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Part I. Financial Information

Item 1. Financial Statements

Report of Independent Registered Public Accounting Firm

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

We have reviewed the accompanying condensed cdasedi balance sheet of Blue Valley Ban Corp.
as of September 30, 2007, and the related condenssolidated statements of income for the three-
month and nine-month periods ended September 37, 20d 2006 and the condensed consolidated
statements of stockholders' equity and cash flawgHe nine-month periods ended September 30,
2007 and 2006. These interim financial statemerts the responsibility of the Company's
management.

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

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

We have previously audited, in accordance withdtamdards of the Public Company Accounting
Oversight Board (United States), the consolidateldrre sheet as of December 31, 2006 and the
related consolidated statements of income, stodeins| equity and cash flows for the year then
ended (not presented herein), and in our repoddditarch 21, 2007 we expressed an unqualified
opinion on those consolidated financial statemeritsour opinion, the information set forth in the
accompanying condensed consolidated balance sheétlecember 31, 2006 is fairly stated, in all
material respects, in relation to the consoliddét@ldnce sheet from which it has been derived.

/s/BKD, LLP

Kansas City, Missouri
November 12, 2007



Blue Valley Ban Corp.
Condensed Consolidated Balance Sheets

September 30, 2007 and December 31, 2006
(dollars in thousands, except share data)

Assets
September 30, December 31,
2007 2006
(Unaudited)
Cash and due from banks $ 17,077 $ 21,499
Interest-bearing deposits in other financial ingittns 347 356
Federal funds sold 19,647 5,375
Cash and cash equivalents 37,071 27,230

Available-for-sale securities 92,590 87,206
Mortgage loans held for sale 4,691 21,805
Loans, net of allowance for loan losses of $7,361

and $6,106 in 2007 and 2006, respectively 554,161 522,409
Premises and equipment, net 19,089 17,953
Foreclosed assets held for sale, net 756 717
Interest receivable 5,654 4,200
Deferred income taxes 1,308 2,276
Prepaid expenses and other assets 2,136 1,305
Federal Home Loan Bank stock, Federal Reserve Bk,

and other securities 6,977 6,447
Goodwill 4,821 -
Core deposit intangible asset, at amortized cost 1,195 671

Total assets $ 730,449 $ 692,219

See Accompanying Notes to Condensed Consolidated Financial Statements
and Report of Independent Registered Public Accounting Firm 4



Blue Valley Ban Corp.
Condensed Consolidated Balance Sheets

September 30, 2007 and December 31, 2006
(dollars in thousands, except share data)

Liabilities and Stockholders' Equity
September 30, December 31,

2007 2006
(Unaudited)
Liabilities
Deposits
Demand 93,045 $ 94,823
Savings, NOW and money market 201,099 156,069
Time 254,420 284,972
Total deposits 548,564 535,864
Other interest-bearing liabilities 37,569 2855
Long-term debt 81,187 67,019
Interest payable and other liabilities 4,341 5,958
Total liabilities 671,661 638,399
Stockholders’ Equity
Capital stock
Common stock, par value $1 per share;
authorized 15,000,000 shares; issued and outstandin
2007 — 2,439,448 shares; 2006 — 2,409,490 shares 2,439 2,409
Additional paid-in capital 10,224 9,561
Retained earnings 45,792 41,982
Accumulated other comprehensive income (loss)phigtcome
taxes of $222 in 2007 and $(88) in 2006 333 (132
Total stockholders’ equity 58,788 53,820
Total liabilities and stockholders’ equity 7304 $ 692,219

See Accompanying Notes to Condensed Consolidated Financial Statements
and Report of Independent Registered Public Accounting Firm




Blue Valley Ban Corp.
Condensed Consolidated Statements of Income

Three and Nine Months Ended September 30, 2007 and 2006
(dollars in thousands, except share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Interest Income
Interest and fees on loans $ 11,716  $ 11621 $ 5713 $ 32,832
Federal funds sold and other short-term investments 256 66 499 104
Available-for-sale securities 1,171 960 3,290 3,069
Total interest income 13,143 12,647 39,504 36,005
Interest Expense
Interest-bearing demand deposits 193 22 447 71
Savings and money market deposit accounts 1,758 1,180 4,870 3,274
Other time deposits 3,377 2,928 9,951 8,031
Federal funds purchased and other interest-bearing
liabilities 296 288 923 718
Short-term debt 1 21 72 315
Long-term debt, net 1,109 942 3,022 2,893
Total interest expense 6,734 5,381 19,285 15,302
Net Interest Income 6,409 7,266 20,219 20,703
Provision for Loan Losses 590 540 990 1,205
Net Interest Income After Provision for Loan Losse 5,819 6,726 19,229 19,498
Noninterest Income
Loans held for sale fee income 701 1,341 2,61 3,669
Service fees 762 664 2,154 1,848
Other income 298 359 797 1,018
Total noninterest income 1,761 2,364 5,564 6,535
Noninterest Expense
Salaries and employee benefits 3,196 3,546 ,6610 11,165
Net occupancy expense 839 770 2,373 2,281
Other operating expense 1,813 1,564 5,709 4,834
Total noninterest expense 5,848 5,880 18,743 18,280
Income Before Income Taxes 1,732 3,210 6,050 7,753
Provision for Income Taxes 646 1,219 2,240 2,929
Net Income $ 1,086 $ 1,991 $ 3,810 $ 4,824
Basic Earnings Per Share $0.45 $0.84 $1.58 $2.04
Diluted Earnings Per Share $0.44 50.83 $1.56 $2.01

