11 %
Available-for-sale securities — taxable ................... 60,441 1,943 3.21 69,741 3,369 4.83 90,246 4,452 4.93
Available-for-sale securities — non-taxable (1)....... - - - 141 9 6.38 312 21 6.66
Mortgage loans held for sale.................ccmmen.. 9,875 477 4.8: 6,157 340 5.52 9,589 609 6.35
Loans, net of unearned discount and fees (2). 608,080 33,519 5.51 631,673 40,905 6.48 563,224 46,585 8.27

Total earning assets . 746,706 36,083 4.8: 730,190 45,001 6.16 674,273 52,224 7.75
Cash and due from banks — non-interest bearing..... 36,257 20,611 17,728
Allowance for loan losses (19,647) (10,060) (6,962)
Premises and equipment, net.. 18,270 18,337 19,072
Other assets .........ccoceveveeiieninns 33,381 25,704 20,895

Total assets $ 814,967 $ 784,782 $ 725,006
Liabilities and Stockholders’ Equity
Deposits-interest bearing:
Interest-bearing demand accounts $ 96,31% 2,589 26¢% $ 52,776% 1,394 2.64% $ 30,719 656 2.14 %
Savings and money market deposits 93,672 490 0.52 137,295 2,402 1.75 163,099 6,362 3.90
Time deposits 337,363 10,742 3.1¢ 286,404 12,139 4.24 269,673 13,134 4.87

Total interest-bearing deposits 527,350 13,821 2.62 476,475 15,935 3.34 463,491 20,152 4.35
Short-term debt.... 23,261 58 0.2t 46,008 943 2.05 33,610 1,319 3.93
Long-term debt ... 104,096 4,108 3.9¢ 111,490 4,813 4.32 75,087 4,111 5.48

Total interest-bearing liabilities ..............c..... 654,707 17,987 2.7¢ 633,973 21,691 3.42 572,188 25,582 4.47
Non-interest bearing deposits .... 86,744 86,811 91,151
Other liabilities.................. 4,478 3,852 4,745
Stockholders’ @qUILY ..........eeevuvieeiieiecmeeee e 69,038 60,146 56,922

Total liabilities and stockholders’ equity $ 814,967 $ 784,782 $ 725,006

FTE net interest income/spread ................... $ 18,096 2.08% $ 23,310 2.74% $ 26,642 3.28%

FTE net interest margin...........cccoceeevvenveennenn. 2.4:% 3.19% 3.95%

1)
amounted to $0, $3,000, and $7,000, respectively.

@

Includes average balances and income from loam®o+accrual status.
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Analysis of Changes in Net Interest Income Duehanges in Interest Rates and Volum&hke following table
presents the dollar amount of changes in interesime and interest expense for major componentsterfest-
earning assets and interest-bearing liabilitigsdidtinguishes between the increase or decredstedeo changes
in balances and changes in interest rates. Fadn eategory of interest-earning assets and intdreting
liabilities, information is provided on changegiatitable to:

» changes in rate, reflecting changes in rate migdtigby the prior period volume; and

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

CHANGES IN INTEREST INCOME AND EXPENSE VOLUME AND R ATE
VARIANCES

Year Ended December 31,
(In thousands)

2009 Compared to 2008 2008 Compared to 2007
Change Change Change Change
Due to Due to Total Due to Due to Total
Rate Volume Change Rate Volume Change

Federal funds sold and other

short-term investments $ (255) $ 21 % (234) $ (374) $ 195 $ (279)
Available-for-sale securities

— taxable (1,128) (298) (1,426) (93) (990) (1,083)
Available-for-sale securities

— non-taxable (1) - 9 9) (2) (11) (12)
Mortgage loans held for sale (8) 145 137 (79) (190) (269)
Loans, net of unearned

discount and fees (6,088) (1,298) (7,386) (10,112) 4,432 (5,680)

Total interest income (7,479) (1,439) (8,918) (10,659) 3,436 (7,223)

Interest-bearing demand

accounts 26 1,169 1,195 155 583 738
Savings and money market

deposits (1,686) (226) (1,912) (3,509) (451) (3,960)
Time deposits (1,963) 566 (1,397) (1,707) 712 (995)
Short-term debt (828) (57) (885) (630) 254 (376)
Long-term debt (411) (294) (705) (870) 1,572 702

Total interest expense (4,862) 1,158 (3,704) (6,561) 2,670 (3,891)

Net interest income $ (2,617) $ (2,597) % (5,214) $ (4,098 $ 766 $ (3,332)

(1) Presented on a fully tax-equivalent basis agsgiatax rate of 34%.

Provision for Loan Losses

The Company makes provisions for loan losses inumtsomanagement deems necessary to maintain the
allowance for loan losses at an appropriate leVéle allowance for loan losses is based upon thbysis of several
factors, including general economic conditions,lgsia of impaired loans, general reserve factdnanges in loan
mix, and current and historical charge-offs by logye. Historical charge off information currentitilized is based
on three year weighted average of net charge gfledn type with more weight given to more currdata due to
the current economic environment. The Companyeéslitradministration function performs monthly arsayg on
the loan portfolio to assess and report on rislelgvdelinquencies, internal ranking system andralveredit
exposure. Management and the Bank's Board of Rirscreview the allowance for loan losses monthly,
considering such factors as current and projectexhanic conditions, loan growth, the compositiontttd loan
portfolio, loan trends and classifications, andeotfactors. The allowance for loan losses reptssear best
estimate of probable losses that have been incased the respective balance sheet dates.
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During the year ended December 31, 2009, we prdvifd.6 million for loan losses, as compared to.$17
million for the year ended December 31, 2008, aneiase of $4.6 million, or 27.08%. The significaravision for
loan losses recorded during 2009 was a resultffimg the Bank’s allowance for loan loss methodpido better
reflect the inherent losses in our loan portfoli @ result of worsening economic conditions in ¢éekenomy in
which we operate. A portion of the provision relato specific loans in our current portfolio, dfieally in the
commercial real estate, land development and #ateeconstruction loans, and an increase in thergereserves
on our performing loans to reflect the impact & theakened economic conditions. The provisioridan losses
attributed to refining the Bank’s allowance for hloboss methodology and increasing the general vesewas
approximately $9.2 million. Economic conditions mtored include but are not limited to: Johnson @guKS
unemployment rate; Johnson County, KS consumeridemde; foreclosure rates; vacancy property reges;k
market performance; inflation; and interest ratéddanagement assessed the loan portfolio, spedifithé non-
performing loans, on a credit by credit basis, $seas the reserve requirement and charged downalat®$15.1
million in non-performing loans during 2009. O&t#15.1 million charged down, 61% related to ths estate and
construction market and 31% primarily to commertiais (primarily two larger deteriorating commataredits).
Management believes they have identified the siganit non-performing loans and will continue to weggively
pursue collection of these loans. If the trenth@e prolonged than management anticipates anddasmtinue to
increase we could experience higher than antiaipfdan losses in the future. Total impaired lodesreased
39.45% to $35.0 million at December 31, 2009, wathelated reserve of $6.6 million, from $57.8 mifli at
December 31, 2008, with a related reserve of $5ilom Net charge-offs of $14.0 million in 2009ene
comparable to net charge-offs of $13.6 million 008.

During 2008, our provision for loan losses increldee to a decline in the credit quality of the Barreal
estate and construction portfolios, one deteringaitommercial credit relationship and an uncoll@ctieposit
overdraft with one commercial relationship. Manmaget also recognized the impact of the industryevddcline in
the real estate market and general economy. Mamageassessed the loan portfolio, specifically tioa-
performing loans, on a credit by credit basis andrged down a total of $13.9 million in non-perfamgiloans in
2008. Of the $13.9 million charged down, 47% edato real estate and construction market and eh®ining
related to commercial loans (in particular one detating commercial credit relationship and an allected
commercial deposit overdraft). During the year eshd®ecember 31, 2008, we provided $17.0 million l&@m
losses, as compared to $2.9 million for the yededrDecember 31, 2007, an increase of $14.1 miltioA96.32%.

The allowance for loan losses as a percentageaotlwas 3.61% at December 31, 2009, compared 764118
2008 and 1.51% in 2007. The increase in this peage from December 31, 2008 was primarily duentinarease
in the provision for loan losses as a result of dieeline in the credit quality of the real estate @onstruction
portfolios due to the industry wide decline in tteal estate market and general economy and chdfgeaéen
during the year.

Non-interest Income

The following table describes the items of our muerest income for the periods indicated:
NON-INTEREST INCOME

Year Ended December 31,

2009 2008 2007
(In thousands)

Loans held for sale fee iNCOMEe......ccouvve e, $ 2,785 $ 2,136 $ 3,160
NSF charges and service fees.........cccceeiieiiiieeneneennn. 1,472 1,641 1,418
Other service Charges ........cccovevviiiiieeee e 1,778 1,658 1,412
Realized gains on available-for-sale securities............. 346 702 105
Gain on settlement of litigation .............cccceeiivviereneeenn. - 1,000 -
Other iNCOME ....uuviiiiiei e eeeree e 1,875 1,275 1,105

Total non-interest iNCOMEe.............cocvveeeeeicvieeeenns $ 8,256 $ 8,412 $ 7,200

Non-interest income declined slightly from the pryear to $8.3 million for 2009 compared with $8xllion
for 2008, a decrease of 1.85%. In 2008, the Compealized $1.0 million as a result of legal judgarn(see Note
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18 in the Consolidated Financial Statements foiitehdl information). Excluding the $1.0 millioedal judgment
recorded in 2008, the Company experienced an iserganon-interest income in 2009 of $844,000,1083%, as
compared to 2008. Loans held for sale fee incameecased $649,000, or 30.38%, as compared to 2008
increase was attributed to an increase in morttzayes held for sale originations and refinancingerienced as a
result of historically low mortgage rates offeredl loans during 2009. The volume of closed residentortgage
loans increased to $196.4 million in 2009, from &83million in 2008 and $185.8 million in 2007 This increase
was offset by the adoption of the fair value optfon financial assets and financial liabilities forortgage loans
held for sale, which resulted in a net realized los mortgage loans held for sale of $111,000 dezbm loans held
for sale fee income during 2009.  Sustainabilifythe level of our loans held for sale fee incoimerimarily
dependent upon the economy and interest rate emaént, and secondarily dependent on our abilitdeweelop
new products and alternative delivery channels.

Other changes reflected in non-interest incomdude a decrease in NSF charges and service fees by
$169,000, or 10.30%. The decrease was due to feverdraft items by our customers and a decreasedount
service charges on commercial accounts as a resaltslight increase in the earnings credit ratgy treceive on
their accounts. Other service charge income, whicludes income from trust services, investmemtkérage,
merchant bankcard processing and debit card prioggsacreased by $120,000, or 7.24%. This in@esas a
result of income generated from signature basedt dald transactions associated with our perforraasteecking
product. The number of performance checking adsointreased by approximately 1,700 accounts, or134,
during 2009. The increase in other service chargeme was partially offset by a decrease in feenme generated
from our investment brokerage services due to tlatiity in the market. Realized gains on avdiafor-sale
securities decreased $356,000, or 50.71%, as ceapar2008 as a result of the Company selling $iiliion in
available-for-sale securities in 2009 compared28.® million in securities sold during 2008, as Iveed the market
providing slightly higher gains in 2008 as compated®009. The securities were sold during the fipgarter of
2009 to restructure the investment portfolio fag thurrent rate environment. Other income incre&&aD,000, or
47.06%, as compared to 2008. The increase wa®sdt of gains realized on the sale of forecloseskts held for
sale and rental income received on foreclosed sibsddl for sale. In addition, the increase in niheome was a
result of the Company recording the net fair vadfieertain mortgage loan-related commitments whegulted in
an increase in other income of $236,000. Futuosvtr of other non-interest income categories isedéent on
new product development and growth in our custdoase.

Non-interest income increased to $8.4 million, 6r8B%, during 2008, from $7.2 million during 200The
increase was primarily attributable to the $1.0lioml realized as a result of legal settlement. Nete 18 in the
Consolidated Financial Statements. In addition,ititrease was a result of gains realized on tleecdaavailable-
for-sale securities of $702,000 during the firstl @econd quarter of 2008. The securities were &plprovide
additional funding for our loan growth and to resture the investment portfolio to provide additibprotection in
the rate sensitive environment. Other increasesoiminterest income include an increase in NSHggswand
service fees by $223,000, or 15.73%, from 20080@72 The increase was a result of an increadeeimamber of
transactional accounts, as well as an increasedouat service charges on commercial accounts @aedecrease
in the earnings credit rate they receive on thedoants. The earnings credit rate has decreased alith the drop
in market rates. Other service charge income, lwhicludes trust services income, investment brjerincome,
merchant bankcard processing and debit card priogessxome, increased by $246,000, or 17.42% fr@®72to
2008. The increase was a result of income gertefeden signature based debit card transactionscagsd with
our performance checking product and partly duartancrease in activity with our merchant bank csedvices.
Other income increased $170,000, or 15.38% fron¥ 2002008 as a result of proceeds received on dqusy
leased asset and gains realized on the sale of mhEestate owned during 2008. The increaseominterest
income was partially offset by a decrease in lohekl for sale fee income of $1.0 million, or 32.41%Ve
experienced a decline in our loans held for sak ifeome resulting from a decline in residential rigage
origination volume due to the industry wide declinghe real estate market, as well as the Compaeyating with
a smaller mortgage department than in previoussydae to restructuring and reduction in staff. Tb&ume of
closed residential mortgages fell to $136.8 millian2008 from $185.8 million and $336.3 million 2007 and
2006, respectively.
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Non-interest Expense
The following table describes the items of our muerest expense for the periods indicated.
NON-INTEREST EXPENSE

Year Ended December 31,

2009 2008 2007
(In thousands)
Salaries and employee benefits....................... $ 12,272 $ 12,500 $ 13,570
Net occupancy expense ..........ccccevvveeeen 2,811 3,144 3,200
Goodwill impairment ...........cccocveeeeeiiien - 4,821 -
Other operating eXpense..........cccvvveeeeeeemmmnenns 12,758 8,304 7,447
Total non-interest expenses.................... $ 27,841 $ 28,769 $ 24,217

Non-interest expense decreased 3.23% to $27.8mitluring 2009, compared to $28.8 million in thépr
year primarily due to the goodwill impairment charf $4.8 million recognized during the fourth gearof 2008.
Non-interest expense, excluding the goodwill impeint charge, increased $3.9 million, or 16.26% f2008 to
2009. The increase in non-interest expense, exguthe goodwill impairment, was primarily attrilegt to an
increase in other operating expenses of $4.5 mijlliw 53.64%. Other operating expenses have iseceas a result
of an increase in expenses related to foreclossetaseld for sale due to an increase in the nuwibproperties
foreclosed on and held for sale. Expenses refatddreclosed assets held for sale include inswaappraisals,
utilities, real estate property taxes, legal, repand maintenance, and associated loss on s&le.Company also
recorded a $1.4 million provision for other reala¢s as a result of the continued decline in tla estate market
and real estate values. In addition, the increes®the result of an increase in the FDIC insurgreenium rates
effective April 1, 2009 and the FDIC special asses®t imposed on each FDIC-insured depository urtstib in
order to rebuild the Deposit Insurance Fund angb medintain public confidence in the banking systeihe
expense paid by the Company for the special assegsmas $364,000.

Other factors contributing to the change in nomigst expense include a decrease in salaries aplbyaa
benefits of $228,000, or 1.82%. The decrease wasdt of the restructuring and reduction in fodeging 2008,
offset by slightly higher commissions paid in 2@®mortgage loans originated and sold in the semgnmharket as
a result of increased volume. Net occupancy expdesreased $333,000, or 10.59%, as a result aétimnation
of a small loan production office lease in May 20@8ver repairs and maintenance expenses, and liveer asset
purchases during 2009.

Non-interest expense increased 18.80% to $28.8omilluring 2008, compared to $24.2 million in 2007
primarily due to the goodwill impairment charge$#.8 million recognized during the fourth quarté2608. The
Company assesses at least annually its goodwilkiim@nt. Based on guidelines contained in Statéroén
Financial Accounting Standard No. 14%oodwill and Other Intangible Assetsvhich was subsequently
incorporated into FASB Accounting Standards Codifien in Topic 350, the Company recognized a gobdwi
impairment charge of $4.8 million. Management deas this impairment was attributable to the camtih
volatility throughout the financial services indystand the effect such volatility has had on marnggtes of
financial services stocks, weakened economic cimmdit decline in the credit quality of the real a#stand
construction portfolio, and the operating loss rded by the Company in 2008.

Non-interest expense, excluding goodwill impairmeharge, decreased $269,000, or 1.11% from 2007 to
2008. The decrease in non-interest expense, érglgmodwill impairment, was primarily attributed & decrease
in salaries and employee benefits. Our salaridseamployee benefits expense decreased $1.1 mition,89%, to
$12.5 million in 2008 from $13.6 million in 2007 amly due to a decline in compensation costs assaltrof our
restructuring and reduction in staff during 2008e had 185 full-time employees at December 31, 28pared
to 214 full-time employees at December 31, 200¥addition, the decrease in salaries and emplogeefits was a
result of the Company not accruing for a profit réfg contribution for 2008 as the Company did notein
expectations to provide for a contribution for @08 plan year. Net occupancy expense had a sliggrease of
$56,000, or 1.75% from 2007 to 2008. These deesagere partially offset by an increase in otheeraping
expenses by $857,000, or 11.51% primarily a resfultn increase in expenses related to foreclossetsaabeld for

35



sale. Expenses related to foreclosed assets trethlie include, insurance, appraisals, utilittea) estate property
taxes, legal, repairs and maintenance, and assdd@ds on sale.

Income Taxes

Our income tax benefit during 2009 was $8.5 millieompared to our income tax benefit of $3.8 millio
during 2008and income tax expense of $2.3 million during 200 he increase in benefit in 2009 reflects our net
loss for the 2009 fiscglear. Our consolidated effective income tax rate37%, 27% and 34% for the three years
ended December 31, 2009, 2008, and 2007, resplgctiragies from the statutory rate principally dioethe effects
of state income taxes and the effect of the wifit@bgoodwill in 2008.

Financial Condition

Total assets for the Company at December 31, 2@08 $i774.0 million, a decrease of $41.7 million5dr2%,
compared to $815.7 million at December 31, 200&pd3its were $590.1 million compared with $600.8iom at
December 31, 2008, a decrease of $10.8 milliod, @%. Stockholders’ equity was $60.6 million ac@mber 31,
2009 compared with $76.4 million at December 3D&& decrease of $15.8 million, or 20.72%.

Investment securitiesThe primary objectives of our investment portfadiee to secure the safety of principal,
to provide adequate liquidity and to provide se@sifor use in pledging for public funds or reghase agreements.
Income is a secondary consideration. As a resdtgenerally do not invest in mortgage-backed seéesirand
other higher yielding investments. As of DecemBgr 2009, all of the securities in our investmenitfolio were
classified as available-for-sale in order to previts with an additional source of liquidity whercegsary and as
pledging requirements permit.

Total investment securities at December 31, 200& W&2.8 million, an increase of $4.1 million, a@3%,
compared to $68.7 million at December 31, 2008 Ttrease was a result of the purchase of $83libmin
available-for-sale securities to replace the $68il8on of available-for-sale securities that weraled or matured
during 2009 as well as the sale of $11.0 millionawailable-for-sale securities during 2009 to redtire the
investment portfolio for the current rate environme

The following table presents the composition of auailable-for-sale investment portfolio by majetegory at
the dates indicated.

INVESTMENT SECURITIES PORTFOLIO COMPOSITION

At December 31,

2009 2008 2007
(In thousands)
U.S. government sponsored agency securities............... $ 72,163 $ 68,092 $ 75,953
State and political subdivisions.............cccceiiiiiniiiiiines - - 210
Equity and other SECUTtieS ..........coouiiiimeeeciee e, 594 589 490
TOtAL e $ 72,757 $ 68,681 $ 76,653

The following table sets forth the maturities, garg value, and average yields for securities iniouestment
portfolio at December 31, 2009. Yields are presgrdn a tax equivalent basis. Expected maturitiesd differ
from contractual maturities due to unscheduled yeyzmnts.
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MATURITY OF INVESTMENTS IN AVAILABLE-FOR-SALE SECUR ITIES

One Year or Less One to Five Years Five to Ten Years More Than Ten Total Investment
Years Securities
Carrying  Average Carrying Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield Value Yield

(In thousands)
Available-For-Sale
U.S. government
sponsored agency ...... 3. - -% $ 67,272 2.46% $ - -% $ 4,891 3.00% $ 72,163 2.50%
Equity and other securities
with no defined maturity . - - - - - - - - 594 3.86
Total available-for-sale  $ - -% $ 67,272 246% $ - -% $ 4,891 3.00% $ 72,757 2.51%

Loans Held for Sale Mortgage loans held for sale at December 31, 2668ed $8.8 million, an increase of
$595,000, or 7.29%, compared to $8.2 million atémler 31, 2008. As of April 1, 2009, the Compalegted to
carry loans held for sale at fair value. The vatuaf loans held for sale originated during 2009éased due to
historically low mortgage rates. The Company'sigipal funding source for mortgage loans held fde sare our
core deposits. Another source of funding availdbtethe Bank are short-term and long-term advarices the
Federal Home Loan Bank. Advance availability flates depending on levels of available collateral &
determined daily with regards to mortgage loans fiet sale and quarterly with regards to overaHimbility and
at December 31, 2009, approximately $8.8 milliors amailable.

