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Part |
Item 1: Business

The Company and Subsidiaries

” o« LT

As used in this Form 10-K, unless we specify othsew'we, our,” and “Company” refers to Béu

Valley Ban Corp., a Kansas corporation.

us,

Blue Valley Ban Corp. is a bank holding companyamiged in 1989. The Company's primary wholly-owned
subsidiary, Bank of Blue Valley (the “Bank”), wals@ organized in 1989 to provide banking serviaeslosely-
held businesses and their owners, professionalsresidents in Johnson County, Kansas, a demogi@phic
attractive area within the Kansas City, Missoukansas Metropolitan Statistical Area (the “Kansaty G1SA”).
The focus of the Company has been to take advamthte anticipated growth in the market area ai agto
serve the needs of small and mid-sized commera@alolvers. These are customers we believe currertly
underserved as a result of banking consolidatidherindustry generally and within our market sfieaily.

We have experienced significant internal growttcsiour inception. As of December 31, 2010, we $iad
locations in Johnson County, Kansas, includingroaim office that includes a lobby banking centeroaerations
office in Overland Park, and full-service officeslieawood, Lenexa, Olathe and Shawnee, Kansas.B&hk also
operates a mortgage loan production office in Gtatks Missouri.

Our lending activities are focused on commerciainmercial real estate, construction, and residergial
estate lending. However, the Company strives ¢atifly, develop and maintain diversified lines ofsiness which
provide acceptable risk-adjusted returns. The Balsk provides home equity, lease financing, anagsgemer
lending.

We seek to develop lines of business which diveifr revenue sources, increase our non-interestrie and
offer additional value-added services to our cusiamWe develop these new or existing lines ofrimss while
monitoring related risk factors. In addition te$egenerated in conjunction with lending activities derive non-
interest income by providing mortgage originatie@rvices, deposit and cash management servicesstmeat
brokerage services and trust services.

In addition to the Bank, as of December 31, 2008, 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 amnelal property that comprise our headquarters, atioers
facility and the Leawood banking center. As of BMtaB1, 2009, the Company contributed 100% of thstanding
shares of Blue Valley Building Corp. to the 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 gri¢itno 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. Specifigalour trade area consists of Johnson County, &ans
Wyandotte County, KS and Jackson County, MO. WWbe that coupling our strategy of providing extepal
customer service and local decision making witlaative market demographics makes us competitivéhén
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 8.85% of counties nationally, and its periteajnpcome
ranks in the top 1.34% of counties nationally. nkaim County is also a significant banking markethia State of
Kansas and in the Kansas City MSA. According tailable industry data, as of June 30, 2010, toéglodits in
Johnson County, including those of banks, thriftsl &redit unions, were approximately $14.6 billiamhich
represented 24.31% of total deposits in the stal@nsas and 34.53% of total deposits in the Ka$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, constructdrour 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 conoednn
that facility. During 2003 we acquired an officeilding in Overland Park, Kansas approximately anie
northwest of our headquarters location. At thisateon, we consolidated our mortgage operationsk loperations,
and opened a banking facility. The banking faciitas subsequently closed and consolidated intonidie bank in
November 2008. During 2010, our mortgage operatimere consolidated into the main bank and theceffi
building is listed for lease or possible sale. Tlemexa, Kansas banking facility is approximatedyen miles
northwest of our headquarters location. The Lerdag#ity was opened in February 2007 when we aegliUnison
Bancorp, Inc., and its subsidiary, Western Natidahk. We made this acquisition to continue oysagrsion in
Johnson County and to establish our first presentiee Lenexa market.

Lending Activities

Overview Our principal loan categories include commercimdmmercial real estate, construction, and
residential real estate loans. We also offer &tyapf home equity, equipment financing and consufbans. Our
primary source of interest income is interest edroe our loan portfolio. As of December 31, 20&0r loans
represented approximately 68.10% of our total asset legal lending limit to any one borrower v#28.0 million,
and our largest single borrower as of that datechastanding loans of $13.8 million.

The ability of financial institutions, including ut originate loans has been substantially reddcedto current
economic conditions. However, we continue to lémklending opportunities within our community. Kataff has
significant experience in lending and has been essgfal in offering our products to both potentiataexisting
customers. We believe that we have been succdsstalise of our staff's attentiveness to our custsnfinancial
needs and the development of professional reldtipaswith our customers. We strive to become atesic
business partner, 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, alidinsecured loans in excess of $300,000. The&'Bavlicies
delegate lending authority up to these amountsnténternal loan discount committee comprised of Bank’s
President and two senior loan management officel®ur 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, 2010.



LOAN PORTFOLIO

As of December 31, 2010

Amount Percent
(In thousands)
(0] 1910 41T (o1 = I, $ 144,181 29.28%
Commercial real estate — 169,253 34.37
Construction .......ccceeeeveevieeeeeeinennn. 64,641 13.13
Home equity .........cooooeviiiiiiiiiiis 64,289 13.05
Residential real estate.............cceeeevicceeeeennnnnns 36,903 7.49
Lease finanCing.......cccccvveiieiiiiiiiiieieeee e, 5,530 1.12
CONSUMET ...t 7,657 1.56
Total loans and leases..........cccceeeeeerenene.. 492,454 100.00%
Less allowance for loan losses............ccuue... 14,731
Loans, net of allowance for loan losses............ $ 477,723

Commercial loans.As of December 31, 2010, approximately $144.2 anillior 29.28%, of our loan portfolio
represented commercial loans. The Bank has desel@pstrong reputation in providing and servicimgak
business and commercial loans. The commerciaffghiortis the result of the efforts of seasoned caroral
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 eeglagn manufacturing, service, retail, constructi@md
distribution with significant operations in our rkat areas. The Bank's commercial loans are gdgesatured by
accounts receivable, inventory, equipment, and esahte, and the Bank generally seeks to obtaisopat
guarantees for its commercial loans. The Bank mmdes its commercial loans on the basis of thedogers’ cash
flow and ability to service the debt, as well as #alue of any underlying collateral and the firahstrength of any
guarantors.

Approximately $6.1 million, or 4.25%, of our comrogl loans are Small Business Administration (SBA)
loans, of which $4.7 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& &Ry 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 $5.0 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 thedoaortization to maintain the value of any collateharing the term
of the loan.

Commercial real estate loan¥he Bank also makes loans to provide permanaanfing for retail and office
buildings, hotels and churches. As of December2®10, approximately $169.3 million, or 34.37%,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 documtisna Commercial real estate lending involves migsk than
residential real estate lending because loan batanty be greater, fewer alternative users foptbperty, and
repayment is dependent on the borrower’s operatiofMe attempt to mitigate these risks by carefalbgessing



property values, investigating the source of cémlv Bervicing the loan on the property and adhetingur lending
and underwriting policies and procedures.

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 officeldings. As of December 31, 2010, approximately.66illion,
or 13.13%, of our loan portfolio represented resthte construction loans. The builder and develtgan portfolio
has been a consistent component of our loan pirtéser our history. The Bank’s experience andutafion in
this area have grown, thereby enabling the Barfldas on relationships with a smaller number ofiéarbuilders.
Construction loans are made to qualified builderbuild houses to be sold following constructiore-pold houses
and model houses. These loans are generally uriterwbased on several factors, including the egpee and
current financial condition of the borrowing entigmount of the loan to appraised value, and géneralitions of
the housing market with respect to the subdivisind surrounding area, which the bank receives fxahird party
reporting entity. Construction loans are also madedividuals for whom houses are being conseudidty builders
with whom the Bank generally has an existing relahip. Such loans are made on the basis of theidoal’'s
financial condition, the loan to value ratio, theputation of the builder, and whether the individwdl be pre-
qualified for permanent financing.  During 2009dacontinuing in 2010, the Bank experienced a declm
construction loans originated, specifically in desitial real estate construction and land developnas a result of
the continued decline in the real estate industg/tae continued slow down in new housing consioact

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 theselriskasmong other
things, ensuring that the collateral value of thepgrty throughout the construction process dodsfaibbelow
acceptable levels, ensuring that funds disbursedn@hin parameters set by the original constructimdget, and
properly documenting each construction draw.

Home equity loansAs of December 31, 2010, our home equity loandedt&64.3 million, or 13.05%, of our
total loan portfolio. Home equity loans are geflgraecured by second liens on residential reahtest Home
equity loans are subject to the same risks as dtrars 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, employestability, 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, 2010, $36.9 million, or 7.49%, of owar@ortfolio
represented residential mortgage loans. The tefntBese loans typically include 3 to 7 year ballgmyments
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 originate residential mortgage ®avith the intention of selling these loans in gezondary
market. During 2010, we originated approximatel3%.9 million of residential mortgage loans, and sedd
approximately $136.5 million in the secondary mark&Ve originate conventional first mortgage loahsough
referrals from real estate brokers, builders, dgw@is, prior customers and media advertising, disase¢hrough our
internet website. We have offered customers tlilgyatm apply for mortgage loans and to pre-quafifr mortgage
loans over the Internet since 1999. In 2001, weaagled our internet mortgage application capacith the
acquisition of the internet domain name Internetfgage.com and expanded our mortgage division. ihhied of
this expansion allowed us to expand this divisiorairelatively low-rate environment and reap thaefites of a
significant increase in mortgage originations aefinancing experienced from 2001 through 2003. ¥hile
volume of mortgage originations and refinancing Haslined since 2004, we continue to take advantdgbe
national presence established in previous years arngdinate residential mortgage loans through our
InternetMortgage.com website. The origination ofmartgage loan from the date of initial applicatithmough
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 pt@loan closing.



Our mortgage loan credit review process is consistéth the standards set by traditional secondaayket
sources. The lender reviews the appraised vaheglitcreport, debt service ratios, and gathers dating the
underwriting process in accordance with variousslaand regulations governing real estate lendinganko
originated by the Bank are sold with servicing asked to maximize per loan profits while minimizithg risks and
costs associated with retaining servicing righfammitments are obtained from the purchasing ilvest a loan-
by-loan basis on a 30, 45 or 60-day delivery commaiit. Interest rates are generally committed ¢éobirrower
when a rate commitment is obtained from the invest@mans are funded by the Bank and purchasetidinvestor
within 30-45 days following closing pursuant to aoitments obtained from the Investor. We sell corniemal
FHA, VA, USDA conforming and jumbo loans that areagable to the Bank via the various secondary miark
investors for cash on a limited recourse basisoun recent experience, we have not been askedptoraiease
significant amounts of loans and we did not repasehany in 2010. Consequently, foreclosure losseall sold
loans are primarily the responsibility of the intarsand 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 strereytdl 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 requirertgnincluding the source and amount of down paymeémank
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, 2010, our lease portfolio totaled $5.9iom| or 1.12%,

of our total loan portfolio. We provide lease fireing for a variety of equipment and machineryjuding office
equipment, heavy equipment, telephone systemgotrémilers and computers. Lease terms are gdwndraim
three to five years. We have provided lease fimgnin the past and will continue to do so for auistomers.
However, we do not expect to pursue lease finanairigss the lessor maintains an ongoing relatignalith the
Bank through participation in other Bank productedhgs. As a result of a reduction in force inr deasing
department during 2008, we expect the lease piartfolcontinue to decrease over time. Our leasegeanerally
underwritten based on several factors, including olrerall credit worthiness, experience and curfarancial
condition of the lessee, the amount of the finagi¢incollateral value, and general conditions efittarket.

The primary risks related to our lease portfolie #ne value of the underlying collateral and spedaitsks
related to the business of each borrower. To addileese risks, we attempt to understand the lssioeeach
borrower, value the underlying collateral approjgfaand structure the loan amortization to ensla¢ the value of
the collateral exceeds the lease balance durintptheof the lease.

Consumer loansAs of December 31, 2010, our consumer loans wihfe7 million, or 1.56% of our total loan
portfolio. A substantial part of this amount catsd of installment loans to individuals in our keirarea.
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 asetindividuals and others. A portion of the Bankbnsumer
loan portfolio consists of indirect automobile Igavffered through automobile dealerships locatémaily in our
trade area. As of December 31, 2010, approxim&iB87,000, or 7.67%, of the Bank’s consumer loartf@io
represented indirect automobile loans. The Bahé&s made to individuals through this program galhe
represent loans to purchase new or late model altibes. The Bank’s consumer and other loans ademwritten
based on the borrower’s income, current debt, pistit history, collateral, and the reputation loé originating
dealership with respect to indirect automobile kan

Consumer loans are subject to the same risks a&s loténs to individuals, including the financialestgth and
employment stability of the borrower. In additimmme consumer loans are subject to the additiisiakhat the
loan is unsecured. For loans that are securedyrilerlying collateral may be rapidly depreciatangd may not
provide an adequate source of repayment if we egeired to repossess the collateral. The Banknate to
mitigate these risks by requiring a down paymert earefully verifying and documenting the borrovgecredit
quality, employment stability, monthly income, awith respect to indirect automobile loans, undemiag and
documenting the value of the collateral and theitaton of the originating dealership.



Investment Activities

The objectives of our investment policies are to:

» secure the safety of principal;

e provide adequate liquidity;

» provide securities for use in pledging for publiodis or repurchase agreements; and

e 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 arenfiézd by our investment policy, we currently da hold any in
our portfolio. In order to ensure the safety ahpipal, we do not invest in mortgage-backed sdiesror sub-prime
mortgages and we typically do not invest in corpodebt 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 rates or purchaser of these funds. The sale oériddfunds is
effectively a short-term loan from us to anothemlgavhile 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, coasketing opportunities and a low-cost sourceuoids. Since
2001, the Bank has realized deposit growth fromroengial checking accounts. While these accountealearn
interest, many of them receive an earnings credlitheir average balance to offset the cost of offmvices
provided by the Bank. During 2007, the Bank introed the performance checking product. This istdrearing
demand product has proven to be an attractive ptadwur market area as it pays a higher rate thast checking
accounts as long as the customer meets the rectsrof at least 12 signature based debit cardarcdions and at
least one direct deposit or ACH debit each statémgaalification cycle. The Bank realizes non-ietgrincome
from the signature based debit card transacticais then netted against the high rate paid to tistomer, results
in a very attractive cost of funds for the BanlkieTBank also offers a money market account whiehdaily access
account that bears a tiered rate of interest dogvalfor limited check-writing ability. We believieansaction and
money market accounts to be a stable source ofrfgridr the Bank and provide us with the potentiiatross-sell
additional services to these account holders.

Time deposits and savings accounts also providgasively stable customer base and source of fgndibue
to the nature and behavior of these deposit predusanagement reviews and analyzes our pricingegiran
comparison not only to competitor rates, but als@@mpared to other alternative funding sourcegetermine the
most advantageous source. In pricing deposit ratesagement also considers profitability, the imatg of term
lengths with assets, the attractiveness to cuswmraed rates offered by our competitors. The Bardkmember of
the Certificate of Deposit Account Registry Servit€DARS”) which effectively lets depositors receivederal
Deposit Insurance Corporation (FDIC) insurance mmoints of certificate of deposits larger than FDi€urance
coverage, which is currently $250,000. CDARS a#idhe Bank to break large deposits into smallerwargand
place them in a network of other CDARS banks taianshat full FDIC insurance coverage is gainedhenentire
deposit. The Bank’s Funds Management policy alléovsacceptance of brokered deposits, up to cegalicy
limits, which can be utilized to support the groweththe Bank. As of December 31, 2010, the Banit $45.9
million in brokered deposits, of which $29.0 mitlicepresented customer funds placed into the CDg@Gram.



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 2010, the amount of owg fiecome generated from investment brokerage swas
$415,000.

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 canyp 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, 2010, the Bank’s trust departmentiradiered 250
accounts, with assets under administration of apprately $125.7 million. Trust services provide tBank with a
source of fee income and additional deposits. 0002 the amount of our fee income from trust sewviwas
$447,000.

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, 2010 the Bank had the followegjstered trademarks:
Bank of Blue Valley
DEPOSIT I.T.
INTERNETMORTGAGE.COM
Employees
At December 31, 2010, the Bank had approximatey tb@al employees, with 167 full-time employeesheT

Company and its other subsidiaries do not haveeangloyees. None of the Bank’'s employees are suljea
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
2010, and their principal positions.

Name Age Positions
Directors
Robert D. Reghnier .........cccccuvvvvviiieeeacce.. 62 President, Chief Executive Officer and Chairrofthe Board

of Directors of Blue Valley Ban Corp.; Presidenhi€}
Executive Officer and Chairman of the Board of Ditgs of

the Bank
Donald H. Alexander...........cccccvvvvvvvvs e 12 Director of Blue Valley Ban Corp. and the Bank
Michael J. Brown............cccccvvvvvvivrmmmnnnnnns 54 Director of Blue Valley Ban Corp.
Robert D. Taylor......ccovvveeeeeeiiiiiiieeeeee, 63 Director of Blue Valley Ban Corp. and Chairmdrhe Audit

Committee of Blue Valley Ban Corp.

Additional Directors of the Bank

Harvey S. BOAKEr .......ccceevviiiiiieeiesisnns 15 Director of the Bank
Richard L. Bond ........ccoeovviiieiiiiiiieeeeenn, 75 Director of the Bank
Suzanne E. DotsSoN............ccceeeeeievvnn o 64 Director of the Bank
Charles H. Hunter......cccooeeeeeeieiiiiievceeeee. 68 Director of the Bank

Executive Officers who are not Directors

Mark A. FOrtino.........oocovevnnieeniiie e 44 Executive Vice President and Chief Financialéaff of the
Bank; Chief Financial Officer of Blue Valley Ban o

Bruce A. Easterly ..., 51 Executive Vice President — Chief Lending Offioéthe Bank

Bonnie M. McConnaughy........................ 51 Senior Vice President — Deposit Operations aBdsness

Solutions 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 pathf 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 wnwebsite 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

The Company and its subsidiaries are extensivejyla¢ed under both federal and state laws. Lawbs an
regulations to which the Company and the Bank atgest govern, among other things, the scope oimbss,
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, rotkholders. Any change in applicable laws or ratiohs may
have a material effect on the Company’s businedspaospects, and legislative and policy changes afiegt the
Company’s operations. The Company cannot pretietriature or the extent of the effects on its mssinand
earnings that fiscal or monetary policies, econonuatrols or new federal or state legislation mayehin the
future.



The following references to statutes and regulatiaffiecting the Company and the Bank are brief sari@s
only and do not purport to be complete and areifigalin their entirety by reference to the actsttutes and
regulations.

Applicable Legislation

The enactment of the legislation described belosvdféected the banking industry generally and hélize an
on-going effect on Blue Valley Ban Corp. and itbsidiaries.

Dodd-Frank Wall Street Reform and Consumer Protection Act. The Dodd-Frank Wall Street Reform and
Consumer Protection Act (the “Dodd-Frank Act”) wsigned into law on July 21, 2010. The Dodd-Frardt A
resulted in sweeping changes in the regulatiomnaintial institutions aimed at strengthening thensboperation of
the financial services sector. The Dodd-Frankgkotvides for the following, among other provisions:

» Establishes a new oversight regulator, the Fin&r&tiability Oversight Council, to monitor the finaal
system for systemic risk and to determine whiclitiestpose significant risk, as well as monitoraficial
regulatory proposals and standards.

« Centralize responsibility for consumer financiafection by creating a new agency, the Consumer
Financial Protection Bureau, with broad powers mdoece consumer protection laws and ensure that
markets for consumer financial products and sesvige fair, transparent and competitive.

* Amends Sarbanes-Oxley Act 404(b) to make permatientemporary exemption for smaller reporting
companies (filers with less than $75 million in ketrcap — Blue Valley Ban Corp. is a smaller reipgrt
company) to comply with the independent auditoesittion requirement on the company’s evaluation of
the effectiveness of internal controls over finahegporting.

» Changes the assessment base for FDIC insurancesass@s from the amount of total domestic deptsits
average consolidated total assets less averagiblaeguity (Tier 1 Capital) and sets a target $arethe
Deposit Insurance Fund.

e Permanently increases the FDIC deposit insurancelgmositor from $100,000 to $250,000 and provides
unlimited deposit coverage for non-interest bearingnsaction accounts at all insured depository
institutions until December 31, 2012.

» Repeals the federal prohibitions on the paymeimtefest on demand deposits, thus permitting démysi
institutions to pay interest on business transastand other accounts.

* Requires the Federal Reserve to issue rules to¢ timiamount of any debit card interchange fee dnat
issuer may receive or charge with respect to elawirdebit card transactions to be reasonable and
proportional to the cost incurred by the issuehwispect to the transaction. Cards issued byshaitk
less than $10 billion in assets are to be exengon fthis requirement, thus Blue Valley Ban Corp. lddue
exempt from this requirement.

* Implements corporate governance revisions for putdimpanies, including proxy access requiremenmts fo
stockholders and stockholder non-binding vote omcakive compensation and “golden parachute’
payments.

e Restricts the ability of banks to apply trust predd securities toward regulatory capital requiretae
However, Tier 1 Capital treatment for trust prederrsecurities issued before May 19, 2010 is
grandfathered for bank holding companies with lgem $15 billion in total assets. Blue Valley Ban
Corp.’s trust preferred issuances would be grahdfad under this provision.

» Mortgage reform and anti-predatory lending provisplaces new regulations on mortgage originators to
ensure a borrower’s ability to repay and imposes disclosure requirements and appraisal reforms.
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The specific impact of the Dodd-Frank Act on ourrent activities and our financial performance widipend
on the manner in which the relevant agencies devaldd implement required rules and the reactiomafket
participants to these regulatory developments. yMaovisions of the Dodd-Frank Act are subjectutemaking
and will take effect over several years, thus mgkindifficult to assess the overall financial ingbaon us, our
customers or the financial industry.

The American Recovery and Reinvestment Act of 2009. The American Recovery and Reinvestment Act of
2009 (the “ARRA") was signed into law on Februa®§, 2009. The ARRA includes a wide variety of pengs
intended to create jobs and promote investmentandumer spending during the recession. In additiee ARRA
imposes certain executive compensation and comesgienditure limits on all Troubled Asset Reliebdgtam (the
“TARP”) participants for the duration of the peritidat the U.S. Treasury Department holds any ecuitdebt
position in the company under the Capital Purctitdlaa Program. The ARRA requires the following:

e Bonus, incentive compensation, and retention paygmade to the Senior Executive Officers and the ne
20 most highly compensated employees are subjeotdovery or “clawback” by the Company if the
payments were based on materially inaccurate finhrstatements or any other materially inaccurate
performance metric criteria;

» Prohibits paying any “golden parachute” paymenang Senior Executive Officer or any of the nexefiv
most-highly compensated employees, generally mgaanily payment in the nature of compensation to (or
for the benefit of) an executive officer made imwection with an applicable severance from emplayme
other than compensation earned for services redagraccrued benefits;

» Prohibits paying or accruing any bonus, retentigrara or incentive compensation to the most highly
compensated employee, except for awards of long-testricted stock that have a value equal to no
greater than one-third of such executive’s annoatensation and do not fully vest during the retd
period; and

» Review of bonuses, retention awards, and other eosgtion paid to the Senior Executive Officers ted
next 20 most-highly compensated employees to datermhether any such payments were inconsistent
with the purposes of the TARP or otherwise aggn$tic interest.

The ARRA also sets forth additional corporate goaece obligations for TARP recipients. These &l
obligations include: (i) semi-annual meetings & @ompensation Committee of the Board of Direcfoosnprised
entirely of independent directors) to discuss avaluate employee compensation plans in light chssessment of
any risk posed from such compensation plans; (@mgany-wide policies regarding excessive or luxury
expenditures; (iii) non-binding stockholder saypay proposals to be included in proxy materialst @w) written
certifications by the chief executive officer antlief financial officer with respect to complianceithw the
compensation requirements of the ARRA. The ARRAeads the Emergency Economic Stabilization Act to
require a financial institution’s chief executivificer and chief financial officer to annually céytthat the financial
institution is in compliance with the compensatiequirements of the ARRA.

Emergency Economic Stabilization Act of 2008. The Emergency Economic Stabilization Act of 200&(t
“EESA”") was signed into law on October 3, 2008. isTlegislation was principally designed to allowethl.S.
Treasury Department (the “Treasury”) and other gowvent agencies to take action to restore liquiditgl stability
to the U.S. financial system. This legislationhmuized 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 $25®bito the TARP Capital Purchase Plan program {GReP”).
The CPP was designed to attract broad participdtjohealthy institutions, to stabilize the fina@gstem, and to
increase lending for the benefit of the U.S. ecopoms part of the CPP, the Treasury purchased aethtequity
securities from participating institutions. Quigd participants could sell an equity interesthe Treasury up to
3% of its risk-weighted assets. These equity umsemts constitute Tier 1 Capital for eligible itgions. The
Company’s Board of Directors approved the Compapsgisicipation in the program, and the Company rexaténto
a Securities Purchase Agreement — Standard TerrBeoember 5, 2008. Pursuant to the agreemen€dhgany
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issued and sold to the Treasury 21,750 sharesxefifRate Cumulative Perpetual Preferred Stockgalaith a ten
year warrant to purchase 111,083 shares of the @oyfgocommon stock, for a total cash price of $23Imillion.
Under the terms of the CPP, the Company is pradbitvithout the consent of the Treasury, from déujgor
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 repurchaseedmmiptions relating to certain equity securities grohibited
until all accrued and unpaid dividends are paidpoeferred stock, subject to certain limited excapdi For
additional information, see the liquidity and capitesources section under Managements Discusamiaalysis
of Financial Condition and Results of Operation.

As part of the EESA, the FDIC established the TerapoLiquidity Guarantee Program which was desigiwed
encourage confidence and liquidity in the bankiggtem. The program has two primary components Diblet
Guarantee Program and Transaction Account Guar&mtmagam. Eligible entities generally are partgifs unless
they exercise an opt-out right in a timely manner.