See Accompanying Notes to Condensed Consolidated Financial Statements

and Report of Independent Registered Public Accounting Firm 6



Balance, December 31, 2005

Issuance of 27,023 shares of
common stock

Net income

Restricted stock earned, net of
forfeitures

Reclassification of unearned
compensation in accordance
with adoption of SFAS No.
123R

Change in derivative financial
instrument, net of income taxes
of $48

Change in unrealized depreciation
on available-for-sale securities,
net of income taxes of $86

Balance, September 30, 2006
Balance, December 31, 2006

Issuance of 30 shares of
common stock

Issuance of 11,575 shares of
restricted stock, net of
forfeiture

Issuance of 13,825 shares of
common stock through stock
options exercised

Issuance of 4,558 shares common
stock for the employee stock
purchase plan

Net income

Change in derivative financial
instrument, net of income taxes
(credit) of $(26)

Change in unrealized depreciation
on available-for-sale securities,
net of income taxes of $336

Balance, September 30, 2007

Blue Valley Ban Corp.
Condensed Consolidated Statements of Stockholders’ Equity
Nine Months Ended September 30, 2007 and 2006

(dollars in thousands, except share data)

Accumulated

Additional Other
Comprehensive Common Paid-In Retained Unearned  Comprehensive
Income Stock Capital Earnings  Compensation Income (L0sS) Total
$ 2,382 $ 9,212 $  35782% (648) $ (473) $ 46,255
27 516 - - - 543

$ 4,824 - - 4,824 - - 4,824
- - 372 - - - 372

- - (648) - 648 - -

72 - - - - 72 72

129 - - - - 129 129

$ 5,025
$ 2,409 $ 9452 $ 40,606 $ - % 273 % 52,195
$ 2,409 $ 9,561 $ 41,982 $ - % (133 $ 53,820
1 6 - - - 7

11 252 - - - 263
14 293 - - - 307
4 112 - - - 116
$ 3,810 - - 3,810 - - 3,810
(38) - - - - (38) (38)

503 - - - - 503 503

$ 4275
$ 2439 % 10,224 $ 45,792 $ - % 333 % 58,788
See Accompanying Notes to Condensed Consolidated Financial Statements
7

and Report of Independent Registered Public Accounting Firm



Blue Valley Ban Corp.
Condensed Consolidated Statements of Cash Flows

Nine Months Ended September 30, 2007 and 2006

(dollars in thousands, except share data)
September 30, 2007 September 30, 2006

and Report of Independent Registered Public Accounting Firm

(Unaudited) (Unaudited)
Cash Flows From Operating Activities
Net income $ 3,810 $ 4,824
Adjustments to reconcile net income to net casi flo
From operating activities:
Depreciation and amortization 1,174 1,093
Accretion of premiums on securities (30) (72)
Provision for loan losses 990 1,205
Provision for other real estate 5 -
Deferred income taxes 271 111
Stock dividends on FHLB securities (198) (210)
Net (gain) loss on sale of foreclosed assets 97 (29)
Net gain on sale of premises and equipment - 6
Restricted stock earned and forfeited 264 372
Compensation expense related to the employee ptockase
plan 15 10
Originations of loans held for sale (146,073) (246,932)
Proceeds from the sale of loans held for sale 1853 239,047
Changes in
Interest receivable (1,265) (952)
Prepaid expenses and other assets (260) 3,478
Interest payable and other liabilities (1,876 (4,377
Net cash provided by (used in) operating activities 20,611 (2,426
Cash Flows From Investing Activities
Net originations of loans (4,739) (33,410)
Purchase of premises and equipment (606) (418)
Proceeds from the sale of foreclosed assets, reetpeinses 1,074 838
Purchases of available-for-sale securities (32,97 (5,998)
Proceeds from maturities of available-for-sale sées 30,050 20,110
Purchases of Federal Home Loan Bank stock, FeBesdrve Bank

stock, and other securities (314) -
Proceeds from the redemption of Federal Home LaamkBtock,

Federal Reserve Bank stock, and other securities 686 2,319
Sale of Western National Bank charter and othestass 392 -
Purchase of Unison Bancorp, Inc. and subsidiaypheash received (6,255) -
Proceeds from other investing activities 123 -