Loans. Our loan portfolio is a key source of income, aimta our inception, has been a principal componént
our revenue growth. Our loan portfolio reflects amphasis on commercial, commercial real estatd, an
construction lending. We also offer home equigsidential real estate, lease financing, and coaslmans. We
emphasize commercial lending to professionals,n@ssies and their owners. Commercial loans and Isacured
by commercial real estate accounted for 55.96%83%.and 48.57% of our total loans at December 32922008
and 2007, respectively.

Loans were $554.1 million at December 31, 2009eerehse of $108.3 million, or 16.35%, compared to
December 31, 2008. Loans were $662.4 million ateébeber 31, 2008, an increase of $65.8 million, h02%,
compared to December 31, 2007. The Bank expemedeereases in most loan categories during 2008e T
decrease was attributable to several larger loagmg off, the foreclosure of approximately $32.2liom of other
real estate properties and personal property dweip@9, lower loan originations due to the currecorsmmic
conditions and charge downs on non-performing loahih is discussed further under the Provision lfoan
Losses section.

The loan to deposit ratio decreased to 93.90%, aoaapto 110.24% at December 31, 2008, and 111.24% a
December 31, 2007.
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The following table sets forth the composition bé tCompany’s loan portfolio by loan type as of tiaes
indicated. The amounts in the following table stnewn net of discounts and other deductions.

As of December 31

2009 2008 2007 2006 2005
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(In thousands)
Commercic................ $ 142,52¢ 257: % $ 172,64 26.0€ % $ 139,12( 23.3:% $ 11084¢ 20.97% $ 112,45: 22.3t %
Commercial real este. 167,58 30.2¢ 170,69 25.77 150,65! 25.2¢ 126,95: 24.02 114,56: 22.71
Construction............... 113,077 20.41 182,93¢ 27.6:2 188,22¢ 31.5¢ 171,70¢ 32.4¢ 139,66. 27.7¢
Home equit............... 66,58¢ 12.0zZ 59,25’ 8.94 38,47: 6.4% 32,40¢ 6.1: 33,63 6.6¢
Residential real este... 45,01+« 8.12 43,69¢ 6.6( 37,51 6.2¢ 34,98¢ 6.6 39,37: 7.8%
Lease financin........... 11,25¢ 2.0z 18,921 2.8€ 19,72« 3.3C 18,51: 3.5C 18,23¢ 3.6z
Consume................... 8,06¢€ 1.4€ 14,24¢ 2.1 22,93¢ 3.84 33,09’ 6.2€ 45,22! 8.9¢
Total loans and
leases............... 554,111 100.00% 662,401 100.00% 596,646 100.00% 528,515 100.00% 503,143 100.00%
Less allowance for
loan losses............ 20,000 12,368 8,982 6,106 6,704
Loans, net................. $ 534,111 $ 650,033 $ 587,664 $ 522,409 $ 496,439

Collateral and Concentration. Management monitors concentrations of loans taviddals or businesses
involved in a single industry over 25% of Tier 1p@al and concentrations in excess of 10% of ttdahs. At
December 31, 2009, 2008 and 2007, substantiallpfatiur loans were collateralized with real estateentory,
accounts receivable and/or other assets or wereagtiged by the Small Business Administration. lsoam
individuals and businesses in the construction strgutotaled $113.1 million, or 20.41%, of totakfs, as of
December 31, 2009. Of the $113.1 million, apprately $54.2 million were for new single and mulifily
housing construction and $24.7 million were fordasubdivisions. The builder and developer loartfplio has
been a consistent component of our loan portfolier mur history. However, new loan origination wale in this
industry has slowed as a result of the declindénreal estate and construction industry. The Bdekding limit
under federal law to any one borrower was $24.8ianilat December 31, 2009. The Bank’s largest Ising
borrower, net of participations, at December 30®0bad outstanding loans of $14.6 million.

The following table presents the aggregate madsritif loans in each major category of our loanfpliotas of
December 31, 2009, excluding the allowance for land valuation losses. Additionally, the tablesergs the
dollar amount of all loans due more than one yétar ®ecember 31, 2009 which have predeterminestést rates
(fixed) or adjustable interest rates (variable)ctual maturities may differ from the contractualtordies shown
below as a result of renewals and prepaymentseatirtting of loan sales.

MATURITIES AND SENSITIVITIES OF LOANS TO
CHANGES IN INTEREST RATES

As of December 312009

More than One Yeal

Less than One to Over five
one yea five years years Total Fixed Variable
(In thousands)
COMMEICIE ..vvvvvveninirinnnnnnnn, $ 89,35( $ 48,08 $ 5,097 $ 14252t $ 18,77 % 34,40¢
Commercial Real Este....... 56,39¢ 107,83( 3,35¢ 167,58 77,60¢ 33,57¢
CoNStructiol.......vueeueunnnennnn, 88,83¢ 21,04t 3,19¢ 113077 13,272 10,97:
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Non-performing Assets

Non-performing assets consist primarily of loanstpdue 90 days or more, non-accrual loans and lased
real estate. Generally loans are placed on noniakstatus at 90 days past due and interest atd¢oudate is
considered a loss, unless the loan is well-secaratl in the process of collection. When interesiraa is
discontinued, all unpaid accrued interest is reactigainst interest income. The interest on tlueses is generally
accounted for on a cost recovery basis, meanirgyest is not recognized until the past due baldraze been
collected. Loans may be returned to accrual statusn all principal and interest amounts contrdbtudue are
brought current and future payments are reasorzssiyred.

The following table sets forth our non-performirggets as of the dates indicated:

NON-PERFORMING ASSETS

As of December 31,

2009 2008 2007 2006 2005
(In thousands)

Commercial and all other loans:

Past due 90 days Or MOre ............c...ermmmmmreees S - $ - $ 680 $ 802 $ 781

NON-ACCTUAL......ccvviiiiiieie e e e 1,327 2,143 60 381 769
Commercial real estate loans:

Past due 90 days Or more ............ceeee s e - - - 4,951 598

NON-ACCTUAL.....eviiiiiiiiie e 13,267 1,951 512 - -
Construction loans:

Past due 90 days Or more ............ceeeee s e - - 10,699 - 585

NON-ACCTUAL ... eeieeeieeee e 11,205 32,110 10,115 136 452
Home equity loans:

Past due 90 days Or more ...........cccoeees e - - 637 - -

Non-accrual 344 488 - - -
Residential real estate loans:

Past due 90 days Or more ............ceeee s e - - 1,194 - -

NON-ACCTUAL.....eviiiiiiiieiiiiee e e 8,404 6,129 189 410 1,016
Lease financing:

Past due 90 days Or more ...........cccoeees e - - 11 186 5

NON-ACCTUAL........cvuiiiiiiiiii e e e 335 475 1,084 - 119
Consumer loans:

Past due 90 days Or more ...........cccoeees e - - 13 13 49

NON-ACCTUAL .....eviieiiiiiieiiiee e 6 36 - 47 -
Debt securities and other assets (excluding otredr r
estate owned and other repossessed assets):

Past due 90 days Or more ............ceeeee s e - - - - -

Non-accrual........ccccoeeviiiuiiiennen.n. - - - - -

Total non-performing loans .. 34,888 43,332 25,194 6,926 4,374
Foreclosed assets held for sale ..........ccoeevuveennnnnn. 19,434 4,783 2,523 717 711
Total non-performing assets .........c..ccomee. $ 54,322 $ 48,115 $ 27,717 $ 7,643 $ 5,085

Total non-performing loans to total loans 6.30% 6.54% 4.22% 1.31% 0.87%
Total non-performing loans to total assets............ 451 5.31 3.42 1.00 0.63
Allowance for loan losses to non-performing loans.. 57.33 28.54 35.65 88.16 153.27
Non-performing assets to loans and foreclosed @isset

held for sale.........cc.uveiiiiiii e 9.47 7.21 4.63 1.44 1.01

Non-performing assetsNon-performing assets increased to $54.3 milaoiDecember 31, 2009 from $48.1
million at December 31, 2008. The increase wastdube addition of $11.3 million non-performing twain the
commercial real estate portfolio, primarily two dar commercial real estate non owner occupiedioektips
totaling $7.4 million and one commercial real est@ivner occupied relationship totaling $3.3 milliohhe increase
in residential real estate of $2.3 million was miity the result of two single family builder pastios. These
increases in non-performing loans were offset by.$2nillion, or 60.10%, decrease in constructicen®as a result
of foreclosures on several builder portfolios dgr2009 and payoff of a $4.0 million constructiomroduring the
first quarter of 2009. Thirteen borrowing relatsbips make up approximately $26.9 million, or 7%fthe non-
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performing loans for which management is aggresspersuing collection. The increase in non-parfiorg assets
was a result of the industry wide decline in thal esstate market and the general economy. Ifrératcontinues, it
could result in an increase in non-performing assed foreclosed assets held for sale. We claselyitor non-

performing credit relationships and our philosogigs been to value non-performing loans at theimesed

collectible value and to aggressively manage th#sations.

For the five years ended December 31, 2009, ouageeyear-end ratio of non-performing loans toltlatans
was 3.85%. As of December 31, 2009, our ratio ar-performing loans to total loans was 6.30%, whis
above our historical averages primarily due todheline in the real estate market and its impacbwnreal estate
and construction loan portfolio and the overalllohecin the general economy. As of December 3092@ur ratio
of allowance for loan losses to non-performing bamas 57.33%, compared to 28.54% at December 8B, 20his
increase was a result of the overall increase serie for loan losses over the prior year. ThekBamtinues to
aggressively manage defaults in the loan portfoManagement intends to continue to vigorously peirsollection
of all charged-off loans.

The following table sets forth the amount of grogerest income that would have been recorded Ihachdn-
accrual loans in the Non-Performing Asset tablepage 39 been current and accruing during the penatithe
amount of interest income on the non-performinghdoacluded in net income for the year ended Deezri,
20009.

Year Ended
December 31, 2009
(In thousands)

Gross interest income (since date of
non-accrual) if the loans had been

current and accruing interest.............. $ 1,536
Interest income reversed at time loan

placed on non-accrual...............cccuveee 739
Cash interest received during the period. 212

Impaired Loans. A loan is considered impaired when, based onectiinformation and events, it is probable
that we will not receive all scheduled paymentpwicipal and interest due according to the comti@cterms of
the loan agreement. This includes loans that alieqlient 90 days or more, non-accrual loans, amthin other
loans identified by management. Accrual of inteissdiscontinued, and interest accrued and unsaiéversed
against interest income, at the time the loansdmienquent 90 days or when management believes fthiat
collection of principal and interest under the orég loan contract is unlikely to occur. Interestnon-accrual loans
is generally accounted for on a cost recovery basmaning interest is not recognized until the fudist due
principal and interest amounts contractually deetapught current and future payments are reaspaasured.

Impaired loans totaled $35.0 million at December 2109, $57.8 million at December 31, 2008, and.$20
million at December 31, 2007, with related allowesidor loan losses of $6.6 million, $5.2 miliomda$2.6
million, respectively.

Total interest income of $497,000, $5.4 million &1d3 million was recognized on average impairexh$oof
$41.7 million, $36.7 million and $17.3 million f&009, 2008 and 2007, respectively. Included i thtal is cash
basis interest income of $212,000, $927,000 and0®®9recognized on non-accrual impaired loans duzid09,
2008 and 2007, respectively.

Allowance For Loan LossesThe allowance for loan losses is increased by pions charged to expense and
reduced by loans charged-off, net of recoveriehie @adequacy of the allowance is analyzed monthsedban
internal loan reviews and quality measurements wf loan portfolio. The Bank computes its allowarime
assigning specific reserves to impaired loans, tath applies general reserves, based on loss $adtrthe
remainder of the loan portfolio. The loss factars determined based on such items as managemeaitigtion of
risk in the portfolio, current and projected loeald national economic conditions, loan growth, It@mds and
classifications and historical loss experience.ecHjt allowances are accrued on specific loanduated for
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impairment for which the basis of each loan, inolgdaccrued interest, exceeds the discounted anufexpected

future collections of interest and principal otgahatively, the fair value of the loan collateral.

The following table sets forth information regamglichanges in our allowance for loan and valuatimsés for

the periods indicated.

SUMMARY OF LOAN LOSS EXPERIENCE
AND RELATED INFORMATION

As of and for the

Year Ended December 31,

2009 2008 2007 2006 2005
(In thousands)
Balance at beginning of period............. $ 12,368 $ 8,982 $ 6,106 $ 6,704 $ 7,333
Loans charged-off:
Commercial loans........ccccceeeeeeeennnn. 4,713 6,603 215 1,417 949
Commercial real estate loans .......... 374 262 - - -
Construction loans ...........cccceevevees 7,716 6,022 244 100 -
Home equity loans...........ccccccceeee. 653 127 - 16
Residential real estate loans............ 1,480 424 49 318 -
Lease financing.........cccccccveeeeeennns 109 372 139 134 86
Consumer loans .........ccoevvveeeeeeeenne. 58 112 16 77
Total loans charged-off............... 15,103 13,922 663 2,060 1,128
Recoveries:
Commercial loans.........cccceeeeeeeennnn. 259 223 294 117 154
Commercial real estate loans........... 123 - 1 3
Construction loans .............ccvvveeeenn. 592 24 - -
Home equity loans...........ccccccceeeen. 31 - - -
Residential real estate loans............ 72 1 6 1
Lease financing.........cccccvvvveeeeiinnns 21 29 9 76
Consumer loans...........cccccevvvvvevvvnnns 2 6 14 35
Total rECOVENIES.......cevvvvvvvevvrrvrvrrrrinnnns 1,100 283 324 207 269
Net loans charged-off.........cccccccoeeeiiis 14,003 13,639 339 1,853 859
Allowance of acquired company.......... - - 360 - -
Provision for loan losses .........cccccuuv.... 21,635 17,025 2,855 1,255 230
Balance at end of period...................... $ 20,000 $ 12368 $ 8982 $ 6,106 $ 6,704
Loans outstanding: ..........cccccceeeeiiuenieenn.
AVEIagEe.....ooveiieiieeeiiiiee e $ 608,080 $ 631,673 $ 563,224 $ 525,471 $ 516,643
End of period ........ccccceevciveernneen. 554,111 662,401 596,646 528,515 503,143
Ratio of allowance for loan losses to
loans outstanding: ........cccccceeeieiinnes
AVEIage.....cvvviieiiee et 3.29% 1.96% 1.59 % 1.16 % 1.30 %
End of period .........ccccvvvieneeeennn. 3.61 1.87 1.51 1.16 1.33
Ratio of net charge-offs to:...................
Average l0ans .........c.ccccoecvviveenn.. 2.30 2.16 0.06 0.35 0.17
End of period loans..................... 2.53 2.06 0.06 0.35 0.17
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Consumer.

The following table shows our allocation of theoalince for loan losses by specific category atetiokof each
of the periods shown. Management attempts to aospecific portions of the allowance for loarsks based on
specifically identifiable problem loans. Howevtte allocation of the allowance to each categonoisnecessarily
indicative of future losses and does not resthietuse of the allowance to absorb losses in argoay.

ALLOCATION OF THE ALLOWANCE FOR LOAN LOSSES

As of December 31,
2009 2008 2007 2006 2005
(In thousands)

% of Total % of Total % of Total % of Total % of Total
Amount  Allowance Amount Allowance Amount Allowance Amount Allowance Amount Allowance
Commercial............... $ 3,630 18.15 %$ 3,040 2458 %$ 1,790 1993 %$ 1,386 2270 %$ 1,863 27.79 %
Commercial real estate 7,253 36.27 2,507 20.27 1,597 17.78 1,674 427 1,441 21.49
Construction.............. 5,929 29.65 4,695 37.96 4,188 46.63 1,920 .481 1,776 26.51
Home equity.............. 1,061 5.30 409 3.31 247 2.75 197 3.23 212 3.16
Residential real estate 1,737 8.68 1,201 9.71 377 4.20 402 6.58 6 53 7.99
Lease financing......... 238 1.19 449 3.63 664 7.39 355 5.81 582 688.
................. 152 0.76 67 0.54 119 1.32 172 2.82 294 84.3

$ 20,000 100.00 %$ 12,368 100.00 %$ 8,982 100.00 %$ 6,106 100.00 %$ 6,704 100.00 %

Deposits. Deposits are the primary funding source for tleen@any. Deposits decreased by $10.8 million, or
1.79%, to $590.1 million for the year ended Decemngie 2009, compared to $600.9 million for the yeaded
December 31, 2008. The decline in deposits waiatitd to a decrease in time deposits by $40.liamjl or
11.98%, as a result of $43.9 million in brokeredeideposits maturing and not renewed during 2008s decrease
was offset by increases in demand deposits of $iilllon, or 5.97%, and savings, NOW and money marke
deposits of $24.2 million, or 13.46%. The increassavings, NOW and money market deposits wasehbelt of
our performance checking product, which increas¢g2l&million, or 81.26%. The performance checkimgduct
has been attractive to our market as it pays aehighite of interest to the customer on balance® 25,000 as
long as the customer has 12 signature based dmigittansactions and at least one ACH or direcosiegach
statement cycle. The Bank realizes non-interesirite from the signature based debit card transectiwat when
netted against the high rate paid to the customemylts in a very attractive cost of funds for Bank. The
performance checking product has enabled us tosfooore on transaction based deposits that devédopger
customer relationships with the Bank versus timgodds that are principally rate driven. We bedi¢his will yield
a lower cost funding base over time and positivelgact the value of our franchise. We have tradilly offered
market-competitive rates on our deposit productklzglieve they provide us with a more attractiverse of funds
than other alternatives such as Federal Home Laark Bborrowings, due to our ability to cross-selti@idnal
services to these account holders. In additionceminue to analyze alternative strategies to goonw deposits
including opening additional banking centers in kets management considers underserved, offeringoneducts,
and obtaining brokered deposits as allowed by oundB Management policy and as deemed prudent by
management and our Board of Directors.
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The following table sets forth the balances forheamjor category of our deposit accounts and thighted-
average interest rates paid for interest-bearipgsies for the periods indicated:

DEPOSITS
Year Ended December 31,
2009 2008 2007
(In thousands)
Percent Weighted Percent Weighted Percent  Weighted
of Average of Average Of Average
Balance Deposits Rate Balance  Deposits Rate Balance Deposits Rate
Demand.........cccceevvveennns $ 91,158 15.45% —% $ 86,020 14.32% —% $ 87,927 16.39% —%
SaVviNgS....cveevieeieeaiiieeenns 8,947 1.52 0.25 8,030 1.34 0.44 8,384 1.57 0.49
Interest-bearing demand. 117,519 19.91 2.69 72,699 12.10 2.64 35,983 6.71 2.14
Money Market................ 77,779 13.18 0.55 99,282 16.52 1.83 153,619 28.64 4.09
Time Deposits................ 294,707 49.94 3.18 334,837 55.72 4.24 250,457 46.69 4.87
Total deposits........ $ 590,110 100.00% $ 600,868 100.00% $ 536,370 100.00%

The following table sets forth the amount of oundi deposits that are $100,000 and greater by &maining
until maturity as of December 31, 2009:

AMOUNTS AND MATURITIES OF
TIME DEPOSITS OF $100,000 OR MORE

As of December 31, 2009

Weighted
Average
Amount Rate Paid
(In thousands)
THhree MONTNS OF 1SS ...ttt $ 20,925 2.39%
Over three months through SIX MONtS .......cccevviieiiii e, 12,640 1.69
Over six months through twelve Mmonths .......ccoeeiviiiieiiie e, 55,805 3.09
OVEr tWEIVE MONTNS .. .ceeee et e et e e e e e e e s e s e e smraaa e 18,048 3.40
10 ) - LSRR $ 107,418 2.84%

Liquidity and Capital Resources

Liquidity. Liquidity is measured by a financial institutisrability to raise funds through deposits, borrdwe
funds, capital, or the sale of marketable assatd) as residential mortgage loans or a portfoliSBA loans. Other
sources of liquidity, including cash flow from thepayment of loans, are also considered in detémmiwhether
liquidity is satisfactory. Liquidity is also achied through growth of core deposits and liquid &ssand
accessibility to the money and capital marketse Tunds are used to meet deposit withdrawals, eiaimeserve
requirements, fund loans and operate the orgaaizatCore deposits, defined as demand depositsesitbearing
transaction accounts, savings deposits and timesitspless than $100,000 (excluding brokered dégposivere
69.76% of our total deposits at December 31, 2868,62.06% and 72.36% of total deposits at DeceBibe2008
and 2007, respectively. Although classified askered deposits for regulatory purposes, funds plalesugh the
CDARS program are Bank customer relationships thatagement views as core deposits. If CDARS d&posi
under $100,000 placed in the CDARS program aredtldek, our core deposit ratio would be 74.11%extenber
31, 2009, and 68.18% and 73.97% at December 3B 200 2007, respectively. Generally, the Companyding
strategy is to fund loan growth with core deposéed utilize alternative sources of funds such as
advances/borrowings from the Federal Home Loan BainKopeka (“FHLBank”), as well as the brokered CD
market to provide for additional liquidity needgdalake advantage of opportunities for lower costs.