Under the Debt Guarantee Program, the FDIC guagdrtertain senior unsecured debt of eligible bathkits
and certain holding companies issued on or aftdplégc 14, 2008 through June 30, 2009. The debtagtee
coverage limit was generally 125% of an eligibletitgis eligible debt as of September 30, 2008, with
nonrefundable fee of 75 basis points (annualized)cbvered debt outstanding. The guarantee wagnaliy
effective through the earlier of the maturity dateon June 30, 2012. Under a four month extensfdahe program
approved May 2009, participating entities that é&kdebt on or before April 1, 2009 were permit@g@articipate in
the extended program without application to the®Rhd participating entities that had not issuethglebt before
April 1, 2009 could upon approval from the FDICs A result, all such participating entities werenpged to issue
FDIC-guaranteed debt until October 31, 2009, whiebuld be guaranteed through the earlier of mangator
conversion date, maturity date, or December 31,220The FDIC has also established a limited six-mon
emergency facility. Under this facility, participgg entities could apply to issue FDIC guarantsedior unsecured
debt during the period October 31, 2009 throughil/gty, 2010 to be guaranteed through December 3122 For
approved applicants, fees of at least 300 basistpaiould be assigned on case-by-case basis. dmpahy and
the Bank opted to not participate in the Debt Guigra Program.

The Transaction Account Guarantee Program providélscoverage of non-interest bearing transaction
accounts at participating insured depository ingtins, regardless of the dollar amount. The Taetisn Account
Guarantee Program originally was effective throl@gcember 31, 2009. This program was extended ghrou
December 31, 2010 if opted by the participatingitgnt Financial institutions participating in therdnsaction
Account Guarantee Program were assessed a fea tfat#s points (annualized) on the balance of eawviered
account in excess of $250,000 through Decembef@029 and fees of 15 to 25 basis points (annualinedihe
balance of each covered account in excess of $26QBough December 31, 2010 depending on thecagkgory
assigned to the institution. The Bank opted totiooe its participation in the Transaction Accoarantee
Program. As a result of the Dodd-Frank Act, uniédi deposit coverage for non-interest bearing ausowill be
provided at all insured depository institutionsritey January 1, 2011 until December 31, 2012.

USA PATRIOT Act. The Uniting and Strengthening America by Providiygpropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001 (thsSA PATRIOT Act”) was signed into law on October, 2001.
This legislation enhances the powers of domesivodaforcement organizations and makes numerous otfamges
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 privatkihg
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 oifhfbemation used to verify the person’s identiaynd consult lists
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of known or suspected terrorists and terrorist pizgtions provided to the financial institution lgpvernment
agencies. Every financial institution must estblnti-money laundering programs, including theettjoment of
internal policies and procedures, designation ocbmpliance 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 permissiliBvities of bank holding companies by permittifgemn to
engage in activities, or affiliate with entitiesatrengage in activities, that are "financial inumat" Activities that
the Gramm-Leach-Bliley Act expressly deems to Iparitial in nature include, among other things, stes and
insurance underwriting and agency, investment mamagt and merchant banking. The Federal Reservehand
U.S. Treasury Department, in cooperation with onetlaer, determine what additional activities anadhcial in
nature.” With certain exceptions, the Gramm-Leadilef3 Act similarly expands the authorized actigi of
subsidiaries of national banks. The provisionghef Gramm-Leach-Bliley Act authorizing the expangexivers
became effective March 11, 2000.

Bank holding companies that intend to engage iivities that are “financial in nature” must electtbecome
“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 applieaanking
regulations, and have a Community Reinvestmentradtatg of at least “a satisfactory record of megtommunity
credit needs.” Financial holding companies and bamky continue to engage in activities that ararifomal 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. The Company voluntarily terminated #$atus as a financial holding company in June 2898he
Company was no longer engaged in activities puisiaatme Bank Holding Company Act.

The Gramm-Leach-Bliley Act also calls for "functadrregulation” of financial services businessesvhich
functionally regulated subsidiaries of bank holdo@mpanies will continue to be regulated by theulatgr that
ordinarily has supervised their activities. As esult, state insurance regulators will continueotersee the
activities of insurance companies and agencies, thadSecurities and Exchange Commission will camino
regulate the activities of broker-dealers and ihwesit advisers, even where the companies or ageaeaffiliated
with a bank holding company. Federal Reserve aitjhto examine and adopt rules regarding functilgna
regulated subsidiaries is limited.

The Gramm-Leach-Bliley Act imposed an “affirmatieed continuing” obligation on all financial service
providers (not just banks and their affiliatess#deguard consumer privacy and requires federastate regulators,
including the Federal Reserve and the FDIC, tobdista standards to implement this privacy obligatioWith
certain exceptions, the Gramm-Leach-Bliley Act piite banks from disclosing to non-affiliated pagiany non-
public personal information about customers unieesank has provided the customer with certaiormétion and
the customer has had the opportunity to prohilgtitank from sharing the information with non-a#fiés. The new
privacy 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.
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Sarbanes-Oxley Act. The Sarbanes-Oxley Act, signed into law in 20d@ddresses issues related to corporate
governance of publicly traded companies. Sarb&hdsy Act requires, among other items, certificatiof the
quality of financial reporting by the Chief Exeai Officer and Chief Financial Officer, enhanced d@mely
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 finalaeporting.
Under the Dodd-Frank Act, the Company is nhow exefrqin the auditor’'s attestation on internal contoser
financial reporting. The Company anticipates awngid future expenditures in order to comply with grnovisions
of the Sarbanes-Oxley Act.

Bank Holding Company Regulation

The Company is a registered bank holding compahjestito periodic examination by the Federal Resemwd
required to file periodic reports of its operati@ml such additional information as the FederabER@smay require.

Investments and Activities. A bank holding company must obtain approval fittwn Federal Reserve before:

e Acquiring, directly or indirectly, ownership or dool of any voting shares of another bank or baoklihg
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 holdamgmpany.

The Federal Reserve will not approve any acquisitinerger or consolidation that would have a subistity
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 comparsise prohibited from:

e Acquiring or retaining direct or indirect ownerstop control of more than 5% of the voting sharesoy
company that is not a bank or bank holding compang;

» Engaging, directly or indirectly, in any businesisav than that of banking, managing and controlbagks or
furnishing services to banks and their subsidiaries

Bank holding companies may, however, engage imkesses found by the Federal Reserve to be “finkimcia
nature,” as described above. Finally, subjecteitain 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 Ban Corp. In generalgesgn or
company is presumed to have acquired controkiféuires 10% of the outstanding shares of a babkiok holding
company and is conclusively determined to have iaedicontrol if it acquires 25% or more of the datgling
shares of a bank or bank holding company.

Source of Strength. The Federal Reserve expects the Company to aatsasirce of financial strength and
support for the Bank and to take measures to presand protect the Bank in situations where aduftio
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
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 tesi itself of
any bank or non-bank subsidiary if the agency deiters that divestiture may aid the depository fngtn’s
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financial condition. As of December 31, 2010, BVEI&apital Trust Il and BVBC Capital Trust Il areeth
Company’s only active direct subsidiaries thatrasebanks.

Capital Requirements. The Federal Reserve uses capital adequacy queddli 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 guetetintablish a risk-based requirement expressagpasentage of
total risk-weighted assets and a leverage requinemepressed as a percentage of total averagesastbe risk-
based requirement consists of a minimum ratio t toapital to total risk-weighted assets of 8%wbich at least
one-half must be Tier 1 capital (which consistagpally 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 presentty lms¢he Federal Reserve are minimum requiremenis,
higher capital levels may be required if warranbgdthe particular circumstances or risk profilesimdividual
banking organizations. Further, any banking orzgion experiencing or anticipating significant gtb would be
expected to maintain capital ratios, including thhegcapital positions, which is Tier 1 capitaldesll 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 plesvithat a bank holding company experiencing egsnin
weaknesses should not pay cash dividends exceédimgt income or which could only be funded in wdkyat
weakened the bank holding company’s financial healtich as by borrowing. The Federal Reserve asegsses
enforcement powers over bank holding companiegtagid non-bank subsidiaries to prevent or remedipas that
represent unsafe or unsound practices or violatibrepplicable statutes and regulations. Amongdahgowers is
the ability to proscribe the payment of dividengslanks and bank holding companies. As a reswdhaigreement
with the Federal Reserve Bank and the Office of $itete Banking Commissioner of Kansas, prior reguja
approval is currently required prior to the paymefinany dividends by the Company or Bank.

Under the terms of the Capital Purchase Plan,ddosg as any preferred stock issued under the I€RRIns
outstanding, the Company is prohibited from denardr paying a common stock dividend in an amougstigr
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 atkcrued and
unpaid dividends are paid on preferred stock, suilife certain limited exceptions. At the requelsthe Federal
Reserve Bank of Kansas City, the Company notifred reasury of its intention to defer the quart@dyment on
the preferred shares due to the Treasury since 1a2009. Failure to pay the Preferred Share dividis not an
event of default. However, a failure to pay a ltatasix Preferred Share dividends, whether or cartsecutive,
gives the holders of the Preferred Shares the ta@btect two directors to the Company’s Board aEBtors. That
right would continue until the Company pays allidends in arrears. The dividend payment due Augas010
was the sixth dividend payment deferred by the Camgp At this time, the Treasury has not electatirector to
serve on the Company’s Board of Directors; howetlegy have assigned an observer to attend the Guorigpa
board meetings. The Company has accrued $2.0omiftr the dividends and has every intention tadprihe
obligation current as soon as permitted. For #&uftht information, see the liquidity and capitatoarces section
under Management'’s Discussion and Analysis of RKirsCondition and Results of Operation.

Bank Regulations

The Bank operates under a Kansas state bank chadés 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 #@ss of the Bank, including the issuance of cdpitates or
debentures and the holding of real estate and pairpooperty, and requires the Bank to maintaierain ratio of
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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 the Company and the Bamtlered into a written agreement with the FedeealdRve
Bank of Kansas City as of November 4, 2009. Thireement was a result of an examination that wagptaied by
the regulators in May 2009, and relates primanlyhie Bank’s asset quality. Under the terms ofafpeeement, the
Company and the Bank agreed, among other thingsulianit an enhanced written plan to strengthenitcris
management practices and improve the Bank’s pasiio past due loans, classified loans, and otledrestate
owned; review and revise its allowance for loan age loss methodology and maintain an adequateaaice for
loan loss; maintain sufficient capital at the Compand Bank level; and improve the Bank’s earniagd overall
condition. The Company and Bank have also agreédonincrease or guarantee any debt, purchasedeem any
shares of stock, or declare or pay any dividendkout prior written approval from the Federal RgseBank. The
Company and the Bank has complied with all ternthefwritten agreement.

Deposit Insurance. The FDIC, through its Deposit Insurance Fundyies the Bank’s deposit accounts up to
the applicable limits of the FDIC. The 2010 Doduuik Wall Street Reform and Consumer Protection Act
permanently raises the current standard maximurosiemsurance amount to $250,000. The FDIC bdsessit
insurance premiums on each FDIC-insured institubiased on the perceived risk each bank preseiits Beposit
Insurance Fund. Each institution is assigned te ohthe four risk categories based on its capgapervisory
ratings and other factors. Under the FDIC’s rislsdd assessment rules effective April 1, 2009 sassent rates
range from 7 to 24 basis points for Risk Category7lto 43 basis points for Risk Category Il, 258basis points
for Risk Category Ill, and 40 to 77.5 basis pofiotsRisk Category IV. The FDIC adopted the finaleron May 22,
2009 to impose a special assessment to rebuilBépesit Insurance Fund and help maintain the puadididence
in the banking system. The FDIC imposed a fiveisbpsint special assessment on each FDIC-insurpdsitery
institution’s assets less its Tier | capital asJahe 30, 2009 (not to exceed 10 basis points ofirstitution’s
assessment base for second quarter 2009), whichollasted on September 30, 2009. The Bank patd $®0 for
this special assessment as of June 30, 2009.

In October 2010, the FDIC adopted a new depositrarece fund restoration plan to ensure the fundhes
1.35% by September 30, 2020, as required by thedfbodnk Act. Under the new restoration plan, tBe#Cwill
forgo the uniform three-basis point increase itiahassessment rates scheduled to take placenvardal, 2011.
At least semi-annually, the FDIC will update its$oand income projections for the deposit insurdncd, and, if
needed, will increase or decrease assessment faliesying notice-and commend rulemaking if reqdire In
February 2011, the initial assessment rates aladtiy the assessment base were adjusted effectiviéd Bp2011.
This change effectively lowered the assessmentaaiges for each risk category.

In addition to deposit insurance premiums, indthng also pay an assessment based on insured wefmsi
service debt issued by the Financing Corporatid@(Fassessment), a federal agency establisheshdode the
recapitalization of the former Federal Savings hodn Insurance Corporation. For the fourth quastdiscal year
2010, the annual rate for this assessment was HaB# points for each $100 in domestic depositdCOF
assessment rate is adjusted quarterly to reflentgds in the assessment bases of the fund andtéhadjusted to
1.02 basis points for the first quarter 2011. FB#C may terminate the deposit insurance of anyried depository
institution if the FDIC determines, after a hearitigat the institution has engaged or is engagmgrisafe or
unsound practices, is in an unsafe or unsound tiondb continue operations or has violated anyliapble law,
regulation, order, or any condition imposed in ingtby, or written agreement with, the FDIC. THRIE may also
suspend deposit insurance temporarily during tteihg process for a permanent termination of insteaf the
institution has no tangible capital. Managemenhds aware of any activity or condition that coulekult in
termination of the deposit insurance of the Bank.
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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 (Zlabéased 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 highpita levels may be required if warranted by tlaetipular
circumstances or risk profiles of individual ingtibns.

Tier 1 capital generally consists of equity capaald non cumulative perpetual preferred stock, siefli for
such items as net unrealized gains (losses) orlabiaifor-sale securities, disallowed deferred #ssets and
disallowed servicing assets. Total risk-basedtahponsists of Tier 1 capital (as defined above} pllowance and
loan losses up to a maximum of 1.25% of risk-wadghtaissets 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 whetteeinstitution
in question is “well capitalized,” “adequately celized,” “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 measurethalgh the Company is subject to a written agreéntlea
written agreement does not contain any prompt ctives action directives to meet and maintain a gigec
capital level for any capital measure.

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

» “Undercapitalized” if the institution has a totédk-based capital ratio that is less than 8%, a Tiesk-
based capital ratio that is less than 4%, or arémeeratio 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%.

» “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 restrictionsativities, including the establishment of new lofzes;

* Requiring the institution to issue additional cap#tock (including additional voting stock) orlie acquired,;
» 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.
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Companies controlling an undercapitalized institatare also required to guarantee the subsidiatitution’s
compliance with the capital restoration plan subjean 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 FeldDeposit Insurance Act generally requires thpoamtment of a
conservator or receiver within 90 days after atitution becomes critically undercapitalized.

As of December 31, 2010, the Bank had capital oess 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 paia framework for early risk identification in &incial
management through an effective system of intezoatrols. Annual reporting requirements under HBI@re as
follows: (1) Annual audited financial statement®) Management report stating management’s respitibsifor
preparing the institution’s annual financial stages, 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 lsdaws 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 extensiminsredit to executive officers, directors,
principal stockholders or any related interesthelse 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 atiidgivorable 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 rlieggithat, 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, consistenttivdttsafe and sound operation of those banks. Theg®s are
also considered in evaluating mergers, acquisitaomg applications to open a branch or facility. itthmost recent
CRA examination dated July 26, 2010, the Bank wetka rating 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, respectivehjless 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 extensioinsredit to the
Company and on investments in the Company’s seurdnd using those securities as collateral fando These
regulations and restrictions may limit the Comparability to obtain funds from the Bank for its ka®eeds, including
funds for acquisitions and for payment of dividenaiderest and operating expenses. Further, thek B#olding
Company Act and Federal Reserve regulations prohibank holding company and its subsidiaries femmgaging 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 accanr®811, the first $10.7 million, unchanged framslevel in 2010, is
exempt from reserve requirements. A three percezsdrve ratio will be assessed on net transactoouats over
$10.7 million up to and including $58.8 million, épm $55.2 million in 2010. A ten percent resergto is assessed
on net transaction accounts in excess of $58.8omi(subject to adjustment by the Federal ReserJdje balances
maintained to meet the reserve requirements impbsethe Federal Reserve may be used to satisfydifgu
requirements.
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Other Regulations

Interest and various other charges collected otraoted for by the Bank are subject to state utams and
other federal laws concerning interest rates. Baek's loan operations are also subject to fedams$ 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 dha 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 todireeporting agencies. This act also requirearfoial
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
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 défsoto and withdrawals from the use of ATMs andeoth
electronic banking services.

ltem 1A: Risk Factors

An investment in securities issued by the Compargubject to risks inherent to our business. Eefoaking
an investment decision, you should carefully comsitie risks and uncertainties described belowthegewith all
the other information included or incorporated bference. The risks and uncertainties describkmhbare not the
only risks that may have a material adverse efiadhe Company and they are not necessarily predémiorder of
significance. Additional risks and uncertaintiesilcl also adversely affect its business and fir@neisults. If any
one or a combination of these risks occurs, ouliness, financial condition or results of operatiamuild be
adversely affected and the market price of the Gomis stock could decline. Further, to the extéat any of the
information contained in this Annual Report on FatfK constitutes forward-looking statements, tis& factors
set forth below also are cautionary statementstiiyerg important factors that could cause the Camgs actual
results to differ from those expressed in any fodaaoking statements.

Difficult market conditions have adversely affectieel Company’s industry and may continue to affeeztindustry.

We are particularly exposed to downturns in the. Weal estate market. Dramatic declines over the eo
years in the housing market, with falling home esic increasing foreclosures, unemployment and wnder
employment, have negatively impacted the creditoperance of real estate loans and resulted in feiginit write-
downs of asset values by financial institutiongluding government-sponsored entities, major corsirakrand
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, asesult 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 het 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 through 2010, the new hoea estate market in our geographic market arelinddc
Our loan portfolio has a concentration in real &stonstruction, land development loans, and corialereal
estate loans, most of which are located in our ptaatkea. We have a heightened exposure to cosde$ that may
arise from this concentration as a result of therdarn in the real estate market and general ecgnohs a result,
our non-performing assets and allowance for loasde remained high during 2009 and 2010. If threent
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economic environment continues for a prolongedaggeof time or deteriorates further, collateral \eumay further
decline and may result in increased credit losséisase loans and additional loan foreclosures.

Current levels of market volatility.

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

Our future ability to raise capital may be limited.

Our ability to raise capital in the current econorand regulatory environment may be limited. Dgrfiscal
year 2008, we completed a rights offering in whved 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 tigipated in the
U.S. Treasury’s CPP program. Through that programasury purchased 21,750 shares of the Comp&inesl
Rate Cumulative Perpetual Preferred Stock, SeriesTAis raised $21.75 million in additional capitabhould it
become necessary to raise capital, opportunitie® teo will not be as readily identifiable, andlikely be on less
favorable terms than those available in 2008.

The Company and the Bank are subject to extensiwvergmental regulation.

The Company and the Bank are subject to extensivergmental regulation. The Company, as a bankirgpld
company, is regulated primarily by the Federal Res@ank. The Bank is a commercial bank chartdrgdhe
State of Kansas and regulated by the Federal Resttiey Federal Deposit Insurance Corporation, hadXffice of
the State Banking Commissioner of Kansas (OSBM)esg& federal and state bank regulators have tligy ato
place significant regulatory and operational resns upon the Company and the Bank. Any suctricéens
imposed by federal and state bank regulators catikett the profitability of the Company and the BanThe
Company and the Bank entered into a written agreernmeNovember 2009 with the Federal Reserve Bahk o
Kansas City. This agreement was a result of amaxaion that was completed by the regulators iry @09, and
relates primarily to asset quality. Under the t®roh the agreement, the Company and the Bank agesedng
other things, to submit an enhanced written plasttengthen credit risk management practice andawgpthe
Bank’s position on past due loans, classified lpansl other real estate owned; review and revssallibwance for
loan and lease loss methodology and maintain aguade allowance for loan loss; maintain sufficieapital at 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 pefithase or redeem any shares or stock, or demtgpay any
dividends without prior written approval from theederal Reserve Bank. The Company and the Bank have
complied with all terms of the written agreemelitthe Company and Bank are not able to continueotaply with
the agreement, they could be subject to furtheuledgry enforcement action.

If we are unable to pay our Preferred Shares dinitiethe 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 DirectofBhat right
would continue until the Company pays all dividenmdsarrears. The Company has deferred quartedyeRed
Share dividends since May 15, 2009. The divideagngent due on August 15, 2010 was the sixth didden
payment deferred by the Company. At this time, Timeasury has not elected any directors to servehen
Company’s board; however, they have assigned aeredrsto attend the Company’s board meetings. The
Company has accrued for these dividends and hag iNention to bring the obligation current as 8@s possible.
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Our operations may be adversely affected if weuarable to maintain and increase our deposit basg# 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 dispienpart 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 thifference between the rates we receive on laadsnvestments
and the rates we pay for deposits and other sowfcksds. Our net interest spread will dependr@any factors
that are partly or entirely outside our controlgliding competition, federal monetary and fiscaligyes, 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.

Because our business is concentrated in the KaB#8gdMSA, a downturn in the economy of the Kansas lISA
may adversely affect our business.

Our success is dependent to a significant exteo tipe general economic conditions in the Kansags I @EA,
including Johnson County, Kansas, and, in partictiee conditions for the small and medium-sizedifesses that
are the focus of our customer base. Further adwvelianges 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 djreacurred
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 andcasdise in residential real estate values withinmarket areas
have effected and may continue to affect our firmondition.

Non-performing assets and our provision for loassés and other real estate owned have increasedeaslt
of the downturn in economic conditions in the restiate market, continued slow down in home satesgdacline in
median home prices and newly constructed home® hblising industry in the Midwest experienced aram
during the last quarter of 2007 and continuing D1@ 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-resicdgmeal
estate market, our results of operations will cargi 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 maktgetn. This risk is inherent in the banking busiekike
all financial institutions, the Company maintainsalowance for loan losses to absorb probable losses in our
loan portfolio. The level of the allowance refechanagement’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 arrseleffect on our financial condition and resulftoperations.
The loan loss provision related to loans securedday estate has increased. This increase is udt refsthe
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continued industry wide decline in the real estateket 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 whibtle 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 enuiental
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 acquiredutitrdoreclosure or otherwise, we may be requirecetoove
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.

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 paat few key employees who have primary responsibfbr
maintaining personal relationships with our largasitomers. The unexpected loss of services ofoomaore of
these key employees could have a material advdfset ®n our operations. Our key employees are Robe
Regnier, Mark A. Fortino, Bruce A. Easterly, andnaze 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, the Company has change in control agretsmenplace with Mr. Fortino, Mr. Easterly and Ms.
McConnaughy. If their employment were terminateld, Fortino, Mr. Easterly, and Ms. McConnaughy weall
lose unvested shares of Blue Valley Ban Corp. iéstt stock awarded over the past three years bhsvamounts
awarded in their Long-Term Retention Bonus Pod. Regnier would lose unvested shares of Blue&yaBan
Corp. restricted stock awarded in 2009 and 201@ealkas amounts awarded in his Long-Term RetenBonus
Pool. We carry a $1 million “key person” life imsmce policy on the life 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 markeg¢peceshan we do. Some of our competitors areetpilated as
extensively as we are and, therefore, may havetegrdkexibility in competing for business. Some thlese
competitors are subject to similar regulation bawénthe advantages of established customer bagésy ttending
limits, extensive branch networks, numerous ATM=g] eore ability to absorb the costs of maintairtechnology
or other factors.

Continued losses could erode our capital levels.

Our capital level at December 31, 2010 was aboee“tell capitalized” level under regulatory defioibs.
However, continued losses could cause our cagtall lto fall to a level that is below the “well ¢ehized” level
under regulatory definitions. Failure to maintaiell capitalized status could result in adverseul&igry actions
against us, as well as jeopardize our ability tquére 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, sicgifi write-downs of assets, or other operatingel®ssould
decrease our capital levels further.

22



Confidential customer information transmitted thgbuthe Bank’s online banking service is vulnerableecurity
breaches and computer viruses, which could exgws8ank 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 benarbble 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 adgisitor the
activities of its clients involve the storage amensmission of confidential information, securityelches and
viruses could expose the Bank to claims, litigattonl 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 todaekss 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@gritised by financial institutions and their hotdoompanies. The
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 lendarghe benefit of
the U.S. economy. As part of the Capital PurcHalse, the U.S. Treasury purchased debt and egedyrities
from participating institutions. The Company beeamparticipant in the Capital Purchase ProgramMeoember
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 ia@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.

The recent repeal of federal prohibitions on payhwrinterest on demand deposits could increaseimterest
expense.

The federal prohibitions on the ability of finardiastitutions to pay interest on demand deposibaats were
repealed as part of the Dodd-Frank Act. As a teddginning on July 21, 2011, financial instituiso can
commence offering interest on demand deposits ffeasitransaction and other accounts) to competugtomers.
We do not know what interest rates other instingionay offer. Our interest expense could increamskour net
interest margin could decrease if we have to dffgh rates of interest than we currently offer dneo products to
attract additional customers or maintain our curceistomers.

Our business could be adversely affected by unéleractions from rating agencies.

Ratings assigned by bank rating agencies to thep@oynand its subsidiaries may impact the decisibn o
certain customers, in particular, institutions tolilisiness with us. A rating downgrade or a negatiting could
adversely affect our deposits and our businestar&hips.

Our business could be adversely affected by rdegigiation.

On July 21, 2010 The Dodd-Frank Wall Street Ref@amnd Consumer Protection Act was signed into law.

Some of the provisions may have consequences maaimg our expenses, decreasing our revenueghamding
the activities in which we choose to engage. Tgexiic impact of the Dodd-Frank Act on our currewctivities
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and our financial performance will depend on thennea in which relevant agencies develop and impidniee
required rules.