Net cash used in investing activities (12660 (16,559
Cash Flows From Financing Activities
Net increase (decrease) in demand deposits, moaggetnNOW

and savings accounts 15,273 (26,575)
Net increase (decrease) in time deposits (33,814) 27,246
Repayments of long-term debt (1,482) (10,813)
Proceeds from long-term debt 15,000 -
Dividends paid on common stock (723) (596)
Net proceeds (payments) from other financing ativi 429 543
Net increase in other borrowings 7,107 4,462

Net cash provided by (used in) financing activities 1,790 (5,733)
See Accompanying Notes to Condensed Consolidated Financial Statements
8



Blue Valley Ban Corp.
Condensed Consolidated Statements of Cash Flows
Nine Months Ended September 30, 2007 and 2006

(dollars in thousands, except share data)

Increase (decrease) in Cash and Cash Equivalents 9,841 (24,718)
Cash and Cash Equivalents, Beginning of Period 27,230 40,057
Cash and Cash Equivalents, End of Period $ 37,071 $ 15,339

Supplemental Cash Flows Information

The Company purchased Unison Bancorp, Inc. arslltsidiary, Western National Bank, Lenexa, Kansas
for a premium of $5,531,000. In conjunction witlistacquisition, liabilities were assumed as foow

Fair value of assets acquired $ 39,923,000
Less cash paid (net of cash received) 6,255,000
Liabilities assumed $ 33,668,000

See Accompanying Notes to Condensed Consolidated Financial Statements
and Report of Independent Registered Public Accounting Firm 9



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement s
Nine Months Ended September 30, 2007 and 2006
(Unaudited)

Note 1: Basis of Presentation

In the opinion of management, the accompanying ditedi condensed consolidated financial
statements contain all adjustments necessary tgemprefairly the Company's condensed
consolidated financial position as of September2B0,7, and the condensed consolidated results of
its operations, changes in stockholders' equitycasth flows for the periods ended September 30,
2007 and 2006, and are of a normal recurring natliree condensed consolidated balance sheet of
the Company, as of December 31, 2006, has beevedeiriom the audited consolidated balance
sheet of the Company as of that date.

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

statements prepared in accordance with accountimgiples generally accepted in the United

States of America have been omitted. These cordersnsolidated financial statements should
be read in conjunction with the consolidated finahstatements and notes thereto included in the
Company's December 31, 2006 Form 10-K filed wite 8ecurities and Exchange Commission.
The results of operations for the period are noessarily indicative of the results to be expected
for the full year.

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

Note 2: New Accounting Pronouncements

In June 2006, the FASB issued Interpretation NgA¢counting for Uncertainty in Income Taxes
— an interpretation of SFAS No. 1@BIN 48). FIN 48 prescribes a recognition thredhahd
measurement attribute for the financial statemenbgnition and measurement of a tax position
taken or expected to be taken in a tax return. ifberpretation also provides guidance on
derecognition, classification, interest and peaajtiaccounting in interim periods, disclosure and
transition. FIN 48 is effective for fiscal yearsgo@ning after December 15, 2006. The Company
adopted FIN 48 as of January 1, 2007, and the mmogtad no significant impact on the
Company’s consolidated financial statements. Tlen@ny and subsidiaries file income tax
returns in the U.S. Federal jurisdiction and tretesjurisdictions of Kansas and Missouri. With
few exceptions, the Company is no longer subjett.® Federal or state income tax examinations
by tax authorities for years before 2004.

In September 2006, the FASB issued FASB StatementlBl7,Fair Value Measurementsvhich
provides guidance for using fair value to meassses and liabilities. The statement defines fair
value, establishes a framework for measuring faluer in generally accepted accounting principles,
and expands disclosures about fair value measuteméfASB Statement No. 157 applies under
other accounting pronouncements that require omipdiair value measurements and does not
require any new fair value measurements. Thiestant is effective for financial statements
issued for fiscal years beginning after November 20007. The Company is currently evaluating
the impact, if any, that FASB Statement No. 157 imaye on the Company’s financial statements.
On February 15, 2007, the FASB issued SFAS No. I5@, Fair Value Option for Financial
Assets and Financial LiabilitiesSFAS No. 159 provides an option to report seledteancial

10



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement s
Nine Months Ended September 30, 2007 and 2006
(Unaudited)

assets and liabilities at fair value. The statenertffective as of the beginning of the fiscal yea
for fiscal years beginning after November 15, 20B&rly adoption is permitted provided, among
other things, an entity elects to adopt within tingt 120 days of that fiscal year. The Company
does not anticipate adopting SFAS No. 159 befoeerdlquired implementation date of January 1,
2008. The Company has not yet determined the impBGFAS No. 159 might have on the

consolidated financial statements upon adoption.

Note 3: Stock Based Compensation

Effective January 1, 2006, the Company adoptegtbeisions of SFAS No. 123 (revised 2004).
As a result of adopting SFAS No. 123R on JanuargQD6, the Company did not record any
additional compensation expense, as no stock aphiad been granted in recent years and options
granted were fully vested prior to adoption. Howeven January 1, 2006, the Company
reclassified $648,000 of unearned compensatioteckta previously recognized compensation for
restricted share awards that had not been vestefitlhat date to additional paid-in capital as éhes
awards represent equity awards as defined in SFAS RBR.