43



The Bank is a member of the Federal Home Loan E&dtem, which consists of 12 regional Federal Home
Loan Banks governed and regulated by the FederasiHg Finance Board. The Federal Home Loan Barkéqe
a central credit facility for member institution3he Bank, as a member of the FHLBank of Topekegdgiired to
acquire and hold shares of capital stock in the Btk of Topeka in an amount of 0.2% of our totaless as of
December 31 of the preceding calendar year to itheetsset based stock requirement and 5.00% ofoteir
outstanding FHLBank advances to meet the activétyel stock requirement. The Bank is currentlyoimliance
with this requirement, with a $4.3 million investnten stock of the FHLBank of Topeka as of Decenfiier2009.
The Bank had $82.5 million in outstanding long-texdvances from the FHLBank of Topeka at DecembeB09
and 2008. If needed, FHLBank borrowings are alseduto fund originations of mortgage loans held dale.
Advance availability with the FHLBank fluctuatespéading on levels of available collateral and isedained
daily with regards to mortgage loans held for sald quarterly with regards to overall availabilibAt December
31, 2009, approximately $8.8 million was available unused as the Bank was operating with cashcast
equivalents of approximately $97.0 million.

In addition, the Company uses other forms of stentz debt for cash management and liquidity manageém
purposes on a limited basis. These forms of borrgsvinclude federal funds purchased and revohiirgslof credit
(see Note 10 of the Consolidated Financial StatéshenOn September 30, 2008, the Bank establishik of
credit with the Federal Reserve Bank of Kansas. Citlle availability on the line of credit fluctuatdepending on
the level of available collateral, which includesmamercial and commercial real estate loans. Abdilg on the
line of credit at December 31, 2009 was $36.3 aiilli Advances are made at the discretion of thefaédReserve
Bank of Kansas City.

The Company also uses the brokered market as aesotitiquidity. As of December 31, 2009, the Bdrad
approximately $76.9 million in brokered deposits, @mpared to $133.0 million at December 31, 200&e
decrease in brokered deposits during 2009 wasuét iFsbrokered deposits maturing and not renewathd 2009.
The Bank has worked on replacing brokered funds witre deposits through time deposit promotions and
generating increased interest in our performanaxiihg product. In addition, the Bank is a membéithe
Certificate of Deposit Account Registry Service PBRS”) which effectively allows depositors to reeeiFDIC
insurance on amounts larger than the FDIC insurimig which is currently $250,000. CDARS allowlse Bank
to break large deposits into smaller amounts aadepthem in a network of other CDARS banks to enshat full
FDIC insurance coverage is gained on the entir@sliep The FDIC insurance coverage will remain 25000
until December 31, 2013. Of the $76.9 million irokered deposits, $31.2 million represented cusidioneds
placed into the CDARS program. CDARS has enabtethunaintain our customer relationships as wepraside
funding for the Company to maintain its liquiditggtion.

As a result of an agreement with the Federal ResBank and the Office of the State Banking Comroissi
of Kansas, prior regulatory approval is currentiguired prior to the payment of any dividends by Bank. In
prior years, the Company has relied on dividendsnfthe Bank to assist in making debt service anitleinds
payments. The Company has also agreed at thesteofuthe Federal Reserve Bank, to defer interaginents and
not pay dividends on trust preferred securitieamy of its equity securities without prior regulat@pproval in an
effort to preserve capital. As a result, the Comypdeferred the payment of interest related tottpreferred
securities of BVBC Capital Trust Il due on March, 2009, June 30, 2009, September 30, 2009 andnibere3l,
2009 and the payment of interest related to trustepred securities of BVBC Capital Trust Il due April 24,
2009, July 24, 2009, August 24, 2009, November2B®9, and January 24, 2010. In addition, at t@est of the
Federal Reserve Bank of Kansas City, the Compartifietbthe Treasury of its intention to defer theagterly
dividend payment on the Preferred Shares due tdteasury on May 15, 2009, August 15, 2009, Novenilse
2009 and February 15, 2010. The Company has atdanehe interest and dividends and has everyntida to
bring the obligation current as soon as permittéd. some point in the future, there are other targilexpenses
related to legal and accounting fees which couldniy@ired without the ability of the Bank to diviu up to the
Company. The Company currently maintains cashrizals sufficient to cover such ancillary expenseséveral
years based on historical expense amounts.
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The following table sets forth a summary of our rstherm debt during and as of the end of each perio
indicated.

SHORT-TERM DEBT

Average Weighted Weighted
Amount amount Maximum average Average
outstanding outstanding Outstanding interest rate interest rate
at during the At any during the at period
period end period (1) Month end period end

(In thousands)
At or for the year ended December 31, 2009:

Federal Home Loan Bank borrowings.............. $ - $ 8 $ - 0.43% - %
Federal Funds purchased..................... - 8 - 1.20 -
Federal Reserve Bank line of credit........cccco.. - 11 - 0.50 -
Repurchase agreements and other interest
bearingliabilities ..., 16,12( 23,23t 25,95¢ 0.2t 024
TOtAl .o $ 16,120 $ 23,262 0.25 0.24
At or for the year ended December 20(8:

Federal Home Loan Bank borrowings .............. $. - $ 1,730 $ 4,000 3.16% - %
Federal Funds purchased...............cccoeeeeee - 5 - 1.97 -
JP Morgan Chase operating line of credit.......... - 10,385 15,000 4.94 -
Federal Reserve Bank line of credit........ccc.... - 4 - 1.40 -
Repurchase agreements and other interest bez
ADINLIES ..ot 27,545 33,884 41,708 111 0.31

TOtAl ..o $ 27545 $ 46,008 2.05 0.31

At or for the year ended December 20(C7:
Federal Home Loan Bank borrowings .............. $. 25,000 $ 2,701 % 25,000 5.10% 4.67%
Federal Funds purchased - - - - -
Repurchase agreements and other interest
bearing liabilities 29,036 30,909 37,569 3.83 2.89
TOtAl .o 54,036 $ 33,610 3.93 3.71

(1) Calculations are based on daily averages wheréabl@and monthly averages otherwise.

Capital ResourcesAt December 31, 2009, our total stockholders’igowas $60.6 million, and our equity to

asset ratio was 7.83%. At December 31, 2008, atat stockholders’ equity was $76.4 million, and equity to
asset ratio was 9.37%.

The Federal Reserve Board'’s risk-based guidelisezbbsh a risk-adjusted ratio, relating capitalditierent
categories of assets and off-balance sheet exmsueh as loan commitments and standby lettecsedit. These
guidelines place a strong emphasis on tangiblekbtdder’s equity as the core element of the capitede, with
appropriate recognition of other components of tedypiAt December 31, 2009, our Tier 1 capitalaatas 11.26%,
while our total risk-based capital ratio was 12.54%th of which exceed the capital minimums esshigld in the
risk-based capital requirements.
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Our risk-based capital ratios at December 31, 20008 and 2007 are presented below.
RISK-BASED CAPITAL

December 31,
2009 2008 2007
(In thousands)

Tier 1 capital
Stockholders’ equity ........ccccccevcvveeecvivn. 3 60,603 $ 76,439 $ 58,934
Intangible assets...........ccccvveviie i icceeeees (607) (826) (5,942)

Unrealized (appreciation) depreciation on
available-for-sale securities and derivative

INSTIUMENES.....ooiiiiii e, (106) (657) (600)
Disallowed deferred tax asset................... (8,435) - -
Trust preferred securities (1).......ccccceeeeen.. 19,000 19,000 19,000

Total Tier 1 capital 70,455 93,956 71,392
Tier 2 capital
Qualifying allowance for loan losses......... 7,969 9,381 8,683
Trust preferred securities (1)........ccccceeeen.. - - -
Total Tier 2 capital........cccoveeeviieennneis 7,969 9,381 8,683
Total risk-based capital....................... $ 78,424 $ 103,337 $ 80,075
Risk weighted assets.........cccceevveeriveeennnn. $ 625,475 $ 747,504 694,318
Ratios at end of period
Total capital to risk-weighted assets ratio.. 12.54% 13.82% 11.53%
Tier 1 capital to average assets ratio

(leverage ratio) ..........cccvvveeeeeeeeiiicceens 9.07% 11.50% 9.86 %
Tier 1 capital to risk-weighted assets

L= 1o SRS 11.26% 12.57% 10.28%
Minimum guidelines
Total capital to risk-weighted assets ratio.. 8.00% 8.00% 8.00%
Tier 1 capital to average assets ratio

(leverage ratio) ..........ccccvvveeeeeeeesimmennnnnns 4.00% 4.00% 4.00%
Tier 1 capital to risk-weighted assets
= Lo T 4.00% 4.00% 4.00%

(1) Federal Reserve guidelines for calculation of Tiecapital limits the amount of cumulative tr
preferred securities which can be included in Tieapital to 25% of total Tier 1 capital (Tier 1pdal
before reduction of intangibles). All of the tryseferred securities balance of $19.0 million hbaeer
included as Tier 1 capital as of December 31, 22008 and 2007.

The majority of the increase in capital during 2008s a result of the Company’s participation in thés.
Treasury's Capital Purchase Plan. On December088,2the Company issued and sold to the UnitedeStat
Department of Treasury 21,750 shares of Fixed Rat@ulative Perpetual Preferred Stock, along witerayear
warrant to purchase 111,083 shares of the Compaysnon stock for $29.37 per share, for a totah qgagce of
$21.75 million. The Transaction occurred pursuantand is governed by, the U.S. Treasury’'s Cagitaichase
Plan which is designed to attract broad particgpaby institutions, to stabilize the financial /st and to increase
lending for the benefit of the U.S. economy. Imgection with the transaction, the Company entarama letter
agreement with the Treasury which includes a SeesrPurchase Agreement-Standard Terms. The Redfer
Shares carry a 5% per year cumulative preferreidetid rate, payable quarterly. The dividend rategases to 9%
after five years. Dividends compound if they aecand are not paid. During the first three yedtsr ahe
transaction, the Company may not redeem the PegfeBhares except in conjunction with a qualifiediig
offering meeting certain requirements. During thme that the Preferred Shares are outstandingjnaber of
restrictions apply to the Company, including, amotfters:
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. The Preferred Shares have a senior rank. Thep@oynis not free to issue other preferred stockithsenior
to the Preferred Shares.

. Until the third anniversary of the sale of the redd Shares, unless the Preferred Shares have been
redeemed in whole or the Treasury has transfertedfahe shares to a non-affiliated third parthet
Company may not declare or pay a common stock elddn an amount greater than the amount of the las
quarterly cash dividend per share declared pridd¢twober 14, 2008, or repurchase common stock reer ot
equity shares (subject to certain limited excejomithout the Treasury’s approval.

. If the Company were to pay a cash dividend inftitere, any such dividend would have to be disometd if
a Preferred Share dividend were missed. Thereditédends on common stock could be resumed drdi} i
Preferred Share dividends in arrears were paidmil&i restrictions apply to the Company’s ability t
repurchase common stock if Preferred Share divislanel missed.

. Failure to pay the Preferred Share dividend isamogévent of default. However, a failure to paptaltof six
Preferred Share dividends, whether or not consesugives the holders of the Preferred Sharesigfin to
elect two directors to the Company’s Board of Dioes. That right would continue until the Comparays
all dividends in arrears.

. In conformity with requirements of the Securitlegrchase Agreement-Standard Terms and Sectiob)Ldfl (
the Emergency Economic Stabilization Act of 200& (tEESA”), the Company and its subsidiary, Bank of
Blue Valley, and each of its senior executive @&fficagreed to limit certain compensation, bonusritive
and other benefits plans, arrangements, and psligith respect to the senior executive officersirduthe
period that the Treasury owns any debt or equityisies acquired in connection with the Transactid@he
applicable senior executive officers have enterngd lietter agreements with the Company consentiritye
foregoing and have executed a waiver voluntarilyvimg any claim against the Treasury or the Compfany
any changes to such senior executive officer's @msgtion or benefits that are required to complth wi
Section 111(b) of EESA.

The Warrant is exercisable immediately and expitden years. The Warrant has anti-dilution protes and
certain other protections for the holder, as wall potential registration rights upon written requgsm the
Treasury. If requested by the Treasury, the Wai(@amd the underlying common stock) may need téished on a
national securities exchange. The Treasury hasedgrot to exercise voting rights with respectammon shares it
may acquire upon exercise of the Warrant. The nurmbeommon shares covered by the Warrant coule leen
reduced by up to one-half if the Company completed equity offering meeting certain requirements by
December 31, 2009. If the Preferred Shares areeneg@ in whole, the Company has the right to pueclasy
common shares held by the Treasury at their farketavalue at that time.

In addition to participation in the CPP, the Compaad a common stock rights offering to holderseaford of
its common stock as of the close of business oneliber 10, 2008, of non-transferable subscriptightsi to
purchase up to 334,000 shares of its common stioalkcash subscription price of $18.00 per shartee Tompany
received gross cash proceeds of approximately $8I®n in the rights offering with 288,943 shareEcommon
stock being issued. The proceeds, less expensased in the rights offering, were invested in Benk to provide
additional capital for the Bank.
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Contractual Obligations

Our known contractual obligations outstanding aBeéember 31, 2009 are presented below.

Payments due by Perio

Less than More than
Total 1 year 1-3years 3-5years 5 years
(In thousands)
Time cepositobligations........... $ 294,700 $ 221,13. $ 43,09¢ $ 18,33 % 12,14«
Shor-termdebtobligations....... - - - - -
Long-term cebtobligations....... 102,08¢ - 22,50( 20,00( 59,58¢
Total obligations .............ee....... $ 396,79 $ 22113. $ 65,59¢ $ 38,33: $ 71,73:
Inflation

The consolidated financial statements and relad¢a presented in this report have been preparacciordance
with accounting principles generally accepted ia United States of America, which require the mezmment of
financial position and operating results in ternfishistorical dollars without considering changestlie relative
purchasing power of money over time due to inflatidJnlike most industrial companies, substantiallyof our
assets and liabilities are monetary in nature. aA®sult, interest rates have a more significargaith on our
performance than the effects of general levelsnfiftion. Interest rates do not necessarily maveahe same
direction or in the same magnitude as inflationdditional discussion of the impact of interest ralmnges is
included in Item 7A: Qualitative and Quantitativaés€losure About Market Risk. In addition, we das# the
estimated fair value of our financial instrumemntdNote 21 to the consolidated financial statememtsided in this
report.

Off-Balance Sheet Arrangements

The Company enters into off-balance sheet arrangesnie the ordinary course of business. Our ofeheé
sheet arrangements generally are limited to comemnitento extend credit, mortgage loans in the psoads
origination and forward commitments to sell thosartigage loans, letters of credit and lines of dredi

Commitments to extend credit are agreements to fera customer as long as there is no violatiomrof
condition established in the agreement. They gélgdrave fixed expiration dates or other terminatdauses and
may require a payment of a fee. The commitmentsnelkover varying periods of time with the majoriitging
disbursed within a one-year period. Since a portibthe commitments may expire without being draypen, the
total commitment amounts do not necessarily reprefsgure cash requirements. Each customer’s twedihiness
is evaluated on a case-by-case basis. The amdunbllateral obtained, if deemed necessary, is daze
management’s credit evaluation of the counterpatyllateral held varies, but may include accoustsivable,
inventory, property, plant and equipment, comméngal estate and residential real estate. At Déegr81, 2009,
the Company had outstanding commitments to origit@ns aggregating approximately $22.7 million.

Mortgage loans in the process of origination repnéamounts that the Company plans to fund withiemnal
period of 60 to 90 days and which are intendeds&de to investors in the secondary market. Forwandmitments
to sell mortgage loans are obligations to delieank at a specified price on or before a specitiagte date. The
Bank acquires such commitments to reduce marké&t ais mortgage loans in the process of originatiod a
mortgage loans held for sale. Total mortgage laanthe process of origination amounted to $4.1lionil and
mortgage loans held for sale amounted to $8.8anilit December 31, 2009. As a result, we had aoedbiorward
commitments to sell mortgage loans totaling appnately $12.9 million. Mortgage loans in the proces
origination represent commitments to originate fanboth fixed and variable rates.

Letters of credit are conditional commitments isku®y the Company to guarantee the performance of a
customer to a third party. Those guarantees aimaply issued to support public and private borimyv
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arrangements, including commercial paper, bondnfimay and similar transactions. The credit riskolned in
issuing letters of credit is essentially the samé¢hat involved in extending loans to customerbe Tompany had
total outstanding letters of credit amounting to3d&illion at December 31, 2009.

Lines of credit are agreements to lend to a cust@wéong as there is no violation of any condistablished
in the contract. Lines of credit generally havesfl expiration dates. Since a portion of the lirey expire without
being drawn upon, the total unused lines do noessarily represent future cash requirements. Eastomer’s
creditworthiness is evaluated on a case-by-cass.bd$ie amount of collateral obtained, if deemedessary, is
based on management’s credit evaluation of the tegpauty. Collateral held varies, but may includzants
receivable, inventory, property, plant and equipthecommercial real estate and residential real testa
Management uses the same credit policies in gmlfities of credit as it does for on-balance shestriments. At
December 31, 2009 unused lines of credit borrowagggegated approximately $112.0 million.

Future Accounting Requirements

On June 29, 2009, the FASB issued Accounting Stalsd@odification (ASC) 105-10 which establishes the
Codification as the source of authoritative GAARagnized by the FASB to be applied to nongovernaient
entities. Rules and interpretive releases of theuities and Exchange Commission (SEC) under &dgws are
also sources of authoritative GAAP for SEC regigfsa All guidance contained in the Codificatiomress an equal
level of authority. Accounting Standard Updatessiésd after the effective date of this update vall Ine considered
authoritative in their own right. Instead, the Aoating Standard Updates will serve only to updtte
Codification, provide background information abdhé guidance, and provide the basis for conclusmmghe
change(s) in the Codification. After the effectilate of this statement, all non-grandfathered 8B&- accounting
literature not included in the Codification is stgmtled and deemed non-authoritative. The Codiicatlso
changes the way that U.S. generally accepted atioguprinciples is referenced. ASC 105-10 is effex for
interim and annual reporting periods after Septenitie 2009. There is currently no material imp#om the
adoption of this update.

On June 12, 2009, the FASB issued revisions to 88C-10, ASC 860-40, ASC 860-50 which enhances
information reported to users of financial statetaday providing greater transparency about trasséérfinancial
assets and the company’s continuing involvemertransferred assets. This statement removes theepbmof
qualifying special purpose entity, changes the irements for derecognizing financial assets, anguires
enhanced disclosures to provide financial statemisets with greater transparency about transfernahcial
assets and a transferor's continuing involvemerh wiansfers of financial assets accounted foredsss This
update is effective for annual reporting periodgibeing after November 15, 2009, for interim pesgaslithin the
first annual reporting period and for interim amhaal reporting periods thereafter (effective Japuda 2010 for
the Company). Management does not anticipate lith@ive a material impact on the Company’s consodid
financial statements.

On June 12, 2009, the FASB issued revisions to 8B6-20, ASC 810-10 which requires a company to
perform a qualitative analysis when determining tivbeit must consolidate a variable interest entifthis analysis
identifies the primary beneficiary of a variabléeirest entity as the company that has both the pawairect the
activities of the variable interest entity that menificantly impact the entity’'s economic permance, and the
obligation to absorb losses of the entity that ddug significant to the variable interest entityttoe right to receive
benefits from the entity that could potentially significant to the variable interest entity. Thkiatement requires
the company to perform ongoing reassessments &ndiete if it must consolidate a variable interastitg. This
statement requires disclosures about the compaimyslvement with the variable interest entities aady
significant changes in risk exposure due to thatlivement, how the involvement affects the comparfyiancial
statements, and significant judgments and assunwyptiade in determining whether it must consolidagevariable
interest entity. This update is effective for aalheeporting periods beginning after November 1%, for interim
periods within the first annual reporting perioddaor interim and annual reporting periods therateffective
January 1, 2010 for the Company). Management doeanticipate that this update will have a maténmgpact on
the Company’s consolidated financial statements.

49



Regulatory Matters

The Board of Directors of Blue Valley Ban Corp. aitgl wholly owned subsidiary, Bank of Blue Valley,
entered into a written agreement with the FedeedeRve Bank of Kansas City as of November 4, 2008is
agreement was a result of an examination that wampleted by the regulators in May 2009, and relptesarily to
the Bank’s asset quality. Under the terms of tire@ment, the Company and the Bank agreed, ambieg things,
to submit an enhanced written plan to strengtheditrisk management practices and improve the Bapdsition
on the past due loans, classified loans, and otarestate owned; review and revise its allowdncdoan and
lease loss methodology and maintain an adequatevaice for loan loss; maintain sufficient capital the
Company and Bank level; and improve the Bank’s iagmand overall condition. The Company and Baa¥eh
also agreed not to increase or guarantee any fdefithase or redeem any shares of stock or dectapayoany
dividends without prior written approval from thederal Reserve Bank. Progress on these itemsewashade
since the completion of the examination and manage¢rind the Boards are committed to resolvingfathe items
addressed by the regulators in the agreement. Hdwrd of Directors believes the enhanced procedures
contemplated by the agreement will be beneficidhtoBank’s future operations and success.