We are subject to various legal claims and litigati

We are periodically involved in routine litigatiagmcidental to our business. Regardless of whdtfesge claims
and legal actions are founded or unfounded, if daghl actions are not resolved in a manner faverabus, they
may result in significant financial liability and/adversely affect the Company’s reputation. Amgarcial liability
or reputational damage could have a material advienpact on our business, financial condition aesuits of
operations. Even if these claims and legal act@m®ot result in a financial liability, defendinigese claims and
actions result in increased legal and professi@aaices costs, which adds to our non-interest resgpeand
negatively impacts our operating results.

ltem 1B: Unresolved Staff Comments

No items are reportable.

ltem 2: Properties

The Bank currently operates five full service bagkcenters, which includes our principal officedted at 11935
Riley in Overland Park, Kansas, and operates amatipas center location and rents space in Gladstblissouri

for one loan production office. In January 200% Company placed the 7900 College Boulevard locaip for

lease or possible sale. The portions of these ipessmot occupied by the Bank are leased to thartigs. The
following table sets forth the locations of the kiaig and operations centers, dates opened, morigdgbtedness,
and occupancy:

Mortgage Indebtedness

Location Year as of December 31, Occupancy
Occupied 2010
Overland Park Banking Center
11935 Riley
Overland Park, Kansas * 1994 None 100%

Olathe Banking Center
1235 E. Santa Fe

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

7900 College Boulevard

Overland Park, Kansas * 2003 None 100%

Leawood Banking Center

13401 Mission Road 66%,

Leawood, Kansas * Four subleases occupy the
2004 None remaining 34%

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

* The building is owned by Blue Valley Building Gar
** The building is owned by the Bank.
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Item  3: Legal Proceedings

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

Item 4: (Removed and Reserved)
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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, 201ere
were approximately 422 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 2009 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 arredactions.

2010 2009
Fiscal Quarte High Low High Low
First $ 1025 $ 850 $ 250C $ 1005
Secon 9.75 7.00 12.00 7.50
Third 9.40 6.50 10.50 7.45
Fourtt 8.00 5.5C 10.50 9.30

Dividends
The Company did not declare a common stock divider&08, 2009 or 2010.

The Company’s consolidated net income consist&largf the operations 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 daaferAs a
result of an agreement with the Federal Reservek Bom more information see Regulatory Matters gectn
Management’s Discussion and Analysis of Financiaindition and Results of Operations), prior reguiato
approval is currently required prior to the paymehtany dividends by the Company or the Bank. Atftet
agreement is terminated, our Board of Directordciuates 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 agremmhis 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. The Company did not pay a caskiddind to our common stockholders in the fiscal yearded
2008, 2009 or 2010, and we do not know when webilable to resume 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,
2010, 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, 2010, haen lnerived

from our audited consolidated financial statements.

As of and for the

Year Ended December 31,

Selected Statement of Income Data
Interest and dividend income:
Interest and fees 0N 10aNns............c.vvveeeecmeveeeeeciiiiee e $
Federal funds sold and other short-term investment.
Available-for-sale securities ............ .
Dividends on Federal Home Loan Bank and Federadaﬁe
Bank StOCK.........coooiiiiiiiiiiieieeee et emmere e aeeees

Total interest and dividend income ........ccceeeeeeeievvnnn.

Interest expense:
Interest-bearing demand deposits .. e e
Savings and money market deposit accounts ...................
Other time depositS ........cceerveieiiiiereenee e
Funds borrowed ............

Total INterest eXPENSE ........covivviieeimeeee s

Net interest INCOME........ccoviiieeeiiieee e
Provision for 10an l0SSES ........cevvviieiiieiiiiiicccieeeeees

Net interest income (loss) after provision for
108N [OSSES ...

Non-interest income:
Loans held for sale fee INCOME..........oovcccccrieeeeeeennnennn,
Service fees
Realized gains on available-for-sale secunues .....
Gain on settlement of litigation... temeet e e
Other iNCOME ...vviiiiiiiiiiiiiee e e

Total non-interest INCOME ........ccceeevvvivvveeeeeiiie e,

Non-interest expense:
Salaries and employee benefits ..o erimreeenieennn
Net occupancy expense
Goodwill impairment..........
Other operating EXPENSE ........cocvevriieeremciire e

Total non-interest eXPeNSe..........oocuvvieeereeeeiieeeeesiineen.

Income (loss) before income taxes
Provision (benefit) for income taxes........ccceecvvvvreeennn..

Net iNCOME (I0SS)....cciuviieiiiieiiiie e $

Per Share Data

BasiC €arNiNgS .......cccecviuiieiiie et ceeeeeiee e ee e $

Diluted earnings ...
Dividends
Book value basic (at end of period) ..

Weighted average common shares outstandlng

Dividend payout ratio
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2010 2009 2008 2007 2006
(In thousands, except share and per share data)

28,011 $ 3399 $ 41,245 $ 47,194 $ 44,537
245 144 378 557 256
1,825 1,943 3,375 4,466 4,039
222 211 265 323 317
30,303 36,294 45,263 52,540 49,149
2,343 2,589 1,394 656 97
438 490 2,402 6,362 4,356
7,746 10,742 12,139 13,134 11,254
3,836 4,166 5,756 5,430 5,255
14,363 17,987 21,691 25,582 20,962
15,940 18,307 23,572 26,958 28,187
3,095 21,635 17,025 2,855 1,255
12,845 (3,328) 6,547 24,103 26,932
3,506 2,785 2,136 3,160 5,046
3,083 3,250 3,299 2,830 2,491
885 346 702 105 -
- — 1,000 - —
1,145 1,664 1,010 782 1,027
8,619 8,045 8,147 6,877 8,564
11,753 12,272 12,500 13,570 14,737
2,756 2,811 3,144 3,200 3,059
- - 4,821 - -
11,258 12,758 8,304 7,447 6,578
25,767 27,841 28,769 24,217 24,374
(4,303) (23,124) (14,075) 6,763 11,122
(1,561) (8,514) (3,824) 2,275 4,199
(2,742) $ (14,610) $ (10,251) $ 4488 $ 6,923
(1.38) % (5.68) $ (4.20) $ 186 $ 2.93
(1.38) (5.68) (4.20) 1.84 2.88
0.00 0.00 0.00 0.36 0.30
12.66 14.09 19.97 24.34 22.45
2,773,039 2,754,419 2,438,809 2,410,621 2,365,932
2,788,154 2,762,603 2,460,045 2,438,203 2,407,802
0.00% 0.00% 0.00% 19.35 % 10.23
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As of and for the
Year Ended December 31,
2010 2009 2008 2007 2006
(In thousands)

Selected Financial Condition Data
(at end of period):

Total available-for-sale SECUritieS. .........ccceeveerireiameeieeieeeen $ 63640 $ 72,757 $ 68,681 $ 76,653 $ 87,009
Total mortgage loans held for sale ... 8,162 8,752 8,157 10,978 21,805
Total [0ans........ccoveveeniiriciii e . 492,454 554,111 662,401 596,646 528,515
Total assets....... . 723,101 773,967 815,700 736,213 692,219
Total deposits........ 541,218 590,110 600,868 536,370 535,864
Funds borrowed ............ 118,505 118,208 135,129 134,942 96,577
Total stockholders’ equity.............. . 57,164 60,603 76,439 58,934 53,820
Trust assets under administration ...........cceceeeevvimeecveeeenn. 125,702 105,071 112,688 104,167 104,445
Selected Financial Ratios and Other Data:
Performance Ratios:
Net interest margin (1).......c..eeeeiiiimicmmmmeee e 2.23% 2.43% 3.20% 3.92% 4.35%
Non-interest income to average assets.. 1.09 0.99 1.04 0.95 1.24
Non-interest expense to average assets......ccceecevvveennns 3.26 3.42 3.67 3.34 3.54
Net overhead ratio (2).........eveeeriiiiiieeiemiiee e 2.14 2.40 2.59 2.35 2.25
Efficiency ratio (3) . 104.92 105.65 90.70 71.57 66.32
Return on average assets (4).....ccccoeevvcieeeeeniiiinnneannns (0.35) (2.79) (1.31) 0.62 1.00
Return on average equity (5) .....eveeviuvemmmmmmmeireeeee e (10.25) (33.07) (17.53) 7.88 13.81
Asset Quality Ratios:
Non-performing loans to total loans ..........cccccceeeeieee. 6.16% 6.30% 6.54% 4.22% 1.31%
Allowance for possible loan losses to:
Total [08NS......cciiiiiiiee e 2.99 3.61 1.87 151 1.16
Non-performing 10ans ............ccooviiiiimeee e 48.53 57.33 28.54 35.65 88.16
Net charge-offs to average total loans. . 1.61 2.30 2.16 0.06 0.35
Non-performing loans to total assets ........cccceeervveennne. 4.20 451 5.31 3.42 1.00
Balance Sheet Ratios:
L0@NS t0 dePOSILS........c.cocvieiiereerimmrme e 90.99% 93.90% 110.24% 111.24% 98.63%
Average interest-earning assets to average
interest-bearing liabilities .............cccccceeiiiiiiiiiniis 113.18 115.08 116.25 118.92 120.31
Capital Ratios:
Total equity to total aSSetS .........ccuvvvieeeccmriiiieeee e, 7.91% 7.83% 9.37% 8.01% 7.77%
Total capital to risk-weighted assets ratio... . 12.66 12.54 13.82 11.53 12.47
Tier 1 capital to risk-weighted assets ratia. 11.39 11.26 12.57 10.28 11.33
Tier 1 capital to average assets ratio....... 9.04 9.07 11.50 9.86 10.29
Average equity to average assets ratio 7.48 8.47 7.66 7.85 7.27

(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 statementsictvfare 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 urfeable actions
from rating agencies; potential unfavorable resoftktigation to which the Company may become &yeand the
possible dilutive effect of potential acquisitiomsexpansions. These risks and uncertainties dhmitonsidered in
evaluating forward-looking statements and unduameé should not be placed on such statementsop&iate in a
very competitive and rapidly changing environmeRew risks emerge from time to time, and it is possible for
us to predict all risk factors. Nor can we additbssimpact of all factors on our business or tktergt to which any
factor, or combination of factors, may cause acteslilts to differ materially from those contairiacany forward-
looking statements.

Critical Accounting Policies

Please refer to Note 1 of our consolidated findrstEements where we present a listing and digmuss our
most significant accounting policies. After a wwi 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 pslici&ccounting for these critical areas requirelsjexttive and
complex judgments that could be subject to revisismew information becomes available.

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 fibgmit revision as
more information becomes available. The adequétlyenallowance for loan losses is analyzed monitalged on
internal loan reviews and qualitative measuremehtsur loan portfolio. Management assesses thquadsy of the
allowance for loan losses based upon a numberctdriaincluding, 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 andtity;

» appraisals of the value of collateral; and

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

portfolio.

29



The Bank computes its allowance for loan losseadsygning specific reserves to impaired loans, plgeneral
reserve based on loss factors applied to the fetftecoloan portfolio. The specific reserve on iinpd loans is
computed as the amount of the loan in excess opitesent value of the estimated future cash floissodinted at
the loan’s effective interest rate, or based onldhe’s observable market value or the fair valtithe collateral if
the loan is collateral dependent. The general veséoss factors are determined based on such itsns
management's evaluation of risk in the portfolm;al economic conditions, and historical loss egree. The
Bank has further refined its risk grading systentdbyeloping associated reserve factors for eaklgrade.

As discussed in Notes 1 and 12 of the consolidétedhcial statements, the Company accounts fornreco
taxes in accordance with income tax accountingajgd (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 rexenueferred 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 effeaftghe differences between the book and tax batessets 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 mhaot 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

While the Company continued to face challengesndu?i010, it was able to show improvement in mamasr
of operation. The Company improved its net resfdts2010 by 81.23%, with a net loss of $2.7 millias
compared to 2009's net loss of $14.6 million. T®empany has experienced improvements in assettyuali
specifically with non-performing loans. The Compannon performing loans have declined 12.99% fr2009
and loans past due greater than 30 days have deédibd.5 million, an improvement of 90.87%, as nganaent
has aggressively managed defaults within the |laatiglio. Non-interest expense has declined 7.4&%h 2009 as
a result of lower expenses related to foreclosedtaseld for sale. The Company continues to elgtimarket and
manage these properties and continues to work daceethe balance of foreclosed assets held for sdlee
Company has also experienced an increase in neregitincome for 2010 as compared by 2009 by 7.48%
result of increased mortgage loans held for sadeirieome, increased debit card interchange incameyell as
gains realized on sale of available for sale séeari While the Company has experienced a dealimet interest
income by 12.93% for 2010 as compared to 2009, néteinterest income recorded in each quarter 0f0201
increased. The Company continues to keep theoddahds low and works to improve asset quality andinate
new loans.

The Company experienced a net loss for 2010 of B@llibn, an $11.9 million or 81.23%, improvementiin
the $14.6 million net loss in 2009. Loss per sharea diluted basis was $1.38 for the year endezkidber 31,
2010, an improvement of 75.70% compared to dillded per share of $5.68 for the previous year. Chmpany’s
returns on average assets and average stockhoddprisy for 2010 were negative 0.35% and negat®£23%
compared to negative 1.79% and negative 33.07%ecsgely, for 2009.

Net interest income for 2010 was $15.9 million cangal to $18.3 million earned during 2009. The ease of
$2.4 million, or 12.93%, was a result of a changasset mix, specifically higher average federatlfusold and
other short-term investment balances with lowetdgie Lower average outstanding loan balances @stributed
to the decline in interest income. Average outditagn loan balances for the year ended DecembeR@10, as
compared to the prior year, declined $90.1 million,14.81%, as a result of several large loan gayddan
foreclosures of $10.4 million, and lower loan onigfion volume as a result of the current economigrenment.
The decline in interest income was partly offsetltwyer interest expense. Interest expense hasnddc$3.6
million, or 20.15%, from the prior year. The deeliin interest expense was a result of a decreasdds paid on
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deposits. As market rates have declined, the mtefeposits have also declined. In 2010 the Compad funds
from various certificate of deposit promotions mmafuand as those higher rate certificates matuneg tvere
renewed at lower market rates. In addition, thenfany entered into a restructuring transactionnduthe third
quarter of 2010 of $42.5 million of its Federal Homoan Bank advances. This transaction reduceefteetive
interest rate, as well as modified the maturityedat the borrowings.

The provision for loan losses in 2010 was $3.liarlicompared to $21.6 million in 2009. The Comphag
experienced a reduction in non-performing loan$4éy million, or 12.99%, and a decline in net ladarge offs by
$5.6 million, or 40.27%, since December 31, 2008 hased on analysis of the loan portfolio, a prioni®of $3.1
million was made during 2010. The significant psian for loan losses recorded during 2009 wassaltreof
refining the Company'’s allowance for loan loss mefthlogy to better reflect the inherent losses altan portfolio
and to increase general reserves on our perforloans to reflect the impact of the weakened ecooaminditions.

Non-interest income increased 7.13% to $8.6 million2010 compared to $8.0 million in 2009. The
improvement in non-interest income was a resultroincrease of $721,000, or 25.89%, in loans heldséle fee
income. This increase was primarily due to mox@ifable terms in the secondary market, resultiniigmer held-
for-sale fee income. Contributing to the increasenon-interest income were $885,000 in realizethgan
available-for-sale securities, an increase of $&39, or 155.78%, as compared to the same peri@@®®. The
Company sold $29.0 million in available-for-saleweties during 2010 compared to $11.0 million écwrities sold
during 2009. Securities were sold in 2010 to redine long-term maturity risk within the investmedrtfolio.
The increase in non-interest income was partlyedfiy a decrease in service fee income, specificalh-sufficient
funds (NSF) charges and service fees, by $167@08,14%. The decline in NSF charges and senfeeswas a
result of fewer overdraft items by our customerd ardecrease in account service charges on conahactiounts
as a result of a change in account service chamgalese accounts. Other service charges incommehwncludes
income from trust services, investment brokeragerchmant bankcard processing and debit card praoagssi
increased by $243,000, or 13.67%, as compared@®.20he increase was primarily attributed to ineagenerated
from signature based debit card transactions assaciwith our performance checking product andeased
activity in our investment brokerage and trust emw. Other non-interest income decreased $519¢081.19%.
This decrease was due to lower gains realized ®sdle of foreclosed assets held for sale by $296 @ 40.60%.
Other non-interest income also decreased due tefflet of recording the net fair value of certaiortgage loan-
related commitments. The net fair value of morggéman-related commitments recorded for 2010 wgaia of
$127,000 compared to a gain of $236,000 in 2008edine of $109,000, or 46.19%. The fair valuetbese
commitments will fluctuate based on the marketg#&be mortgage loans.

Non-interest expense decreased 7.45% to $25.8milti 2010 from $27.8 million in 2009. The deceeds
non-interest expense was attributed to a decreatieeiprovision for other real estate required iy Company.
The Company recorded a provision of $734,000 in02@bmpared to a provision of $1.4 million, reprase a
decrease of $629,000, or 46.13%. Other operatipgreses also decreased due to lower expensesdrétate
foreclosed assets held for sale, which declinedb 8D, or 21.02%, in 2010 as compared to 2009 raswlt of a
reduction in the number of construction and relattal properties held for sale. Expenses relaiefdreclosed
assets held for sale include insurance, appraigtlisies, real estate property taxes, legal, iespand maintenance,
and associated loss on sale. Also contributintpéodecrease in non-interest expense was a dégclgedaries and
employee benefits by $519,000, or 4.23%, as atreSidwer salaries expense due to staff restrimguin the third
quarter of 2009 and lower commissions paid during period on mortgage loans originated and solthé
secondary market as a result of decreased origmatilume and a change in the commission strudtureach loan
originated and sold. These decreases in noresttexpense were partly offset by higher profesdifaes paid as a
result of legal fees related to loan workouts, irmutitigation and foreclosed assets held for sale.

Total assets at December 31, 2010, were $723.1omilk decrease of $50.9 million, or 6.57%, fron74D
million at December 31, 2009. Deposits and stolddrs’ equity at December 31, 2010 were $541.2aniland
$57.2 million, compared with $590.1 million and $&nillion at December 31, 2009, decreases of $a8lbn, or
8.29%, and $3.4 million, or 5.67%, respectively.

Loans at December 31, 2010 totaled $492.5 millprdecrease of $61.6 million, or 11.13%, compared to
December 31, 2009. The loan to deposit ratio aebder 31, 2010 was 90.99% compared to 93.90% cerbleer
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31, 2009. Our funding philosophy for loans notdhédr sale is to primarily increase deposits froetail and
commercial deposit sources and secondarily use btireowing sources as necessary to fund loangmifie 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 & 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 33.

Years ended December 31, 2010 and 200BE net interest income for 2010 decreased to $ifldn from
$18.3 million in 2009, a $2.4 million, or 12.93%alease.

FTE interest income for 2010 was $30.3 million,exrase of $6.0 million, or 16.51%, from $36.3 imrlin
2009. This decrease was a result of an overalingein yields on average earning assets and agehamnasset mix,
specifically higher average federal funds sold attter short-term investment balances with loweldgie The
overall yield on average earning assets decrea@dzh&is points to 4.23% compared to 4.82% in 20AAother
factor contributing to lower interest income wagegrease in the average outstanding balance of.IoBne average
outstanding balance of loans has decreased by $30idn, or 14.81%, as a result of several larpgem payoffs,
loan foreclosures, and lower loan origination vodudue to the current economic environment whichraaslted in
lower interest income on loans. Average availdbtieral funds sold and other short-term investmérntseased
$32.6 million, or 47.75%. The increase in averfegkeral funds sold and other short-term investmesats a result
of a decline in the average balance of loans. alerage balance of available-for-sale securitiesersed $23.6
million, or 39.03%, as a result of the Company stug excess funds from loan collections into akd#-for-sale
securities during the first half of 2010. As highgelding securities of $115.0 million were called matured
during the year, they were invested at lower yiglds to the current rate environment and the siesiidvailable
for investing thus resulting in a decline in intrancome by $118,000, or 6.07%.

Interest expense for 2010 was $14.4 million, a elese of $3.6 million, or 20.15%, from $18.0 milliwn2009.
The decline in interest expense resulted from aedse in the rate paid on average interest-bediabdities
resulting from the impact of the lower market ietgrrates on interest bearing demand accounts,dépesits and
long-term debt. The rate paid on total averagerést-bearing liabilities decreased to 2.27% fer year ended
December 31, 2010, compared to 2.75% in 2009, sedse of 48 basis points. Total average interestig
liabilities decreased $22.0 million, or 3.37%, &88.7 million at December 31, 2010, compared to4$bhillion at
December 31, 2009. Average time deposits decred34@® million, or 10.15%, as a result of the Compaot
renewing $30.9 million in brokered deposits as thagtured. The Company is generating increasedesttén
performance checking product and time deposit ptams to replace our brokered funds with core daposin
addition, as higher rate time deposits mature these renewed at lower market rates. Average savang money
market deposits decreased $8.9 million, or 9.53%ccw@stomers have moved their funds into intereatibg
demand accounts, specifically performance checgiogluct as the product offers a more attractive. rakverage
other interest-bearing liabilities decreased $4i8iam, or 20.57%, due to an overall decrease ipurehase
agreement balances as customers have moved thds foto the Certificate of Deposit Account RegisBervice
(“CDARS”) program. These decreases were offseayncrease in average interest-bearing demandsie i
$29.4 million, or 30.48%, as a result of growth exenced in balances of our performance checkioduymt as it
offers a higher market rate. While the balance#iarest bearing demand deposit have increasesl/ 2. the
interest expense associated with these accounts deslined $246,000, or 9.50%, as a result of lmgethe
interest rate paid on the accounts in responsedckne in rates paid in the market. Interestegge for long-term
debt is lower as a result of the Company’s restimirng transaction of $42.5 million of its $82.5 laih of Federal
Home Loan Bank advances during the third quarte2@f0, thus lowering overall interest expense agsé¢h
borrowings. In addition, the average balance ofiterm debt decreased $3.5 million as a resulbh@fCompany
paying off $5.3 million related to Blue Valley Bdihg Corp. debt in June 2009.
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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 $36.3 million,exm@ase of $9.0 million, or 19.82%, from $45.3 imvlin
2008. This decrease was primarily a result ofwarall 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 destleh32 basis points to 4.82% compared to 6.14900@82 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 balancarsf by $23.6 million, or 3.74%, as a result of saMarger loan
payoffs, an increase in loan foreclosures, and Holean 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% $69.8 million in available-for-sale securities nrat or were called
as a result of the rate environment during the.y&aiddition, the Company sold $11.0 million wadable-for-sale
securities during the first quarter of 2009 to mesure the investment portfolio to better positibe Company in
the current rate environment. As our higher yieddiavailable-for-sale securities were called orumed the
securities available for investing had lower yieltise to the current rate environment, thus regyltin lower
interest income.

Interest expense for 2009 was $18.0 million, a ez of $3.7 million, or 17.08%, from $21.7 million2008.
The decrease resulted from a decrease in the eadeom average interest-bearing liabilities resgltfrom the
impact of the lower market interest rates on saviagd money market deposits, time deposits, short-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 $20.7 million, or 3.27%, t658.7 million at December 31, 2009, compared toA$B&illion at
December 31, 2008. The increase was attributédcteases in time deposits, which increased $51llibm or
17.79%. Average time deposits increased as atreftihe time deposit promotions during the fourrarter 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 2002.3 million related to Blue Valley Ban Corp.’s iemote in
December 2008 and $5.3 million related to Blue &aBuilding Corp. debt in June 2009.
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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 Decembr 31,

2010 2009 2008
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$  100,929% 245 024% $ 68,3103 144 0.21% $ 22,478 378 1.68 %
Available-for-sale securities — taxable ................... 84,070 1,825 2.17 60,441 1,943 3.21 69,741 3,369 4.83
Available-for-sale securities — non-taxable (1)....... - - - - - - 141 9 6.38
Mortgage loans held for sale.................ccmmen.. . 6,761 302 4.47 9,875 477 4.83 6,157 340 5.52
Loans, net of unearned discount and fees (2)........ 518,010 27,709 5.3t 608,080 33,519 5.51 631,673 40,905 6.48
Federal Home Loan and Federal Reserve Bank Stock 6,275 222 3.5¢ 6,742 211 3.13 6,798 265 3.90
Total earning assets .........cccovevveeiivecmeeaceveen. 716,045 30,303 4.2% 753,448 36,294 4.82 736,988 45,266 6.14
Cash and due from banks — non-interest bearing..... 37,565 36,257 20,611
Allowance for loan losses . (17,991) (19,647) (10,060)
Premises and equipment, net.. 16,601 18,270 18,337
Other assets 38,007 26,639 18,906
Total assets $ 790,227 $ 814,967 $ 784,782
Liabilities and Stockholders’ Equity
Deposits-interest bearing:
Interest-bearing demand accounts $ 125,673 2,343 1.8% $ 96,315% 2,589 2.69% $ 52,77% 1,394 2.64 %
Savings and money market deposits 84,745 438 0.52 93,672 490 0.52 137,295 2,402 1.75
Time deposits .........cccceviiiiinine, 303,130 7,746 2.5¢€ 337,363 10,742 3.18 286,404 12,139 4.24
Total interest-bearing deposits 513,547 10,527 2.0 527,350 13,821 2.62 476,475 15,935 3.34
Other interest-bearing liabilities 18,477 45 0.2¢ 23,261 58 0.25 46,008 943 2.05
Long-term debt 100,644 3,791 3.77 104,096 4,108 3.95 111,490 4,813 4.32
Total interest-bearing liabilities . 632,668 14,363 2.21 654,707 17,987 2.75 633,973 21,691 3.42
Non-interest bearing deposits .... 91,863 86,744 86,811
Other liabilities .. 6,577 4,478 3,852
Stockholders’ equity 59,119 69,038 60,146
Total liabilities and stockholders’ equity $ 790,227 $ 814,967 $ 784,782
FTE net interest income/spread $ 15,940 1.9¢% $ 18,037 2.07% $ 23575 2.72 %
FTE net interest margin..........ccccoeveeeeevieeenenne 2.22% 2.43% 3.20 %

(1) Presented on a fully tax-equivalent basis assuraitax rate of 34%. For the three years ended DeeeBil, 2010, 2009 and 2008, the tax equivalengystdent
amounted to $0, $0, and $3,000, respectively.