Note 4:  Earnings Per Share

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

The computation of per share earnings for the threeth and nine-months ended September 30,
2007 and 2006 is as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(amounts in thousands, except (amounts in thousands, except
share and per share data) share and per share data)
Net income, as reported $ 1,086 1991 $ 3,810 $ 4,824
Average common shares outstanding 2,412,603 2,372,489 2,408,285 2,361,349
Diluted effect of stock options outstanding 309 37,904 29,976 42,057
Average diluted common shares 2,443,533 2,410,393 2,438,261 2,403,406
Basic earnings per share _%$0.45 $0.84 $1.58 $2.04
Diluted earnings per share _$0.44 $0.83 $1.56 $2.01

11



Blue Valley Ban Corp.

Notes to Condensed Consolidated Financial Statement S
Nine Months Ended September 30, 2007 and 2006

Note 5: Short-Term Debt

(Unaudited)

The Company has a $15 million operating line ofltrevith a bank bearing a variable interest rate
of the Federal Funds rate plus 1.63%. The lineredlit is secured by stock in the Company’s
subsidiary bank and matures in May 2008. As ot&aper 30, 2007 and December 31, 2006, the

Company had no outstanding balance on this lirezefit.

Note 6: Long-Term Debt

Long-term debt at September 30, 2007 and December2@06, consisted of the following

components:

Note payable — Blue Valley Ban Corp (A)

Note payable — Blue Valley Building Corp. (B)

Federal Home Loan Bank advances (C)

Subordinated Debentures — BVBC Capital Trust Il (D)
Subordinated Debentures — BVBC Capital Trust 1)l (E

Total long-term debt

September 30, December 31,
2007 2006

(Unaudited)
(in thousands)

$ 2931 $ 3,381
681 6,550

52,500 087,5
7,732 7,732
11,856 11,856
$ 81,187% 67,019

12



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement s
Nine Months Ended September 30, 2007 and 2006
(Unaudited)

(A) Due in December 2012, payable in quarterly instafita of principal plus interest at
Federal Funds rate plus 1.63%; collateralized bsnmon stock of the Company
subsidiary bank. Thinterest rate on this note has been fixed at 5.8§%he use of
swap agreement (see Note 7).

(B) Two notes due in 2017; payable in monthly instafiteetotaling $70,084 includir
interest at 5.19%; collateralized by land, buildingnd assignment of fusurents. Thi
debt is guaranteed by the Company.

(C) Duein 2008, 2011, 2012, 2013, 2015 and 2@b8ateralized by various assets incluc
mortgage-backed loans. The interest rates ondvenaes range from 2.82to 5.682%
Federal Home Loan Bank advance availability is mheiteed quarterly and at September
30, 2007, approximately $48,042,000 was available.

(D) Due in 2033; interest only at LIBOR + 3.25% due rterdy; fully and unconditionall
guaranteed by the Company on a subordinated lmaghe textenthat the funds are he
by the Trust. The Company may prepay the suborgihdebentures beginning in 20
in whole or in part, at their face value plus aectinterest.

(E) Due in 2035; interest only at LIBOR + 1.60% due rtgrdy; fully and unconditionayl
guaranteed by the Company on a subordinated lmagli® textent that the funds are t
by the Trust. Subordinated to the trust prefersedurities (D) due in 2033. T
Company may prepay the subordinated debenturesiiegiin 2010, in whole or
part, at their face value plus accrued interest.

Aggregate annual maturities of long-term debt gt&aber 30, 2007 are as follows:

(in thousands)

October 1 to December 31, 2007 $ 281
2008 11,140
2009 1,169
2010 1,199
2011 8,731
Thereafter 58,667

$ 81,187

13



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement s
Nine Months Ended September 30, 2007 and 2006
(Unaudited)

Note 7: Derivative Financial Instruments

As a strategy to reduce the exposure to the rigthahges in future cash flows due to interest rate
fluctuations, the Company entered into an interatset swap agreement for a portion of its floating
rate debt(see Note 6) The agreement provides for the Company to recaiterest from the
counterparty at an amount which offsets the notgldable rate and to pay interest to the
counterparty at a fixed rate of 5.45% on the nati@mount over the term of the note. Under the
agreement, the Company pays or receives the retesttamount quarterly, with the quarterly
settlements included in interest expense.

Management has designated the interest rate swapragnt as a cash flow hedging instrument.
The hedge was fully effective through September2B@7. A $38,000 unrealized loss has been
recognized as a component of other comprehensieenia (loss).