Subsequent Events

Non-performing assets

As of February 26, 2010, there are approximatelyb $dillion in loans that are not identified on then-
performing assets table on page 39 which havereitbeome 90 days past due and placed on non-acsincs
December 31, 2009 or the Company has receivediad@itinformation which indicates the Company mapt n
receive contractual principal and interest on tfamland thus the loan has been placed on non-astatizss. Of the
$4.5 million in loans placed on non accrual sincec&@nber 31, 2009, one borrowing relationship reptes
90.90% of the balance.
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ltem  7A: Qualitative and Quantitative Disclosure About Market Risk

As a continuing part of our financial strategy, agempt to manage the impact of fluctuations in kaar
interest rates on our net interest income. THigreentails providing a reasonable balance betweatarest rate
risk, credit risk, liquidity risk and maintenanceéydeld. Our funds management policy is establisbg our Bank
Board of Directors and monitored by our Asset/LipiManagement Committee. Our funds managemefitypo
sets standards within which we are expected toabperThese standards include guidelines for expadsuinterest
rate fluctuations, liquidity, loan limits as a pentage of funding sources, exposure to corresporukmks and
brokers, and reliance on non-core deposits. Owmddumanagement policy also establishes the repgortin
requirements to our Bank Board of Directors. Gwestment policy complements our funds managenaiypby
establishing criteria by which we may purchase sges. These criteria include approved types efusities,
brokerage sources, terms of investment, qualitydstads, and diversification. Our liquidity contergy funding
plan is established by our Bank Board of Directamd monitored by our Asset/Liability Management Quaittee.
Our liquidity contingency funding plan sets guidels for the Company to monitor and control itsiliify position
as well as ensure appropriate contingency liquigigns are actively in place and consistent with ¢hrrent and
forecasted needs of the Company.

We use an asset/liability modeling system to aralyre Company's current sensitivity to instantasesnd
permanent changes in interest rates. The systamiaes the Company's asset and liability basepameécts future
net interest income results under several inteéedstassumptions. This allows management to view¢hanges in
interest rates will affect the spread between thlelyeceived on assets and the cost of depositbamowed funds.

The asset/liability modeling system is also usedatalyze the net economic value of equity at riskleu
instantaneous shifts in interest rates. The "nehemic value of equity at risk" is defined as tharket value of
assets less the market value of liabilities plusimithe market value of any off-balance sheet ijposit By
effectively looking at the present value of alluté cash flows on or off the balance sheet, theo@homic value of
equity modeling takes a longer-term view of intérase risk.

We strive to maintain a position such that curenges in interest rates will not affect net ies¢income or
the economic value of equity by more than 5%, pebasis points. The following table sets forth #stimated
percentage change in the Bank's net interest inamraethe next twelve month period and net econoralae of
equity at risk at December 31, 2009 based on tiieated instantaneous and permanent changes ieshtates.

Net Interest Net Economic
Income Value of
Changes in Interest Rates (next 12 months) Equity at Risk
200 basis point rise 2.85% (8.78 )%
Base Rate Scenario - -
200 basis point decline 1.61 % (2.39) %

The above table indicates that, at December 319,20the event of a sudden and sustained increase
decrease in prevailing market rates, our net isteéreome would be expected to increase. Thisrissalt of an
increase in our interest-bearing demand deposéniak, specifically our performance checking prtslucThe
increase in interest-bearing demand deposit basapiaevides the Company with greater control overdbst of its
funding base and enables the Company to expandeitsinterest margin in an increasing or decreasatg
environment. The Company also has higher rate tieposits which reprice over the next 12 monthmsaddition,
the Company has placed floors on its loans ovefatteseveral years which would limit the declingyield earned
on the loan portfolio in a declining rate enviromhe/hile the cost of funding would decrease resglin a greater
net interest margin. Another consideration in sing interest rate scenario is the impact of magg#oan
refinancing, which would likely decline, leading lower loans held for sale fee income, though thedct is
difficult to quantify or project. In the decreagirate scenarios, the adjustable rate assetssjloaprice to lower
rates faster than our liabilities, but our liald# — long-term FHLB advances and existing timeodép — would not
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decrease in a rate as much as market rates. litioagdixed rate loans might experience an incecas
prepayments, further decreasing yields on earrésgta and causing net income to decrease.

The above table also indicates that, at Decembe2@Q09, in the event of a sudden increase or dserega
prevailing market rates, the economic value ofequity would decrease. Given our current asshililia position,
a 200 basis point decline in interest rates wilufein a lower economic value of our equity as tmange in
estimated loss on liabilities exceeds the changestimated gain on assets in these interest ragpasos.
Currently, under a falling rate environment, thenpany's estimated market value of loans could asweas a
result of fixed rate loans, net of possible prepagts. The estimated market value of investmeniriéxs could
also rise as our portfolio contains higher yieldgggurities. However, the estimated market vataeease in fixed
rate loans and investment securities is offsefrbg eposits unable to reprice to lower rates imately and fixed-
rate callable advances from FHLBank. The likelithad advances being called in a decreasing ratecamaent is
diminished resulting in the advances existing ufiial maturity, which has the effect of loweriniget economic
value of equity. Given our current asset/liabifitysition, a 200 basis point increase in interatts will result in a
lower economic value of our equity due to the eated loss of liabilities and assets in this interate scenario.
Currently, under an increasing rate environmermt,Gompany’s estimated market value of loans coatdahse due
to fixed rate loans and investments with rates totlvan market rates. These assets have likelitmodmain until
maturity in this rate environment. However, théreated market value decreases in fixed rate laadsinvestment
securities if offset by time deposits unable toriepto higher rates immediately and fixed-ratdatdé advances
from FHLBank. The likelihood of advances beinglealin a rising rate environment increases regyliim
advances being repriced prior to maturity.

The following table summarizes the anticipated mités or repricing of our interest-earning assatsl
interest-bearing liabilities as of December 31,20tased on the information and assumptions skt feiow.
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INTEREST-RATE SENSITIVITY ANALYSIS

Expected Maturity or Repricing Date
(In thousands)

0-90 Days 91-365 Days 1 year 1to 2 years 2 to 5 years Thereafter Total
Interest-Earning Assets:
Fixed Rate Loans............c.c....... § 25011 $ 63542 $ 88553 $ 39,056 $ 89879 $ 10,669 $ 228,157
Average Interest Rate........... 6.67% 6.90 % 6.83 % 7.23% 6.87 % 6.50 % 6.90 %
Variable Rate Loans......... 302,850 10,271 313,121 19,824 1,761 - 334,706
Average Interest Rate... 4.91% 4.50 % 4.89% 5.53% 7.00% - 4.94%
Fixed Rate Investments.... - - - 7,066 60,206 4,891 72,163
Average Interest Rate... - - - 2.19% 2.50% 3.00 % 2.50 %
Variable Rate Investments, . 594 - 594 - - - 594
Average Interest Rate........... 3.86% - 3.86% - - - 3.86 %
Interest Bearing Deposits 64,858 - 64,858 - - - 64,858
Average Interest Rate........... 0.04% 0.04% - 0.04 %

Total interest-earning asset§ 393,313 $ 73,813 $ 467,126 $ 65946 $ 151,846 $ 15,560 $ 700,478

Interest-Bearing Liabilities:

Interest-bearing demand........... ¢ 117519 $ - $ 117519 $ - $ - $ - $ 117,519
Average Interest Rate. . 2.30% - 2.30% - - - 2.30%
Savings and money market.. 86,726 - 86,726 - - - 86,726
Average Interest Rate... 0.52% - 0.52% - - - 0.52 %
Time deposits. 56,990 164,166 221,156 32,700 28,721 12,130 294,707
Average Interest Rate... 2.68% 3.20% 3.07% 3.18% 3.57% 3.57% 3.15%
Funds borrowed............... .. 103,208 5,000 108,208 - 10,000 - 118,208
Average Interest Rate........... 2.95% 4.08 % 3.00% - 3.71% - 3.06 %
Total interest-bearing
liabilities .........coceveiiinen, 364,443 $ 169,166 $ 533609 $ 32,700 $ 38,721 $ 12,130 $ 617,160
Cumulative:
Rate sensitive assets (RSA). ¢ 393,313 $ 467,126 $ 467,126 $ 533,072 $ 684,918 $ 700,478 $ 700,478
Rate sensitive liabilities (RSL) 364,443 533,609 533,609 566,309 605,030 617,160 617,160
GAP (GAP = RSA — RSL) 28,870 (66,483) (66,483) (33,237) 79,888 83,318 83,318
RSA/RSL 107.92% 87.54% 87.54% 94.13% 113.20% 113.50%
RSA/Total assets 50.82 60.35 60.35 68.88 88.49 90.50
RSL/Total assets 47.09 68.94 68.94 73.17 78.17 79.74
GAP/Total assets...................... 3.73 (8.59) (8.59) (4.29) 10.32 10.77
GAP/RSA ..ottt 7.34 (14.23) (14.23) (6.23) 11.66 11.89

Certain assumptions are contained in the above tabich affect the presentation. Although certsrets and
liabilities may have similar maturities or periotis repricing, they may react in different degreeschanges in
market interest rates. The interest rates onioetpes of assets and liabilities may fluctuatadvance of changes
in market interest rates, while interest rates tireotypes of assets and liabilities lag behindnglea in market
interest rates.

Disclosures about fair values of financial instrumse which reflect changes in market prices anestatan be
found in Note 21 to the consolidated financialesta¢nts included in this report.

tem 8: Financial Statements and Supplementary Data

See index to Blue Valley Ban Corp. financial stat@ts on page F-1.

tem 9: Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure

No items are reportable.
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ltem  9A: Controls and Procedures

Management, including the Company’s Chief Executdfficer and Chief Financial Officer, conducted an
evaluation of the effectiveness of the design gmeration of the Company’s disclosure controls armt@dures as
of December 31, 2009. Based upon the evaluati@magement concluded that the Company’s disclosamrals
and procedures are effective to ensure that alemahtinformation requiring disclosure in this aahweport was
made known to them in a timely manner.

Management is responsible for establishing and taiaing adequate internal control over financigiaeing
for the Company. During the year, the Company maadleignificant changes in internal controls ovieafcial
reporting or in other factors that could materiaffect the Company’s internal control over finaceporting.

Management’s Report on Internal Control Over Fim@riReporting:

Management is responsible for establishing and taiaimg adequate internal control over financiglading,
as such term is defined in Exchange Act Rules E§-Bbnd 15d-15(f). Under the supervision and wiitle
participation of management, including the Companghief Executive Officer and Chief Financial O#fic we
conducted an evaluation of the effectiveness ofit@rnal control over financial reporting basedtba framework
in Internal Control — Integrated Framework issugdh®e Committee of Sponsoring Organizations of Theadway
Commission. Based on our evaluation under the dwaonk in Internal Control — Integrated Frameworky o
management concluded that our internal control émancial reporting was effective as of Decembkr 2009.

This annual report does not include an attestagmort of the Company’s registered public acconfirm
regarding internal control over financial reportindanagement’s report was not subject to attestaliy the

Company’s registered public accounting firm purduém temporary rules of the Securities and Exchange
Commission that permit the Company to provide angnagement’s report to this annual report.

ltem  9B: Other Information

No items are reportable.
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Part 111
tem  10: Directors, Executive Officers and Corporae Governance

Information regarding the Company’s directors amdcative officers is included in the Company’s Brox
Statement for the 2010 Annual Meeting of Stockhiddand is hereby incorporated by reference.

Information regarding the Bank’s directors and exize officers is included in Part | of this ForrA-K under
the caption “Directors and Executive Officers of fRegistrant.”

The Company has adopted a code of conduct thaieappl our principal executive, financial, and agting
officers. A copy of our code of conduct can beagird free of charge by contacting us directly at:

Investor Relations

11935 Riley

Overland Park, KS 66213
913.338.1000

Email: ir@bankbv.com

We intend to disclose any amendments to, or waifvers, any provision of our code of conduct thaplés to
our chief executive officer, chief financial offigeor chief accounting officer by posting such imfation to our
website located at www.BankBV.com.

tem  11: Executive Compensation

This information is included in the Company’s Pr&atement for the 2010 Annual Meeting of Stockbwdd
and is hereby incorporated by reference.

ltem  12: Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

This information is included in the Company’s Prd&atement for the 2010 Annual Meeting of Stockbrdd
and is hereby incorporated by reference.

tem  13: Certain Relationships, Related Transactions, and Director Independence

The Bank periodically makes loans to our execubfficers and directors, the members of their imratali
families and companies with which they are affdit As of December 31, 2009, the Bank had aggeelgans
outstanding to such persons of approximately $2#ldon, which represented 36.94% of our stockhoddequity
of $60.6 million on that date. These loans:
* were made in the ordinary course of business;

* were made on substantially the same terms, inuduiditerest rates and collateral, as those prenggdt the time
for comparable transactions with other personselated to the Bank; and

« did not involve more than the normal risk of cotlbility or present other unfavorable features.
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Information regarding Director Independence is udeld in the Company’s Proxy Statement for the 2010
Annual Meeting of Stockholders and is hereby inocoaped by reference.

ltem  14: Principal Accounting Fees and Services

This information is included in the Company’s Prd&atement for the 2010 Annual Meeting of Stockbrdd
and is hereby incorporated by reference.

Part IV
Item  15: Exhibits, Financial Statement Schedules
€)) The financial statements and financial statememdales listed in the accompanying index to

consolidated financial statements and financidestant schedules are filed as part of this ForrK10-
(b) The exhibits listed in the accompanying exhibitdrdre filed as part of this Form 10-K.

(c) None
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, the Regi has
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

Date:

March 23, 2010

By: /s/ Robert D. Regnier
Robert D. Regnier, President,
Chief Executive Officer and Director

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed by th
following persons on behalf of the registrant amthie capacities listed on the dates indicated

Date:

Date:

Date:

Date:

Date:

Date:

March 23, 2010

March 23, 2010

March 23, 2010

March 23, 2010

March 23, 2010

March 23, 2010

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

By: /s/ Mark A. Fortino
Mark A. Fortino, Chief Financial Officer
(Principal Financial and Accounting Officer)

By: /s/ Donald H. Alexander
Donald H. Alexander, Director

By: /s/ Michael J. Brown
Michael J. Brown, Director

By: /s/ Anne D. St. Peter
Anne D. St. Peter, Director

By: /s/ Robert D. Taylor
Robert D. Taylor, Director
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10.1

10.2

10.3

10.4

10.5

Agreement and Plan of Merger between Unisorc&am Inc., BVBC Acquisition [, Inc. and Blue
Valley Ban Corp., dated as of November 2, 2006.****

Acquisition Agreement and Plan of Merger ambiogthland National Bank, Blue Valley Ban
Corp. and Western National Bank, dated as of Mar@007.x+***

Purchase and Assumption Agreement among Nadhitional Bank, Bank of Blue Valley and
Blue Valley Ban Corp., dated as of March 2, 2007**

Amended and Restated Articles of IncorporatibBlue Valley Ban Corp. *
Bylaws, as amended, of Blue Valley Ban Corp. *

Certificate of Designations dated December 3, 2008*

1998 Equity Incentive Plan. *

1994 Stock Option Plan. *

Agreement as to Expenses and Liabilities. *

Indenture dated April 10, 2003, between Blue VabBay Corp. and Wilmington Trust Company

*%

Amended and Restated Declaration of Trust dated A@y 2003 **
Guarantee Agreement dated April 10, 2003 **

Fee Agreement dated April 10, 2003 **

Specimen of Floating Rate Junior Subordinated Belourity **

Junior Subordinated Indenture dated as of July2Q05 between Blue Valley Ban Corp. and
Wilmington Trust Company***

Amended and Restated Declaration of Trust dated28)l2005***
Guarantee Agreement dated July 29, 2005***

Warrant to purchase Common Stock dated Dece g0, ******
Promissory Note of Blue Valley Building dated Jaly, 1994. *

Mortgage, Assignment of Leases and Rents and $g@greement between Blue Valley
Building and Businessmen's Assurance Company ofrismedated July 15, 1994. *

Assignment of Leases and Rents between Blue VBIlgiging and Businessmen's Assurance
Company of America dated July 15, 1994. *

Line of Credit Note with JP Morgan Chase dated Je2005 ****

Term Note with JP Morgan Chase dated June 15, 2065
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10.6

10.7

111

21.1

23.3

31.1

31.2

32.1

99.1

99.2

*%

*k%
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Letter Agreement dated December 5, 2008, dineduSecurities Purchase Agreement — Standard
Terms, incorporated by reference herein, betweer Bhlley Ban Corp. and the United States
Department of Treasury.******

Amendment and Waiver by and among Bank of Blaitey, Blue Valley Ban Corp. and its
Senior Executive Officers.******

Statement regarding computation of per share eggniPlease see p. F-12.
Subsidiaries of Blue Valley Ban Corp.

Consent of BKD, LLP.

Certification of the Chief Executive Officeunguant to Rule 13a-14(a)/15d-14(a)
Certification of the Chief Financial Officeagguant to Rule 13a-14(a)/15d-14(a)

Certification of the Chief Executive OfficancaChief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&darbanes-Oxley Act of 2002

Certification of the Principal Executive Officpursuant to Section 111 of the Emergency
Economic Stabilization Act of 2008.

Certification of the Principal Financial Officpursuant to Section 111 of the Emergency
Economic Stabilization Act of 2008.

Filed with the SEC on April 10, 2000 as an Exhiioi Blue Valley's Registration Statement on
Form S-1, Amendment No. 1, File No. 333-34328. ikilincorporated herein by reference.

Filed with the SEC on March 19, 2004 as an Eitib Blue Valley's Annual Report on Form 10-
K. Exhibit incorporated herein by reference.

Filed with the SEC on August 3, 2005 as an bbihto Blue Valley’s Current Report on Form 8-K.
Exhibit incorporated herein by reference.

Filed with the SEC on March 27, 2006 as an kbihto Blue Valley’s Annual Report on Form 10-
K. Exhibit incorporated herein by reference.

Filed with the SEC on March 29, 2007 as an kit to Blue Valley’s Annual Report on Form 10-
K. Exhibit incorporated herein by reference.

*rxeek Filed with the SEC on December 8, 2008 as Bxrhibit to Blue Valley’s Current Report on Form

8-K. Exhibit incorporated herein by reference.

*rxeekx Filed with the SEC on October 17, 2008 and&xhibit to Blue Valley’s Quarterly Report on Form

10-Q. Exhibit incorporated herein by reference.
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Report of Independent Registered Public Accountindrirm

Audit Committee,

Board of Directors and Stockholders
Blue Valley Ban Corp.

Overland Park, Kansas

We have audited the accompanying consolidated balaheets of Blue Valley Ban Corp. (the “Comparag)of
December 31, 2009 and 2008, and the related cdiasedl statements of operations, stockholders’ yauitl cash flows
for each of the three years in the period endede®ber 31, 2009. These consolidated financial riiés are the
responsibility of the Company’s management. Ospoasibility is to express an opinion on these obdated financial
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaiBlo
(United States). Those standards require that ke @and perform the audits to obtain reasonablerasse about
whether the financial statements are free of matenisstatement. The Company is not required te haor were we
engaged to perform, an audit of its internal cdrdk@r financial reporting. Our audits includechs@eration of internal
control over financial reporting as a basis forigieing auditing procedures that are appropriatiaéncircumstances, but
not for the purpose of expressing an opinion on dffectiveness of the Company's internal controgrofinancial
reporting. Accordingly, we express no such opinid@ur audits also included examining, on a tesishaevidence
supporting the amounts and disclosures in the fiahrstatements, assessing the accounting prirkcipked and
significant estimates made by management and dizduthe overall financial statement presentatidie believe that
our audits provide a reasonable basis for our opini

In our opinion, the consolidated financial stateteeneferred to above present fairly, in all materespects, the
financial position of Blue Valley Ban Corp. as oé&mber 31, 2009 and 2008, and the results opesations and its

cash flows for each of the three years in the pleeioded December 31, 2009 in conformity with actiognprinciples
generally accepted in the United States of America.