(2) 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)

2010 Compared to 2009 2009 Compared to 2008
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 $ 21 % 80 $ 101 % (255) $ 21 $ (234)
Available-for-sale securities

— taxable (631) 513 (118) (1,128) (298) (1,426)
Available-for-sale securities

— non-taxable (1) - - - - 9 9)
Mortgage loans held for sale (36) (139) (175) (8) 145 137
Loans, net of unearned

discount and fees (987) (4,823) (5,810) (6,088) (1,298) (7,386)
Federal Home Loan and

Federal Reserve Bank Stock 28 (17) 11 (52) (2) (54)

Total interest income (1,605) (4,386) (5,991) (7,531) (1,441) (8,972)

Interest-bearing demand

accounts (794) 548 (246) 26 1,169 1,195
Savings and money market

deposits 3) (49) (52) (1,686) (226) (1,912)
Time deposits (2,115) (881) (2,996) (1,963) 566 (1,397)
Other interest-bearing

liabilities 2 (11) (13) (828) (57) (885)
Long-term debt (185) (132) (317) (411) (294) (705)

Total interest expense (3,099) (525) (3,624) (4,862) 1,158 (3,704)

Net interest income $ 1,494 $ (3,861) $ (2367) $ 2689 $ (2,599) $ (5,268)

(1) Presented on a fully tax-equivalent basis assyimtax 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 factdnganges in loan
mix, and current and historical charge-offs by lbgye. 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 Companyslicradministration function performs monthly arsgyg 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 projectexh@anic conditions, loan growth, the compositiontted loan
portfolio, loan trends and classifications, andeotfactors. Economic conditions monitored inclumlé are not
limited to: Johnson County, KS unemployment ramsumer confidence; foreclosure rates; vacant prppates;
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stock market performance; inflation; and interasés. The allowance for loan losses representbasirestimate of
probable losses that have been incurred as obpective balance sheet dates.

During the year ended December 31, 2010, we prdvig1 million for loan losses, as compared to §21.
million for the year ended December 31, 2009, aefese of $18.5 million, or 85.69%. In 2010, therpany
experienced a reduction in non-performing loansb#ys million, or 12.99%, a decline in net loan dwoffs by
$5.6 million, or 40.27%, and a reduction in pasé dnans greater than 30 days by $14.5 million, @B88%, and
based on the analysis of the loan portfolio duting year, a $3.1 million provision for loan losseas deemed
necessary. The significant provision for loan ésssecorded in 2009 was a result of refining then@any’s
allowance for loan loss methodology to better rtfine inherent losses in the loan portfolio andntrease the
general reserves on our performing loans to refleeztweakened economic conditions. Management\adithey
have identified the significant non-performing Isaand will continue to aggressively pursue coltattof these
loans. If the adverse real estate and construatisustry and general economy conditions are masopged than
management anticipates and losses increase, we experience higher than anticipated loan losséseiriuture.

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, anciase of $4.6 million, or 27.08%. The significarvision 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 portfolim @ result of worsening economic conditions in ésenomy in
which we operate. A portion of the provision rethto specific loans in our current portfolio, Sfieally in the
commercial real estate, land development and tateeconstruction loans, and an increase in thergereserves
on our performing loans to reflect the impact of theakened economic conditions. The provisioridan losses
attributed to refining the Bank’s allowance for holbss methodology and increasing the general vesewas
approximately $9.2 million. Management assesseddhn portfolio, specifically the non-performingahs, on a
credit by credit basis, to assess the reservenmgant and charged down a total of $15.1 millionam-performing
loans during 2009. Of the $15.1 million chargedvdp61% related to the real estate and constructiarket and
31% primarily to commercial loans (primarily tword@r deteriorating commercial credits). Total iinpd loans
decreased 39.45% to $35.0 million at December Q9 2with a related reserve of $6.6 million, froB7$8 million
at December 31, 2008, with a related reserve a2 $aillion. Net charge-offs of $14.0 million in 2080were
comparable to net charge-offs of $13.6 million 008.

The allowance for loan losses as a percentageaotlwas 2.99% at December 31, 2010, compared 18636
2009 and 1.87% in 2008. The decrease in this perge from December 31, 2009 was primarily dudéodecline

in non-performing loans, net loan charge-offs, mha loans and lower outstanding balance of loariseaend of
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,

2010 2009 2008
(In thousands)

Loans held for sale fee iNCOMEe......ccouvve e, $ 3,506 $ 2,785 $ 2,136
NSF charges and service fees........cccccceerieiiiiieienaennn. 1,062 1,472 1,641
Other Service Charges .........oooiiuiiieieeeeeee e 2,021 1,778 1,658
Realized gains on available-for-sale securities............. 885 346 702
Gain on settlement of litigation .............cccceeiiiviereneeenn. - - 1,000
OthEr INCOME ..uvvieiiiiieiece et 1,145 1,664 1,010

Total non-interest iNCOME..........cccvvveeeeeeeeeeieeinnnns $ 8,619 $ 8,045 $ 8,147

Non-interest income increased from the prior yeaf8.6 million for 2010 compared with $8.0 millidar
2009, an increase of 7.13%. Loans held for saarfeome increased $721,000, or 25.89%, as compar2d09.
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The volume of closed residential mortgage loansedesed in 2010 to $135.9 million, from $196.4 roilliin 2009

and $136.8 million in 2008; however, the Companys &hle to secure more favorable terms for loans isothe

secondary market resulting in higher fee incoméized. The increase in loans held for sale feenme was also a
result of the fair value option for financial asseind financial liabilities for mortgage loans hébd sale, which

resulted in a net realized loss on mortgage lo&fd tor sale of $33,000 in 2010 compared to a &fs$111,000

recorded in loans held for sale fee income durid@®2 The fair value of mortgage loans held foe saill fluctuate

with changes in the market rates offered on moddagns. Sustainability of the level of our lo&redd for sale fee
income is primarily dependent upon the economy iatetest rate environment, and secondarily depeanalemur

ability to develop new products and alternativewal channels.

Other changes reflected in non-interest incomeugela decrease in NSF charges and service feefliydRO0,
or 27.85%. The decrease was due to fewer overieafts by our customers and a decrease in accewits
charges on commercial accounts as a result of @gehia account service charges on these accoiter service
charge income, which includes income from trustises, investment brokerage, merchant bankcardegeieg and
debit card processing, increased by $243,000, @d7%3. This increase was a result of income geedrbbm
signature based debit card transactions assocwitbdour performance checking product. The Compaayg
experienced growth of 14.91% in the performanceking product balances during the year. The irseéa other
service charge income was also attributed to areése in fee income generated from our investnmekebage and
trust services due to increased market activitgalRed gains on available-for-sale securitiesdased $539,000, or
155.78%, as compared to 2009 as a result of thep@oynselling $29.0 million in available-for-salecasties in
2010 compared to $11.0 million in securities saldiny 2009. Securities were sold during 2010 thuce the long-
term maturity risk within the investment portfolahue to the current rate environment. Other incal@ereased
$519,000, or 31.19%, as compared to 2009. Theedserwas due to fewer gains realized on the sdterexflosed
assets held for sale by $296,000, or 40.60%. Otbe+interest income also decreased due to theteffeecording
the net fair value of certain mortgage loan-relatednmitments. The net fair value of mortgage loglated
commitments recorded for 2010 was a gain of $12Z¥ @mpared to a gain of $236,000 in 2009, a dedajine
$109,000, or 46.19%. The fair value on these cdamanits will fluctuate based on the market for magkg loans.
Future growth of other non-interest income categgois dependent on new product development andtigriovour
customer base.

Non-interest income for 2009 declined slightly frome prior year to $8.3 million, compared with $8ullion
for 2008, a decrease of 1.85%. In 2008, the Compaalized $1.0 million as a result of a legal jodmt.
Excluding the $1.0 million legal judgment recordac2008, the Company experienced an increase iAmterest
income in 2009 of $844,000, or 11.39%, as compyeaD08. Loans held for sale fee income incre&&9,000,
or 30.38%, as compared to 2008. This increase attaibuted to an increase in mortgage loans hetdséde
originations and refinancing experienced as a t@$uiistorically low mortgage rates offered onrealuring 2009.
The volume of closed residential mortgage loanseiaeed to $196.4 million in 2009, from $136.8 millin 2008.
This increase was offset by the adoption of the ¥alue option for financial assets and financiabilities for
mortgage loans held for sale, which resulted ireirealized loss on mortgage loans held for sal&1df1,000
recorded in loans held for sale fee income durid@o2

Other changes reflected in non-interest incom20i®9 include a decrease in NSF charges and sdpgseby
$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 ragy tteceive on
their accounts. Other service charge income, whicludes income from trust services, investmemtkérage,
merchant bankcard processing and debit card proggsacreased by $120,000, or 7.24%. This ina@eaas a
result of income generated from signature based dald transactions associated with our performastecking
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 feernme generated
from our investment brokerage services due to thlatiity in the market. Realized gains on avadiafor-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 fipsarter of
2009 to restructure the investment portfolio fog thurrent rate environment. Other income incre&&&d,000, or
64.75%, as compared to 2008. The increase wagsé of gains realized on the sale of forecloseskts held for
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sale and rental income received on foreclosed sibsddl for sale. In addition, the increase in biheome 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.
Non-interest Expense

The following table describes the items of our muerest expense for the periods indicated.

NON-INTEREST EXPENSE

Year Ended December 31,

2010 2009 2008
(In thousands)
Salaries and employee benefits $ 11,753 $ 12,272 $ 12,500
Net occupancy expense.........cccceeeeee. .. 2,756 2,811 3,144
Goodwill impairment .............cccccceeee.. .. - - 4,821
Other operating eXpense..........cccvvveeeeecemmmnenns 11,258 12,758 8,304
Total non-interest expenses.................... $ 25,767 $ 27,841 $ 28,769

Non-interest expense decreased 7.45% to $25.8mitluring 2010, compared to $27.8 million in thépr
year. The decrease in non-interest expense wésuget to a decrease in other operating experfsgs.5 million,
or 11.76%. Other operating expenses have decreasadesult of the Company recording a $734,000igon for
other real estate in 2010 compared to $1.4 mililm&009. The provision for other real estate wasslt of the
decline in real estate values. In addition, expen®lated to other real estate owned decreases,GEER or
21.02%, as a result of a reduction in the numbe&woostruction and rehab properties held for s&epenses related
to foreclosed assets held for sale include ins@aappraisals, utilities, real estate property $alegal, repairs and
maintenance, and associated loss on sale. Theadecin other operating expenses was partly dffsan increase
in professional fees expense of $223,000, or 17,18%@ result of the legal fees expense related Waakouts,
routine litigation and foreclosed assets held &e s

Other factors contributing to the change in nomigst expense include a decrease in salaries aplbyaa
benefits of $519,000, or 4.23%. The decrease wasuat of staff restructuring in the third quartér2009 and
lower commissions paid in 2010 on mortgage loangirated and sold in the secondary market as atresu
decreased origination and refinancing volume aodamge in the commission structure for each loajirated and
sold. Net occupancy expense declined slightly By,®00, or 1.96%, as a result of lower repairs mathtenance
expense.

Non-interest expense for 2009 decreased 3.23% &@3%4illion, compared to $28.8 million in 2008 panty
due to the goodwill impairment charge of $4.8 naillirecognized during the fourth quarter of 2008nHhterest
expense, excluding the goodwill impairment chaigereased $3.9 million, or 16.26% from 2008 to 200Bhe
increase in non-interest expense, excluding thel\gdloimpairment, was primarily attributed to archease in other
operating expenses of $4.5 million, or 53.64%. eDthperating expenses increased as a result aicaease in
expenses related to foreclosed assets held foidsaldéo an increase in the number of propertiescfosed on and
held for sale. Expenses related to foreclosedisi$ésdd for sale include insurance, appraisalfies, real estate
property taxes, legal, repairs and maintenance,amsdciated loss on sale. The Company also retadgl.4
million provision for other real estate as a resilthe continue decline in the real estate masket real estate
values. In addition, the increase was the redidhdncrease in the FDIC insurance premium ratiestve April 1,
2009 and the FDIC special assessment imposed ¢nFEAC-insured depository institution in order &build the
Deposit Insurance Fund and help maintain publicfidence in the banking system. The expense paidhby
Company for the special assessment was $364,000.

Income Taxes

Our income tax benefit during 2010 was $1.6 milli@ompared to our income tax benefit of $8.5 millio
during 2009,and income tax benefit of $3.8 million during 2008he benefit in 2010 reflects our net loss for the
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2010 fiscalyear. Our consolidated effective income tax rate86%, 37% and 27% for the three years ended
December 31, 2010, 2009, and 2008, respectivetiesvfrom the statutory rate principally due to #itects of state
income taxes and the effect of the write off of dwdl in 2008.

Financial Condition

Total assets for the Company at December 31, 2@&t6 $723.1 million, a decrease of $50.9 million6c¥7%,
compared to $774.0 million at December 31, 200@pd3its were $541.2 million compared with $590.liom at
December 31, 2009, a decrease of $48.9 millio8,20%. Stockholders’ equity was $57.2 million ac@mber 31,
2010 compared with $60.6 million at December 30X & decrease of $3.4 million, or 5.67%.

Investment securitiesThe primary objectives of our investment portfadie to secure the safety of principal,
to provide adequate liquidity and to provide se@sifor use in pledging for public funds or rephase agreements.
Income is a secondary consideration. As a resdtgenerally do not invest in mortgage-backed seéesirand
other higher yielding investments. As of DecemBgr 2010, 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, 201 863.6 million, a decrease of $9.1 million, or53®6,
compared to $72.8 million at December 31, 2009.e Tompany purchased $134.9 million in availables@ale
securities to replace $115.0 million called or matusecurities and to invest excess liquidity ighler yielding
investments. In addition, the Company sold $29I0am in available-for-sale securities during 20tOreduce long
term maturity risk within the investment portfolilme to the current rate environment.

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

INVESTMENT SECURITIES PORTFOLIO COMPOSITION

At December 31,

2010 2009 2008
(In thousands)
U.S. government sponsored agency securities $ 63,039 $ 72,163 $ 68,092
Equity and other securities ............ccevieececceennns 601 594 589
TOtal i e $ 63,640 $ 72,757 $ 68,681

The following table sets forth the maturities, garg value, and average yields for securities iniouestment
portfolio at December 31, 2010. Yields are presgrin a tax equivalent basis. Expected maturitiesd differ
from contractual maturities due to unscheduled yeyzats.

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 ...... $ 3,016 1.00% $ 60,023 153% $ - -% $ - -% $ 63,039 1.51%
Equity and other securities
with no defined maturity . - - - - - - - - 601 3.52
Total available-for-sale $ 3,01 1.00% $_ 60,023 153% $ - -% $ - -% $ 63,640 1.52%
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Loans Held for Sale.Mortgage loans held for sale at December 31, 20fdletd $8.2 million, a decrease of
$590,000, or 6.74%, compared to $8.8 million atémeler 31, 2009. The Company has elected to aaanslheld
for sale at fair value. The volume of loans helddale originated during 2010 slowed as a resudtsiow down in
mortgage originations and refinancing due to the and economic environment. The Company did éspee an
increase in mortgage loans held for sale origimasind refinance activity during the second hal2@10 as a result
of a decline in mortgage rates during that peridgtde Company’s principal funding source for mortgdmans held
for sale are our core deposits. Core depositddameand deposits, interest-bearing transaction atspsavings
deposits and time deposits less than $100,000u@ixe] brokered deposits).

Loans. Our loan portfolio is a key source of income, aimta our inception, has been a principal componént
our revenue growth. Our loan portfolio reflectseanphasis on commercial, commercial real estatestnaction
and real estate lending. We also offer home eguésse financing, and consumer loans. We emphasiz
commercial lending to professionals, businesses thett owners. Commercial loans and loans secimgd
commercial real estate accounted for 63.65%, 55.866651.83% of our total loans at December 31, 28009
and 2008, respectively.

Loans were $492.5 million at December 31, 2010,earehse of $61.6 million, or 11.13%, compared to
December 31, 2009. Loans were $554.1 million atebeber 31, 2009, a decrease of $108.3 million,6089%,
compared to December 31, 2008. The Bank expetiedeereases in the construction, residential reilte and
lease categories during 2010. These decreasesttebeitable to several larger loans paying ¢ foreclosure of
approximately $10.4 million of foreclosed assetklHer sale during 2010, and lower loan originatiatue to the
current economic conditions and a decline in nemstraiction within our market area.

The loan to deposit ratio decreased to 90.99%, eomtpto 93.90% at December 31, 2009, and 110.24% at
December 31, 2008.

The following table sets forth the composition bé& tCompany’s loan portfolio by loan type as of taes
indicated. The amounts in the following table stnewn net of discounts and other deductions.

As of December 31

2010 2009 2008 2007 2006
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(In thousands)
Commecial................ $ 144,181 2928 % $ 142,52¢ 25.7:%$ 172,64 26.0€ % $ 139,12( 23.3:% $ 110,84¢ 20.97 %
Commercial real este. 169,252 34.37 167,58: 30.2¢ 170,69 25.71 150,65! 25.2¢ 126,95: 24.02
Construction............... 64,641 13.1: 113,077 20.41 182,93: 27.6:2 188,22¢ 31.5¢ 171,70¢ 32.4¢
Home equit............... 64,28¢ 13.05 66,58¢ 12.0zZ 59,251 8.94 38,47: 6.4% 32,40¢ 6.1:
Residential real este... 36,903 7.4¢ 45,01« 8.12 43,69¢ 6.6( 37,51 6.2¢ 34,98¢ 6.6
Lease filancing........... 5,53C 1.12 11,25¢ 2.0z 18,927 2.8€ 19,72« 3.3C 18,51: 3.5C
Consume................... 7,657 1.56 8,06¢€ 1.4€ 14,24¢ 2.1 22,93¢ 3.84 33,09’ 6.2€
Total loans and
leases................ 492,454 100.00% 554,111 100.00% 662,401 100.00% 596,646 100.00% 528,515 100.00%
Less allowance for
loan losses............ 14,731 20,000 12,368 8,982 6,106
Loans, net................. $ 477,723 $ 534,111 $ 650,033 $ 587,664 $ 522,409

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 thdahs. At
December 31, 2010, 2009 and 2008, substantiallpfatiur loans were collateralized with real estat@entory,
accounts receivable and/or other assets or wereagiged by the Small Business Administration. lsoam
individuals and businesses in the construction strgutotaled $64.6 million, or 13.13%, of total & as of
December 31, 2010. Of the $64.6 million, approxeha$31.9 million were for new single and multiridy
housing construction and $29.5 million were fordasubdivisions. The builder and developer loartfplio has
been a consistent component of our loan portfolier @ur history. However, new loan origination wwle in this
industry has slowed as a result of the declindénreal estate and construction industry. The Bdekding limit
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under federal law to any one borrower was $23.0ianilat December 31, 2010. The Bank’s largest Ising
borrower, net of participations, at December 31,(Bad outstanding loans of $13.8 million.

The following table presents the aggregate matsritif loans in each major category of our loanfpliotas of
December 31, 2010, excluding the allowance for laad valuation losses. Additionally, the tableserds the
dollar amount of all loans due more than one yéar ®ecember 31, 2010 which have predetermineztést rates
(fixed) or adjustable interest rates (variable)ctual maturities may differ from the contractualtordies shown
below as a result of renewals and prepaymentsedtittiing of loan sales.

MATURITIES AND SENSITIVITIES OF LOANS TO
CHANGES IN INTEREST RATES

As of December 31201(

More than One Yeal

Less than One to Over five
one yea five years years Total Fixed Variable
(In thousands)
COMMEICIE ..vvvvvverennrnnnnnnnnn, $ 89,67¢ $ 43507 $ 10,99€ $ 144181 $ 14,222 $ 40,285
Commercial Real Este....... 42,812 11€,84¢ 9,592 16¢,258 95,728 30,712
COoNStrUCtOL...vvvveveeeeeenennnnn, 46,905 17,73¢€ - 64,641 3,272 14,46Z

Non-accrual loans included in the more than one gategory for fixed rate loans were $1.2 milliowddor
variable rate loans were $399,000.

Non-performing Assets

Non-performing assets consist primarily of loanstpdue 90 days or more, non-accrual loans and lawed
real estate. Generally loans are placed on nonsakstatus at 90 days past due and interest atdoudate is
considered a loss, unless the loan is well-secaretl in the process of collection. When interesirza is
discontinued, all unpaid accrued interest is reai@gainst 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 reasorasiyred.
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The following table sets forth our non-performirggets as of the dates indicated:

NON-PERFORMING ASSETS

As of December 31,

2010 2009 2008 2007 2006
(In thousands)

Commercial and all other loans:

Past due 90 days Or MOore .............ccuve o evee. $ - $ - $ - $ 680 % 802

NON-ACCTUAL........cvuiiiiiie e e e 2,896 1,327 2,143 60 381
Commercial real estate loans:

Past due 90 days Or more ...........ccceeees e - - - - 4,951

NON-ACCTUAL........cvuiiiiiii e e 10,088 13,267 1,951 512 -
Construction loans:

Past due 90 days Or more ............ceeee o e - - - 10,699 -

NON-ACCTUAL .....eviieiiiiiie it e 10,417 11,205 32,110 10,115 136
Home equity loans:

Past due 90 days or more - - - 637 -

NON-ACCTUAL........cvuiiiiiii e e 1,211 344 488 - -
Residential real estate loans:

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

NON-ACCTUAL.....eviiiiiiiiie e 5,553 8,404 6,129 189 410
Lease financing:

Past due 90 days Or more .............eeeee s e - - - 11 186

NON-ACCTUAL.....eviiiiiiiieiiiiee e e 140 335 475 1,084 -
Consumer loans:

Past due 90 days Or more ............cceeees e - - - 13 13

N[ g = (oo U - | 52 6 36 - 47
Debt securities and other assets (excluding otradr r
estate owned and other repossessed assets):

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

Non-accrual.........ccoovcvvveiriiiieeniiie - - - - -

Total non-performing loans 30,357 34,888 43,332 25,194 6,926
Foreclosed assets held for sale...................... 20,144 19,434 4,783 2,523 717
Total non-performing assets ...............ome. $ 50,501  $ 54,322 $ 48,115 $ 27,717 $ 7,643

Total non-performing loans to total loans.............. 6.16% 6.30% 6.54% 4.22% 1.31%
Total non-performing loans to total assets............ 4.20 451 5.31 3.42 1.00
Allowance for loan losses to non-performing loans.. 48.53 57.33 28.54 35.65 88.16
Non-performing assets to loans and foreclosed @isset

held for sale......cccooeeiiiiiiii 9.85 9.47 7.21 4.63 1.44

Non-performing assetsNon-performing assets decreased to $50.5 miibbecember 31, 2010 from $54.3
million at December 31, 2009, an improvement of3%0 The decrease was attributed to a decline in non
performing commercial real estate loans by $3.2ionil non-performing residential real estate lodnys$2.9
million, and non-performing construction loans by88,000 from December 31, 2009. These decreases we
primarily the result of several larger loan payddfsd the foreclosure on two single family buildertfolios and
three other credit relationships. The decreasepadty offset by an increase in non-performing coencial loans
by $1.6 million and non-performing home equity lsaby $867,000. The increases were the result ef th
deterioration of two commercial relationships angesult of industry decline in the real estate ratdnd general
economy. If the real estate industry and genevahemy continue to decline, the Company could dgpee an
increase in non-performing loans and forecloseétadseld for sale. We closely monitor non-perforgncredit
relationships and our philosophy has been to valueperforming loans at their estimated collectitséue and
aggressively manage these situations. Foreclossstsawere $20.1 million as of December 31, 20atpared to
$19.4 million at December 31, 2009. The Compars/dedd $9.1 million in foreclosed assets and tremstl $10.4
million in loans to foreclosed assets during 20Ite Company is actively marketing these propegies working
to reduce the balance of foreclosed assets hekhfer

For the five years ended December 31, 2010, ouageeyear-end ratio of non-performing loans toltiatans
was 4.91%. As of December 31, 2010, our ratio ar-performing loans to total loans was 6.16%, whis
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above our historical averages primarily due todbeline in the real estate market and its impacbumreal estate
and construction loan portfolio and the overalllohecin the general economy. As of December 3102@ur ratio

of allowance for loan losses to non-performing bamas 48.53%, compared to 57.33% at December 8B, 20his

decrease was a result of the decline in non-peifayiand past due loans over the prior year. ThekRantinues to
aggressively manage defaults in the loan portfoManagement intends to continue to vigorously peirollection

of all charged-off loans.

The following table sets forth the amount of grivéerest income that would have been recorded hadon-
accrual loans in the Non-Performing Asset tablepage 41 been current and accruing during the penatithe
amount of interest income on the non-performinghéoacluded in net income for the year ended Deezri,
2010.

Year Ended
December 31, 2010
(In thousands)

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

current and accruing interest.............. $ 1,742
Interest income reversed at time loan

placed on non-accrual.................ccuuee 235
Cash interest received during the period. 88

Impaired Loans. A loan is considered impaired when, based oneatiinformation and events, it is probable
that we will not receive all scheduled paymentgwafcipal and interest due according to the comti@cterms of
the loan agreement. This includes loans that alieglient 90 days or more, non-accrual loans, @&mthio 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 ovéd 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 reaspiaaklured.

Impaired loans totaled $30.4 million at Decembey 2110, $35.0 million at December 31, 2009, and.§57
million at December 31, 2008, with related allowesidor loan losses of $4.3 million, $6.6 milliomda$5.2
million, respectively.