Note 8: Business Acquisition

On February 16, 2007, the Company acquired 100%ebutstanding common stock of Unison
Bancorp, Inc. (“Unison”) and its subsidiary, West&lational Bank of Lenexa, Kansas (“Western”)
for $10,180,000 in cash and merged Unison intddbmpany. On March 29, 2007, the Company
sold Western to Northland National Bank, Kansasy,CMissouri, and simultaneously the
Company’s subsidiary, Bank of Blue Valley, purclthsiee assets and assumed the liabilities of
Western, with the exception of the bank charter aothe miscellaneous assets and received
$392,000 cash as a net result. As a result ch¢heisition, the Company will have an opportunity
to continue its expansion in Johnson County arglréppresents its first presence in Lenexa. Their
results of operations have been included in theaatated financial statements since February 16,
2007.

The following table summarizes the estimated failugs of the assets acquired and liabilities
assumed at the date of acquisition.

14



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement S
Nine Months Ended September 30, 2007 and 2006

(Unaudited)
(in thousands)

Cash and cash equivalents $ 4,134
Available-for-sale securities 1,594
Loans 29,200
Premises and equipment 1,508
Core deposits intangible 1,000
Western National Bank charter - intangible 325
Goodwill 4,531
Other assets 1,660

Total assets 43,952
Deposits 31,241
Other interest-bearing liabilities 903
Long-term debt 650
Other liabilities 874

Total liabilities assumed 33,668

Net assets acquired $ 10,284

The Company acquired identifiable intangibles whidnsisted of the core deposit base of
$1,000,000, which has a useful life of approximassven years and is being amortized using the
straight-line method and the bank charter, whicls wabsequently sold to Northland National

Bank on March 29, 2007. The $4,531,000 of goodwitiot considered deductible for income tax

purposes.
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Iltem 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results Of Operations

This report contains forward-looking statements hinitthe meaning of Section 21E of the
Securities Exchange Act of 1934, as amended. Tdmap@ny intends such forward-looking
statements to be covered by the safe harbor pongdior forward-looking statements contained in
the Private Securities Litigation Reform Act of 398nd is including this statement for purposes of
those safe harbor provisions. Forward-looking etaents, which are based on certain
assumptions and describe future plans, strategiesexpectations of the Company, can generally
be identified by use of the words "believe," "exfi¢mtend,” "anticipate," "estimate," "project,”
or similar expressions. The Company is unablerédligt the actual results of its future plans or
strategies with certainty. Factors which could ba material adverse effect on the operations
and future prospects of the Company include, betrat limited to, fluctuations in market rates of
interest and loan and deposit pricing; a deteriaoat of general economic conditions or the
demand for housing in the Company's market areadetarioration in the demand for mortgage
financing; legislative or regulatory changes; adserdevelopments in the Company's loan or
investment portfolio; any inability to obtain fundi on favorable terms; the loss of key personnel;
significant increases in competition; and the pblsidilutive effect of potential acquisitions or
expansions. These risks and uncertainties shoelddmsidered in evaluating forward-looking
statements and undue reliance should not be planesiich statements.

General
Critical Accounting Policies

Our critical accounting policies are largely pralsed by accounting principles generally accepted
in the United States of America. After a reviewoof policies, we determined that accounting for
the allowance for loan losses is deemed a cric@ounting policy because of the valuation
techniques used, and the sensitivity of these filahistatement amounts to the methods, as well as
the assumptions and estimates, underlying thatyolccounting for this critical area requires the
most subjective and complex judgments that couldsiligect to revision as new information
becomes available. There have not been any mati@ages in our critical accounting policy
since December 31, 2006. Further description otcdtical accounting policy can be found in our
Annual Report on Form 10-K for the year ended Ddamm31, 2006.

Results of Operations

Three months ended September 30, 2007 and. 28@6 income for the quarter ended September
30, 2007, was $1.1 million, compared to net incoofie$2.0 million for the quarter ended
September 30, 2006, representing a decrease ofGRE)%r 45.45%. Diluted earnings per share
decreased 46.99% to $0.44 during the third quaft2f07 from $0.83 in the same period of 2006.
The Company's annualized returns on average amsgt@verage stockholders' equity for the three-
month period ended September 30, 2007 were 0.6@P47 di6%, compared to 1.16% and 15.43%,
respectively, for the same period in 2006, decseatd8.28% and 51.65%, respectively.

The contributing factors to our decrease in nebime in the current year third quarter from the
prior year was a decrease in net interest incorsaltreg from higher costs and balances on
average interest-bearing liabilities. In addititime decrease in net income was a result of lower
non-interest income, specifically mortgage loantd Her sale fee income. Lower mortgage
origination volume, resulting from higher interestes and an industry wide decline in the housing
market, led to a decline in mortgage loans heldséde fee income.
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Iltem 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results Of Operations

Nine months ended September 30, 2007 and.2086t income for the nine months ended
September 30, 2007, was $3.8 million, comparedttantome of $4.8 million for the nine months
ended September 30, 2006, representing a decré&deOomillion, or 21.02%. Diluted earnings
per share decreased 22.39% to $1.56 during themam¢hs ended September 30, 2007 from $2.01
in the same period of 2006. The Company's anradilieturn on average assets and average
stockholders' equity for the nine-month period eh8eptember 30, 2007 were 0.70% and 9.09%,
compared to 0.94% and 13.17%, respectively, forsdmae period in 2006, decreases of 25.53%
and 30.98%, respectively