/s/ BKD, LLP

Kansas City, Missouri
March 23, 2010
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BLUE VALLEY BAN CORP.
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2009 AND 2008
(In thousands, except share data)

ASSETS
2009 2008
Cash and due from banks $ 32,126 $ 24,630
Interest bearing deposits in other financial initins 64,858 343
Federal funds sold - 20,000
Cash and cash equivalents 96,984 44,973

Available-for-sale securities 72,757 68,681
Mortgage loans held for sale, fair value at Decen®ie 2009 and lower of 8,752 8,157

amortized cost or fair value at December 31, 2008
Loans, net of allowance for loan losses of $20 889 $12,368 in 2009 and 2008, 534,111 650,033

respectively
Premises and equipment, net 16,930 17,883
Foreclosed assets held for sale, net 19,435 4,783
Interest receivable 2,303 3,273
Deferred income taxes 9,480 3,265
Income taxes receivable 2,746 3,623
Prepaid expenses and other assets 2,803 2,315
Federal Home Loan Bank stock, Federal Reserve Bk, and

other securities 7,059 7,888
Core deposit intangible asset, at amortized cost 607 826

Total assets $ 773,967 $ 815,700

See Notes to Consolidated Financial Statements
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BLUE VALLEY BAN CORP.
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2009 AND 2008
(In thousands, except share data)

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES

Deposits
Demand
Savings, NOW and money market
Time
Total deposits

Other interest-bearing liabilities
Short-term debt

Long-term debt

Interest payable and other liabilities

Total liabilities
STOCKHOLDERS' EQUITY

Capital stock
Preferred stock, $1 par value, $1,000 liquidapiceference
Authorized 15,000,000 shares; issued and outstgn
2009 — 21,750 shares; 2008 — 21,750 shares
Common stock, par value $1 per share;
Authorized 15,000,000 shares; issued and owtistgn
2009 — 2,817,650 shares; 2008 — 2,760,105 shares
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income, net ofrmetax of
$69 in 2009 and $434 in 2008
Total stockholders’ equity

Total liabilities and stockholders’ equity

See Notes to Consolidated Financial Statements

2009

$ 91,158
204,245
294,707
590,110

16,120

102,088

5,046

713,364

22

2,818
37,975
19,685

103
60,603

$ 73967

2008

$ 86,020

180,011
334,837

600,868

27,545

107,584

3,264

739,261

22

2,760
37,666
35,340

651
76,439

$ 815,700



BLUE VALLEY BAN CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007
(In thousands, except per share data)

INTEREST INCOME
Interest and fees on loans
Federal funds sold and other short-term investsent
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-bebaipitjties
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
Gain on settlement of litigation
Other income
Total non-interest income

NON-INTEREST EXPENSE
Salaries and employee benefits
Net occupancy expense
Goodwill impairment
Other operating expense
Total non-interest expense
INCOME (LOSS) BEFORE INCOME TAXES
PROVISION (BENEFIT) FOR INCOME TAXES
NET INCOME (LOSS)
DIVIDENDS AND ACCRETION ON PREFERRED STOCK

NET INCOME (LOSS) AVAILABLE TO COMMON
SHAREHOLDERS

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

See Notes to Consolidated Financial Statements

2009 2008
$ 33,996 $ 41,245
144 378
1,943 3,375
36,083 44,998
2,589 1,394
490 2,402
10,742 12,139
58 375
- 568
4,108 4,813
17,987 21,691
18,096 23,307
21,635 17,025
(3,539) 6,282
2,785 2,136
3,250 3,299
346 702
- 1,000
1,875 1,275
8,256 8,412
12,272 12,500
2,811 3,144
- 4,821
12,758 8,304
27,841 28.769
(23,124) (14,075)
(8.514) (3.824)
(14,610) (10,251)
1,045 -
$  (15655) $  (10,251)
$ (5.68) $ (4.20)
$ (5.68) $ (4.20)
$ 0.00 $ 0.00

2007

$ 47,194
557

4,466

52,217

656
6,362
13,134
1,181
138
4,111

25,582

26,635

2,855

23,780

, 163
2,830
105

1,105

7,200

13,570
3,200

7,447

24,217
6,763
2,275

4,488

$ 4,488

$ 1.86
$ 1.84
$ 0.36



BLUE VALLEY BAN CORP.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007
(In thousands, except share data)

Accumulated

Additional Other
Comprehensive  Preferred Common Paid-In Retained mp@ehensive
Income Stock Stock Capital Earnings Income (Loss) otall
BALANCE, DECEMBER 31, 2006 $ - $ 2409 $ 9,561 $41,982 $ (132) $53,820
Issuance of 10,182 shares of restricted stock,
net of forfeitures 10 292 302
Issuance of 15,425 shares of common stock
through stock options exercised 16 327 343
Issuance of 4,558 shares of common stock for
the employee stock purchase plan 5 132 137
Dividends on common stock ($0.36 per share) (878) (878)
Net income 4,488 4,488 4,488
Change in derivative financial instrument, net
of income taxes (credit) of $(47) (70) (70) (70)
Change in unrealized appreciation on
available-for-sale securities, net of income
taxes of $528 792 792 792
$ 5,210
BALANCE, DECEMBER 31, 2007 $ - $ 2440 $10,312 $45,592 $ 590 $58,934
Issuance of 21,750 shares of preferred stock 2 2 21,639 21,661
Issuance of stock warrants to purchase
111,083 shares of common stock 89 89
Issuance of 288,943 shares of common stock
through rights offering 289 4,912 5,201
Issuance of 12,820 shares of restricted stock,
net of forfeitures 13 296 309
Issuance of 15,100 shares of common stock
through stock options exercised 15 305 320
Issuance of 3,587 shares of common stock for
the employee stock purchase plan 3 112 115
Net income (10,251) (10,251) (10,251)
Accretion of discount on preferred shares 1 (1) -
Change in derivative financial instrument, net
of income taxes (credit) of $(4) (6) (6) (6)
Change in unrealized appreciation on
available-for-sale securities, net of income
taxes of $44 67 67 67
$(10,190)
BALANCE, DECEMBER 31, 2008 $ 22 $ 2,760 $37,666 $35,340 $ 651 $76,439
Issuance of 55,050 shares of restricted stock,
net of forfeitures 55 232 287
Issuance of 2,495 shares of common stock for
the employee stock purchase plan 3 59 62
Net income (14,610) (14,610) (14,610)
Accretion of discount on preferred shares 18 (18) -
Dividend on preferred shares (1,027) (1,027)
Change in unrealized appreciation on
available-for-sale securities, net of income
taxes (credit) of $(365) (548) (548) (548)
$(15,158)
BALANCE, DECEMBER 31, 2009 $ 22 $ 2,818 $37,975 $19,685 $ 103 $60,603

See Notes to Consolidated Financial Statements
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BLUE VALLEY BAN CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income to net casiv fl
From operating activities:
Depreciation and amortization
Amortization (accretion) of premiums and discaunh available-for-
sale securities
Provision for loan losses
Provision for foreclosed assets held for sale
Goodwill impairment
Deferred income taxes
Stock dividends on Federal Home Loan Bank (FH&Byk
Gain on sale of available-for-sale securities
Net (gain) loss on sale of foreclosed assets
Restricted stock earned and forfeited
Compensation expense related to the employek ptochase plan
Originations of loans held for sale
Proceeds from the sale of loans held for sale
Realized loss on loans held for sale fair valljestment
Proceeds from settlement of litigation
Gain on settlement of litigation
Changes in:
Interest receivable
Net fair value of loan related commitments
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
Proceeds from sales of loan participations
Purchase of premises and equipment
Proceeds from sale of premises and equipment
Proceeds from the sale of foreclosed assets f egpenses
Purchases of available-for-sale securities
Proceeds from maturities of available-for-saleusées
Proceeds from sales of available-for-sale seesriti
Purchases of Federal Home Loan Bank stock, Fe&asgrve Bank stock,
and other securities
Proceeds from the redemption of Federal Home LBamk stock, Federal
Reserve Bank stock, and other securities
Purchase of Unison Bancorp, Inc. and subsidiayphcash received
Proceeds from other investing activities
Net cash provided by (used in) investing ati&si
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase (decrease) in demand deposits, moraket, NOW and
savings accounts
Net increase (decrease) in time deposits
Net decrease in federal funds purchased and ottezest-bearing liabilities
Net (payments of) proceeds from short-term debt
Repayments of long-term debt
Discount on repayment of long-term debt
Proceeds from long-term debt
Proceeds from sale of preferred stock and warrtmsugh the Capital
Purchase Plan
Proceeds from sale of common stock through rigfiesing
Dividends paid on preferred stock
Dividends paid on common stock
Net proceeds from the sale of additional stoclouh Employee Stock
Purchase Plan (ESPP) and stock options exercised
Net cash provided by (used in) financing atiéhsi

See Notes to Consolidated Financial Statements
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2009

$ (14,610

1,417

10
21,635
,363

(6,126)
(101)
346)

12)(2
287
7
(196,374)
95,658
111

970
(236
839
913
152

57,854
4,199
(136)

16,431
(85,749)
69,750
11,346

(521)

1,451
74,625

29,372
(49,130
(11,425)

(5,396)
(100)

(212)

62
(27.829)

2008

$ (10,251)

1,552

(26)
17,025
4,821
(1,223)

(188)

(702)

46

309
10
(136,798)
139,619
200
(1,000)

1,348
(3,591)
(1,835

9,316

(86,958)
1,514

(364)
16

3,744

(19,882)
84,380
(1,491)
(25,000)
(13,322)

40,000
21,750

5,201
(878)

435
91,193

2007

$ 4,488

1,606

30)
2,855
5

(1,134)
(264)
(105)
97
316
17

(185,809)
196,636

(232)

248

(17
18,522

(55,168)
13,235
(649)

1,133
(47,970)
55,250
6,105

(314)

686
(6,255)

515
(33,432

7,042

(37.777)
(1,426)
25,000

(1,763)

15,000

(723)
466

5,819
(Continued)




BLUE VALLEY BAN CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2009, 2008 AND 2007

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL CASH FLOWS INFORMATION
Cash paid during the year for:
Interest
Income taxes, net of refunds

Noncash investing and financing activities:
Transfer of loans to foreclosed property
Restricted stock issued
Cash dividends declared in common stock
Preferred dividends accrued but not paid
Assets acquired and liabilities assumed (see Naje 2

See Notes to Consolidated Financial Statements

(In thousands)

F-8

2009

52,011
734,9
$ 96,984

18,057
(3,496)

LR

32,234
55

LR

$ 815

2008

26,834

18,139

$ 44,973

177
[
[
1<)
~

2007
(9,091)
27.230
$ 18139
$ 25175
$ 561
$ 3,023
$ 10
$ 878
$ —
$ 33,668



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES

Nature of Operations

The Company is a holding company for Bank of Blugl&y (the “Bank”), BVBC Capital Trust Il and BVBC
Capital Trust Il through 100% ownership of ea@iue Valley Building Corp. was a 100% owned sulesigiof the
Company until March 31, 2009. On March 31, 2068, Company contributed 100% of Blue Valley Buildi@grp.
to the Bank. In addition, the Company owned 49%ilofmeland Title, LLC until it closed its operatiomsMarch
20009.

The Bank is primarily engaged in providing a fudihge of banking and mortgage services to individunal
corporate customers in southern Johnson Countysd&n The Bank also originates residential mortgdoeally
and nationwide through its InternetMortgage.comsiteb The Bank is subject to competition from otfieancial
institutions and also to regulation by certain fadland state agencies that perform periodic exations.

Blue Valley Building Corp. is primarily engaged leasing real property at its facilities in OverlaRdrk and
Leawood, Kansas. As of March 31, 2009, Blue VaBeylding Corp. is owned 100% by the Bank of Bluall¢y.

BVBC Capital Trust Il and 11l are Delaware businésssts created in 2003 and 2005, respectivelgffar trust
preferred securities and to purchase the Compguagisr subordinated debentures. The Trusts hawastef 30
years, but may dissolve earlier as provided irrttnest agreements.

Homeland Title, LLC was a company providing titledasettlement services and is no longer in operatio

Operating Segment

The Company provides community banking servicegutn its subsidiary bank, including such productd a
services as loans; time deposits, checking andngavaccounts; mortgage originations; trust seryicexl
investment services. These activities are repasea single operating segment.

Principles of Consolidation

The consolidated financial statements include tbeoants of Blue Valley Ban Corp. and its 100% owned
subsidiaries. Significant intercompany accounts aansactions have been eliminated in consolidatio

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedthe
United States of America requires management toenegkimates and assumptions that affect the repart®unts
of assets and liabilities and disclosure of comirigassets and liabilities at the date of the fir@rstatements and
the reported amounts of revenues and expensegydhenreporting period. Actual results could diffeom those
estimates.

Material estimates that are particularly susceetitd significant change include the determinatidnthe
allowance for loan losses, the valuation of restesacquired in connection with foreclosures osatisfaction of
loans and the valuation of deferred tax assetsommection with the determination of the allowafmeloan losses
and the valuation of foreclosed assets held fog, smlanagement obtains independent appraisals daifisant
properties.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Management believes that the allowance for loasds, the valuation of foreclosed assets heldafer and the
valuation of deferred tax assets are adequate.leWWidnagement uses available information to rezegloisses on
loans, foreclosed assets held for sale and defdeedassets, changes in economic conditions magss#ate
revision of these estimates in future years. Iditaah, various regulatory agencies, as an integeat of their
examination process, periodically review the Conyfmallowance for loan losses, valuation of foreseld assets
held for sale and deferred tax assets. Such aggentay require the Company to recognize additimsales based
on their judgments of information available to thatihe time of their examination.

Cash Equivalents

The Company considers all liquid investments witigioal maturities of three months or less to bshca
equivalents. Cash equivalents consist of federrad$ sold and at December 31, 2009 the Compangaliiave an
investment in federal funds sold.

One or more of the financial institutions holdifge tCompany’s cash accounts are participating irFgderal
Deposit Insurance Corporation’s (FDIC) Transactiwtount Guarantee Program. Under the programugiro
June 30, 2010, all non-interest bearing transact@mounts at these institutions are fully guarahtaethe FDIC for
the entire amount in the account.

For financial institutions opting out of the FDICIsansaction Account Guarantee Program or intdreating
cash accounts, the FDIC's insurance limits incréase $250,000, effective October 3, 2008. Theaase in
federally insured limits is currently set to expiPecember 31, 2013. At December 31, 2009, the @oyip cash
accounts held by financial institutions opting aftthe FDIC’'s Transaction Account Guarantee Progeamd
interest-bearing cash accounts exceeded fedenallyed limits by approximately $11,330,000.

The Bank is required to maintain reserve fundsaishcand/or on deposit with the Federal Reserve .BEm&
reserve required at December 31, 2009 was $835000he deposit balance held at the Federal Re8amik on
December 31, 2009 was $64,476,000.

| nvestment in Securities

Available-for-sale securities, which include angwsity for which the Company has no immediate ptasell,
but which may be sold in the future, are carriethtvalue. Realized gains and losses, basedramtized cost of
the specific security, are recorded on trade dateilcluded in non-interest income. Unrealizechgaand losses
are recorded, net of related income tax effectsadgoumulated other comprehensive income. Premianas
discounts are amortized and accreted, respectit@lpterest income using a method which approx@nste level-
yield method over the period to maturity. Interestinvestments in debt securities is includednicome when
earned.

Effective April 1, 2009, the Company adopted newoamting guidance related to recognition and priesiem
of other-than-temporary impairment (ASC 320-10)hai' the Company does not intend to sell a debtisgcand
it is more likely than not, the Company will notveato sell the security before recovery of its cbasis, it
recognizes the credit component of an other-thenptgary impairment of a debt security in earningsl ¢he
remaining portion in other comprehensive incomée €redit loss component recognized in earningteistified as
the amount of principal cash flows not expectetieaeceived over the remaining term of the secastyrojected
based on cash flow projections. The Company dichage any securities with other-than-temporaryaimpent at
December 31, 2009.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Prior to the adoption of the recent accounting gona® on April 1, 2009, management considered, in
determining whether other-than-temporary impairneists, (1) the length of time and the extent tacl the fair
value has been less than cost, (2) the financiadition and near-term prospects of the issuer 8hthé intent and
ability of the Company to retain its investmentthe issuer for a period of time sufficient to allder any
anticipated recovery in fair value.

For equity securities, when the Company has decidesell an impaired available-for-sale securityl dhe
entity does not expect the fair value of the sagud fully recover before the expected time ofesahe security is
deemed other-than-temporarily impaired in the mkrio which the decision to sell is made. The Comypa
recognizes an impairment loss when the impairmnenieemed other-than-temporary even if a decisicseliohas
not been made.

Mortgage Loans Held for Sale

Effective April 1, 2009, the Company adopted Staetrof Financial Account Standards No. 19%e Fair
Value Option for Financial Assets and Financial hilties — Including an Amendment of FASB Staterhent115
which was subsequently incorporated into the FASEBoAInting Standards Codification (ASC) in Topic 885
account for mortgage loans originated after Apri009. Mortgage loans originated and intendedséde in the
secondary market are carried at fair value in thgregate. Net unrealized gains and losses, if amyrecognized
through a valuation allowance by charges to noerast income. Gain and losses, net of discourtscted or
paid, commitment fees paid and considering a nos®ealicing rate, are recognized in non-interesbine upon
sale of the loan.

Prior to April 1, 2009, mortgage loans held foresalere carried at the lower of cost or fair valdetermined
using an aggregate basis. Write-downs to fairevalare recognized as a charge to earnings atrtteettie decline
in value occurred. Gains and losses resulting feahes of mortgage loans were recognized when tmectve
loans were sold to investors. Gains and lossee determined by the difference between the sepimze and the
carrying amount of the loans sold, net of discowdBected or paid, commitment fees paid and casid a
normal servicing rate. Fees received from borrevterguarantee the funding of mortgage loans twlddle were
recognized as income or expense when the loansseéteor when it was evident that the commitmernit mot be
used.

Loans

Loans that management has the intent and abilibotd for the foreseeable future or until matuotypayoffs
are reported at their outstanding principal balaadgisted for any charge offs, the allowance fanltosses, and
any deferred fees or costs on originated loansuaagnortized premiums or discounts on purchasedsloamerest
income is reported using the interest method acdlidles amortization of net deferred loan fees dlverloan term.
Generally, the accrual of interest on loans isaliioued at the time the loan is ninety days pastahd interest is
considered a loss, unless the loan is well-secanedin the process of collection. Loans are plamedon-accrual
or charged off at an earlier date if collectiorpoihcipal or interest is considered doubtful. Wlerest accrual is
discontinued, all interest accrued but not colledte the loan is reversed against interest incoffike interest on
these loans is generally accounted for on a casis-loa a cost recovery basis, meaning interesbtigetognized
until the full past due balance has been collectashns may be returned to accrual status whethalprincipal and
interest amounts contractually due are brougheatraind future payments are reasonably assured.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Allowance for Loan Losses

The allowance for loan losses is management's aimaf probable losses which have occurred as ef th
balance sheet date based on management's evalahtisk in the loan portfolio. The allowance foan losses is
increased by provisions charged to expense andceddby loans charged off when management belidves t
uncollectibility of a loan balance is confirmedul8equent recoveries, if any, are credited to fbevance.

The adequacy of the allowance for loan lossesasuated on a monthly basis by management and edbas
management’s periodic review of the collectibilitfythe loans in consideration of historical expece, the nature
and volume of the loan portfolio, adverse situatitimat may affect the borrower’s ability to repagtimated value
of underlying collateral and prevailing economiaditions. This evaluation is inherently subjectag it requires
estimates that are susceptible to significant remias more information becomes available.

The Company computes its allowance by assigningifspeeserves to impaired loans, and then appgeseral
reserve factors to the rest of the loan portfolibhe general reserve covers non classified loadsiabased on
historical charge off experience, expected losemidefault derived from Company’s internal riskimgtprocess
and current and projected economic conditions actbfs. A loan is considered impaired when, basedurrent
information and events, it is probable that the @any will be unable to collect the scheduled payeaf
principal or interest when due according to thet@mtual terms of the loan agreement. Factors densd by
management in determining impairment include paynsémtus, collateral value and the probability oflecting
scheduled principal and interest payments when doans that experience insignificant payment delagd
payment shortfalls generally are not classifiednagaired. Management determines the significarfceagment
delays and payment shortfalls on a case-by-cass, baking into consideration all of the circumstas surrounding
the loan and the borrower, including the lengtidelay, the reason for the delay, the borrower srppayment
record and the amount of the shortfall in relatiorthe principal and interest owed. Impairmentisasured on a
loan-by-loan basis by either the present value xpieeted future cash flows discounted at the loaffsctive
interest rate, the loan’s obtainable market pricéhe fair value of the collateral if the loan isllateral dependent.

Premises and Equipment

Depreciable assets are stated at cost less acdechalapreciation. Depreciation is charged to esparsing
the straight-line method over the estimated udéfak of the assets. Leasehold improvements gritatiaed and
depreciated using the straight-line method overdhens of the respective lease or the estimatefililugees of the
improvements, whichever is shorter.

Buildings and improvements 35-40 years
Furniture and equipment 3-5 years

Foreclosed Assets Held for Sale

Assets acquired through, or in lieu of, loan foosadre are held for sale and are initially recordeéhir value
less cost to sell at the date of foreclosure, &stabg a new cost basis. Subsequent to foreadstaluations are
periodically performed by management and the assetsarried at the lower of carrying amount or f@ilue less
cost to sell. Revenue and expenses from operasiodschanges in the valuation allowance are oti@mnie and
other operating expense.

F-12



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Federal Home Loan Bank Stock, Federal Reserve Bank Stock, and Other Securities

The Company, as a member of the Federal Home Laark BFHLB) and Federal Reserve Bank (FRB)
systems, is required to maintain an investmengpital stock of these institutions. The requinedestment in the
stock is based on a predetermined formula, caaiedst and evaluated for impairment.

Derivatives

Derivative Loan Commitments

Mortgage loan commitments that relate to the netion of a mortgage that will be held for sale mfionding
are considered derivative instruments. Loan comenitts that are derivatives are recognized at fdinevon the
consolidated balance sheet in other assets and l@hdities with changes in their fair values oeded in other
income. The Company estimates the fair value usimgluation model which considers differences ketwquoted
prices for loans with similar characteristics ie gecondary market and the committed rates.

The Company has commitments outstanding to extesdit on residential mortgages that have not dgser
to December 31, 2009 of $4,102,000. As the Compangrs into commitments to originate these lo@&nalso
enters into commitments to sell the loans in theosdary market on a best-efforts basis. The Cogpaquires
such commitments to reduce interest rate risk ortgage loans in the process of origination and gag¢ loans
held for sale. As a result of measuring the falue of the commitments to originate loans, the gamy recorded
an increase in other liabilities of $47,000 andramease in other income of $47,000 for the yealedrDecember
31, 2009

Forward Loan Sale Commitments

The Company carefully evaluates all loan safgeements to determine whether they meet the tiefindf a
derivative, as facts and circumstances may difigmificantly. If agreements qualify, to protectadgst the price
risk inherent in derivative loan commitments, thenfpany uses best efforts forward loan sale comnmitsneo
mitigate the risk of potential decreases in thaigsalof loans that would result from the exercicthe derivative
loan commitments. Accordingly, forward loan comménts are recognized at fair value on the congeliia
balance sheet in other assets and other liabiliti#s changes in their fair values recorded in otineome. The
Company estimates the fair value of its forwardnle@ammitments using a methodology similar to theddifor
derivative loan commitments.