Total interest income of $93,000, $497,000 and $%lHon was recognized on average impaired lodrts3d.5
million, $41.7 million and $36.7 million for 201@009 and 2008, respectively. Included in thisltsaash basis
interest income of $88,000, $212,000 and $927,@@0gnized on non-accrual impaired loans during 2@0D09
and 2008, 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 allowartoe
assigning specific reserves to impaired loans, tomh applies general reserves, based on loss $adtwrthe
remainder of the loan portfolio. The loss factars determined based on such items as managemegitisition 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
impairment for which the basis of each loan, inolgdaccrued interest, exceeds the discounted anufiexpected
future collections of interest and principal oteahatively, the fair value of the loan collateral.
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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,

2010 2009 2008 2007 2006
(In thousands)
Balance at beginning of period............. $ 20,000 $ 12368 $ 8982 $ 6,106 $ 6,704
Loans charged-off:
Commercial loans .........cccceeeeeeeennnn. 1,364 4,713 6,603 215 1,417
Commercial real estate loans.......... 2,985 374 262 - -
Construction loans 3,662 7,716 6,022 244 100
Home equity loans 387 653 127 - 8
Residential real estate loans............ 660 1,480 424 49 318
Lease financing.........cccccvvveeeeeiiinns 43 109 372 139 134
Consumer loans ..........cccceevvvevevvennns 7 58 112 16 83
Total loans charged-off............... 9,108 15,103 13,922 663 2,060
Recoveries:
Commercial loans........cccccooevvveennn. 390 259 223 294 117
Commercial real estate loans........... 171 123 - 1 -
Construction loans .............ccvveeeeenn. 123 592 24 - -
Home equity loans...........ccccccceeeen. 17 31 - - -
Residential real estate loans............ 11 72 1 6 47
Lease financing.........cccccvvvveeeeiiiins 14 21 29 9 32
Consumer loans...........ccccevvvvvvvenenns 18 2 6 14 11
Total rECOVENIES.......cevvvvvvvevvrrvrrrrrrrnnnns 744 1,100 283 324 207
Net loans charged-off...........ccccccoeiiis 8,364 14,003 13,639 339 1,853
Allowance of acquired company.......... - - - 360 -
Provision for loan losses .........cccccuuu.... 3,095 21,635 17,025 2,855 1,255
Balance at end of period...................... $ 14731 $ 20000 $ 12368 $ 8982 $ 6,106
Loans outstanding: ..........ccccceeeeiiuenneeen.
AVEIagEe.....coveiieieeeeiiiiee e $ 518,010 $ 608,080 $ 631,673 $ 563,224 $ 525,471
End of period ........ccccceeviiveernneen. 492,454 554,111 662,401 596,646 528,515
Ratio of allowance for loan losses to
loans outstanding: .........cccceeeeieiinnns
AVEIage.....cvviiieeeeeeieiiiiieieeee e 2.84% 3.29% 1.96 % 1.59 % 1.16 %
End of period .........ccccvvvienieeennn. 2.99 3.61 1.87 1.51 1.16
Ratio of net charge-offs to:...................
Average 10ans .......cccccceviciiiinenn. 1.61 2.30 2.16 0.06 0.35
End of period loans..................... 1.70 2.53 2.06 0.06 0.35
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The following table shows our allocation of theoalnce for loan losses by specific category atetiokof each
of the periods shown. Management attempts to a@ospecific 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,
2010 2009 2008 2007 2006
(In thousands)

% of Total % of Total % of Total % of Total % of Total
Amount Allowance Amount Allowance Amount Allowance Amount Allowance Amount Allowance

Commercial............... $ 3,339 2266 %$ 3,630 18.15 %$ 3,040 2458 %$ 1,790 19.93 %$ 1,386 22.70 %
Commercial real estate 3,974 26.98 7,253 36.27 2,507 20.27 1,597 7817 1,674 27.42
Construction.............. 4,579 31.08 5,929 29.65 4,695 37.96 4,188 .6316 1,920 31.44
Home equity.............. 1,262 8.57 1,061 5.30 409 331 247 2.75 719 3.23
Residential real estate. 1,488 10.10 1,737 8.68 1,201 9.71 377 4.20 402 6.58
Lease financing......... 38 0.26 238 1.19 449 3.63 664 7.39 355 158
Consumer................. 51 0.35 152 0.76 67 0.54 119 1.32 172 2.82
Total.....oooeeennnn. $ 14,731 100.00 %$ 20,000 100.00 %$ 12,368 100.00 %$ 8,982 100.00 %$ 6,106 100.00 %

Deposits. Deposits are the primary funding source for tleen@any. Deposits decreased by $48.9 million, or
8.29%, to $541.2 million for the year ended Decenils 2010, compared to $590.1 million for the yeaded
December 31, 2009. The decline in deposits wagatttd to a decrease in time deposits by $72.¢%omjl or
24.73%, as a result of $30.9 million in brokereddideposits maturing and not renewed during 20hCaddition,
the Company had $25.0 million in public funds ie @ertificate of Deposit Account Registry Servit€ ARS”)
mature and not renew in September 2010. As thesisfgo out for bid, the Company has the oppostunitmake
a bid for the funds. In addition, during the thadd fourth quarter of 2010 the Company had sevegdler rate
time deposit promotions mature. As the renewa fat these time deposits was much lower, many temosits
were not renewed. This decrease was offset byeases in demand deposits of $9.8 million, or 10,7z
savings, NOW and money market deposits of $14.8amjlor 6.93%. The increase in savings, NOW armahey
market deposits was the result growth experiencexii performance checking product. The performarecking
product has been attractive to our market as is maigher rate of interest to the customer onngais up to
$25,000 as long as the customer has 12 signatwedbdebit card transactions and at least one ACHirect
deposit each statement qualification cycle. ThekBeealizes non-interest income from the signabased debit
card transactions that when netted against therhiighpaid to the customer, results in a very ditra cost of funds
for the Bank. The performance checking productdr@abled us to focus more on transaction basedsdspbat
develop stronger customer relationships with thakBeersus time deposits that are principally ratgesh. We
believe this will yield a lower cost funding baseeotime and positively impact the value of ounfthise. We have
traditionally offered market-competitive rates owor aeposit products and believe they provide us witmore
attractive source of funds than other alternataigsh as Federal Home Loan Bank borrowings, duait@bility to
cross-sell additional services to these accourdens! In addition, we continue to analyze altémeastrategies to
grow our deposits including opening additional iagkcenters in markets management considers undetse
offering new products, and obtaining brokered dépas allowed by our Funds Management policy andeemed
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,
2010 2009 2008
(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 $ 100,975 18.65% —% $ 91,158 15.45% —% $ 86,020 14.32% —%
SaVviNgS....cveevieeieeaiiieeenns 11,040 2.04 0.24 8,947 1.52 0.25 8,030 1.34 0.44
Interest-bearing demand. 140,697 26.00 1.86 117,519 19.91 2.69 72,699 12.10 2.64
Money Market................ 66,670 12.32 0.56 77,779 13.18 0.55 99,282 16.52 1.83
Time Deposits................ 221,836 40.99 2.56 294,707  49.94 3.18 334,837 55.72 4.24
Total deposits........ $ 541,218 100.00% $ 590,110 100.00% $ 600,868 100.00%

The following table sets forth the amount of oundi deposits that are $100,000 and greater by &maining
until maturity as of December 31, 2010:

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

As of December 31, 2010

Weighted
Average
Amount Rate
(In thousands)
THhree MONTNS OF 1SS ...ttt $ 24,699 1.29%
Over three months through SIX MONtS .......cccevviieiiii e, 7,923 1.35
Over six months through twelve Mmonths .......ccoeeiviiiieiiie e, 27,249 2.01
OVEr tWEIVE MONTNS .. .ceeee et e et e e e e e e e s e s e e smraaa e 44,221 2.41
10 ) - LSRR $ 104,092 1.96 %

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
75.22% of our total deposits at December 31, 28h@,69.76% and 62.06% of total deposits at DeceBibe2009
and 2008, 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 aredbldek, our core deposit ratio would be 77.63%extenber
31, 2010, and 74.11% and 68.18% at December 3B 200 2008, 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 needs, rsecessary, and take advantage of opportunitidsvi@r costs.
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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 ieetsset 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 $4.4 million investntén stock of the FHLBank of Topeka as of Decenfiier2010.
The Bank had $82.5 million in outstanding long-teadvances from the FHLBank of Topeka at DecembepB10
and 2009. 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 availabilithdvances are
made at the discretion of the FHLBank. At Decembgr 2010, approximately $25.2 million was avaiablut
unused as the Bank was operating with cash andezpstalents of approximately $114.8 million.

In addition, the Company uses other forms of stenz 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 StatéshenThe Bank has a line of credit with the Fetl&aserve
Bank of Kansas City. The availability on the liokecredit fluctuates depending on the level of kldé collateral,
which includes commercial and commercial real estaans. Availability on the line of credit at @auober 31,
2010 was $25.1 million. Advances are made at iberetion of the Federal Reserve Bank of Kansag Cit

The Company also uses the brokered market as aesotitiquidity. As of December 31, 2010, the Bdrad
approximately $45.9 million in brokered deposits, @mpared to $76.9 million at December 31, 200%e
decrease in brokered deposits during 2010 wasuét ifsbrokered deposits maturing and not renewathd 2010.
The Company has worked on replacing brokered fumitls core deposits through time deposit promotians
generating increased interest in our performanaxiihg product. In addition, the Bank is a membéithe
Certificate of Deposit Account Registry Service @hieffectively allows depositors to receive FDIGurance on
amounts larger than the FDIC insurance limit, whHg$250,000. CDARS allows the Bank to break latgposits
into smaller amounts and place them in a networlotber CDARS banks to ensure that full FDIC insgsn
coverage is gained on the entire deposit. Of e % million in brokered deposits, $29.0 milliorpresented
customer funds placed into the CDARS program. CBARS enabled us to maintain our customer reldtipasas
well as provide funding for the Company to maintiésniquidity position.

As a result of an agreement with the Federal ResBank and the Office of the State Banking Comroissi
of Kansas, prior regulatory approval is currentguired 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 anitieind
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 Conyphas deferred the quarterly payment of interelstted to trust
preferred securities of BVBC Capital Trust Il sinMarch 31, 2009 and the quarterly payment of @serelated to
trust preferred securities of BVBC Capital Trussihce April 24, 2009. In addition, at the requelthe Federal
Reserve Bank of Kansas City, the Company notiflesl Treasury of its intention to defer the quartetiyidend
payment on the Preferred Shares due to the Treagwg May 15, 2009. The dividend payment due Audib,
2010 was the sixth dividend payment deferred by Geenpany. As part of the agreement with the Treasu
dividends compound if they accrue and are not p&ailure by the Company to pay the Preferred Stividend 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 continues until the Compauays all dividends in arrears. At this time, thedsury has not
elected any directors to serve on the Company'sdoé& Directors; however, they have assigned arees to
attend the Company’s board meetings. The Compasyahcrued for the interest and the dividends asdelery
intention to bring the obligation current as sosnpassible. As of December 31, 2010, the Compasyaccrued
$3.6 million for dividends and interest on outstagdtrust preferred securities and Preferred SharBEsere are
other ancillary expenses related to legal and ataoy fees which could be incurred without the iapibf the Bank
to make a dividend to the Company. The Companyeatly maintains cash balances sufficient to coumgch
ancillary expenses for several years based onriuat@xpense 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, 2010:

Federal Home Loan Bank borrowings - $ 3 3 - 0.26% - %
Federal Funds purchased.................. - 2 - 0.98 -
Federal Reserve Bank line of credit........cccco.. - - - - -
Repurchase agreements and other interest
bearingliabilities 18,74¢ 18472 22,07 0.24 0.24
TOtAl .o 18,748 $ 18,477 0.24 0.24
At or for the year ended December 20C9:
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
bearing liabilities ............cccoovviiii e 16,120 23,235 25,955 0.25 0.24
TOtAl .o $ 16,120 $ 23,262 0.25 0.24
At or for the year ended December 31, 8:
Federal Home Loan Bank borrowings .............. $. - $ 1,730 $ 4,000 3.16% - %
Federal Funds purchased..............cccuveeeeeeee.. - 5 - 1.97 -
JP Morgan Chase operating line of cr ............. - 10,38t 15,00( 4,94 -
Federal Reserve Bank line of credit................. - 4 - 1.40 -
Repurchase agreements and other interest bez
liabilities.... . 27,545 33,884 41,708 111 0.31
TOtAl oo 27,545 $ 46,008 2.05 0.31

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

Capital ResourcesAt December 31, 2010, our total stockholders’iggwas $57.2 million, and our equity to
asset ratio was 7.91%. At December 31, 2009, atat stockholders’ equity was $60.6 million, and equity to
asset ratio was 7.83%.

The Federal Reserve Board's risk-based guidelistablish a risk-adjusted ratio, relating capitadttierent
categories of assets and off-balance sheet exgsureh as loan commitments and standby lettersedit. These
guidelines place a strong emphasis on tangiblekstdder's equity as the core element of the cafitae, with
appropriate recognition of other components oftehpiAt December 31, 2010, our Tier 1 capitalcatias 11.39%,
while our total risk-based capital ratio was 12.6@$éth of which exceed the capital minimums esshlgld in the
risk-based capital requirements.
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Our risk-based capital ratios at December 31, 20009 and 2008 are presented below.
RISK-BASED CAPITAL

December 31,
2010 2009 2008
(In thousands)

Tier 1 capital
Stockholders’ equity ........ccccccevcvveeecvivn. 3 57,164 $ 60,603 $ 76,439
Intangible assets...........ccccvveviie i icceeeees (464) (607) (826)

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

INSTIUMENES.....ooiiiiii e, (30) (106) (657)
Disallowed deferred tax asset................... (9,684) (8,435) -
Trust preferred securities (1).......ccccceeeeen.. 19,000 19,000 19,000

Total Tier 1 capital 65,986 70,455 93,956
Tier 2 capital
Qualifying allowance for loan losses......... 7,334 7,969 9,381
Trust preferred securities (1)........ccccceeeen.. - - -
Total Tier 2 capital........cccoveeeviieennneis 7,334 7,969 9,381
Total risk-based capital....................... $ 73,320 $ 78,424 $ 103,337
Risk weighted assets.........cccceevveeriveeennnn. $ 579,334 $ 625,475 747,504
Ratios at end of period
Total capital to risk-weighted assets ratio.. 12.66% 12.54% 13.82%
Tier 1 capital to average assets ratio

(leverage ratio) ..........cccvvveeeeeeeeiiicceens 9.04% 9.07% 11.50%
Tier 1 capital to risk-weighted assets

L= 1o SRS 11.39% 11.26% 12.57%
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 ti
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, 22009 and 2008.

On December 5, 2008, the Company issued and sdkektonited States Department of Treasury 21,7%0esh
of Fixed Rate Cumulative Perpetual Preferred Staldgg with a ten year warrant to purchase 111db3es of the
Company’s common stock for $29.37 per share, fauta cash price of $21.75 million. The Transattazcurred
pursuant to, and is governed by, the U.S. Treasubdpital Purchase Plan which was designed tocatbraad
participation by institutions, to stabilize the dimcial system, and to increase lending for the fiteokthe U.S.
economy. In connection with the transaction, tloeenBany entered into a letter agreement with theduey which
includes a Securities Purchase Agreement-StandamthisI The Preferred Shares carry a 5% per yeaulatine
preferred dividend rate, payable quarterly. Theddind rate increases to 9% after five years. d2inds compound
if they accrue and are not paid. During the filsee years after the transaction, the Company moayedeem the
Preferred Shares except in conjunction with a €jadliequity offering meeting certain requiremenfBuring the
time that the Preferred Shares are outstandinginabar of restrictions apply to the Company, inahggliamong
others:
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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 Bredd 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 excejoamithout 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. The dividend payment daneAugust 15, 2010 was the sixth dividend payment
deferred by the Company.

. In conformity with requirements of the Securitlgrchase Agreement-Standard Terms and Sectiob)1dfl (
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, bonu=ritive
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 ententd lietter agreements with the Company consenuritpe
foregoing and have executed a waiver voluntarilyvimg any claim against the Treasury or the Compfany
any changes to such senior executive officer's @msption 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 Waiamd the underlying common stock) may need ttsbed 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.

In addition to participation in the CPP, the Compaad a common stock rights offering to holdersexord of
its common stock as of the close of business onelter 10, 2008, of non-transferable subscriptightsi to
purchase up to 334,000 shares of its common stioakcash 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 Bank to provide
additional capital for the Bank.
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Contractual Obligations

Our known contractual obligations outstanding aBeéember 31, 2010 are presented below.

Payments due by Perio

Less than More than
Total Amortization 1 year 1-3years 3-5years 5 years
(In thousands)

Time cepositobligations.......... $ 22183€ $ - $ 12984 $ 61,74 $ 2285 $ 7,453
Long-term cebtobligations...... 102,08t - - 20,00( 27,50( 54,58t¢
Less: Deferred prepayment - - - -
penalty on modification of

Federal Home Loan Bank

AdVaNCES ........cccvviiiereee e (2,331) (2,331)

Total obligations..............ccc.e. $ 32159 % (2,331 $ 129,84« $ 81,72« $ 50,31 $ 62,041

Inflation

The consolidated financial statements and relasta presented in this report have been preparacciordance
with accounting principles generally accepted ia tnited States of America, which require the mesment 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 ratenges is
included in Item 7A: Qualitative and Quantitatives€losure About Market Risk. In addition, we das# the
estimated fair value of our financial instrumemsNote 21 to the consolidated financial statemémisided in this
report.

Off-Balance Sheet Arrangements

The Company enters into off-balance sheet arrangesne the ordinary course of business. Our ofeheé
sheet arrangements generally are limited to comemtsto extend credit, mortgage loans in the psoa#ds
origination and forward commitments to sell thosertigage 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 payment of a fee. The commitmentsneki@ver varying periods of time with the majoritgihg
disbursed within a one-year period. Since a portibthe commitments may expire without being drayon, the
total commitment amounts do not necessarily reptefsure cash requirements. Each customer’s twediiness
is evaluated on a case-by-case basis. The amdunbliateral obtained, if deemed necessary, is thase
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, 2010,
the Company had outstanding commitments to origit@ns aggregating approximately $6.1 million.

Mortgage loans in the process of origination repmésmounts that the Company plans to fund withiiornal
period of 15 to 60 days and which are intendeds&be 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 $1.7iomland
mortgage loans held for sale amounted to $8.2anikit December 31, 2010. As a result, we had coedbfiorward
commitments to sell mortgage loans totaling appnately $9.9 million. Mortgage loans in the process
origination represent commitments to originate fahboth fixed and variable rates.
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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 customerie Tompany had
total outstanding letters of credit amounting to%@illion at December 31, 2010.

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 haveefl 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-casis.bd$he amount of collateral obtained, if deemedeassary, is
based on management’s credit evaluation of the tegparty. Collateral held varies, but may includeaints
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, 2010 unused lines of credit borrowagggegated approximately $149.6 million.

Future Accounting Requirements

On July 21, 2010, the Financial Accounting StandaBdard (FASB) issued Accounting Standards Update
(ASU) 2010-20,Disclosures about the Credit Quality of Financingdgivables and the Allowance for Credit
Losses This ASU amends FASB Accounting Standards Ccatifon (ASC) Topic 31(Receivablesto improve the
disclosures that an entity provides about the tigaklity of its financing receivables and the tethallowance for
credit losses. As a result of these amendmentsntity is required to disaggregate, by portfoligreent or class of
financing receivable, certain existing disclosumad provide certain new disclosures about its fiepreceivables
and related allowance for credit losses.

Existing disclosures are amended to require aryetatiprovide a rollforward schedule of the allowarfor
credit losses from the beginning of the reportiegiqd to the end of the reporting period on a wlidfsegment
basis, with the ending balance further disaggrebatethe basis of the impairment method. For ebsdiggregated
ending balance in the rollforward schedule, theatesl recorded investment in financing receivablastnbe
disclosed. The disclosure would include the nonadcstatus of financing receivables by class ofifficing
receivables, as well as the impaired financingivedses by class of financing receivables.

The amendments in the ASU also require an entitgrbwide the following additional disclosures abdtst
financing receivables: (1) the credit qualityisators of financing receivables at the end ofréporting period by
class of financing receivables; (2) the aging dftmhue financing receivables at the end of thentampperiod by
class of financing receivables; (3) the nature arent of troubled debt restructurings that oaedirduring the
period by class of financing receivables and tkéfiect on the allowance for credit losses; (4)riheure and extent
of financing receivables modified as troubled deddtructurings within the previous 12 months thefadlted
during the reporting period by class of financiege&ivables and their effect on the allowance feditrlosses; and
(5) significant purchases and sales of financiragirables during the reporting period disaggregategortfolio
segment.

For public entities, the disclosures as of the ef@ reporting period are effective for interim aadnual
reporting periods ending on or after December 1B02 The disclosures about activity that occursinguia
reporting period are effective for interim and aainteporting periods beginning on or after Decembr 2010.
Management has adopted this update and includedisie®sures in the consolidated financial statemerThe
adoption of this update had no adverse impact eifCdmpany’s consolidated financial statements.

On January 19, 2011, the FASB issued ASU 2011R@teivables (Topic 310) Deferral of the EffectivateDof
Disclosures about Troubled Debt Restructurings pdite No. 2010-20The amendments in this ASU temporarily
delay the effective date of the disclosures abmutitied debt restructurings in ASU 2010-20 for prbhtities. The
effective date of the new disclosures about tradilwlebt restructurings for public entities and theédgnce for
determining what constitutes a troubled debt restring is being coordinated currently. The guikaris
anticipated to be effective for interim and annpatiods ending after June 15, 2011. Managemens doé
anticipate that this update will have a materigbd@ct on the Company’s consolidated financial statgm
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Regulatory Matters

The Board of Directors of the Company and the Bakered into a written agreement with the Federal
Reserve Bank of Kansas City as of November 4, 2008is agreement was a result of an examination s
completed by the regulators in May 2009, and rslptémarily to the Bank’s asset quality. Under teems of the
agreement, the Company and the Bank agreed, antbegthings, to submit an enhanced written plasttengthen
credit risk management practices and improve thekBgposition on the past due loans, classifiechép@mnd other
real estate owned; review and revise its allowdncdoan and lease loss methodology and maintaiadaguate
allowance for loan loss; maintain sufficient cabétathe Company and Bank level; and improve thekBaearnings
and overall condition. The Company and Bank hdse agreed not to increase or guarantee any detithase or
redeem any shares of stock or declare or pay angeatids without prior written approval from the eeal Reserve
Bank. The Company and the Bank have complied alitterms of the written agreement.
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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 expdsuinterest
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 curernges 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, 2010 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 9.13% (4.62 )%
100 basis point rise 3.10% (2.74 Y%
Base Rate Scenario - -
25 basis point decline (1.11) % 0.50%

The above table indicates that, at December 310,2idlthe event of a sudden and sustained incriease
prevailing market rates, our net interest incomelaide expected to increase. This is a resulhdherease in our
interest-bearing demand deposit balances, spdbjfimar performance checking accounts. The inaéasnterest-
bearing demand deposit balances provides the Compdi greater control over the cost of its fundingse and
enables the Company to expand its net interestimamgan increasing rate environment. The Bank plased
floors on its loans over the last several yearsiwiould limit the decline in yield earned on tbar portfolio in a
declining rate environment. Another consideratioma rising interest rate scenario is the impactrafrtgage
financing, which wouldikely decline, leading to lower loans held foresée income, though the impact is difficult
to quantify or project. In the decreasing ratensgios, the adjustable rate assets (loans) refariosver rates faster
than our liabilities, but our liabilities — longrta FHLB advances and existing time deposits — woolddecrease in
rate as much as market rates. In addition, fixdd foans might experience an increase in prepagmémther
decreasing yields on earning assets and causirigazghe to decrease.
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The above table also indicates that, at DecemberR2310, in the event of a sudden increase in pliegai
market rates, the economic value of our equity @aldcrease. Given our current asset/liability fomsj a 100 and
200 basis point increase in interest rates willlten a lower economic value of our equity as ttfenge in
estimated gain on liabilities exceeds the changestimated loss on assets in this interest rateasice Currently,
under an increasing rate environment, the Compaastimated market value of loans could decreaghtktidue to
fixed rate loans and investments with rates lowantmarket rates. These assets have a likelitmoeimain until
maturity in this rate environment. However, thémated market value decrease in fixed rate loaasiavestment
securities would be offset by time deposits undbleeprice to higher rates immediately and fixetreallable
advances from FHLBank. The likelihood of advanbemg called in a rising rate environment increagssilting
in advances being repriced prior to maturity. @iwr current asset/liability position, a 25 bgsiént decline in
interest rates will result in a slight increasehe economic value of our equity as the changesiimated gain on
assets exceeds the change in estimated loss ditiiabin this interest rate scenario. Currentipder a falling rate
environment, the Company's estimated market vafueams could increase as a result of fixed rag$p net of
possible prepayments. However, the estimated rhaeitae increase in fixed rate loans is offset inyet deposits
unable to reprice to lower rates immediately amedirate callable advances from FHLBank. The iliiad of
advances being called in a decreasing rate envieahis diminished resulting in the advances exgstintil final
maturity, which has the effect of lowering the eaanic value of equity.
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The following table summarizes the anticipated mitis or repricing of our interest-earning assetwl
interest-bearing liabilities as of December 31,@0dased on the information and assumptions sttt faiow.