The contributing factors to our decrease in nebime from the nine months ended September 30,
2006 to the current year was an increase in irttesggense resulting from a certificate of deposit
promotion offered by the Company during the secquodrter of 2007 and an increase in our
deposit account rates during the first quarter0if/2 The decrease was partly offset by an increase
interest income due to an increase in averagerepassets. The decrease was also due to lower
noninterest income, specifically mortgage loansd higlr sale fee income. Lower mortgage
origination volume, resulting from higher interestes and an industry wide decline in the housing
market, led to a decline in mortgage loans heldséde fee income. Additionally, the decrease was
partially due to an increase in noninterest expessecifically other operating expenses related to
the purchase of Unison Bancorp, Inc. and its sudngidWestern National Bank, marketing efforts
focused on our new location in Lenexa and congyikirvices related to the mortgage division.

Net Interest Income

Three months ended September 30, 2007 and Z0@6; tax equivalent (FTE) net interest income
for the three-month period ended September 30, 2237$6.4 million, a decrease of $857,000, or
11.79%, from $7.3 million for the three-month pereended September 30, 2006.

FTE interest income for the current year third ¢grawas $13.1 million, an increase of $494,000,
or 3.90%, from $12.7 million in the prior year thiquarter. This increase was primarily a result of
an overall increase in balances on average eamsggts. The overall yield on average earning
assets decreased by 19 basis points to 7.69% dinénpree-month period ending September 30,
2007 compared to 7.88% during the same period 0620The 19 basis point decrease in yield
resulted from increases in market interest ratésclwwas partly offset by a few loans placed on
non-accrual status during the third quarter 200v addition, FTE interest income also increased
due to an increase in average earning assetscuydarly loans. The average balance of loans
increased approximately $31 million, or 5.79%, frpnor year third quarter primarily due to the
acquisition of Unison Bancorp, Inc. and its sulzsigin February 2007.

Interest expense for the current year third quavees $6.7 million, an increase of $1.3 million, or
25.14%, from $5.4 million in the prior year thirdayter. This increase was primarily a result of an
increase in the rate paid on average interest#igpdieibilities resulting from the impact of rising
market interest rates on all of our deposit prosludihe rate paid on total average interest-bearing
liabilities increased 59 basis points to 4.61% miyithe three month period ending September 30,
2007 compared to 4.02% during the same period 0620n addition, average interest-bearing
liabilities increased $48.2 million or 9.09% to $5¥ million during the third quarter of 2007
compared to $530.8 million during the prior yearige. The increase in average interest-bearing
liabilities was primarily the result of the acqtien of Unison Bancorp, Inc. and its subsidiary in
February 2007.
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Iltem 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results Of Operations

Nine months ended September 30, 2007 and.2G0& net interest income for the nine -month
period ended September 30, 2007 was $20.2 milliatecrease of $487,000 or 2.35% from $20.7
million for the nine-month period ended Septemli&rz906.

FTE interest income for the nine months ended Samte 30, 2007 was $39.5 million, an increase
of $3.5 million, or 9.70%, from $36.0 million fohé nine months ended September 30, 2006. This
increase was primarily a result of an overall iase in balances and yields on average earning
assets. The overall yield on average earning @@sateased by 32 basis points to 7.85% for the
period ending September 30, 2007 compared to 7f68%e prior year period. The 32 basis point
increase in yield resulted from increases in mairketrest rates. In addition, FTE interest income
also increased due to an increase in average gaasfets, particularly loans. The average balance
of loans increased approximately $35 million, or ™56, from prior year primarily due to the
acquisition of Unison Bancorp, Inc. and its sulzsigin February 2007.

Interest expense for the nine-month period endeguteSder 30, 2007 was $19.3 million, an

increase of $4.0 million, or 26.02%, from $15.3lioil in the same period of the prior year. This

increase was primarily a result of an increasdérate paid on average interest-bearing liakslitie

resulting from the impact of rising market interestes on all of our deposit products as well as
short-term and long-term borrowings. The rate pmidtotal average interest-bearing liabilities

increased 71 basis points to 4.51% during the mioath period ending September 30, 2007
compared to 3.80% during the same period in 200&ddition, average interest-bearing liabilities

increased $33.4, or 6.19%, to $572.2 million duriing nine-month period ending September 30,
2007 compared to $538.8 million during the prioalyperiod. The increase in average interest-
bearing liabilities was primarily the result of tlequisition of Unison Bancorp, Inc. and its

subsidiary in February 2007.