The Company has forward commitments to sell moegl@ns on a best efforts basis of approximately
$8,752,000 at December 31, 2009. Due to the mamhatidket adjustment on commitments to sell loand fal sale,
the Company recorded an increase in other ass&28%,000 and an increase in other income of $283{0r the
year ended December 31, 2009

The balance of derivative instruments related tmmitments to originate and sell loans at Decemiier2809
is disclosed in Note 21, Disclosures About Fairléadf Asset and Liabilities.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill impairment assessment was performed ahnudVhen the implied fair value of goodwill is lew
than its carrying amount an impairment of goodvdllindicated and goodwill is written down to itsghed fair
value in the period it is identified. Subsequemtréases in goodwill value are not recognized & fthancial
statements. As of December 31, 2008, it was détedrthat the fair value of the Company’s goodwidls lower
than its carrying amount. Accordingly, the Compaegognized a goodwill impairment charge of $4,820,
Management believes this impairment was primatilsitautable to the continued volatility throughdbe financial
services industry and the effect such volatilityl lsen market prices of financial services stocksakemed economic
conditions, decline in the credit quality of thalrestate and construction portfolio, and the djregdoss recorded
by the Company in 2008.

Core Deposit | ntangible Assets

Intangible assets are being amortized on the $irdilge basis over periods ranging from seven toyééars.
Such assets are periodically evaluated as to tteveeability of their carrying value.

Feelncome

Loan origination fees, net of direct originationsts) are recognized as income using the level-yigthod
over the term of the loans.

Transfers of Financial Assets

Transfers of financial assets are accounted fosadss, when control over the assets has been darszh
Control over transferred assets is deemed to beerslgred when (1) the assets have been isolated the
Company—put presumptively beyond the reach of thasferor and its creditors, even in bankruptcyothrer
receivership, (2) the transferee obtains the r{ffee of conditions that constrain it from takindgvantage of that
right) to pledge or exchange the transferred ass®etq3) the Company does not maintain effectiverob over the
transferred assets through an agreement to refmer¢ham before their maturity or the ability tolaterally cause
the holder to return specific assets.

Income Taxes

The Company accounts for income taxes in accordavitte income tax accounting guidance (ASC 740,
Income Tax@s The income tax accounting guidance resultsvim¢omponents of income tax expense: current and
deferred. Current income tax expense reflectsstéxebe paid or refunded for the current periodapplying the
provisions of the enacted tax law to the taxablmine or excess of deductions over revenues. Timep&@oy
determines deferred income taxes using the lighitit balance sheet) method. Under this methagindt deferred
tax asset or liability is based on the tax effeaftghe differences between the book and tax basessets and
liabilities, and enacted changes in tax rates and lre recognized in the period in which they occu

Deferred income tax expense results from changeeferred tax assets and liabilities between periddeferred
tax assets are recognized if it is more likely timan, based on the technical merits, that the tasitipn will be

realized or sustained upon examination. The teorertikely than not means a likelihood of more tt@npercent;
the terms examined and upon examination also iectedolution of the related appeals or litigatisogesses, if
any. A tax position that meets the more-likelyrtireot recognition threshold is initially and subgently measured
as the largest amount of tax benefit that has atgrehan 50 percent likelihood of being realizpdn settlement
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

realized upon settlement with a taxing authoritattthas full knowledge of all relevant informationThe

determination of whether or not a tax position tret the more-likely-than-not recognition threshotthsiders the
facts, circumstances and information availablehatreporting date and is subject to the managem@mgment.
Deferred tax assets are reduced by a valuatiomwafioe if, based on the weight of evidence availablis more

likely than not that some portion or all of a dedertax asset will not be realized.

The Company recognizes interest and penalties @mmia taxes as a component of income tax expenke. T
Company files consolidated income tax returns \itshsubsidiaries. The Company is generally nofjesibto
federal, state and local examination by tax auttesrfor years prior to 2006.

Comprehensive | ncome (L 0ss)

Comprehensive income (loss) consists of net incdlogs) and accumulated other comprehensive income
(loss), net of applicable income taxes. Accumualat¢éher comprehensive income (loss) includes uizesl
appreciation (depreciation) on available-for-s&euwsities and unrealized and realized gains arskfen derivative
financial instruments. Net unrealized gain or lossavailable-for-sale securities, net of incomea included in
accumulated other comprehensive income was $1036000$651,000, respectively, at December 31, 20@P a
2008.

Reclassification

Certain reclassifications have been made to thé 20 2007 financial statements to conform to t6@92
financial statement presentation. These reclassifins had no effect on net income.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

Earnings (Loss) Per Share

Basic earnings (loss) per share represents incaaitable to common stockholders divided by the \uied
average number of shares outstanding during eaah y®iluted earnings (loss) per share reflectsitanfl
potential common shares that would have been autistg if dilutive potential common shares had bmsoed, as
well as any adjustment to income that would refdin the assumed issuance. The computation ofshare
earnings is as follows:

2009 2008 2007
(In thousands, except share and per share data)
Net income (loss) $ (14,610) $ (10,251 $ 4,488
Dividends and accretion on preferred stock (1o45 - -
Net income (loss) available to common shareholders $ (15,655) $ (10,251 $ 4,488
Average common shares outstanding 2,754,419 2,438,809 2,410,621
Average common share stock options outstanding and
restricted stock (B) 8,184 21,236 27,582
Average diluted common shares (B) 2,762,603 2,460,045 2,438,203
Basic income (loss) per share _($5.68 ($4.20 $1.86
Diluted income (loss) per share (A) _($5.68 ($4.20 $1.86
(A) No shares of stock options, restricted stoclkvarrants were included in the computation of @dlearnings per

share for any period there was a loss.

(B) Warrants to purchase 111,083 shares of comtomk st an exercise price of $29.37 per share eetgtanding
at December 31, 2009 and December 31, 2008, bet negrincluded in the computation of diluted eagsiper
share because the warrant’s exercise price wategtban the average market price of the commoreshthus
making the warrants anti-dilutive. Stock optioagtirchase 33,875 shares of common stock wereaodisg at
December 31, 2009, but were not included in thepzdation of diluted earnings per share becausegttien’s
exercise price was greater than the average maiiketof the common shares, thus making the optioitis
dilutive.

Income available for common stockholders will bduged by dividends declared in the period on prefer
stock (whether or not they are paid) and the aicerein the warrants.

Future Accounting Requirements

On June 29, 2009, the FASB issued Accounting Stalsd@odification (ASC) 105-10 which establishes the
Codification as the source of authoritative GAARagnized by the FASB to be applied to nongovernalent
entities. Rules and interpretive releases of theuBties and Exchange Commission (SEC) under &dws are
also sources of authoritative GAAP for SEC regittfsa All guidance contained in the Codificationras an equal
level of authority. Accounting Standard Updatessiésd after the effective date of this update vall Ine considered
authoritative in their own right. Instead, the Aaoating Standard Updates will serve only to updte
Codification, provide background information abdhé guidance, and provide the basis for conclusmmghe
change(s) in the Codification. After the effectidate of this statement, all non-grandfathered 8B&- accounting
literature not included in the Codification is stgerled and deemed non-authoritative. The Codiicatlso
changes the way that U.S. generally accepted atioguprinciples is referenced. ASC 105-10 is dffex for
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 1: NATURE OF OPERATIONS AND SUMMARY OF SIGNIF ICANT ACCOUNTING POLICIES
(Continued)

interim and annual reporting periods after Septenitte 2009. There is currently no material imp#om the
adoption of this update.

On June 12, 2009, the FASB issued revisions to 88C-10, ASC 860-40, ASC 860-50 which enhances
information reported to users of financial statetaday providing greater transparency about trasséérfinancial
assets and the company’s continuing involvemertransferred assets. This statement removes theepbmof
qualifying special purpose entity, changes the irements for derecognizing financial assets, angluires
enhanced disclosures to provide financial statemissts with greater transparency about transfernafcial
assets and a transferor’s continuing involvemerth wiansfers of financial assets accounted foradsss This
update is effective for annual reporting periodgibeing after November 15, 2009, for interim pegasiithin the
first annual reporting period and for interim amhaal reporting periods thereafter (effective Japuda 2010 for
the Company). Management does not anticipate lith@ive a material impact on the Company’s consodid
financial statements.

On June 12, 2009, the FASB issued revisions t€ 885-20, ASC 810-10 which requires a company to
perform a qualitative analysis when determining tivbeit must consolidate a variable interest entifthis analysis
identifies the primary beneficiary of a variableerest entity as the company that has both the ptadirect the
activities of the variable interest entity that memgynificantly impact the entity’'s economic perfmance, and the
obligation to absorb losses of the entity that ddug significant to the variable interest entitytloe right to receive
benefits from the entity that could potentially significant to the variable interest entity. Thkiatement requires
the company to perform ongoing reassessments @ndiete if it must consolidate a variable interastitg. This
statement requires disclosures about the compaimyslvement with the variable interest entities aady
significant changes in risk exposure due to thablvement, how the involvement affects the comparfiyiancial
statements, and significant judgments and assungptimde in determining whether it must consolidag¢evariable
interest entity. This update is effective for aalheeporting periods beginning after November 1), for interim
periods within the first annual reporting periodddor interim and annual reporting periods thersateffective
January 1, 2010 for the Company). Management doeanticipate that this update will have a maténmgpact on
the Company’s consolidated financial statements.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 2: AVAILABLE-FOR-SALE SECURITIES
The amortized cost and estimated fair value oflalld-for-sale securities are as follows:

December 31, 2009

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
(In thousands)
U.S. Government sponsored agencies $ 71,984 $ 338 $ (159) $ 72,163
State and political subdivisions - - - -
Equity and other securities 600 - (6) 594
$ 72,584 $ 338 $ (169 $ 72757
December 31, 2008
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
(In thousands)
U.S. Government sponsored agencies $ 66,996 $61,0 $ - $ 68,092
State and political subdivisions - - - -
Equity and other 600 - (11 589
$ 67,596 $ 1,096 $ (17 $ 68,681

The amortized cost and estimated fair value of lakbké-for-sale securities at December 31, 2009, by
contractual maturity are shown below. Expecteduniizs will differ from contractual maturities bagse issuers
may have the right to call or prepay obligationthvar without call or prepayment penalties.

Amortized
Cost Fair Value
(In thousands)
Due in one year or less $ - $ -
Due after one through five years 66,984 67,272
Due after five years through ten years - -
Due after ten years 5,000 4,891
Total 71,984 72,163
Equity and other securities 600 594
$ 72,584 $ 72757

The book value and estimated fair value of seasritiledged as collateral to secure public depasitsunted to
$16,995,000 and $17,117,000 at December 31, 200$%898,000 and $6,139,000 at December 31, 2008.

The Company enters into sales of securities uadezements to repurchase. The amounts depositit un
these agreements represent short-term debt anefeeeted as a liability in the consolidated bakusheets. The
securities underlying the agreements are book-esdcyrities. During the period, securities helds#@fekeeping
were pledged to the depositors under a writtenocliest agreement that explicitly recognizes the dépes’ interest
in the securities. At December 31, 2009, or at mayth end during the period, no material amouragrEements
to repurchase securities sold was outstandingavithindividual entity.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 2: AVAILABLE-FOR-SALE SECURITIES (Continued)

Information on sales of securities under agreementspurchase is as follows:

2009 2008
(In thousands)
Balance as of December 31 $15,417 $25,160
Carrying value of securities pledged to secureeagents to repurchases
at December 31 $29,182  $47,685
Average balance during the year of securities solier agreements to repurchase $22,546 $32,925
Maximum amount outstanding at any month-end dutiegyear $25,189 $40,119

Gross gains of $346,000, $702,000, and $105,00@ veslized in 2009, 2008 and 2007, respectively, ram
gross losses were realized in 2009, 2008 and 286f@ectively, from sales of available-for-sale sities.

Certain investments in debt and marketable equetuisties are reported in the financial statemexttgn
amount less than their historical cost. Total faitue of these investments at December 31, 206892808, was
$20,426,000 and $589,000, which is approximatelpZBand 1.0%, respectively, of the Company’s albéeldor-
sale investment portfolio. These declines in falue resulted primarily from increases in markgeiest rates.
Based on evaluation of available information aniience, particularly recent volatility in marketelds on debt
securities, management believes the declinesrivéhie for these securities are temporary. Shthddmpairment
of any of these become other than temporary, teelmasis of the investment will be reduced andréiselting loss
recognized in net income in the period in which dkieer-than-temporary impairment is identified.

Unrealized losses and fair value, aggregated bgsitmeent type and length of time that individualusiies
have been in a continuous unrealized loss positieras follows:

December 31, 2009
(In thousands)

Less than 12 Months 12 Months or More Total Total
Description of Unrealized Unrealized Unrealized
Securities Fair Value Losses Fair Value Losses Fair Value Losses
U.S. Government sponsored
agencies $ 19832 $ 159 % - 3 $ 19832 $ 159
State and political subdivisions - - - - - -
Equity and other securities 594 6 — — 594 6
Total temporarily impaired
securities $ 20426 $ 165 $ - $ - $ 20426 $ 165
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2009, 2008 AND 2007

NOTE 2: AVAILABLE-FOR-SALE SECURITIES (Continued)

December 31, 2008
(In thousands)

Less than 12 Months 12 Months or More Total Total
Description of Unrealized Unrealized Unrealized
Securities Fair Value Losses Fair Value Losses Fair Value Losses

U.S. Government sponsored
agencies $ - $ - 3% - $ -$ - $ -
State and political subdivisions - - - - - -
Equity and other securities - - 589 11 589 11

Total temporarily impaired

securities $ - $ - $ 589 $ 11 $ 589 $ 11

The unrealized losses on the Company’s investmintdirect obligations of U.S. government sponsored
agencies were caused by interest rate increadess.cantractual terms of those investments do nahip¢he issuer
to settle the securities at a price less than therized cost basis of the investments. BecauseCtimpany does
not intend to sell the investments and it is notrentikely than not the Company will be required gell the
investments before recovery of their amortized dastis, which may be maturity, the Company doescoosider
those investments to be other-than-temporarily insplaat December 31, 2009.

NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES

Categories of loans at December 31, 2009 and 2a0&de the following:

2009 2008
(In thousands)

Commercial loans $ 142,528 $ 172,647
Commercial real estate loans 167,581 170,697
Construction loans 113,077 182,933
Home equity loans 66,586 59,257
Residential real estate loans 45,014 43,695
Lease financing 11,259 18,927
Consumer loans 8,066 14,245
Total loans 554,111 662,401

Less: Allowance for loan losses 20,000 12,368

Net loans $ 534,111 $ 650,033

Activity in the allowance for loan losses was afofws:

2009 2008 2007
(In thousands)

Balance, beginning of year $ 12,368 $ 8,982 $106,
Provision charged to expense 21,635 17,025 ,8552
Allowance of acquired company - - 360
Losses charged off, net of recoveries

of $1,100, $283 and $324
for 2009, 2008 and 2007, respectively (14,003) (13,639) 339
Balance, end of year $ 20,000 $ 12,368 $ 8,982
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES (Conti nued)

Information pertaining to non-performing loans isrsnarized as follows:

2009 2008
(In thousands)

Impaired loans with a valuation allowance $ 26,04 $ 44,170
Impaired loans with no valuation allowance 9,945 13,607

Total impaired loans $ 34,985 $ 57,777
Allowance related to impaired loans 6,592 5,238
Total non-accrual loans 34,888 43,332
Total loans past due 90 days or more and stillLéiegr - -
Average impaired loans 41,730 36,670
Interest income recognized (cash basis) on impaieeas 212 927
Interest income recognized on impaired loans 497 5,438

Included in certain loan categories in the impaisgths are troubled debt restructurings that wéassdied as
impaired at December 31, 2009. The Company ha83$3)00 of commercial real estate loans, $2,723@f00
residential real estate loans and $119,000 of cawialdoans that were modified in troubled debtmesturings and
impaired. In addition to these amounts, the Complaad troubled debt restructurings that were petiog in
accordance with their modified terms of $11,979,0®@ommercial real estate loans, $6,567,000 oftrantion

loans, $263,000 of residential real estate loah%1®00 of commercial loans and $100,000 of leas&ecember
31, 2009.

NOTE 4: PREMISES AND EQUIPMENT

Major classifications of these assets are as faiow

2009 2008
(In thousands)

Land $ 5,154 $ 5,154
Buildings and improvements 15,697 15,701
Furniture and equipment 7,590 7,473

28,441 28,328
Less accumulated depreciation 11,511 10,445
Total premises and equipment $ 16,930 $ 17,883
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 5: FORECLOSED ASSETS HELD FOR SALE

Activity in the allowance for losses on foreclosexsets was as follows:

_ 2009 _ 2008

(In thousands)
Balance, beginning of year $ - $ -
Provision charged to expense 1,363 -
Charge offs, net of recoveries (1,19% -
Balance, end of year $ 166 $ -

Expenses applicable to foreclosed assets at Decedtibiaclude the following:

2009 2008
(In thousands)
Net loss (gain) on sales of foreclosed assets $12)(2 $ 46
Provision for losses 1,363 -
Operating expenses, net of rental income 1,902 675
$ 3,053 $ 721

NOTE 6: GOODWILL

The changes in the carrying amount of goodwilltfa years ended December 31, 2009 and 2008 were:

2009 2008
(In thousands)

Balance as of January 1 $ - $ 4,821
Goodwill acquired during the year - -
Impairment loss - (4,821)

Balance as of December 31 3$ - 3 -

As of December 31, 2008, the Company recognizedaalgill impairment charge of $4,821,000. Manageimen
believes this impairment was primarily attributatiiehe weakened economic conditions, operatingflesorded by
the Company in 2008, as well as lower valuatiomdfinking institutions industry wide. The method éstimating
the value of the Company included reviewing complaraales transactions for peer institutions anglyapy a
comparable multiple to the tangible common equitsnponent to determine what another institution \wqudy for
this Company.

NOTE 7: CORE DEPOSIT INTANGIBLE ASSETS

The carrying basis and accumulated amortizatioe@dgnized intangible assets at December 31, 2009 a
2008 were:

2009 2008
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
(In thousands)
Core Deposit Intangible $ 3286 $ (2,679) $ 3,286 $  (2,460)
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DECEMBER 31, 2009, 2008 AND 2007

NOTE 7: CORE DEPOSIT INTANGIBLE ASSETS (Continued)

Amortization expense for the years ended Decemtei2309, 2008 and 2007 was $219,000, $295,000 and
$260,000, respectively. Estimated amortizatioreese for each of the following five years is:

(In thousands)

2010 $ 143
2011 143
2012 143
2013 143
2014 35

NOTE 8: INTEREST-BEARING DEPOSITS

Interest-bearing time deposits in denomination$1§f0,000 or more were $107,418,000 on Decembe2(®19

and $99,147,000 on December 31, 2008. The Companuires brokered deposits in the normal course of
business. At December 31, 2009 and 2008, brokdepdsits of $76,874,000 and $133,047,000, respdgtiwere
included in the Company’s time deposit balance.th®f$76,874,000 in brokered deposits, $31,237;6pf=sented
customer funds placed into the CDARS program. Bhak is a member of the Certificate of Deposit Agtd
Registry Service (“CDARS") which effectively allovadepositors to receive FDIC insurance on amoumggeiahan

the FDIC insurance limit, which is currently $25000 CDARS allows the Bank to break large depasttssmaller
amounts and place them in a network of other CDARSKs to ensure that full FDIC insurance coveraggained

on the entire deposit. Although classified as brell deposits for regulatory purposes, funds plaesszligh the
CDARS program are Bank customer relationshipsristagement views as core funding.

At December 31, 2009, the scheduled maturitieghtd tleposits are as follows:

(In thousands)

2010 $ 221,132
2011 32,704
2012 10,395
2013 10,789
2014 7,543
2015 and thereafter 12,144

$ 294,707

NOTE 9: OPERATING LEASES

Blue Valley Building Corp. leases office space thews under noncancellable operating leases egpinn
various years through 2013. Minimum future rerereable under noncancellable operating leasege¢@ber 31,

2009 was as follows:

(In thousands)

2010 200
2011 160
2012 112
2013 14

$ 486

Consolidated rental and operating lease expensesréd for space the Company leases from otherg wer
$6,000, $34,000 and $35,000 in 2009, 2008 and 2@8pectively.
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NOTE 10: SHORT TERM DEBT

Short-term debt at December 31, 2009 and 2008 stensof the following components:

2009 2008
(In thousands)
Federal Home Loan Bank advance (A) $ - $ -
Federal Reserve Bank of Kansas City line of crglit - -
Total short-term debt $ - $ -
(A) Payable on demand; collateralized by vario®tsincluding mortgage-backed loans. The variabbeest

rate was 0.18% on December 31, 2009 and 0.65% aerflmer 31, 2008. At December 31, 2009,
approximately $8,752,000 was available.

(B) Payable on demand; collateralized by various assethiding commercial and commercial real estate
loans. The line of credit bears a variable interate of federal funds rate plus 75 basis poimts at

December 31, 2009 approximately $36,260,000 wasad@ Advances are made at the discretion of the
Federal Reserve Bank of Kansas City.