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...................... § 54,007 $ 36,662 $ 90,669 $ 35589 $ 82778 $ 14,485 $ 223,521
Average Interest Rate........... 5.66% 6.76 % 6.10 % 7.11% 6.27 % 6.18 % 6.33 %
Variable Rate Loans...... 255,476 18,562 274,038 1,454 1,603 - 277,095
Average Interest Rate... 4.76% 5.36 % 4.80% 5.31% 6.55% - % 4.82%
Fixed Rate Investments.... - 3,016 3,016 33,028 26,995 - 63,039
Average Interest Rate... -% 1.00 % 1.00% 1.32% 1.79% - % 1.51%
Variable Rate Investments, 601 - 601 - - - 601
Average Interest Rate... . 3.52% - % 3.52% -% - % - % 3.52%
Interest Bearing Deposits 67,526 - 67,526 - - - 67,526
Average Interest Rate........... 0.19% - % 0.19% -% - % - % 0.19%
Funds borrowed .. 10,000 - 10,000 - - - 10,000
Average Interest Rate........... 0.15% - % 0.15% -% - % - % 0.15%

Total interest-earning asset§ 387,610 $ 58,240 $ 445,850 $ 70,071 $ 111376 _$ 14,485 $ 641,782

Interest-Bearing Liabilities:

Interest-bearing demand........... $ 140,741 $ - $ 140,741 3 - $ - $ - $ 140,741
Average Interest Rate. . 1.81% - % 1.81% -% - % - % 1.81%
Savings and money market.. 77,666 - 77,666 - - - 77,666
Average Interest Rate... 0.50% - % 0.50% -% -% - % 0.50 %
Time deposits..........ccccueee 56,471 73,390 129,861 41,905 42,626 7,444 221,836
Average Interest Rate... 1.98% 1.91% 1.94% 2.19% 2.90% 3.57% 2.23%
Funds borrowed......... . 82372 - 82,372 - 36,133 - 118,505
Average Interest Rate........... 2.12% - % 2.12% -% 3.44% - % 2.53%
Total interest-bearing
liabilities .........coceveiiinen, § 357,250 $ 73,390 $ 430,640 $ 41,905 $ 78,759 $ 7,444 $ 558,748
Cumulative:
Rate sensitive assets (RSA).$ 387,610 $ 445850 $ 445850 $ 515921 $ 627,297 $ 641,782 $ 641,782
Rate sensitive liabilities (RSL) 357,250 430,640 430,640 472,545 551,304 558,748 558,748
GAP (GAP = RSA — RSL) 30,360 15,210 15,210 43,376 75,993 83,034 83,034
RSA/RSL ..ot 108.50% 103.53% 103.53% 109.18% 113.78% 114.86%
RSA/Total assets 53.60 61.66 61.66 71.35 86.75 88.75
RSL/Total assets... 49.41 59.55 59.55 65.35 76.24 77.27
GAP/Total assets. i, 4.20 2.10 2.10 6.00 10.51 11.48
GAP/RSA ..ot 7.83 3.41 3.41 8.41 12.11 12.94

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

Item 8: Financial Statements and Supplementary Data

See index to Blue Valley Ban Corp. financial statets 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 Executdficer and Chief Financial Officer, conducted an
evaluation of the effectiveness of the design gueration of the Company’s disclosure controls armt@dures as
of December 31, 2010. 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@rReporting:

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 Decemhkr 2010.

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 pursuanrules of the Securities and Exchange Commmis#iat
permit the Company to provide only management'siigqo 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 2011 Annual Meeting of Stockhidand is hereby incorporated by reference.

Information regarding the Bank’s directors and exize officers is included in Part | of this Forr@-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 2011 Annual Meeting of Stockbddd
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 2011 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, 2010, the Bank had aggeelgans
outstanding to such persons of approximately $&atilkon, which represented 35.95% of our stockhoddequity
of $57.2 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 prengit the time
for comparable transactions with other personselated to the Bank;

« did not involve more than the normal risk of cotlbility or present other unfavorable featuresj an

e were being paid as agreed.
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Information regarding Director Independence is udeld in the Company’s Proxy Statement for the 2011
Annual Meeting of Stockholders and is hereby inooaped by reference.

ltem  14: Principal Accounting Fees and Services

This information is included in the Company’s Prd&atement for the 2011 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 21, 2011 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 éy th
following persons on behalf of the registrant amthie capacities listed on the dates indicated

Date: March 21, 2011 By: /s/ Robert D. Regnier
Robert D. Regnier, President,
Chief Executive Officer and Director
(Principal Executive Officer)

Date: March 21, 2011 By: /s/ Mark A. Fortino
Mark A. Fortino, Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: March 21, 2011 By: /s/ Donald H. Alexander
Donald H. Alexander, Director

Date: March 21, 2011 By: /s/ Michael J. Brown
Michael J. Brown, Director

Date: March 21, 2011 By: /s/ Robert D. Taylor
Robert D. Taylor, Director
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10.1

10.2
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10.4
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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@00Q7.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 ****
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Letter Agreement dated December 5, 2008, dineduSecurities Purchase Agreement — Standard
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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 Exhioi Blue Valley Ban Corp.'s Registration
Statement on Form S-1, Amendment No. 1, File N8-3&328. Exhibit incorporated herein by
reference.

Filed with the SEC on March 19, 2004 as an Eithit Blue Valley Ban Corp.’s Annual Report on
Form 10-K. Exhibit incorporated herein by referenc

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

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

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

Filed with the SEC on December 8, 2008 as BErhibit to Blue Valley Ban Corp.’s Current Report
on Form 8-K. Exhibit incorporated herein by refeze.
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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, 2010 and 2009, and the related cdiasedl statements of operations, stockholders’ yaumitl cash flows
for each of the three years in the period endede®ber 31, 2010. These consolidated financial reiiés 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, 2010 and 2009, and the results opesations and its

cash flows for each of the three years in the pleeioded December 31, 2010 in conformity with actiognprinciples
generally accepted in the United States of America.

/s/ BKD, LLP

Kansas City, Missouri
March 21, 2011
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BLUE VALLEY BAN CORP.
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2010 AND 2009

(In thousands, except share data)

ASSETS
2010 2009
Cash and due from banks $ 37,255 $ 32,126
Interest bearing deposits in other financial ingiins 67,526 64,858
Federal funds sold 10,000 -
Cash and cash equivalents 114,781 96,984

Available-for-sale securities 63,640 72,757
Mortgage loans held for sale, fair value 8,162 8,752
Loans, net of allowance for loan losses of $14 &34 $20,000 in 2010 and 2009,

respectively 477,723 534,111
Premises and equipment, net 16,239 16,930
Foreclosed assets held for sale, net 20,144 19,435
Interest receivable 1,783 2,303
Deferred income taxes 10,976 9,480
Income taxes receivable - 2,746
Prepaid expenses and other assets 2,026 2,803
Federal Home Loan Bank stock, Federal Reserve Bk, and

other securities 7,163 7,059
Core deposit intangible asset, at amortized cost 464 607

Total assets $ 723,101 $ 773,967

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

DECEMBER 31, 2010 AND 2009
(In thousands, except share data)

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES

Deposits
Demand
Savings, NOW and money market
Time
Total deposits

Other interest-bearing liabilities
Long-term debt
Interest payable and other liabilities

Total liabilities
STOCKHOLDERS' EQUITY

Capital stock
Preferred stock, $1 par value, $1,000 liquidapioeference
Authorized 15,000,000 shares; issued and outstgn
2010 — 21,750 shares; 2009 — 21,750 shares
Common stock, par value $1 per share;
Authorized 15,000,000 shares; issued and outstgn
2010 - 2,843,301 shares; 2009 — 2,817,650 shares
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income, net ofriretax of
$20 in 2010 and $69 in 2009
Total stockholders’ equity

Total liabilities and stockholders’ equity

See Notes to Consolidated Financial Statements

$ 100,975
218,407
221,836
541,218

18,748
99,757

6,214

665,937

22

2,843
38,431
15,838

30
57,164

$ 237101

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

$ 773,967



BLUE VALLEY BAN CORP.

CONSOLIDATED STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
(In thousands, except per share data)

INTEREST AND DIVIDEND INCOME
Interest and fees on loans
Federal funds sold and other short-term investsent
Available-for-sale securities
Dividends on Federal Home Loan Bank and
Federal Reserve Bank stock
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
LOSS BEFORE INCOME TAXES
BENEFIT FOR INCOME TAXES
NET LOSS
DIVIDENDS AND ACCRETION ON PREFERRED STOCK

NET LOSS AVAILABLE TO COMMON SHAREHOLDERS

BASIC LOSS PER SHARE
DILUTED LOSS PER SHARE

See Notes to Consolidated Financial Statements

010 2009 2008
$ 28,011 $ 33,996 $ 41,245
245 144 378
1,825 1,943 3,375
222 211 265
30,303 36,294 45,263
2,343 2,589 1,394
438 490 2,402
7,746 10,742 12,139
45 58 375
- - 568
3,791 4,108 4,813
14,363 17,987 21,691
15,940 18,307 23,572
3,095 21,635 17,025
12,845 (3.328) 6.547
3,506 2,785 13@
3,083 3,250 3,299
885 346 702
- - 1,000
1,145 1,664 1,010
8.619 8,045 8,147
11,753 12,272 12,500
2,756 2,811 3,144
- - 4,821
11,258 12,758 8,304
25,767 27,841 28,769
(4,303) (23,124) (14,075)
(1,561) (8,514) (3.824)
(2.742) (14,610) (10,251)
1,105 1,045 -
$ (3847) $  (15,655) $  (10.251)
$ (1.38) $ (5.68) $  (4.20)
$ (1.38) $ (5.68) $ (4.20)




BLUE VALLEY BAN CORP.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
(In thousands, except share data)

Accumulated

Additional Other
Comprehensive  Preferred Common Paid-In Retained mp@ehensive
Income (Loss) Stock Stock Capital Earnings Incohues$) Total
BALANCE, DECEMBER 31, 2007 $ - $ 2,440 $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 loss $(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 loss (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
Issuance of 22,186 shares of restricted stock,
net of forfeitures 22 406 428
Issuance of 3,465 shares of common stock for
the employee stock purchase plan 3 32 35
Net loss (2,742) (2,742) (2,742)
Accretion of discount on preferred shares 18 (18) -
Dividend on preferred shares (1,087) (1,087)
Change in unrealized appreciation on
available-for-sale securities, net of income
taxes (credit) of $(49) (73) (73) (73)
$ (2,815)
BALANCE, DECEMBER 31, 2010 $ 22 $ 2,843 $38,431 $15,838 $ 30 $57,164

See Notes to Consolidated Financial Statements
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BLUE VALLEY BAN CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

(In thousands)

OPERATING ACTIVITIES

Net loss
Adjustments to reconcile net loss to net cash flow
From operating activities:
Depreciation and amortization
Amortization (accretion) of premiums and discaunh available-for-
sale securities
Provision for loan losses
Provision for losses on foreclosed assets helddie
Goodwill impairment
Deferred income taxes
Stock dividends on Federal Home Loan Bank (FH&BYk
Net realized gains on available-for-sale seasiti
Net (gain) loss on sale of foreclosed assets
Restricted stock earned and forfeited
Compensation expense related to the Employe& Btachase 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
Income taxes receivable
Prepaid expenses and other assets
Interest payable and other liabilities
Net cash provided by operating activities

INVESTING ACTIVITIES

Net change in 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 eapenses
Purchases of available-for-sale securities
Proceeds from maturities of available-for-saleusiées
Proceeds from sales of available-for-sale seesriti
Purchases of Federal Home Loan Bank and FedesaReBank stock
Proceeds from the redemption of Federal Home LBamk stock, Federal
Reserve Bank stock, and other securities
Net cash provided by (used in) investing atisi

FINANCING ACTIVITIES

Net increase (decrease) in demand deposits, morseket, NOW and
savings accounts

Net increase (decrease) in time deposits

Net increase (decrease) in federal funds purchaisédther interest-bearing
liabilities

Net decrease in short-term debt

Repayments of long-term debt

Proceeds from long-term debt

Prepayment penalty on modification of FHLB advance

Discount on repayment of 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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2010

$ (2,742)

1,298

(73)
3,095
734

(1,561)
(104)
(885)

68)(1
428
3
(135,930)
36,487
33

520
(128
2,746
981
116
50,8

42,909
32
(226)

9,077

a2,
115,000
29,885

61,745

23,979

(72,871

2,628
(42,500)

42,500
(2,569)

35
(48.798)

2009 2008
$ (14,610) $ (10,251)
1,417 1,552
10 (26)
21,635 17,025
1,363 -
- 4,821
(6,126) (1,223)
(101) (188)
(346) (702)
(212) 46
287 309
7 10
(196,374) (136,798)
195,668 139,619
111 -
— 200
— (1,000)
970 1,348
(236) -
839 (3,591)
913 (1,839
5,215 9,316
57,854 (86,958)
4,199 1,514
(136) (364)
— 16
16,431 3,744
(85,749) (48,100)
69,750 33,210
11,346 23,702
(521) (439)
1,451 -
74,625 (73,679
29,372 (19,882)
(40,130) 84,380
(11,425) (1,491)
— (25,000)
(5,396) (13,322)
— 40,000
(100) —
— 21,750
- 5,201
(212) -
— (878)
62 435
(27,829) 91,193
(Continued)



BLUE VALLEY BAN CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
(In thousands)

2010 2009
Increase in cash and cash equivalents 17,797 52,011
Cash and cash equivalents, beginning of year 8@6,9 44,973
CASH AND CASH EQUIVALENTS, END OF YEAR $ 114,781 $ 96,984
SUPPLEMENTAL CASH FLOWS INFORMATION
Cash paid during the year for:
Interest $ 14372 $ 18,057
Income taxes, net of refunds $ (2,750) $ (3,496)
Noncash investing and financing activities:
Transfer of loans to foreclosed property $ 10,352 $ 32234
Restricted stock issued $ 22 $ 55
$ 1,087 $ 815

Preferred dividends accrued but not paid

See Notes to Consolidated Financial Statements
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2008
26,834
18,139
$ 44,973
$ 21,382
$ 1,667
$ 6,050
$ 13
$ —



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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. The Bank is also subject to regolatby certain federal and state agencies and uodsrgeriodic
examination by those regulatory authorities.

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

BVBC Capital Trust Il and Il are Delaware businésssts created in 2003 and 2005, respectivelgffar trust
preferred securities and to purchase the Compgugisr subordinated debentures. The Trusts hawast@f 30
years, but may dissolve earlier as provided irrttiest agreements.

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

Operating Segment

The Company provides community banking servicegutin 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 corgimgassets and liabilities at the date of the fir@rstatements and
the reported amounts of revenues and expensegdhenreporting period. Actual results could diffom those
estimates.

Material estimates that are particularly susceetitd significant change include the determinatidnthe
allowance for loan losses, valuation of real esaatpuired in connection with foreclosures or insfattion of loans,
valuation of deferred tax assets and fair valueinahcial instruments. In connection with theatatination of the
allowance for loan losses and the valuation of dlm®ed assets held for sale, management obtairepéndent
appraisals for significant properties.



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

Management believes that the allowance for loasessvaluation of foreclosed assets held for sabe,
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. Iditaxh, 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 additilmsasles based
on their judgments of information available to thatrihe time of their examination.

Cash Equivalents

The Company considers all liquid investments witigioal maturities of three months or less to bshca
equivalents. At December 31, 2010, cash equivaleonsisted primarily of federal funds sold. Then(any did
not have an investment in federal funds sold ateDdwer 31, 2009.

One or more of the financial institutions holdifge tCompany’s cash accounts are participating irFDEC’s
Transaction Account Guarantee Program. Underpgiagram, through December 31, 2010, all nonintdresting
transaction accounts are fully guaranteed by thECHDr the entire amount in the account. Purstarégislation
enacted in 2010, the FDIC will fully insure all noterest-bearing transaction accounts beginningebber 31,
2010 through December 31, 2012, at all FDIC-insumsttutions.

For financial institutions opting out of the FDICIgansaction Account Guarantee Program or intdreating
cash accounts, the FDIC’s insurance limits weranp@ently increased to $250,000, effective July Z110. At
December 31, 2010, the Company’s cash accounteeeddederally insured limits by approximately £8®,000.

The Bank is required to maintain reserve fundsaishcand/or on deposit with the Federal Reserve .BEm&
reserve required at December 31, 2010 was $1,16%00 the deposit balance held at the Federal Re&amk on
December 31, 2010 was $67,111,000.

| nvestment in Securities

Available-for-sale securities, which include angwity 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 datkiacluded in non-interest income. Unrealizechgaand losses
are recorded, net of related income tax effect@cicumulated other comprehensive income. Purghisaiums
and discounts are amortized and accreted, resphgtio interest income using a method which apipnates the
level-yield method over the terms of the securitiG®erest on investments in debt securities ¢dugted in income
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 debtrisgcand
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 expectetiéaeceived over the remaining term of the secastyrojected
based on cash flow projections. The Company dichage any securities with other-than-temporaryaimpent at
December 31, 2010.

F-10



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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 impairnenieemed 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 hilzies — 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 whethalbrincipal and
interest amounts contractually due are brougheatraind future payments are reasonably assured.

F-11



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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 fboevance.

The allowance for loan losses is evaluated on atimhpibasis by management and is based on managsment
periodic review of the collectibility of the loams consideration of historical experience, the matand volume of
the loan portfolio, adverse situations that magefthe borrower’s ability to repay, estimated eatd underlying
collateral and prevailing economic conditions. sTavaluation is inherently subjective as it requiestimates that
are susceptible to significant revision as morerimiation 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 atbfs. Other adjustments may be made to the afoefor
pools of loans after an assessment of internaleat@tnal influences on credit quality that are fodlyy reflected in
the historical loss or risk rating data.

A loan is considered impaired when, based on ctiirdormation and events, it is probable that th@pany
will be unable to collect the scheduled paymentgsrafcipal or interest when due according to thetactual terms
of the loan agreement. Factors considered by mamagein determining impairment include payment ustat
collateral value and the probability of collectingheduled principal and interest payments when Hoans that
experience insignificant payment delays and paym&mrifalls generally are not classified as imphire
Management determines the significance of paymelatyd and payment shortfalls on a case-by-case,ldaging
into consideration all of the circumstances surding the loan and the borrower, including the leéngt delay, the
reason for the delay, the borrower’s prior paynrenbrd and the amount of the shortfall in relatiorthe principal
and interest owed. Impairment is measured on @lhyaloan basis by either the present value of etquefuture
cash flows discounted at the loan’s effective mgérate, the loan’s obtainable market price orfdiirevalue of the
collateral if the loan is collateral 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 overdhes of the respective lease or the estimatefililugees of the
improvements, whichever is shorter.

The estimated useful lives for each major depréeialassification of premises and equipment ar®ksvs:

Buildings and improvements 35-40 years
Furniture and equipment 3-10 years
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

Foreclosed Assets Held for Sale

Assets acquired through, or in lieu of, loan foosdre are held for sale and are initially recordethir value
less cost to sell at the date of foreclosure, &éskibg a new cost basis. Subsequent to forecdpstaluations are
periodically performed by management and the assetsarried at the lower of carrying amount or Yalue less
cost to sell. Revenue and expenses from operaiodschanges in the valuation allowance are otiene and
other operating expense.

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

Federal Home Loan Bank and Federal Reserve Back si@ required for institutions that are membédrthe
Federal Home Loan Bank and Federal Reserve systeftme required investment in the stock is basedaon
predetermined formula, carried at cost and evatufasteimpairment.

Derivatives

Derivative Loan Commitments

Mortgage loan commitments that relate to the odtion of a mortgage that will be held for sale ufamding
are considered derivative instruments under thevatéres and hedging accounting guidana8C 815, Derivatives
and Hedging Loan commitments that are derivatives are reizegl at fair value on the consolidated balancetshe
in other assets and other liabilities with changesheir fair values recorded in other income. TBempany
estimates the fair value using a valuation modetkviconsiders differences between quoted pricesofams with
similar characteristics in the secondary marketthrccommitted rates.

Forward Loan Sale Commitments

The Company carefully evaluates all loan saleseagests to determine whether they meet the definibioa
derivative under the derivatives and hedging actiogrguidance ASC 815%, as facts and circumstances may differ
significantly. If agreements qualify, to protegfainst the price risk inherent in derivative loamenitments, the
Company uses best efforts forward loan sale comemitento mitigate the risk of potential decreasebénvalues of
loans that would result from the exercise of theivd¢ive loan commitments. Accordingly, forwardato
commitments are recognized at fair value on thesalicated balance sheet in other assets and agdities with
changes in their fair values recorded in other ineo The Company estimates the fair value of itsvdod loan
commitments using a methodology similar to thatuee derivative loan commitments.

Goodwill

Goodwill impairment assessment was performed ahnudVhen the implied fair value of goodwill is lew
than its carrying amount an impairment of goodvgllindicated and goodwill is written down to itsphed fair
value in the period it is identified. Subsequemtréases in goodwill value are not recognized i fthancial
statements. As of December 31, 2008, it was détedrthat the fair value of the Company’s goodwitls lower
than its carrying amount. Accordingly, the Compasgognized a goodwill impairment charge of $4,800,
Management believes this impairment was primatilsitautable to the continued volatility throughdbe financial
services industry and the effect such volatilitygl lsen market prices of financial services stocksakemed economic
conditions, decline in the credit quality of thalrestate and construction portfolio, and the djiegdoss recorded
by the Company in 2008.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

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 ttmveeability 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 refma¢ham before their maturity or the ability tolaterally cause
the holder to return specific assets.

Transfers between Fair Value Hierarchy Levels

Transfers in and out of Level 1 (quoted marketg®)cLevel 2 (other significant observable inpatsyl Level 3
(significant unobservable inputs) are recognizedhaerperiod end date.

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 reflectsstéxeoe 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 liglfiit balance sheet) method. Under this methagngt deferred
tax asset or liability is based on the tax effesftghe differences between the book and tax batessets and
liabilities, and enacted changes in tax rates and lare recognized in the period in which they ocddeferred tax
assets are reduced by a valuation allowance iEdas the weight of evidence available, it is mideely than not
that some portion or all of a deferred tax assétnsi be realized.

Deferred income tax expense results from changedefarred tax assets and liabilities between psriod
Deferred tax assets are recognized if it is mdeelyithan not, based on the technical merits, thattax position
will be realized or sustained upon examination.e Térm more likely than not means a likelihood afrenthan 50
percent; the terms examined and upon examinatiso i@clude resolution of the related appeals adgaiton
processes, if any. A tax position that meets tharerlikely-than-not recognition threshold is inilya and
subsequently measured as the largest amount dfetaefit that has a greater than 50 percent liketihof being
realized upon settlement with a taxing authoritattinas 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 availabldatreporting date and is subject to the managemprtgment.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

The Company recognizes interest and penalties @mma 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 2007.

Comprehensive | ncome (L 0oss)

Comprehensive income (loss) consists of net incdloes) and accumulated other comprehensive income
(loss), net of applicable income taxes. Accumualat¢her comprehensive income (loss) includes uizesl
appreciation (depreciation) on available-for-sa&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 $3@00103,000, respectively, at December 31, 208®a0A9.

Reclassification

Certain reclassifications have been made to thé® 20@ 2008 financial statements to conform to tG&02
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, 2010, 2009 AND 2008

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 \uigd
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:

2010 2009 2008
(In thousands, except share and per share data)
Net loss $ (2,742) $ (14,610 $ (10,251)
Dividends and accretion on preferred stock (105 (1,045 -
Net loss available to common shareholders $ (3,847 (15,653 $ (10,251)
Average common shares outstanding 2,773,039 2,754,419 2,438,809
Average common share stock options outstanding and
restricted stock (B) 15,115 8,184 21,236
Average diluted common shares (B) 2,788,154 2,762,603 2,460,045
Basic loss per share ($1.39 ($5.69 ($4.29
Diluted loss per share (A) ($1)38 ($5.69 ($4.29
(A) No shares of stock options, restricted stockvarrants were included in the computation of éitbiearnings 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, 2010, 2009 and 2008, but werengtitded in the computation of diluted earnings gieare
because the warrant’s exercise price was greatarttie average market price of the common shdmas, t
making the warrants anti-dilutive. Stock optioagtirchase 24,375 and 33,875 shares of common wierek
outstanding at December 31, 2010 and 2009, respbctbut were not included in the computation ibdited
earnings per share because the option’s exerdisewas greater than the average market pricecoédmmon
shares, thus making the options anti-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.
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

Future Accounting Reguirements

On July 21, 2010, the Financial Accounting StandaBdard (FASB) issued Accounting Standards Update
(ASU) 2010-20,Disclosures about the Credit Quality of Financingdgivables and the Allowance for Credit
Losses This ASU amends FASB Accounting Standards Ccatitbn (ASC) Topic 31(Receivablesto improve the
disclosures that an entity provides about the tieaahlity of its financing receivables and the tethallowance for
credit losses. As a result of these amendmentsntty is required to disaggregate, by portfoligreent or class of
financing receivable, certain existing discloswaad provide certain new disclosures about its fiivemreceivables
and related allowance for credit losses.

Existing disclosures are amended to require aryetatiprovide a rollforward schedule of the allowarfor
credit losses from the beginning of the reportiegiqd to the end of the reporting period on a plidfsegment
basis, with the ending balance further disaggrebatethe basis of the impairment method. For ebsdggregated
ending balance in the rollforward schedule, theatesl recorded investment in financing receivablestnbe
disclosed. The disclosure would include the nonsdcstatus of financing receivables by class ofificing
receivables, as well as the impaired financingivatdes by class of financing receivables.

The amendments in the ASU also require an entitgrbwide the following additional disclosures abdtst
financing receivables: (1) the credit qualityizadors of financing receivables at the end ofrémorting period by
class of financing receivables; (2) the aging dftphue financing receivables at the end of the ntepperiod by
class of financing receivables; (3) the nature exignt of troubled debt restructurings that oaedirduring the
period by class of financing receivables and th#ict on the allowance for credit losses; (4)rhture and extent
of financing receivables modified as troubled dedtructurings within the previous 12 months thefadlted
during the reporting period by class of financiege&ivables and their effect on the allowance feditriosses; and
(5) significant purchases and sales of financirapirables during the reporting period disaggregategortfolio
segment.