Average Balance SheetsThe following table sets forth, for the periodsd as of the dates
indicated, information regarding our average batanuf assets and liabilities as well as the dollar
amounts of FTE interest income from interest-eayriissets and interest expense on interest-
bearing liabilities and the resultant yields ortsosRatio, yield and rate information are based on
average daily balances where available; othervaserage monthly balances have been used.
Nonaccrual loans are included in the calculatioraeérage balances for loans for the periods
indicated.
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Item 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results Of Operations

Average Balances, Yields and Rates

Nine Months Ended September 30,

2007 2006
Aver- Aver-
age age
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

(Dollars in thousands)

Assets
Federal funds sold.........cccccccueeeeiiiiiieecceeeen $ 12,888 $ 49¢ 517% $ 4172 % 156 5.01 %
Investment securities — taxable .................... 90,045 3,27¢ 4.87 94,236 2,996 4.2¢
Investment securities — non-taxable (1) .. 346 17 6.71 586 31 7.0¢
Mortgage loans held for sale.................ccomm. 10,457 49¢ 6.37 17,110 817 6.3¢
Loans, net of unearned discount and fees ......... 558,793 35,217 8.43 523,373 32,015 8.1¢
Total earning assets.........ccccceveeeeiieeeeeeennne 672,529 39,51( 7.85 639,477 36,015 7.5%
Cash and due from banks — non-interest bearing 87,65 19,348
Allowance for possible loan losses..........c..  (6,693) (6,573)
Premises and equipment, net...............ccceeeue. 19,103 18,388
Other @sSetS.......ccovvviiiiiiiiiiiiee e eeeeec e 20,822 16,979
Total ASSEtS.....ciieeieiieeeiee e $ 723,419 $ 687,619
Liabilities and Stockholders’ Equity
Deposits-interest bearing:
Interest-bearing demand accounts................ $ 29,794 $ 447 201 % $ 25185 $ 71 0.3¢ %
Savings and money market deposits ................. 161,711 4,87( 4.03 152,193 3,274 2.8¢
Time depoSitS......cceeviiireeriiiieeeeeeeee e 276,004 9,951 4.82 255,842 8,031 4.2(
Total interest-bearing deposits............owe.. 467,509 15,26¢ 4.37 433,220 11,376 3.51
Short-term borrowings..........cvveeeeeiiivvsenmneen. 31,382 99t 4.24 32,695 1,033 4.2
Long-term debt ........cccoovveviiiieeiiiiet e 73,259 3,02 5.51 72,872 2,893 5.31
Total interest-bearing liabilities ................ 572,150 19.2&% 451 538,787 15,302 3.8(
Non-interest bearing deposits...............ceee-. 90,474 94,004
Other liabilities ........ccoocveeeiiiiie e 4,770 5,858
Stockholders’ equity ......ceveeeiieiiiiieie i 56,025 48,970
Total liabilities and stockholders’ equity $ 7289 $ 687,619
Net interest income/spread .................ceeeeeee. $ 20,25 3.35 % $ 20,713 3.7 %
Net interest margin..........ccccceeeeeiiiiiceeeac e 4.02 % 4.3 %

(1) Presented on a fully tax-equivalent basis agsgiatax rate of 34%. For the quarters endingeeaper 30, 2007 and 2006,
the tax equivalency adjustment amounted to $6,0a0$40,000 respectively.
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Item 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results Of Operations

Analysis of Changes in Net Interest Income Duehan@es in Interest Rates and Volumdshe
following table presents the dollar amount of chem@ interest income and interest expense for
major components of interest-earning assets aretesitbearing liabilities. It distinguishes
between the increase or decrease related to changatances and changes in interest rates. For
each category of interest-earning assets and sttbearing liabilities, information is provided on
changes attributable to:

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

» changes in volume, reflecting changes in volumetiplidd by the current

period rate.
Changes in Interest Income and
Expense Volume and Rate Variances
Nine Months Ended September 30,
2007 Compared to 2006
Change Change
Due to Due to Total
Rate Volume Change
(Dollars in thousands)
Federal funds sold and other short-term investments...............c........... $ 5 % 338 $ 343
Investment securities — taxable ..o oo 435 (152) 283
Investment securities — non-taxable (1)... 2) (12) (14)
Mortgage loans held for sale................... ) (2 (317) (319)
Loans, net of unearned diSCOUNt ...........oceeccmmiieee it 970 2 3,202
Total INtEereSt INCOME.......ouueiceeee e e 1,406 2,089 3,495
Interest-bearing demand acCouNtS...........ccoecceriiiiiieeeiiiiiiiiiee e 307 69 376
Savings and money market depoSItS ...........eeeeeeriieeraiiiiiiiieiiee e 1,309 287 1,596
TIME AEPOSIES ..ceiiiieeii ittt e e e e e e 1,193 727 1,920
Short-term borrowings.............cc...... 5 (43) (38)
Long-termdebt .........ccccceiiiiiiniis 113 16 129
Total interest expense 2,927 1,056 3,983

Net iNtEreSt INCOME .......uvieeiiiiie et (1,521) $ 1,033 $ (488)

(1) Presented on a fully tax-equivalent bas&ianing a tax rate of 34%.
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Item 2. Management's Discussion and Analysis of Fi  nancial Condition
and Results of Operations