NOTE 11: LONG TERM DEBT

Long-term debt at December 31, 2009 and 2008 dedsef the following components:

2009 2008
(In thousands)
Notes payable — Blue Valley Building Corp. (A) $ - $ 5,496
Federal Home Loan Bank advances (B) 82,500 82,500
Subordinated Debentures — BVBC Capital Trust Il (C) 7,732 7,732
Subordinated Debentures — BVBC Capital Trust 1) (D 11,856 11,856
Total long-term debt $ 102,088 $ 107,584
(A) The Company paid these notes in full, less $200 principal discount received by the lenderJane 3,

2009. Previously, these two notes had a matugtg éh 2017; payable in monthly installments toigli
$70,084 including interest at 5.19%; collateralibydand, buildings, and assignment of future reffhis
debt was guaranteed by the Company.

(B) Due in 2011, 2012, 2013, 2015, 2016, and 2@tBateralized by various assets including mortgbaeked
loans. The interest rates on the advances range 2r62% to 5.03%. Federal Home Loan Bank advance
availability is determined quarterly and at Decentik 2009, approximately $8,752,000 was available.

© Due in 2033; interest only at three month LIB@R3.25% (3.53% at December 31, 2009 and 6.44% at
December 31, 2008) due quarterly; fully and uncoowially guaranteed by the Company on a subordihate
basis to the extent that the funds are held byTihest. The Company may prepay the subordinated
debentures beginning in 2008, in whole or in patrtheir face value plus accrued interest.

(D) Due in 2035; interest only at three month LIB@RL.60% (1.85% at December 31, 2009 and 5.36% at
December 31, 2008) due quarterly; fully and uncowally guaranteed by the Company on a subordihate
basis to the extent that the funds are held by'thst. Subordinated to the trust preferred seiesr{C) due
in 2033. The Company may prepay the subordinatbérdares beginning in 2010, in whole or in part, at
their face value plus accrued interest.
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NOTE 11: LONG TERM DEBT (Continued)

At the request of the Federal Reserve Bank of Kar@Gigy, quarterly payments are being deferred an th

Company’s outstanding trust preferred securitigdader the governing documents of the BVBC Capitaist Il and
[, the quarterly payments due on April 24, 200Qly 24, 2009, October 24, 2009 and January 240 21BVBC
Capital Trust Il and March 31, 2009, June 30, 2@¥ptember 30, 2009 and December 31, 2009 for BZBgital
Trust Il were deferred. The Company has the rightieclare such a deferral for up to 20 conseeutivarterly
periods and deferral may only be declared as lenigp@ Company is not then in default under the ipions of the
Amended and Restated Trust Agreement. During tferdhl period, interest on the indebtedness coesirnto
accrue and the unpaid interest is compounded. ddiitian, for BVBC Capital Trust Ill, the Company stualso
accrue additional interest that is equal to theg¢hmonth LIBOR rate plus 1.60% during the defepexiod. All
accrued interest and compounded interest mustideapthe end of the deferral period.

For both BVBC Capital Trust Il and BVBC Capital Ftulll, as long as the deferral period continuég, t
Company is prohibited from (i) declaring or payiagy dividend on any of its capital stock, which \ebinclude
both its common stock and the outstanding prefestedk issued to the United States Department eagury (the
“Treasury”), or (ii) making any payment on any debturity that is ranked pair passu with the debutsties issued
by the respective trusts. Because the PreferradeShssued under the U.S. Treasury’s Capital RsecPlan (the
“CPP") are subordinate to the trust preferred séear the Company will be restricted from payingidends on
these Preferred Shares until such time as all preferred dividends have been brought currente [Sete 13,
Regulatory Matters for additional information.

Aggregate annual maturities of long-term debt atddeber 31, 2009 are as follows:

(In thousands)

2010 $ -
2011 7,500
2012 15,000
2013 20,000
2014 -
Thereafter 59,588
$ 102,088

NOTE 12: INCOME TAXES

The provision for income taxes consists of theofwlhg:

2009 2008 2007
(In thousands)
Taxes currently (refundable) payable $ (2,388) (2%01) $ 3,409
Deferred income taxes (6,126) (1,223) (1,134)
$ (8,514) $ (3,824) $ 2,275
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NOTE 12: INCOME TAXES (Continued)

A reconciliation of income tax expense at the stagurate to the Company’s actual income tax expess
shown below:

2009 2008 2007
(In thousands)

Computed at the statutory rate (34%) $ (7,862) (4,%85) $ 2,299
Increase (decrease) resulting from:

Goodwill impairment - 1,541 -

Tax-exempt interest (12) (20) (28)

State income taxes (208) (99) 200

Other (432) 461 196
Actual tax provision $ (8,514) $ (3,824) $ 2,275

The tax effects of temporary differences relatedeerred taxes shown on the December 31, 2002668
consolidated balance sheets are as follows:

2009 2008
(In thousands)
Deferred tax assets:

Allowance for loan losses $ 7,385 $ 4,545
Net Operating Loss from Blue Valley Ban gcand
subsidiary 2,840
Deferred compensation 135 136
Offering costs 210 221
Non-accrual loan interest 60 96
Net Operating Loss carried from Unison Bancorp Inc
and subsidiary acquisition 77 77
Other 28 178
10,735 5,253
Deferred tax liabilities:
Accumulated depreciation (385) (428)
FHLBank stock basis (433) (534)
Accumulated appreciation on available-for-
sale securities (69) (434)
Prepaid intangibles a77) (190)
Core Deposit Intangible related to Unison Bancorp
Inc. and subsidiary acquisition (182) (255)
Other (9) (147)
(1,259 (1,989
Net deferred tax asset $ 9,480 $ 3,265

The Company has unused Federal net operating sosgfarwards of $6,612,000, which expires in 20Z%he
Company has unused Kansas Privilege Tax net opgrhtss carryforwards of $14,797,000 which expieéneen
2018 and 2019.

NOTE 13: REGULATORY MATTERS

The Company and the Bank are subject to variogslaeory capital requirements administered by feber
banking agencies. Failure to meet minimum cap#gjuirements can initiate certain mandatory andsipts
additional discretionary actions by regulators thitundertaken, could have a direct material dffen the
Company'’s financial statements. Under capital adey guidelines and the regulatory framework foonppt
corrective action, the Company and the Bank musetnspecific capital guidelines that involve quaattite
measures of assets, liabilities and certain offubed sheet items as calculated under regulatopuatiag practices.
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NOTE 13: REGULATORY MATTERS (Continued)

The capital amounts and classification are alsgestibo qualitative judgments by the regulatorsulmmponents,

risk weightings and other factors.

Quantitative measures established by regulaticengure capital adequacy require the Company an@ank
to maintain minimum amounts and ratios (set forthihie table below) of total and Tier | capital tekrweighted

assets and of Tier | capital to average assetsnalyjiament believes,

as of December 31, 2009 and, 2088the

Company and the Bank meet all capital adequacyinements to which they are subject.

As of December 31, 2009, the Bank had capital icesx of regulatory requirements for a well caéai
institution. To be categorized as well capitalizéte Bank must maintain minimum total risk-bas€igyr 1 risk-
based and Tier 1 leverage ratios as set fortharighle. There are no conditions or events sireeebber 31, 2009

that management believes have changed the Ban&isqmo

The Company and the Bank’s actual capital amourdsatios are also presented in the table.

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
(In thousands)
December 31, 2009:
Total Capital
(to Risk Weighted Assets)
Consolidated $ 78,424 12.54% $ 50,038 8.00% N/A
Bank Only $ 79,140 12.67% $ 49,987 8.00% 62$484 10.00%
Tier 1 Capital
(to Risk Weighted Assets)
Consolidated $ 70,455 11.26% $ 25,019 4.00% A N/
Bank Only $ 71,179 11.39% $ 24,993 4.00% T30 6.00%
Tier 1 Capital
(to Average Assets)
Consolidated $ 70,455 9.07% $ 31,083 4.00% N/A
Bank Only $ 71,179 9.16% $ 31,083 4.00% 8BE8 5.00%
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NOTE 13: REGULATORY MATTERS (Continued)

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio

(In thousands)
December 31, 2008:

Total Capital
(to Risk Weighted Assets)

Consolidated $103,337 13.82% $59,800 8.00% N/A

Bank Only $ 89,553 12.22% $58,607 8.00% $738,25 10.00%
Tier 1 Capital
(to Risk Weighted Assets)

Consolidated $ 93,956 12.57% $29,900 4.00% N/A

Bank Only $ 80,356 10.97% $29,304 4.00% $43,95 6.00%
Tier 1 Capital
(to Average Assets)

Consolidated $ 93,956 11.50% $32,693 4.00% N/A

Bank Only $ 80,356 10.00% $32,128 4.00% $4D,16 5.00%

The Bank is subject to certain restrictions on #imounts of dividends that it may declare withoubipr
regulatory approval. At December 31, 2009, anyddind declaration would require regulatory approval

Preferred Stock and Warrants

On December 5, 2008, the Company issued and soliheoUnited States Department of Treasury (the
“Treasury”) 21,750 shares of Fixed Rate Cumulakreepetual Preferred Stock (the “Preferred Sharetijg with
a ten year warrant to purchase 111,083 sharegd@dmpany’s common stock for $29.37 per sharea fotal cash
price of $21,750,000 (the “Transaction”). The Bredd Shares have a liquidation preference of Sl share.
The Transaction occurred pursuant to, and is geeehy the U.S. Treasury’s Capital Purchase Plan ‘@PP”),
which is designed to attract broad participationititutions, to stabilize the financial systenmdato increase
lending for the benefit of the U.S. economy. Imgection with the transaction, the Company entarama letter
agreement with the Treasury which includes a StesrPurchase Agreement-Standard Terms (the “SPAhe
Preferred Shares carry a 5% per year cumulativeepesl dividend rate, payable quarterly. The divid rate
increases to 9% after five years. Dividends comgaifithey accrue and are not paid. During thst fihree years
after the transaction, the Company may not reddemPreferred Shares except in conjunction with alifigd
equity offering meeting certain requirements. Dgrihe time that the Preferred Shares are outstgndinumber of
restrictions apply to the Company, including, amotfers:

i The Preferred Shares have a senior rank. The Gonipaot free to issue other preferred stock ihaenior
to the Preferred Shares.

. Until the third anniversary of the sale of the Rredd Shares, unless the Preferred Shares have been
redeemed in whole or the Treasury has transfertedfahe shares to a non-affiliated third parthet
Company may not declare or pay a common stock elddn an amount greater than the amount of the las
quarterly cash dividend per share declared pridd¢twober 14, 2008, or repurchase common stock reer ot
equity shares (subject to certain limited excejamithout the Treasury’s approval.

. If the Company were to pay a cash dividend inftlere, any such dividend would have to be disometd if
a Preferred Share dividend were missed. Theredfigdends on common stock could be resumed drdf i
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NOTE 13: REGULATORY MATTERS (Continued)

Preferred Share dividends in arrears were paid@nilé8 restrictions apply to the Company’s ability
repurchase common stock if Preferred Share divislanel missed.

. Failure to pay the Preferred Share dividend isamogévent of default. However, a failure to paptaltof six
Preferred Share dividends, whether or not consesugives the holders of the Preferred Sharesigfin to
elect two directors to the Company’s Board of Dioes. That right would continue until the Comparays
all dividends in arrears.

. In conformity with requirements of the SPA andct®m 111(b) of the Emergency Economic Stabilizatio
Act of 2008 (the “EESA”), the Company and its sdiemiy, Bank of Blue Valley, and each of its senior
executive officers agreed to limit certain compéiosa bonus, incentive and other benefits plans,
arrangements, and policies with respect to theosaniecutive officers during the period that thedsury
owns any debt or equity securities acquired in estion with the Transaction. The applicable senior
executive officers have entered into letter agregmeith the Company consenting to the foregoing) lzawve
executed a waiver voluntarily waiving any claim &aga the Treasury or the Company for any changes to
such senior executive officer's compensation oreffiesnthat are required to comply with Section 1)idgf
EESA.

The Company’s preferred stock qualifies as Tieafital in accordance with regulatory capital reguients.

The Warrant is exercisable immediately and expitden years. The Warrant has anti-dilution protes and
certain other protections for the holder, as wall potential registration rights upon written requ&#gem the
Treasury. If requested by the Treasury, the Waiamd the underlying common stock) may need ttisbed on a
national securities exchange. The Treasury hasedgrot to exercise voting rights with respectammon shares it
may acquire upon exercise of the Warrant. The nurmbeommon shares covered by the Warrant coul@ leen
reduced by up to one-half if the Company completed equity offering meeting certain requirements by
December 31, 2009. If the Preferred Shares areeneg@ in whole, the Company has the right to pueclasy
common shares held by the Treasury at their farketavalue at that time.

The Board of Directors of Blue Valley Ban Corp. aitgl wholly owned subsidiary, Bank of Blue Valley,
entered into a written agreement with the FedeedeRve Bank of Kansas City as of November 4, 2008is
agreement was a result of an examination that wampleted by the regulators in May 2009, and relptesarily to
the Bank’s asset quality. Under the terms of the@@ment, the Company and the Bank agreed, ambeg things,
to submit an enhanced written plan to strengtheditrisk management practices and improve the Bamisition
on the past due loans, classified loans, and otarestate owned; review and revise its allowdncdoan and
lease loss methodology and maintain an adequatevaice for loan loss; maintain sufficient capital the
Company and Bank level; and improve the Bank’s iagmand overall condition. The Company and Baa¥eh
also agreed not to increase or guarantee any gdefithase or redeem any shares of stock or dectapayoany
dividends without prior written approval from thederal Reserve Bank. Progress on these itemsedwmasrbade
since the completion of the examination and managé¢rind the Boards are committed to resolvingfahe items
addressed by the regulators in the agreement. Bdwrd of Directors believes the enhanced procedures
contemplated by the agreement will be beneficidhtoBank’s future operations and success.

At the request of the Federal Reserve Bank of Katy, the Company notified the Treasury of itemion
to defer the quarterly dividend payment on the é&trefl Shares due to the Treasury on May 15, 2008ust 15,
2009, November 15, 2009 and February 15, 2010 paksof the Securities Purchase Agreement-Stantands,
dividends compound if they accrue and are not p&ailure by the Company to pay the Preferred Stsvidend is
not an event of default. However, a failure to mayotal of six Preferred Share dividends, whethiemot
consecutive, gives the holders of the PreferredeShthe right to elect two directors to the CompaiBoard of
Directors. That right would continue until the Goamy pays all dividends in arrears. The Comparsydtarued
for the dividends and has every intention to btimgobligation current as soon as permitted.
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NOTE 14: TRANSACTIONS WITH RELATED PARTIES

At December 31, 2009 and 2008, the Company hadsloatstanding to executive officers, directors &md
companies in which the Bank’s executive officerslivectors were principal owners, in the amount$2#,387,000
and $28,692,000, respectively. Related party &retitns for 2009 and 2008 were as follows:

2009 2008
(In thousands)
Balance, beginning of year $ 28,692 $ 20,288
New loans and advances 17,668 21,350
Repayments and reclassifications (23,973) (12,946)
Balance, end of year $ 22,387 $ 28,692

In management’s opinion, such loans and other siies of credit and deposits were made in the argin
course of business and were made on substanti@lgame terms (including interest rates and codigtas those
prevailing at the time for comparable transactiwaith other persons. Further, in management’s opinthese loans
did not involve more than the normal risk of cotidality or present other unfavorable features.

NOTE 15: PROFIT SHARING AND 401(K) PLANS

The Company'’s profit sharing and 401(k) plans caudrstantially all employees. Contributions to pinefit
sharing plan are determined annually by the Boafdirectors, and participant interests are vestestr @ five-year
period. The Company did not make a contributiotheoprofit sharing plan during 2009 and 2008. Tenpany’s
401(k) plan permits participants to make contritsi by salary reduction, based on which the Compaattghes a
ratable portion. The Company’s matching contritngido the 401(k) plan are vested immediately. Coebi
Company contributions charged to expense for 2@088 and 2007 were $302,000, $312,000 and $782,000,
respectively.

NOTE 16: EQUITY INCENTIVE COMPENSATION

The Company has an Equity Incentive Plan (the “Blarhich allows the Company to issue equity inceati
compensation awards to its employees and direttahe forms of stock options, restricted sharedeaderred share
units.

Under the fixed option provisions of the Plan, @@mpany may grant options for shares of commorkdtuat
vest two years from the date of grant to its empésy At December 31, 2009, the Company had 156bédes
available to be granted (options granted prior 8L were subject to an earlier plan with similamnts). The
exercise price of each option is intended to etjualfair value of the Company’s stock on the ddtgrant, and
maximum terms are 10 years.

During 2009, 2008 and 2007, the Company grantestock options, but did grant 60,350, 15,100 anéQ3,
shares of restricted common stock, respectivelgcifents of the restricted stock grant who are leyges fully
vest in the stock after three years from the détéhe grant. Recipients of the restricted stocangrwho are
directors vested immediately in 2009 and after pe& from the date of the grant in prior years.e Tion vested
shares were 61,750, 21,100, and 18,000 as of Demedih 2009, 2008 and 2007, respectively. The lsasis of
the restricted shares granted, equal to the fairevaf the Company’s stock on the date of granit,lvei amortized to
compensation expense ratably over the applicaldéngeperiod. The amount of unrecognized comp@rsabsts
was $650,000, $268,700, and $230,200 as of DeceBihe2009, 2008, and 2007, respectively. During®2008
and 2007, 5,300, 700 and 2,025 shares of restrattedk were forfeited, respectively.
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NOTE 16: EQUITY INCENTIVE COMPENSATION (Continued)

A summary of the status of option shares undemptae at December 31, 2009, 2008 and 2007, and esang

during the years then ended, is presented below:

2009 2008 2007

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding, beginning of year 51,225 $ 20.38 66,325 $ 19.73 84,300 $ 19.11
Exercised - - (15,100) 17.56 (15,425) 5.42
Forfeited 17,350 20.12 - - (2,550) 25.00
Outstanding, end of year 33,875 $ 20.51 51,225 $ 20.38 66,325 $ 19.73
Intrinsic value of shares exercised $ - $ 162,826 $ 306,410
Options exercisable, end of year 33,875 $ 20.51 51,225 $ 20.38 66,325 $ 19.73

The weighted-average remaining contractual lifeopfion shares at December 31, 2009 was 2.01 years.
Exercise prices ranged from $16.50 to $25.00. im&iion about options outstanding and exercisablefas

December 31, 2009 is set forth in the followingi¢a

Options Outstanding and Exercisable

b

Exercise Number Outstanding and Weighted Average Remaining Weighted Average
Price Exercisable at 12/31/09 Contractual Life Exercise Price
16.50 9,500 1 vyear 16.50
19.50 13,000 2 years 19.50
25.00 11,375 3 years 25.00

33,875

NOTE 17: EMPLOYEE STOCK PURCHASE PLAN

The 2004 Blue Valley Ban Corp. employee stock pasehplan (“ESPP”) provides the right to subscribe t
100,000 shares of common stock to substantiallgraployees of the Company and subsidiaries, exbepe who
are 5% or greater shareholders of the Company. plihehase price for shares under the plan is détedrby the
Company'’s Board of Directors (or a designated Comemithereof) and was set to 85% of the markeepiteither
the grant date or the offering date, whicheveroisdr, for the plan year beginning in February 20@xpense
associated with the plan recognized in 2009, 2008 2007 was approximately $7,000, $10,000 and $07,0
respectively. Information about employee stockchase plan activity as of December 31, 2009, 20@B2007 is

set forth in the following table.

Employee Stock Purchase Plan Activity

Plan year ending January Shares purchased Purehiese
2009 2,495 $21.25
2008 3,587 $27.20
2007 4,558 $25.50

F-31



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 18: GAIN ON SETTLEMENT OF LITIGATION

The Company’s subsidiary, Bank of Blue Valley (“Ban entered into a settlement agreement with an
individual, based on a successful summary judgrobtgined in the Circuit Court of Jackson Countys#diuri, for
fraudulent misrepresentation by the individual. eTéettlement was for $1.0 million, of which $20@0@as
received in cash in the third quarter of 2008, wiith remaining $800,000 payable by August 30, 2@B the
option to extend the payable date through August2ZBl2. The $800,000 is considered fair value g
recognized as a gain contingency in 2008 in acem&avith ASC 450, which requires the recognitiormaécovery
when realization of the recovery is deemed probaBithe contingent portion of the settlementdiateralized by
real property legally owned by the individual, mgement has deemed the ultimate recovery of theesetht as
probable. Therefore, an $800,000 miscellaneousivable was also recorded. The receivable is@éstdvearing,
with an interest rate, commensurate with the risdoaiated. The Company estimates the time framee&zipt of
the $800,000 is between two and four years.