For public entities, the disclosures as of the eh@ reporting period are effective for interim aadnual
reporting periods ending on or after December 1B02 The disclosures about activity that occursinduia
reporting period are effective for interim and aainteporting periods beginning on or after Decembr 2010.
Management has adopted this update and includedisictosure in the consolidated financial statemenThe
adoption of this update had no adverse impact erfCdmpany’s consolidated financial statements.

On January 19, 2011, the FASB issued ASU 2011R@teivables (Topic 310) Deferral of the EffectiaeDof
Disclosures about Troubled Debt Restructurings pdbte No. 2010-20The amendments in this ASU temporarily
delay the effective date of the disclosures abmouiied debt restructurings in ASU 2010-20 for jprbhtities. The
effective date of the new disclosures about tradillebt restructurings for public entities and theédgnce for
determining what constitutes a troubled debt restning is being coordinated currently. The guitans
anticipated to be effective for interim and annpatiods ending after June 15, 2011. Managemens$ doé
anticipate that this update will have a materighact on the Company’s consolidated financial statgm
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

NOTE 2: AVAILABLE-FOR-SALE SECURITIES

The amortized cost and estimated fair value, tagetyith gross unrealized gains and losses, of aigifor-
sale securities are as follows:

December 31, 2010

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
(In thousands)
U.S. Government sponsored agencies $ 62,990 $ 228 $ (179 $ 63,039
Equity and other securities 600 1 - 601
$ 63,590 $ 229 $ (179 $ 63,640

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
Equity and other securities 600 - (6 594
$ 72584 $ 338 $ (165 $ 72,757

The amortized cost and estimated fair value of lakké-for-sale securities at December 31, 2010, by
contractual maturity are shown below. Expecteduniizs will differ from contractual maturities bagse issuers
may have the right to call or prepay obligationthvair without call or prepayment penalties.

Amortized
Cost Fair Value
(In thousands)
Due in one year or less $ 3,000 $ 3,016
Due after one year through five years 59,990 0,053
Due after five years through ten years - -
Due after ten years - -
Total 62,990 63,039
Equity and other securities 600 601
$ 63,590 $ 63,640

The book value and estimated fair value of seasritledged as collateral to secure public depasitsunted to
$5,002,000 and $5,013,000 at December 31, 201656©95,000 and $17,117,000 at December 31, 2009.

The Company enters into sales of securities ungexements to repurchase. The amounts depositegt und
these agreements represent short-term debt anefieeted as a liability in the consolidated baksteets. The
securities underlying the agreements are book-esgcyrities. During the period, securities heldsa@fekeeping
were pledged to the depositors under a writtenodiest agreement that explicitly recognizes the d@pos’ interest
in the securities. At December 31, 2010, or atmayth 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, 2010, 2009 AND 2008

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

Information on sales of securities under agreementspurchase is as follows:

2010 2009
(In thousands)
Balance as of December 31 $17,674 $15,417
Carrying value of securities pledged to secureeagents to repurchases
at December 31 $27,031  $29,182
Average balance during the year of securities solier agreements to repurchase $17,922 $22,5
Maximum amount outstanding at any month-end dutiegyear $21,935 $25,189

Gross gains of $885,000, $346,000, and $702,00@ veslized in 2010, 2009 and 2008, respectively, ram
gross losses were realized in 2010, 2009 and 286Bectively, from sales of available-for-sale sities.

Certain investments in debt and marketable equatyuities are reported in the financial statemexttan
amount less than their historical cost. Total faitue of these investments at December 31, 208028AQ9, was
$29,813,000 and $20,426,000, which is approximatél$% and 28.0%, respectively, of the Companyailable-
for-sale investment portfolio. These declinesaim falue resulted primarily from recent increasemarket interest
rates. Based on evaluation of available inforrmatiod evidence, particularly recent volatility irarket yields on
debt securities, management believes the declimidrivalue for these securities are temporary.

Unrealized losses and fair value, aggregated bgsitneent type and length of time that individualusigties
have been in a continuous unrealized loss posiieras follows:

December 31, 2010
(In thousands)

46

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 $ 29813 $ 179 % - 3 $ 29813 $ 179
Equity and other securities - - — — - -
Total temporarily impaired
securities $ 29813 $ 179 $ - $ - $ 29813 $ 179
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

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 $ - $ $ 19,832 $ 159
Equity and other securities 594 6 — — 594 6
Total temporarily impaired
securities $ 20426 $ 165 $ - % - $ 20426 $ 165

The unrealized losses on the Company’s investmientdirect obligations of U.S. government sponsored
agencies were caused by interest rate increadas.cantractual terms of those investments do nohipéhe issuer
to settle the securities at a price less than thertized cost bases of the investments. Becaws€dmpany 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 ineplaat December 31, 2010.

NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES

Categories of loans at December 31, 2010 and 2a0@de the following:

2010 2009
(In thousands)

Commercial loans $ 144,181 $ 142,528
Commercial real estate loans 169,253 167,581
Construction loans 64,641 113,077
Home equity loans 64,289 66,586
Residential real estate loans 36,903 45,014
Lease financing 5,530 11,259
Consumer loans 7,657 8,066
Total loans 492,454 554,111

Less: Allowance for loan losses 14,731 20,000

Net loans $ 477,723 $ 534,111
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010, 2009 AND 2008

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

The following tables present the balance in thevedince for loan losses and the recorded investmdotins
based on portfolio segment and impairment metheds ®ecember 31, 2010 and 2009:

December 31, 2010
Commercial Home Residential Lease
(In thousands) Commercial Real Estate Construction  Equity Real Estate Financing Consumer Total
Allowance for loan losses:
Balance, beginning of year $ 3630 $ 7253 $ 2%9 $ 1061%$ 1,737 $ 238 % 152 $ 20,000
Provision charged to

expense 683 (465) 2,189 571 400 a71) (112) 3,095
Losses charged off (1,364) (2,985) (3,662) (387 (660) (43) (@) (9,108)
Recoveries 390 171 123 17 11 14 18 744
Balance, end of year $ 3339% _3974 $ _4579 $ _ 1262 $ _ 1488 $ 38 $ 51 $ _14,731

Ending balance:
individually evaluated for

impairment $ 1832 $ 2617 $ 3647 $ 576 $ 912 % 5 % 2 $ 9591
Ending balance: collectively

evaluated for impairment $ 1,507 $ 1357 $ 932 % 686 $ 576 $ 33 % 49 $ 5,140
Loans:
Ending balance $ 144,181 $ 169,253 $ 64,641 $2894,$ 36903 $ 5530 $ 7,657 $ 492,454

Ending balance:

individually evaluated for

impairment $ 26444 $ 26,704 $ 35521 $ 3544 $ 8691 $ 983 $ 64 $ 101,951
Ending balance: collectively

evaluated for impairment $ 117,737 $ 142,549 $ 29,120 $ 60,745 $ 28212 $ 4547 $ 7,593 $ 390,503

December 31, 2009

Commercial Home Residential Lease
Commercial Real Estate Construction  Equity Real Estate Financing Consumer Total

Allowance for loan losses:
Balance, beginning of year $ 3040 $ 2507 $ 986 $ 409 $ 1,201 % 449 % 67 $ 12,368
Provision charged to

expense 5,044 4,997 8,358 1,274 1,944 (123) 141 21,635
Losses charged off (4,713) (374) (7,716) (653 (1,480) (109) (58) (15,103)
Recoveries 259 123 592 31 72 21 2 1,100
Balance, end of year $ 3,630 $ 7253 $ 5,929 $ 1,061 $ 1,737 $ 238 $ 152 $ 20,000

Ending balance:

individually evaluated for

impairment $ 1468 $ 5773 % 3,254 $ 209 $ 1249 $ 16 $ 21 $ 11,990
Ending balance: collectively

evaluated for impairment $ 2,162 $ 1480 $ 2675 $ 852 $ 488 $ 222 % 131 $ 8,010

Loans:

Ending balance $ 142528 $ 167,581 $ 113,077 $5866,$ 45014 $ 11259 $ 8,066 $ 554,111
Ending balance:

individually evaluated for $ 18,260 $ 28464 $ 53934 $ 2860 $ 14660 $ 1331 $ 160 $ 119,669
impairment

Ending balance: collectively

evaluated for impairment $ 124,268 $ 139,117 $ 59,143 $ 63,726 $ 30,354 $ 9,928 $ 7,906 $ 434,442
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BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010, 2009 AND 2008
NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES (Conti nued)

The following table presents the credit risk pmfiif the Company’s loan portfolio based on thentatiategory
and payment activity as of December 31, 2010 af®20

2010 2009

(In thousands) Pass Classified Total Pass Classified Total
Commercial $ 133,603 $ 10,578 $ 144,181 $ 12959% 12,932 $ 142,528
Commercial real estate 148,892 20,361 169,253 143,050 24,531 167,581
Construction 35,896 28,745 64,641 65,962 47,115 113,077
Home equity 61,442 2,847 64,289 64,496 ,00@ 66,586
Residential real estate 30,115 6,788 36,903 32,293 12,721 45,014
Lease financing 5,048 482 5,530 10,918 41 3 11,259
Consumer 7,605 52 7,657 7,958 108 8,066
Total $ 422,601 $ _69.853 $ 492454 $ 454273 $ _99,838 $ 554,111

The following table presents the Company'’s loarifpbio aging analysis as of December 31, 2010 &0@b2

December 31, 2010

Total
Greater than Total Loans > 90
30-59 Days 60-89 Days 90 Days Total Past Loans Days &
(In thousands) Past Due Past Due Past Due Due Current Receivable Accruing
Commercial $ 241 $ 307 $ 2,648 $ 3,19 140,985 $ 144,181 $ -
Commercial real estate - - 1,247 1,247 168,006 169,253 -
Construction 46 - 7,936 7,982 56,659 64,641 -
Home equity 200 - 964 1,164 63,125 64,289 -
Residential real estate 265 322 3,741 4,328 32,575 36,903 -
Lease financing 20 51 114 185 5,345 5,530 -
Consumer 4 - - 4 7,653 7,657 -
Total $ 776  $ 680 $ _16,650 $ _18,106 $ 474,348 $ 492,454 $ -
December 31, 2009
Total
Greater than Total Loans > 90
30-59 Days 60-89 Days 90 Days Total Past Loans Days &
Past Due Past Due Past Due Due Current Receivable Accruing
Commercial $ 1,308 $ 25 $ 1,223 $ 253 139,972 $ 142528 $ -
Commercial real estate 968 - 9,684 10,652156,929 167,581 —
Construction 10,702 918 7,007 18,627 94,450 113,077 -
Home equity 45 - 318 363 66,223 66,586 -
Residential real estate 1,164 684 6,688 38,5 36,478 45,014 -
Lease financing 55 - 254 309 10,950 11,259 -
Consumer 27 59 6 92 7,974 8,066 -
Total $ 14269 $ 1686 $ _25180 $ _41,135 $ 512976 $ 554,111 $ -

A loan is considered impaired, in accordance wiih impairment accounting guidance (ASC 310-10-35-16
when based on current information and events, prabable the Company will be unable to collect shbeduled
payments of principal and interest when due acogrdd the contractual terms of the loan agreemémpaired
loans include non-performing loans but also includans modified in troubled debt restructurings wmhe
concessions have been granted to borrowers expariefinancial difficulties. These concessionsldouaclude a
reduction in the interest rate on the loan, paynestensions, forgiveness of principal, forbearamicether actions
intended to maximize collection.
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DECEMBER 31, 2010, 2009 AND 2008
NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES (Conti nued)

The following table presents impaired loans forykars ended December 31, 2010 and 2009:

December 31, 2010

Average
Investment
Unpaid in Interest
Recorded Principal Specific Impaired Income
(In thousands) Balance Balance Allowance Loans Recognized
Loans without a specific
valuation allowance:
Commercial $ 186 % 281 % - $ 536 $ 24
Commercial real estate 2,066 2,686 - 1,802 37
Construction 2,423 2,423 - 2,601 -
Home equity 585 587 - 102 -
Residential real estate 1,279 1,924 - 1,391 -
Lease financing 140 256 - 254 2
Consumer 52 54 - 50 3
Loans with a specific
valuation allowance
Commercial $ 2710 $ 2,754 % 709 $ 1039 $ 7
Commercial real estate 8,022 8,092 1,110 , 7610 -
Construction 7,994 8,106 1,599 10,246 20
Home equity 626 648 299 411 -
Residential real estate 4,274 5,136 534 8%,2 -
Lease financing - - - 2 -
Consumer - - - 12 -
Total:
Commercial $ 28% $ 303 3 709 $ 1575 $ 31
Commercial real estate $ 10,088 $ 10,778 $ 1,116 12,562 $ 37
Construction $ 10417 $ 10529 $ 1,599 $ 12,847 20
Home equity $ 1211 $ 1235 $ 299 $ 513 $ -
Residential real estate $ 5553 $ 7,060 $ 534 6,674 $ -
Lease financing $ 140 $ 256 $ - $ 256 % 2
Consumer $ 52 % 54 % - $ 62 $ 3
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DECEMBER 31, 2010, 2009 AND 2008
NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES (Conti nued)

December 31, 2009

Average
Investment
Unpaid in Interest
Recorded Principal Specific Impaired Income
(In thousands) Balance Balance Allowance Loans Recognized
Loans without a specific
valuation allowance:
Commercial $ 616 $ 679 % - $ 406 $ 8
Commercial real estate 2,331 2,369 - 1,088 -
Construction 5,398 6,636 - 6,554 70
Home equity - - - 32 3
Residential real estate 2,651 2,779 - 1,085 2
Lease financing 335 383 - 244 -
Consumer - - - 9 -
Loans with a specific
valuation allowance
Commercial $ 740 $ 790 % 512 $ 3199 % 36
Commercial real estate 10,936 11,076 4,309 9,952 186
Construction 5,807 7,409 839 13,576 146
Home equity 412 425 170 423 -
Residential real estate 5,753 7,172 761 48,0 41
Lease financing - - - 80 3
Consumer 6 7 1 34 2
Total:
Commercial $ 135 $ 1,469 $ 512 $ 3605 $ 44
Commercial real estate $ 13267 $ 13445 $ 4,30% 11,040 $ 186
Construction $ 11,205 $ 14,045 $ 839 $ 20,130 $216
Home equity $ 412 $ 425  $ 170 $ 455  $ 3
Residential real estate $ 8404 $ 9951 $ 761 6,133 $ 43
Lease financing $ 335 % 383 $ - $ 324 % 3
Consumer $ 6 $ 7 % 1 $ 43 $ 2

Included in certain loan categories in the impaiths are troubled debt restructurings that wéassdied as
impaired as of December 31, 2010:

(In thousands)

Commercial $ 107
Commercial real estate 7,204
Construction 9,823
Home equity -
Residential real estate 180
Lease financing 110
Consumer -

$ _17,424
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NOTE 3: LOANS AND ALLOWANCE FOR LOAN LOSSES (Conti nued)

In addition as of December 31, 2010, the Compar/thaubled debt restructurings that were performimg
accordance with their modified terms as follows:

(In thousands)

Commercial $ 2,865
Commercial real estate 2,013
Construction 15,104
Home equity -
Residential real estate 344
Lease financing 402
Consumer -

$ 20,728

As of December 31, 2010, the Company had $7,500@f06ommitments outstanding to borrowers with
troubled debt restructurings. However, these camanits are subject to approval prior to advancemgfitnds to
the borrower.

The following table presents the Company’s non4aaicdioans at December 31, 2010 and 2009:

2010 2009
(In thousands)

Commercial $ 2,896 $ 1,327
Commercial real estate 10,088 13,267
Construction 10,417 11,205
Home equity 1,211 344
Residential real estate 5,553 8,404
Lease financing 140 335
Consumer 52 6

$ _30,357 $ 34,888

NOTE 4: PREMISES AND EQUIPMENT

Major classifications of these assets are as faiow

2010 2009
(In thousands)

Land $ 5,154 $ 5,154
Buildings and improvements 15,795 15,697
Furniture and equipment 7,717 7,590

28,667 28,441
Less accumulated depreciation 12,427 11,511
Total premises and equipment $ 16,239 $ 16,930
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NOTE 5: FORECLOSED ASSETS HELD FOR SALE

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

2010 2009
(In thousands)
Balance, beginning of year $ 166 $ -
Provision charged to expense 734 1,363
Charge offs, net of recoveries (419 (1,197
Balance, end of year 3$ 481 3 166

Expenses applicable to foreclosed assets at Decedtibiaclude the following:

2010 2009
(In thousands)
Net loss (gain) on sales of foreclosed assets $68)(1 $  (212)
Provision for losses 734 1,363
Operating expenses, net of rental income 1,656 1,902
$ 2222 $ 3,053

NOTE 6: CORE DEPOSIT INTANGIBLE ASSETS

The carrying basis and accumulated amortizatime@dgnized intangible assets at December 31, 20d0 a
2009 were:

2010 2009
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
(In thousands)
Core Deposit Intangible $ 3286 $ (2,822) $ 3,286 $ (2,679)

Amortization expense for the years ended Decemie2310, 2009 and 2008 was $143,000, $219,000 and
$295,000, respectively. Estimated amortizatioreese for the remainder of the amortization persod i

(In thousands)

2011 $ 143
2012 143
2013 143
2014 35
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NOTE 7: DERIVATIVE INSTRUMENTS

The Company has commitments outstanding to extegditaon residential mortgages that have not cprgs
to the end of the period. As the Company entete dcommitments to originate these loans, it alstersninto
commitments to sell the loans in the secondary etadh a best-efforts basis. The Company acquives s
commitments to reduce interest rate risk on moedagns in the process of origination and mortdagas held for
sale. These commitments to originate or sell lommsa best efforts basis are considered derivatisguments
under ASC 815. These statements require the Comparecognize all derivative instruments in théabae sheet
and to measure those instruments at fair value.a Assult of measuring the fair value of the committs to
originate loans, the Company recorded an incraaether assets of $1,000, a decrease in othelitiedibf $38,000
and an increase in other income of $39,000 foryther ended December 31, 2010. For the year endedriber
31, 2009, the Company recorded an increase in digiities of $47,000 and an increase in othezome of
$47,000.

Additionally, the Company has commitments to sedins that have closed prior to the end of the desio a
best efforts basis. Due to the mark to marketsidjant on commitments to sell loans held for saéeeGompany
recorded an increase in other assets of $89,000aandcrease in other income of $89,000 for ther yealed
December 31, 2010. For the year ended Decembe2(®B, the Company recorded an increase in otlsetasf
$283,000 and an increase in other income of $283,00

At December 31, 2010 and 2009, total mortgage loatise process of origination amounted to $1,688,8nd
$4,102,000, respectively. At December 31, 2010 20@9, related forward commitments to sell mortgkogms
amounted to approximately $8,162,000 and $8,752 @3pectively.

The balance of derivative instruments related tmmdments to originate and sell loans at Decemtte2810 and
2009, is disclosed in Note 21, Disclosures Aboutt ¥alue of Assets and Liabilities.

NOTE 8: INTEREST-BEARING DEPOSITS

Interest-bearing time deposits in denomination$1df0,000 or more were $104,092,000 on Decembe2(®I0
and $107,418,000 on December 31, 2009. The Compaquires brokered deposits in the normal course of
business. At December 31, 2010 and 2009, brok#epdsits of $45,949,000 and $76,874,000, respégtiwere
included in the Company’s time deposit balance.th®f$45,949,000 in brokered deposits, $28,984r8pfkesented
customer funds placed into the Certificate of Dépascount Registry Service (“CDARS”). The Bankdanember
of the CDARS service which effectively allows depoms to receive FDIC insurance on amounts larbantthe
FDIC insurance limit, which is currently $250,00@DARS allows the Bank to break large deposits srtaller
amounts and place them in a network of other CDA#Stutions to ensure that full FDIC insurance emge is
gained on the entire deposit. Although classifiedbrokered deposits for regulatory purposes, fptatsed through
the CDARS program are Bank customer relationshipsrhanagement views as core funding.

At December 31, 2010, the scheduled maturitiegd tleposits are as follows:

(In thousands)

2011 $ 129,844
2012 41,907
2013 19,817
2014 8,094
2015 14,721
Thereafter 7,453

$ 221,836
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NOTE 9: OPERATING LEASES

Blue Valley Building Corp. leases office space thews under noncancellable operating leases egpinn
various years through 2015. Minimum future remereable under noncancellable operating leasege¢@ber 31,

2010 was as follows:

(In thousands)

2011 $ 162
2012 116
2013 18
2014 18
2015 7

$ 321

Consolidated rental and operating lease expensesréd for space the Company leases from otherg wer
$14,000, $6,000 and $34,000 in 2010, 2009 and 2@8pectively.

NOTE 10: SHORT TERM DEBT

The Company has a line of credit with the Fedemaind Loan Bank of Topeka (FHLB) which is collatezat
by various assets including mortgage-backed |cared|able-for-sale securities and cash equivaleAtsDecember
31, 2010 and 2009, there was no outstanding balamdke line of credit. The variable interest nates 0.26% on
December 31, 2010 and 0.18% on December 31, 2@@9December 31, 2010 approximately $25,187,000 was
available. Advances are made at the discretidgheofederal Home Loan Bank of Topeka.

The Company also has a line of credit with the FaldReserve Bank of Kansas City which is collaiesal by
various assets, including commercial and commeregll estate loans. At December 31, 2010 and 206% was
no outstanding balance on the line of credit. Mime of credit has a variable interest rate of fatiéunds rate plus
75 basis points and at December 31, 2010 approaiynd25,089,000 was available.
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NOTE 11: LONG TERM DEBT

Long-term debt at December 31, 2010 and 2009 dexsed the following components:

2010 2009
(In thousands)

Federal Home Loan Bank advances (A) $ 82,500 8,500
Less: Deferred prepayment penalty on modificatibRHLB

advances (2,331) —

Net Federal Home Loan Bank advances 80,169 82,500
Subordinated Debentures — BVBC Capital Trust Il (B) 7,732 7,732
Subordinated Debentures — BVBC Capital Trust Ilj (C 11,856 11,856

Total long-term debt $ 99,757 $ 102,088

Q)

(B)

©

Due in 2013, 2014, 2015, 2016 and 2018; collatezdlby various assets including mortgage-backeats|oa
available-for-sale securities and cash equivalenéding $172,452,000 at December 31, 2010. Therest
rates on the advances range from 0.37% to 4.26%derBl Home Loan Bank advance availability is
determined quarterly and at December 31, 2010,0appately $25,187,000 was available. Advances are
made at the discretion of the Federal Home LoarkB®&T opeka.

In the third quarter of 2010, the Company repaid,$@0,000 of FHLB advances by rolling the net pnése
value of the advances being repaid into the fundiogt of $42,500,000 of new advances. A $2,569,000
penalty was associated with paying off the origiRldLB advances which is amortized as an adjustmgnt
interest expense over the remaining term of the REWB advances using the straight line method.sThi
transaction reduced the effective interest ratevedbas modified the maturity date on these boings.

Due in 2033; interest only at three month LIBGR3.25% (3.54% at December 31, 2010 and 3.53% at
December 31, 2009) due quarterly; fully and uncoowially guaranteed by the Company on a subordihate
basis to the extent that the funds are held byTthset. BVBC Capital Trust Il issued and sold $D,200

in Capital Securities to third parties and $232,00@ommon Securities to the Company. The Company
may prepay the subordinated debentures beginnir®@8, in whole or in part, at their face valuesplu
accrued interest.

Due in 2035; interest only at three month LIB@RL.60% (1.90% at December 31, 2010 and 1.85% at
December 31, 2009) due quarterly; fully and uncoowially guaranteed by the Company on a subordihate
basis to the extent that the funds are held byl'thet. BVBC Capital Trust Il issued and sold $&00Q,000

in Preferred Securities to third parties and $386,n Common Securities to the Company. Subordihat

to the trust preferred securities (B) due in 20B8e Company may prepay the subordinated debentures
beginning in 2010, in whole or in part, at theicdasalue plus accrued interest.

At the request of the Federal Reserve Bank of KarGigy, quarterly payments are being deferred an th

Company’s outstanding trust preferred securitigdader the governing documents of the BVBC Capitaist Il and
I, the quarterly payments due on April 24, 20€@pugh January 24, 2011 for BVBC Capital Trusamd March
31, 2009 through December 31, 2010 for BVBC Capitaist Ill were deferred. The Company has thetrigh
declare such a deferral for up to 20 consecutivatgtrly periods and deferral may only be declaretbag as the
Company is not then in default under the provisiohthe Amended and Restated Trust Agreement. nguitie
deferral period, interest on the indebtedness ooes to accrue and the unpaid interest is compalnbeaddition,
for BVBC Capital Trust Ill, the Company must alsoccaue additional interest that is equal to the éhngonth
LIBOR rate plus 1.60% during the deferral periddl accrued interest and compounded interest megidd at the
end of the deferral period.