NOTE 19: OTHER INCOME/EXPENSE

Other income consists of the following:

2009 2008 2007
(In thousands)
Rental income $ 377 $ 433 $ 481
Realized gain on foreclosed assets 722 146 -
Other income 776 696 624
Total $ 1,875 $ 1,275 $ 1,105
Other operating expenses consist of the following:
2009 2008 2007
(In thousands)
Data processing $ 1,318 $ 1,178 $ 1,077
Professional fees 1,285 1,096 1,271
Foreclosure expenses 3,862 914 339
FDIC assessment 2,267 482 80
Advertising 172 717 998
Loan processing fees 346 446 484
Other expense 3,508 3.471 3,198
Total $ 12,758 $ 8,304 $ 7,447

NOTE 20: FAIR VALUE OPTION

Effective April 1, 2009, the Company adopt@tie Fair Value Option for Financial Assets and Fingl
Liabilities — including an Amendment of FASB StateniNo. 115which was subsequently incorporated into FASB
Accounting Standards Codification in Topic 825, foortgage loans held for sale originated after IApri2009.
This standard permits an entity to choose to meamany financial instruments and certain other $eah fair
value. An entity will report unrealized gains dodses on items for which the fair value option basn elected in
earnings at each reporting date.
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In accordance with ASC 825, the Company has eldotedeasure loans held for sale at fair value. nisdaeld
for sale is made up entirely of mortgage loans Hetdimmediate sale in the secondary market wittviseng
release. These loans are sold prior to originadioa contracted price to an outside investor best efforts basis
and remain on the Company’s balance sheet for @ phdod of time (typically 30 to 60 days). Itnisanagement’s
opinion given the short-term nature of these lodnat fair value provides a reasonable measurbeftonomic
value of these assets. In addition, carrying daahs at fair value eliminates some measure oftiibfecreated by
the timing of sales proceeds from outside investehich typically occur in the month following oigation.

The difference between the aggregate fair valuethadaggregate unpaid principal balance of loanhd foe
sale was $111,000 at December 31, 2009. Lossesféio value changes included in loans held foe $eé income
was $111,000 for the year ended December 31, 20@8rest income on loans held for sale is inclutethterest
and fees on loan in the Company’s consolidatectrstant of operations. See Note 21 for additionstldsures
regarding fair value of mortgage loans held foesal

NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES

Fair value is the price that would be received ¢ an asset or paid to transfer a liability in arderly
transaction between market participants at the ureagent date. The fair value hierarchy requiresmatity to
maximize the use of observable inputs and minintii|e use of unobservable inputs when measuringvédire.
There are three levels of inputs that may be usedeasure fair value:

Level 1 Quoted prices in active markets for identical assetiabilities

Level 2 Observable inputs other than Level 1 prices, sachumted prices for similar assets or liabilities;
quoted prices in markets that are not active; dreiotinputs that are observable or can be
corroborated by observable market data for sutiathnthe full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by litttammarket activity and that are significant to the
fair value of the assets or liabilities.

Following is a description of the valuation methtmdes used for instruments measured at fair valuea
recurring basis and recognized in the Company'saliatated balance sheet, as well as the genersdifitation of
such instruments pursuant to the valuation hiesarch

Available-for-Sale Securities

Where quoted market prices are available in arvaeatiarket, securities are classified within Levebflthe
valuation hierarchy. Level 1 securities includelenge traded equities. If quoted market pricesnat available,
then fair values are estimated by using pricing elmdquoted prices of securities with similar cletggstics or
discounted cash flows. Level 2 securities includ8. Government sponsored agencies. In certaiescakere
Level 1 or Level 2 inputs are not available, se@siare classified within Level 3 of the hierar@nd include other
less liquid securities.

Mortgage Loans Held for Sale

Mortgage loans held for sale are valued using ntapkies for loans with similar characteristics.hig
measurement is classified as Level 2 within theahnahy.
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Commitments to Originate L oans and Forward Sales Commitments

Commitments to originate loans and forward salemmdments are valued using a valuation model which
considers differences between quoted prices farslagith similar characteristics in the secondarykatand the
committed rates. The valuation model includes mggions which adjust the price for the likelihodtht the
commitment will ultimately result in a closed loafhese measurements are significant unobservajlgs and are
classified as Level 3 within the hierarchy.

The following table presents the fair value measanets of assets and liabilities recognized in tbenGany’s
condensed consolidated balance sheet and the Vethih the fair value hierarchy in which the faialue
measurements fall at December 31, 2009 and 2008:

Fair Value Measurements Using

Significant
Quoted Prices in Other
Active Markets Observable Unobservable
for Identical Inputs Inputs
Fair Value Assts (Level 1) (Level 2) (Level 3)
(In thousands)
December 31, 2009:
Assets:
Available-for-sale securities:
U.S. Government sponsored agencies $ 72,163 - $ 72,163 $ -
Equity and other securities 594 594 - -
Mortgage loans held for sale 8,752 - 8,752 -
Commitments to originate loans - - - -
Forward sales commitments 283 - - 283
Total assets $ 81,792 $ 594 $ 80,915 $ 283
Liabilities:
Commitments to originate loans $ 47% - $ - $ 47
Forward sales commitments - - - -
Total liabilities $ 47 3 - $ - $ 47
December 31, 2008:
Assets:
Available-for-sale securities:
U.S. Government sponsored agencies $ 68,092 - $ 68,092 $ -
Equity and other securities 589 589 - -
Total assets $ 68,681 $ 589 $ 68,092 $ -
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The following table is a reconciliation of the beging and ending balances of recurring fair value
measurements recognized in the Company’s consetidaflance sheet using significant unobservableglL8)

inputs:
Commitments to Forward Sales
Originate Loans Commitments
(In thousands)

Balance as of December 31, 2008 $ - $ -
Total realized and unrealized gains (losses):
Included in net income 47 283
Included in other comprehensive income - -
Transfers in and/or out due to changes in sigmifigaputs — -

Balance as of December 31, 2009 $ 47) $ 283

Realized and unrealized gains and losses noteldeiriable above and included in net income for thop
ended December 31, 2009 are reported in the colasetl statement of operations in other income.

Following is a description of the valuation methlmdpes used for financial and nonfinancial instrumse
measured at fair value on a non-recurring basisraodgnized in the accompanying balance sheet,efisas the
general classification of such instruments purst@tite valuation hierarchy.

I mpaired Loans (Collateral Dependent)

Loans for which it is probable that the Companyl wilt collect all principal and interest due acdogdto the
contractual terms are measured for impairment.owdble methods for determining the amount of impaint
include using the fair value of the collateral éoflateral dependent loans.

If the impaired loan is identified as collaterapdadent, then the fair value method of measuriegathount of
impairment is utilized. This method requires obitag a current independent appraisal of the cobidtend applying
a discount factor to the value. Impaired loans #na collateral dependent are classified withindle of the fair
value hierarchy when impairment is determined u#iregfair value method.

Foreclosed Assets Held for Sale

Foreclosed assets held for sale are carried affaihevalue less costs to sell at the date of fawate,
establishing a new cost basis. Subsequent tolfm@e, valuations are periodically performed bynagement and
the assets are carried at the lower of carryinguator fair value less cost to sell.
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The following table presents the fair value measinets of assets and liabilities measured at fdirevan a
non-recurring basis at December 31, 2009 and 2008:

Fair Value Measurements Using

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

(In thousands)
December 31, 2009:

Impaired loans, net of reserves $ 28,393% - $ - $ 28,393
Foreclosed assets held for sale, net 8,231 — — 8,231
$ 36,624 $ — $ - $ 36,624

December 31, 2008:
Impaired loans, net of reserves $ 52539% = $ - $ 52539

The following methods and assumptions were usesktionate the fair value of all other financial nushents
recognized in the accompanying consolidated balaheets at amounts other than fair value.

Cash and Cash Equivalents

For these short-term instruments, the carrying arhapproximates fair value.

Loans

The fair value of loans is estimated by discountimg future cash flows using the market rates athvsimilar
loans would be made to borrowers with similar drediings and for the same remaining maturitiesarisowith
similar characteristics were aggregated for purpadethe calculations. The carrying amount of aedrinterest
approximates its fair value.

Federal Home Loan Bank Stock, Federal Reserve Bank Stock, and other securities

The carrying amounts for these securities approbarnteir fair value.

Deposits

The fair value of demand deposits, savings accolN@V accounts and certain money market deposttseis
amount payable on demand at the reporting date tfier carrying amount). The fair value of fixedhturity time
deposits is estimated using a discounted cashdhdeulation that applies the rates currently offief@r deposits of
similar remaining maturities. The carrying amoahaccrued interest payable approximates its falne:.

Securities Sold Under Agreement to Repurchase and Other I nterest-Bearing Liabilities

For these short-term instruments, the carrying arhisua reasonable estimate of fair value.

Long-Term Debt

Rates currently available to the Company for delth wimilar terms and remaining maturities are used
estimate fair value of existing debt.
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Commitments to Extend Credit, Letters of Credit and Lines of Credit

The fair value of commitments is estimated using files currently charged to enter into similar agrents,
taking into account the remaining terms of the agrents and the present creditworthiness of thetequarties.
For fixed rate loan commitments, fair value alsasiders the difference between current levels efrést rates and
the committed rates. The fair value of letterscaddit and lines of credit is based on fees culyestiarged for
similar agreements or on the estimated cost toitetim or otherwise settle the obligations with ¢cbenterparties at
the reporting date.

The following table presents estimated fair valeéghe Company’s financial instruments not pregigu
disclosed at December 31, 2009 and 2008.

2009 2008
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets: (In thousands)
Cash and cash equivalents $ 96,984 $ 96,984 $4,973 $ 44,973
Mortgage loans held for sale 8,752 8,752 58,1 8,157
Loans, net of allowance for loan losses 534,111 536,973 650,033 651,868
Federal Home Loan Bank stock, Federal Reserve
Bank stock, and other securities 7,059 7,059 7,888 7,888
Interest receivable 2,303 2,303 3,273 3,27
Financial liabilities:
Deposits 590,110 593,345 600,868 611,538
Securities Sold Under Agreement to Repurchase
and Other Interest-Bearing Liabilities 16,120 16,120 27,545 27,545
Long-term debt 102,088 95,762 107,584 995,
Interest payable 2,698 2,698 2,768 2,768

Unrecognized financial instruments
(net of amortization):
Commitments to extend credit - - — _
Letters of credit - - - -
Lines of credit - - — -
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NOTE 22: BUSINESS ACQUISITION

On February 16, 2007, the Company acquired 100%eobutstanding common stock of Unison Bancorp, Inc
(“Unison”) and its subsidiary, Western National Rasf Lenexa, Kansas (“Western”) for $10,180,00@#&sh and
merged Unison into the Company. On March 29, 288§ ,Company sold Western to Northland NationalkBan
Kansas City, Missouri, and simultaneously the Comfmsubsidiary, Bank of Blue Valley, purchased #ssets
and assumed the liabilities of Western, with theegtion of the bank charter and some miscellanesssts and
received $392,000 cash as a net result. As atrebthe acquisition, the Company has had the dppdy to
continue its expansion in Johnson County. Theltesf Western from February 16, 2007 through M&28, 2007
have been included in the consolidated financikestents.

The following table summarizes the estimated falues of the assets acquired and liabilities asduahéhe
date of acquisition.

(In thousands)

Cash and cash equivalents $ 4,134
Available-for-sale securities 1,594
Loans 29,200
Premises and equipment 1,508
Core deposits intangible 1,000
Western National Bank charter - intangible 325
Goodwill 4,531
Other assets 1,660
Total assets 43,952
Deposits 31,241
Other interest-bearing liabilities 903
Long-term debt 650
Other liabilities 874
Total liabilities assumed 33,668
Net assets acquired $ 10,284

The Company acquired identifiable intangibles whicimsisted of the core deposit base of $1,000,86@&;h
has a useful life of approximately seven years iangking amortized using the straight-line method the bank
charter, which was subsequently sold to Northlardidsial Bank on March 29, 2007. Since the transactvas
structured as a stock acquisition the tax baséiseofssets and liabilities carried over from thguaree. As a result,
the $1,000,000 core deposit intangible and $4,5R1 @f goodwill were not considered deductible facdme tax
purposes. Subsequent to the transaction, the Gongstermined that the goodwill was impaired arsbrded an
impairment charge (Note 6, Goodwill).

NOTE 23: COMMITMENTS, CREDIT RISKS AND CURRENT ECO NOMIC CONDITIONS
The Company extends credit for commercial realtestaortgages, residential mortgages, working chpita

financing and consumer loans to businesses andergsiprincipally in southern Johnson County. Blaak also
purchases indirect leases from various leasing emmp throughout Kansas and Missouri.
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Commitments to extend credit are agreements td tera customer as long as there is no violatiomrof
condition established in the contract. Commitmeggserally have fixed expiration dates or othemteation
clauses and may require a payment of a fee. Simmartion of the commitments may expire withoutigedrawn
upon, the total commitment amounts do not necdgsegpresent future cash requirements. Each custem
creditworthiness is evaluated on a case-by-casis.bd$e amount of collateral obtained, if deemedeassary, is
based on management’s credit evaluation of the teguarty. Collateral held varies, but may incluatEounts
receivable, inventory, property, plant and equipth@@mmercial real estate and residential realtestaAt
December 31, 2009 and 2008, the Company had odistarcommitments to originate loans aggregating
approximately $22,712,000 and $19,230,000, respagti The commitments extend over varying periotiime
with the majority being disbursed within a one-ypariod.

Mortgage loans in the process of origination repnésamounts that the Company plans to fund withiiornal
period of 60 to 90 days and which are intendeds&de to investors in the secondary market. Forwandmitments
to sell mortgage loans are obligations to delioank at a specified price on or before a specifiatte date. The
Bank acquires such commitments to reduce marké&t ais mortgage loans in the process of originatiod a
mortgage loans held for sale.

Total mortgage loans in the process of originatiarounted to $4,102,000 and $4,423,000 and mortgags
held for sale amounted to $8,752,000 and $8,157a0@&cember 31, 2009 and 2008, respectively. Eefarward
commitments to sell mortgage loans amounted to ceqapately $12,854,000 and $12,580,000 at December 3
2009 and 2008, respectively. Mortgage loans imptioeess of origination represent commitments igirmate loans
at both fixed and variable rates.

Letters of credit are conditional commitments isku®y the Company to guarantee the performance of a
customer to a third party. Those guarantees aimmaply issued to support public and private borimyv
arrangements, including commercial paper, bondnfimay and similar transactions. The credit riskolwed in
issuing letters of credit is essentially the samé¢hat involved in extending loans to customerbe Tompany had
total outstanding letters of credit amounting t0, 289,000 and $9,605,000 at December 31, 2009 a68,20
respectively.

Lines of credit are agreements to lend to a cust@wéong as there is no violation of any condistablished
in the contract. Lines of credit generally havesfl expiration dates. Since a portion of the lirey expire without
being drawn upon, the total unused lines do noessarily represent future cash requirements. Eastomer’s
creditworthiness is evaluated on a case-by-cass.bd$ie amount of collateral obtained, if deemedessary, is
based on management’s credit evaluation of the tegpauty. Collateral held varies, but may includzants
receivable, inventory, property, plant and equipthecommercial real estate and residential real t@sta
Management uses the same credit policies in gmlfities of credit as it does for on-balance shestriments. At
December 31, 2009 and 2008, unused lines of clamlitowings aggregated approximately $112,043,008 an
$161,223,000, respectively.

The current economic environment presents finaniatitutions with unprecedented circumstances and
challenges which in some cases have resulted ge ldeclines in the fair values of investments atiroassets,
constraints on liquidity and significant credit ¢jtyaproblems, including severe volatility in theluation of real
estate and other collateral supporting loans. Tfihancial statements have been prepared using wvadunel
information currently available to the Company.

Given the volatility of current economic conditigrise values of assets and liabilities recordethénfinancial
statements could change rapidly, resulting in ntdéuture adjustments in asset values, the alle@afor loan
losses, capital that could negatively impact then@any’s ability to meet regulatory capital requisgmts and
maintain sufficient liquidity.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 24: LEGAL CONTINGENCIES

Various legal claims also arise from time to timehe normal course of business which, in the opimif
management, will have no material effect on the @amy’s consolidated financial statements.

NOTE 25: SELECTED QUARTERLY FINANCIAL DATA (Unaudi ted)
The following table presents the unaudited resaoftoperations for the past two years by quarteree S

discussion on earnings per share in "Note 1: Mabfr Operations and Summary of Significant Accaumti
Policies" in the Company's Consolidated Financiatédnents.

2009 2008
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
(In thousands, except per share data)
Interest income $ 8,38% 8,804% 9,197 $ 9,697 $ 10,770$% 11,121$% 11,466 $ 11,641
Interest expense 4,125 4,438 4,716 4,708 5,302 5,452 5,235 5,702
Net interest income 4,260 4,366 4,481 4,989 5,468 5,669 6,231 5,939
Provision for loan losses 2,500 6,210 - 12,925 1,625 12,090 2,410 900
Net interest income (loss) after
provision for loan losses 1,760 (1,844) 4,481 (7,936) 3,84:  (6,421) 3,821 5,039
Non-interest income 1,711 1,845 2,530 1,824 1,512 2,576 1,934 1,688
Realized gains on available-for
sale securities - - - 346 - - 224 478
Non-interest expense 7,494 6,601 6,687 7,059 10,65( 5,982 5,927 6,210
Income (loss) before income
taxes (4,023 (6,600) 324 (12,825) (5,295) (9,827) 52 995
Provision (benefit) for income taxes (1,381 (2,.43) 118 (4,720 (600) (3.617% 28 365
Net income (loss) (2,542) (4,169) 206 (8,105) (4,695)_ (6,210) 24 630
Dividends on preferred shares 290 272 271 212 - - - -

Net income (loss) available to

common shareholders $ (2,838)(4,441) $ (65) $ (8,317) $ (4,695)% (6,210) % 24 $ 630

Net Income (loss) per Share Data

Basic $ (10B$S (161 $ (0.02)$ (3.02) $ (192% (255 % 0.00 % 0.2¢

Diluted $ (103$ (161 $ (002 $ (3.02 $ (192)% (255 % 0.00 % 0.2¢
Balance Sheet

Total assets $ 773,968 825,857% 811,333 $ 843,55¢ $815,70( $ 788,261 % 805,127 $ 768,08t

Total loans, net 534,111 560,880 585,474 610,404 650,83 631,09C 628,067 613,304

Stockholders' equity 6M8 63,519 67,85¢ 67,90¢ 76,43¢ 53,701 59,62¢ 60,06:

The above unaudited financial information refleats adjustments that are, in the opinion of managem
necessary to present a fair statement of the sesfutiperations for the interim periods presented.
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NOTE 26: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

Condensed Balance Sheets
December 31, 2009 and 2008

2009 2008
(In thousands)
ASSETS
Cash and cash equivalents $ 899 $ 4,480
Investments in subsidiaries:
Bank of Blue Valley 79,573 81,838
Blue Valley Building Corp. - 8,751
BVBC Capital Trust Il 232 232
BVBC Capital Trust Ill 356 356
Other assets 797 525
Total Assets $ 81,857 $ 96,182
LIABILITIES
Subordinated debentures $ 19,588 $ 19,588
Other liabilities 1,666 155
Total Liabilities 21,254 19,743
STOCKHOLDERS’ EQUITY
Preferred Stock 22 22
Common stock 2,818 2,760
Additional paid-in capital 37,975 37,666
Retained earnings 19,685 35,340
Accumulated other comprehensive loss, net of incamef $69 and $434 at 2009
and 2008, respectively 103 651
Total Stockholders’ Equity 60,603 76,439
Total Liabilities and Stockholders’ Equity $ 81B5 $ 96,182
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NOTE 26: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

(Continued)
Condensed Statements of Income
Years Ended December 31, 2009, 2008 and 2007
2009
Income
Dividends from subsidiaries $ 700
Other income 20
720
Expenses 1,336
Income (loss) before income taxes and equity irisiriduted ne
income of subsidiaries (616)
Credit for income taxes (474)
Income (loss) before equity in undistributed nebime of
subsidiaries (142)
Equity in undistributed (distributions in exces} &t income of (14,468)
subsidiaries
Net income (loss) $ (14,610)
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2008
(In thousands)

$ 654
654
2,541

(1,887)
(1.117)

(770)
(9.481)

$ (10,251)

2007

$ 13,49
15
12,510
2,174

10,336
(818

11,154
(6.666)

$ 4488



BLUE VALLEY BAN CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009, 2008 AND 2007

NOTE 26: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

(Continued)

Condensed Statements of Cash Flows

Years Ended December 31, 2009, 2008 and 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)
Items not requiring (providing) cash:
Deferred income taxes
Equity in undistributed (distributions in exces} oét
income of subsidiaries
Restricted stock earned
Changes in:
Other assets
Other liabilities
Net cash provided by (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Capital contributed to subsidiary
Purchase of Unison Bancorp, Inc. and subsidiary
Proceeds from sale of assets and liabilities oftévas
National Bank
Sale of Western National Bank charter
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayments of long-term debt

Proceeds from short-term debt

Dividends paid on common stock

Dividends paid on preferred stock

Proceeds from sale of preferred stock

Proceeds from sale of common stock through thegigh
offering

Proceeds from sale of common stock through ESPP and
stock options exercised

Net cash provided by (used in) financing activi

INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR
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2009

$ (14,610)

(29)

14,468
287

(243)
696

569

(4,000)

@ 005)

62
(150)

(3,581)

4,480

$ 899

2008
(In thousands)

$ (10,251)

46

9,481
309

(207)
(308)
(930)

(8P

(19,578)

(17,781)
15,000
(878)

21,750

5,201
435
23,727

3,219

1,261

$ 4480

2007

$ 4,488
(42)

6,666
316

255

52
11,735

(5,764)
(10,284)

5,834
325
(9.889)

@25

(723)

466
(1,507)

339
922

$ 1,261