For both BVBC Capital Trust Il and BVBC Capital Ftulll, as long as the deferral period continués, 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 e&Jury (the
“Treasury”), or (i) making any payment on any debturity that is ranked pair passu with the debutisties issued
by the respective trusts. Because the PreferradeShssued under the U.S. Treasury’s Capital RsecRlan (the
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NOTE 11: LONG TERM DEBT (Continued)
“CPP") are subordinate to the trust preferred s@ear 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, 2010 are as follows:

(In thousands)

2011 $ -
2012 -
2013 20,000
2014 7,500
2015 20,000
Thereafter 54,588
102,088

Less: Deferred prepayment penalty on modificatibn

FHLB advances (2,331)
$ 99,757
NOTE 12: INCOME TAXES
The provision for income taxes consists of theofwlhg:
2010 2009 2008
(In thousands)
Taxes currently (refundable) payable $ - $ (@)38 $ (2,601)
Deferred income taxes (1,561) (6,126) (1,223)
$ (1,561) $ (8.514) $ (3.824)

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

2010 2009 2008
(In thousands)

Computed at the statutory rate (34%) $ (1,463) (7,862) $ (4,785)
Increase (decrease) resulting from:

Goodwill impairment - - 1,541

Tax-exempt interest (5) (12) (20)

State income taxes 124 (208) (99)

Other (217) (432) 461
Actual tax provision $ (1,561) $ (8,514) $ (3,824)
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NOTE 12: INCOME TAXES (Continued)
The tax effects of temporary differences relatedeterred taxes shown on the December 31, 201684

consolidated balance sheets are as follows:

2010 2009
(In thousands)
Deferred tax assets:

Allowance for loan losses $ 5,451 $ 7,385
Net Operating Loss from Blue Valley Ban Corp. and

subsidiary 6,169 2,840
Deferred compensation 174 135
Offering costs 200 210
Non-accrual loan interest 75 60

Net Operating Loss carried from Unison Bancorp Inc

and subsidiary acquisition - 77
Other 88 28
12,157 10,735
Deferred tax liabilities:
Accumulated depreciation (346) (385)
FHLBank stock basis (472) (433)
Accumulated appreciation on available-for-
sale securities (20) (69)
Prepaid intangibles (198) a77)
Core Deposit Intangible related to Unison Bancorp
Inc. and subsidiary acquisition (136) (182)
Other (9) (9)
(1,181) (1,255)
Net deferred tax asset $ 10,976 $ 9,480

The Company has unused Federal net operating dosgarwards of $15,101,000, which expires in 203he
Company has unused Kansas Privilege Tax net opgrhtss carryforwards of $26,620,000 which expieéneen
2018 and 2020.

NOTE 13: REGULATORY MATTERS

The Company and the Bank are subject to variouslagyy capital requirements administered by feddieamking
agencies. Failure to meet minimum capital requéets can initiate certain mandatory and possiblyitechal
discretionary actions by regulators that, if undken, could have a direct material effect on thengany’'s
financial statements. Under capital adequacy ¢jniele and the regulatory framework for prompt cotire action,
the Company and the Bank must meet specific capiidelines that involve quantitative measures sdets,
liabilities and certain off-balance sheet itemscasculated under regulatory accounting practicdse Tapital
amounts and classification are also subject toitgtiae judgments by the regulators about companerisk
weightings and other factors.

Quantitative measures established by regulaticensure capital adequacy require the Company anBah&
to maintain minimum amounts and ratios (set fortlihie table below) of total and Tier | capital tskrweighted
assets and of Tier | capital to average assetsnaljement believes, as of December 31, 2010 and, 2089the
Company and the Bank meet all capital adequacyinegents to which they are subject.

As of December 31, 2010, the Bank had capital iceex of regulatory requirements for a well capzéali
institution. To be categorized as well capitalizék 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, 2010
that management believes have changed the Ban&isqmo
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The Company and the Bank’s actual capital amourdsratios 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, 2010:

Total Capital
(to Risk Weighted Assets)

Consolidated $ 73,320 12.66% $ 46,347 8.00% N/A

Bank Only $ 76,034 13.15% $ 46,260 8.00% 57825 10.00%
Tier 1 Capital
(to Risk Weighted Assets)

Consolidated $ 65,986 11.39% $ 23,173 4.00% A N/

Bank Only $ 68,722 11.88% $ 23,130 4.00% 4$%635 6.00%
Tier 1 Capital
(to Average Assets)

Consolidated $ 65,986 9.04% $ 29,213 4.00% N/A

Bank Only $ 68,722 9.41% $ 29,215 4.00% %88 5.00%

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% 626484 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% 858 5.00%

The Company and Bank are subject to certain réistn on the amounts of dividends that it may decla
without prior regulatory approval. At December 2010, any dividend declaration would require ratpdy
approval.

F-32



BLUE VALLEY BAN CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010, 2009 AND 2008
NOTE 13: REGULATORY MATTERS (Continued)
Preferred Stock and Warrants

On December 5, 2008, the Company issued and solihetoUnited States Department of Treasury (the
“Treasury”) 21,750 shares of Fixed Rate Cumulakiegpetual Preferred Stock (the “Preferred Sharesdhg 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 participationirtitutions, to stabilize the financial systenmdato increase
lending for the benefit of the U.S. economy. Imgection with the transaction, the Company entéreuda letter
agreement with the Treasury which includes a SeesrPurchase Agreement-Standard Terms (the “SPABe
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 finree years
after the transaction, the Company may not reddemPreferred Shares except in conjunction with alifiged
equity offering meeting certain requirements. Dgrihe time that the Preferred Shares are outstgndinumber of
restrictions apply to the Company, including, amottgers:

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 eiiddn an amount greater than the amount of the las
quarterly cash dividend per share declared priddd¢tober 14, 2008, or repurchase common stock har 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
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 isamoévent of default. However, a failure to paptaltof six
Preferred Share dividends, whether or not consesugiives the holders of the Preferred Sharesigfni 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 sdiesiy, Bank of Blue Valley, and each of its senior
executive officers agreed to limit certain comp¢iosa 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 egtian 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 orefiesnthat are required to comply with Section 1) 1gf
EESA.

The Company'’s preferred stock qualifies as Tieaftital in accordance with regulatory capital reguients.
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The Warrant is exercisable immediately and exgitéen years. The Warrant has anti-dilution proters and
certain other protections for the holder, as wall ppotential registration rights upon written requgsm the
Treasury. If requested by the Treasury, the Wai(amd the underlying common stock) may need téisbed on a
national securities exchange. The Treasury hasedgrot to exercise voting rights with respectammon shares it
may acquire upon exercise of the Warrant. The nurabeommon shares covered by the Warrant coule leeen
reduced by up to one-half if the Company completed equity offering meeting certain requirements by
December 31, 2009. If the Preferred Shares arecmeel@ in whole, the Company has the right to puectas
common shares held by the Treasury at their farketavalue at that time.

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 Bamisition
on the past due loans, classified loans, and ot@restate owned; review and revise its allowdoncdoan and
lease loss methodology and maintain an adequatevaaiice for loan loss; maintain sufficient capital the
Company and Bank level; and improve the Bank’s iegsmand overall condition. The Company and Baakeh
also agreed not to increase or guarantee any gdefithase or redeem any shares of stock or dectapayoany
dividends without prior written approval from theederal Reserve Bank. The Company and the Bank have
complied will all items in the agreement.

At the request of the Federal Reserve Bank of Ka@ty, the Company notified the United States Depent of
the Treasury (the “Treasury”) of its intention tefer the quarterly dividend payments on the PreteBhares due to
the Treasury since May 15, 2009. The dividend payndue on August 15, 2010 was the sixth divideaghpent
deferred by the Company. As part of the CapitacRase Plan, the Company entered into a lettereagat with
the Treasury on December 5, 2008, which includgsauirities Purchase Agreement-Standard Terms.aAopthe
agreement, dividends compound if they accrue aadhar paid. Failure by the Company to pay thed?refl Share
dividend is not an event of default. However, ifufa to pay a total of six Preferred Share dividienvhether or not
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. At this titthe, Treasury has
not elected any directors to serve on the CompaBgard of Directors; however, beginning in NovemBedi0 the
Treasury assigned an observer to attend the Corigppdmard meetings. The Company has accrued for the
dividends and interest and has every intentiorritiglthe obligation current as soon as permittéd.of December
31, 2010, the Company had accrued $1,988,000 éodithdends and interest on outstanding Prefertedes.
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At December 31, 2010 and 2009, the Company hadsloatstanding to executive officers, directors &md

companies in which the Bank’s executive officerslivectors were principal owners, in the amount$2,549,000
and $22,387,000, respectively. Related party &retitns for 2010 and 2009 were as follows:

2010 2009
(In thousands)
Balance, beginning of year $ 22,387 $ 28,692
New loans and advances 9,450 17,668
Repayments and reclassifications (11,288) (23,973)
Balance, end of year $ 20,549 $ 22,387

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.

Deposits from executive officers and directors h@jdthe Company at December 31, 2010, and 2008:tbta
$5,997,000 and $5,443,000, respectively.

NOTE 15: PROFIT SHARING AND 401(K) PLANS

The Company'’s profit sharing and 401(k) plans caudrstantially all employees. Contributions to piefit
sharing plan are determined annually by the Boafdiectors, and participant interests are vesteer @ five-year
period. The Company did not make a contributionihi® profit sharing plan during 2010, 2009 and 2008e
Company’s 401(k) plan permits participants to madamtributions by salary reduction, based on whibh t
Company matches a ratable portion. The Company'schimy contributions to the 401(k) plan are vested
immediately. The Company’s matching contributioharged to expense for 2010, 2009 and 2008 were,$282
$302,000 and $312,000, 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 direstdb® forms of stock options, restricted sharedaferred 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, 2010, the Company had 134Bates
available to be granted (options granted prior 8L were subject to an earlier plan with similamntsg). 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 2010, 2009 and 2008, the Company grantestock options, but did grant 28,841, 60,350 and a®,
shares of restricted common stock, respectivelgcifents of the restricted stock grant who are leyges fully
vest in the stock after three years from the dditéhe grant. Recipients of the restricted stoc&ngrwho are
directors vested immediately in 2010 and 2009 dtedt ane year from the date of the grant in prieans. The non
vested shares were 49,308, 61,750, and 21,100 Bsa&gmber 31, 2010, 2009 and 2008, respectivelye dost
basis of the restricted shares granted, equaledain value of the Company’s stock on the datgrait, will be
amortized to compensation expense ratably overafiicable vesting period. The amount of unrecogphi
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NOTE 16: EQUITY INCENTIVE COMPENSATION (Continued)

compensation costs was $264,000, $650,000, and #ZX®a&s of December 31, 2010, 2009, and 2008, ctgply.
During 2010, 2009 and 2008, 834, 5,300 and 70Qeshatrrestricted stock were forfeited, respectively

A summary of the status of option shares undemptae at December 31, 2010, 2009 and 2008, and esang
during the years then ended, is presented below:

2010 2009 2008

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding, beginning of year 33,875 $ 20.51 51,225 $ 20.38 66,325 $ 19.73
Exercised - - - - (15,100) 17.56
Forfeited 9,500 16.50 17,350 20.12 - -
Outstanding, end of year 24,375 $ 22.07 33,875 $ 2051 51,225 $ 20.38
Intrinsic value of shares exercised $ - $ - $ 162,826
Options exercisable, end of year 24375  $ 22.07 33,875 $ 20.51 51,225 $ 20.38

The weighted-average remaining contractual lifeopfion shares at December 31, 2010 was 1.42 years.
Exercise prices ranged from $19.50 to $25.00. mm&iion about options outstanding and exercisablefas

December 31, 2010 is set forth in the followingléab

Options Outstanding and Exercisable
Exercise Number Outstanding and Weighted Average Remaining Weighted Average

Price Exercisable at 12/31/10 Contractual Life Exercise Price
$19.50 13,000 1 vyear $19.50
$25.00 11,375 2 years $25.00

24,375

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, exbege who
are 5% or greater shareholders of the Company. pthehase price for shares under the plan is detethby 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, whicheverisdr, for the plan year beginning in February 20@xpense
associated with the plan recognized in 2010, 208® 2008 was approximately $3,000, $7,000 and $10,00
respectively. Information about employee stockchase plan activity as of December 31, 2010, 20@02908 is

set forth in the following table.

Employee Stock Purchase Plan Activity

Plan year ending January Shares purchased Purehiase
2010 3,465 $ 8.71
2009 2,495 $21.25
2008 3,587 $27.20
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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, wifth remaining $800,000 payable by August 30, 2@B the
option to extend the payable date through August2Bd2. The $800,000 was received in October 20Ibe
$800,000 was considered fair value and was recedris a gain contingency in 2008 in accordance AB8 450,
which requires the recognition of a recovery whealdization of the recovery is deemed probable thescontingent
portion of the settlement was collateralized by praperty legally owned by the individual, managsrmdeemed
the ultimate recovery of the settlement as probabl&erefore, an $800,000 miscellaneous receivalale also
recorded at the time of settlement and the funde weceived in October 2010.

NOTE 19: OTHER INCOME/EXPENSE

Other income consists of the following:

2010 2009 2008
(In thousands)
Rental income $ 264 $ 377 $ 433
Realized gain on foreclosed assets 434 730 9 14
Other income 447 557 428
Total $ 1,145 $ 1,664 $ 1,010
Other operating expenses consist of the following:
2010 2009 2008
(In thousands)
Foreclosure expenses $ 2,708 $ 3,862 $ 944
FDIC assessments 2,076 2,267 482
Professional fees 1,520 1,297 1,096
Data processing 1,278 1,318 1,178
ATM and network fees 603 550 414
Loan processing fees 308 346 446
Advertising 190 172 717
Other expense 2,575 2,946 3,027
Total $ 11,258 $ 12,758 $ 8,304
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NOTE 20: FAIR VALUE OPTION

The Company elected to addftie Fair Value Option for Financial Assets and Final Liabilities — including
an Amendment of FASB Statement No. ttfich was subsequently incorporated into FASB Aedimg Standards
Codification in Topic 825, for mortgage loans hédd sale originated after April 1, 2009 his standard permits an
entity to choose to measure many financial instmthand certain other items at fair value. Antgniiill report
unrealized gains and losses on items for whichfalvevalue option has been elected in earningsaaeh @eporting
date.

In accordance with ASC 825, the Company has eldotedeasure loans held for sale at fair value. nsdzeld
for sale is made up entirely of mortgage loans Hetdimmediate sale in the secondary market wittvising
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 i@ phdod of time (typically 30 to 60 days). Itnisanagement’s
opinion given the short-term nature of these lo&nat fair value provides a reasonable measurée®tonomic
value of these assets. In addition, carrying saahs at fair value eliminates some measure oftiibJecreated 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 a loss of $144,000 at December 31, 20d0&ah1,000 at December 31, 2009. Losses fromvédire
changes included in loans held for sale fee incosae $33,000 for the year ended December 31, 20d$&h1,000
for the year ended December 31, 2009. Intereshiiecon loans held for sale is included in inteaest fees on loan
in the Company'’s consolidated statement of oparaticSee Note 21 for additional disclosures regaréair value
of mortgage loans held for sale.

NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES

ASC Topic 820Fair Value Measurementslefines fair value as the price that would beinexd to sell an asset
or paid to transfer a liability in an orderly traicsion between market participants at the measuredse. The fair
value hierarchy requires an entity to maximize ule of observable inputs and minimize the use observable
inputs when measuring fair value. There are theeels of inputs that may be used to measure &irer

Level 1 Quoted prices in active markets for identical assetiabilities

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

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

Following is a description of the valuation methtmdpes 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 arvaatiarket, securities are classified within Levebflthe
valuation hierarchy. Level 1 securities includeleange 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 certaiescabtere
Level 1 or Level 2 inputs are not available, se@siare classified within Level 3 of the hierar@nd include other
less liquid securities.
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NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

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.

Commitments to Originate L oans and Forward Sales Commitments

Commitments to originate loans and forward salemrndments 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 loafihese measurements are significant unobservajles and are
classified as Level 3 within the hierarchy.
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NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES (Continued)
The following table presents the fair value measanets of assets and liabilities recognized in tbenGany’s

condensed consolidated balance sheet and the Vetheh the fair value hierarchy in which the faialue
measurements fall at December 31, 2010 and 2009:

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, 2010:

Assets:
Available-for-sale securities:
U.S. Government sponsored agencies $ 63,03 - $ 63,039 $ -
Equity and other securities 601 601 - -
Mortgage loans held for sale 8,162 - 8,162 -
Commitments to originate loans 1 - - 1
Forward sales commitments 372 - - 372
Total assets $ 72,175 $ 601 $ 71,201 $ 373
Liabilities:
Commitments to originate loans $ 9% - $ - $ 9
Forward sales commitments - - - -
Total liabilities $ 9 $ - $ - $ 9
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 $ - $ - $ 47
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NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

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 changes in fair value:

Included in net income (loss) (47) 283
Balance as of December 31, 2009 $ 47) $ 283
Balance as of December 31, 2009 $ (47) $ 283
Total changes in fair value:

Included in net income (loss) 39 89
Balance as of December 31, 2010 $ 8 $ 372

Following is a description of the valuation methlmdges 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 withindle3 of the fair
value hierarchy when impairment is determined u#iegfair value method.

Foreclosed Assets Held for Sale

Foreclosed assets held for sale are carried affaihevalue less costs to sell at the date of fawale,
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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NOTE 21: DISCLOSURES ABOUT FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

The following table presents the fair value measignets of assets and liabilities measured at fdirevan a
non-recurring basis at December 31, 2010 and 2009:

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, 2010:

Impaired loans, net of reserves $ 26,106 % - $ - $ 26,106

Foreclosed assets held for sale, net 3,360 - - 3,360
$ 29466 $ - $ - $ 29,466

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

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 discounthmg future cash flows using the market rates athvkimilar
loans would be made to borrowers with similar dredtings 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 approtertieeir fair value.

Deposits

The fair value of demand deposits, savings accoIN@V accounts and certain money market depositseis
amount payable on demand at the reporting date tfi@r carrying amount). The fair value of fixeghturity time
deposits is estimated using a discounted cashdbdoulation that applies the rates currently offiefer 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 lettersiEdit and lines of credit are based on fees ctiyreharged for
similar agreements or on the estimated cost toitetm 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, 2010 and 2009.

2010 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets: (In thousands)
Cash and cash equivalents $ 114,781 $ 114,781 $6,984 $ 96,984
Loans, net of allowance for loan losses 477,723 478,926 534,111 536,973
Federal Home Loan Bank stock, Federal Reserve
Bank stock, and other securities 7,163 7,163 7,059 7,059
Interest receivable 1,783 1,783 2,303 2,30
Financial liabilities:
Deposits 541,218 543,832 590,110 593,345
Securities sold under agreement to repurchase
and other interest-bearing liabilities 18,748 18,748 16,120 16,120
Long-term debt 99,757 90,880 102,088 95,76
Interest payable 2,689 2,689 2,698 2,698

Unrecognized financial instruments
(net of amortization):
Commitments to extend credit - - -
Letters of credit - - -
Lines of credit - - -
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NOTE 22: 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. Bhaek also
purchases indirect leases from various leasing emmp throughout Kansas and Missouri.

Commitments to extend credit are agreements to fera customer as long as there is no violatiommrof
condition established in the contract. Commitmeggserally have fixed expiration dates or othemteation
clauses and may require a payment of a fee. Simartion 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-cass.bd$ie amount of collateral obtained, if deemedessary, is
based on management's credit evaluation of the tegpaaty. Collateral held varies, but may incluaxounts
receivable, inventory, property, plant and equipth@mmercial real estate and residential realtestaAt
December 31, 2010 and 2009, the Company had odistarcommitments to originate loans aggregating
approximately $6,081,000 and $22,712,000, respadgtivThe commitments extend over varying periofiime
with the majority being disbursed within a one-ypariod.

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&be to investors in the secondary market. Forwardmitments
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 loans in the process of originaiorounted to $1,688,000 and $4,102,000 and mortgages
held for sale amounted to $8,162,000 and $8,75220@&cember 31, 2010 and 2009, respectively. Eefarward
commitments to sell mortgage loans amounted tocqpately $9,850,000 and $12,854,000 at Decembge@10
and 2009, respectively. Mortgage loans in the ggef origination represent commitments to origidaans 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, bondnfimy and similar transactions. The credit riskolved in
issuing letters of credit is essentially the samé¢hat involved in extending loans to customerie Tompany had
total outstanding letters of credit amounting to,888,000 and $5,280,000 at December 31, 2010 and, 20
respectively.

Lines of credit are agreements to lend to a cust@méong as there is no violation of any condigatablished
in the contract. Lines of credit generally havefl expiration dates. Since a portion of the lirey expire without
being drawn upon, the total unused lines do noesearily represent future cash requirements. Eastomer’s
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 tegparty. Collateral held varies, but may includeaints
receivable, inventory, property, plant and equipthecommercial real estate and residential real t@sta
Management uses the same credit policies in grtfities of credit as it does for on-balance shegtriments. At
December 31, 2010 and 2009, unused lines of claatitowings aggregated approximately $149,587,008 an
$112,043,000, respectively.

The current economic environment presents finaniciatitutions 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. Tihancial statements have been prepared using vadunel
information currently available to the Company.
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NOTE 22: COMMITMENTS, CREDIT RISKS AND CURRENT ECO NOMIC CONDITIONS (Continued)

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 requisamts and

maintain sufficient liquidity.

NOTE 23: LEGAL CONTINGENCIES

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

NOTE 24: SELECTED QUARTERLY FINANCIAL DATA (Unaudi ted)

The following table presents the unaudited resaftoperations for the past two years by quarteree S

discussion on earnings per share in "Note 1:

Policies" in the Company's Consolidated FinanctateSnents.

NMatfr Operations and Summary of Significant Accaumti

2010 2009
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
(In thousands, except per share data)
Interest income $ 7277 7653 $ 7,717 $ 7,656 $ 8470 $ 8,838 9,274 $ 9,720
Interest expense 2,966 3,473 3,909 4,015 4,125 4,438 4,716 4,708
Net interest income 4,311 4,180 3,808 3,641 4,345 4,392 4,558 5,012
Provision for loan losses 1,645 - 1,200 250 2,500 6,210 - 12925
Net interest income (loss) after
provision for loan losses 2,666 4,180 2,608 3,391 1,845 (1,818) 4,558 (7,913)
Non-interest income 2,299 2,231 1,631 1,573 1,626 1,819 2,453 1,801
Realized gains on available-for
sale securities 448 342 95 - - - - 346
Non-interest expense 7,047 6,141 6,226 6,353 7,494 6,601 6,687 7,059
Income (loss) before income
taxes (1,631 612 (1,892) (1,389) (4,023) (6,600) 324 (12,825)
Provision (benefit) for income taxes (595) 230 (680) (516) (1,481) _ (2,433 118 _ (4,720)
Net income (loss) (1,039) 382 _ (1,212) (873) (2,542) _ (4.169) 206 _ (8,105)
Dividends on preferred shares 289 272 272 272 290 272 271 212
Net income (loss) available to
common shareholders $(1,328 110_$(1.,484) % (1,145) _$ (2,832)_$(4.441)$% (65) % (8,317)
Net Income (loss) per Share Data
Basic $ 04y $ 004 % (054) % (041) $ (1.03 $ (160 $ (0.02) $ (3.02)
Diluted $ 047 $ 0049% (059 $ (04) $ (103 $ (161 $ (0.02)$ (3.02)

Balance Sheet
Total assets
Total loans, net
Stockholders' equity

$723,108755,362 $818,275 $844,228
477,723 483,165 498,238 507,910
57,164 58,786 58,786 59,583

$773,967 $825,85$811,333 $843,559
534,111  560,880585,474 610,404
60,603 63,519 67,858 67,908

The above unaudited financial information refleats adjustments that are, in the opinion of managem
necessary to present a fair statement of the seslutiperations for the interim periods presented.
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NOTE 25: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

ASSETS
Cash and cash equivalents

Investments in subsidiaries:

Bank of Blue Valley

BVBC Capital Trust Il

BVBC Capital Trust Ill
Other assets

Total Assets

LIABILITIES
Subordinated debentures
Other liabilities
Total Liabilities

STOCKHOLDERS’ EQUITY
Preferred Stock
Common stock
Additional paid-in capital
Retained earnings

Accumulated other comprehensive income, net ofriretax of $20 and $69 at
2010 and 2009, respectively
Total Stockholders’ Equity

Condensed Balance Sheets
December 31, 2010 and 2009

Total Liabilities and Stockholders’ Equity
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2010 2009
(In thousands)

$ 842 $ 899
77,703 79,573
232 232

356 356

1,214 797

$ 80,347 $ 81,857
$ 19,588 $ 19,588
3,595 1,666
23,183 21,254

22 22

2,843 2,818
38,431 37,975
15,838 19,685

- 30 103
__ 57,164 __ 60,603
_$ 804 $ 81857
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NOTE 25: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

(Continued)

Condensed Statements of Income

Years Ended December 31, 2010, 2009 and 2008

Income
Dividends from subsidiaries
Other income

Expenses

Loss before income taxes and equity in undistridutet loss of
subsidiaries

Income tax (benefit)

Loss before equity in undistributed net loss ofsidilaries
Equity in undistributed net loss of subsidiaries

Net loss

F-47

2010

$ -
20
20

1,496

(1,476)
(531)

(945)
(1,797)

$  (2.742)

2009
(In thousands)

$ 700
20
720

1,336

(616)
(474)

(142)
(14,468)

$ (14,610)

2008

$ 654

654

2,541

(1,887)
(1.117)

(770)
(9,481)

$ (10,251)
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NOTE 25: CONDENSED FINANCIAL INFORMATION (PARENT C OMPANY ONLY)

(Continued)

Condensed Statements of Cash Flows
Years Ended December 31, 2010, 2009 and 2008

OPERATING ACTIVITIES

Net loss

Items not requiring (providing) cash:
Deferred income taxes
Equity in undistributed net loss of subsidiaries
Restricted stock earned

Changes in:
Other assets
Other liabilities

INVESTING ACTIVITIES
Capital contributed to subsidiary
Net cash used in investing activities

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 Employee
Stock Purchase Plan (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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2010

$ (2,742

(417)

1,797

428

842
Net cash provided by (used in) operating activities (92)

35
35
(67)

899

$ 842

2009
(In thousands)
$ (14,610)
(29)
14,468
287
(243)

696
569

(4,000)
(4,000)

(212)

62
(150)

(3,581)
4,480

$ 899

2008

$ (10,251)
46

9,481
309

(207)

(308)
(930)

(19,578)
(19.578)

(17,781)
15,000
(878)

753

5,201

435
23,727

3,219
1,261

$ 4,480