Provision for Loan Losses

The provision for loan losses for the third quadE2007 was $590,000, compared to $540,000 for
the same period of 2006. For the nine-months e&@&pdember 30, 2007 and 2006, the provision
was $990,000 and $1.2 million, respectively. Theréase in provision for loan losses recorded
during the three-month period ended September @07 2ompared to the same period in the prior
year was a result of growth in the loan portfolgoveell as a slight decline in the credit quality of
the real estate and construction portfolios. Tkerebse in provision for loan losses recorded
during the nine-month period ended September 307 20mpared to 2006 was the result of two
larger credits for which management was aggressipetsuing collection during 2006 that were
paid off during the second quarter of 2007. Than@any’s credit administration function
performs monthly analyses on the loan portfoli@$sess and report on risk levels, delinquencies,
an internal ranking system and overall credit eypeps Management and the Bank’'s Board of
Directors review the allowance for loan losses rhiyntconsidering such factors as current and
projected economic conditions, loan growth, the position of the loan portfolio, loan trends and
classifications, and other factors. The Companyasgkovisions for loan losses in amounts that
management deems necessary to maintain the allewantoan losses at an appropriate level.

Non-interest Income

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(Dollars in thousands)
Loans held for sale fee inCome ........cvevvececenennne.. $ 701 $ 1,341 $ 2,613 $ 3,669
NSF charges and service fees ........ccccccverieiiiinneen. 364 319 1,073 910
Other service Charges..........ccoevcvvvveiieeeeeee e 398 345 1,081 938
Other iNCOME ......ooiviiieieieieveieieie vt eeeeeeeeererarerereaaaaes 298 359 797 1,018
Total non-interest iNCoOMe ..........coceeeevveinnnnns $ 1,761 $ 2,364 $ 5,564 $ 6,535

Non-interest income decreased $603,000, or 25.54%il.8 million during the three-month period
ended September 30, 2007, from $2.4 million dutirgthree-month period ended September 30,
2006. Non-interest income for the nine-months mkended September 30, 2007 was $5.6 million,
a decrease of $971,000, or 14.86%, from $6.5 milfir the nine-months ended September 30,
2006. The decreases are primarily attributabla tiecrease in loans held for sale fee income of
$640,000, or 47.73%, and $1.1 million, or 28.78%, the three-month and nine-month periods
ended September 30, 2007, respectively. We experita decline in our mortgage loans held for
sale fee income due to a decline in residentiakgage origination and refinancing resulting from
higher interest rates as well as an industry wigidide in the housing market. This decrease was
partly offset by an increase in other service chargcome for the three-month and nine-month
periods ended September 30, 2007 of $53,000, 84%.and $143,000, or 15.71%, respectively,
specifically related to our debit card intercharige income produced by our new performance
checking account product.
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Item 2. Management's Discussion and Analysis of Fi  nancial Condition
and Results of Operations

Non-interest Expense

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(In thousands)
Salaries and employee benefits.................. $ 3,196 $ 3,546 $ 10,661 $ 11,165
OCCUPANCY ..o 839 770 2,373 2,281
General and administrative............cc.cceuuv... 1,813 1,564 5,709 4,834
Total non-interest expense................ $ 5,848 $ 5,880 $ 18,743 $ 18,280

Non-interest expense decreased $32,000, or 0.51%5.8 million during the three-month period
ended September 30, 2007, compared to $5.9 millising the prior year period. For the nine-
month period ended September 30, 2007, non-intevgetnse increased $463,000, or 2.53% to
$18.7 million compared to $18.3 million in the prigear period. These changes are attributed
primarily to an increase in general and administeatosts, which increased $249,000, or 15.92%,
during the three-month period ended September 307 2nd $875,000, or 18.10%, during the
nine-month period ended September 30, 2007. Témsts increased primarily due to the purchase
of Unison Bancorp, Inc. and its subsidiary, Westdational Bank, marketing efforts focused on
our new location in Lenexa and consulting serviedeted to the mortgage operations restructuring.
The increase was partly offset by a decrease mriesal and employee benefits expense for the
three-month and nine-month periods ended Septer@ber2007 of $350,000, or 9.87%, and
$504,000, or 4.51%, respectively. Salaries and@mp benefits expense decreased due to lower
compensation costs within our mortgage divisionhe TCompany had 220 full-time equivalent
employees at September 30, 2007 compared to 2Biinfiel equivalent employees at the same
period last year. The decrease is mainly duedaaiag our mortgage division staffing due to the
decline in mortgage volume.

Financial Condition

Total assets for the Company at September 30, 2068/ $730.4 million, an increase of $38.2
million, or 5.52%, compared to $692.2 million atdeenber 31, 2006. Deposits and stockholders'
equity at September 30, 2007, were $548.6 millioth $58.8 million, respectively, compared with
$535.9 million and $53.8 million, respectively,@cember 31, 2006, increases of $12.7 million or
2.37%, and $5.0 million or 9.23%, respectively.

Available-for-sale securities at September 30, 2@@taled $92.6 million, reflecting a 6.17%
increase from $87.2 million at December 31, 2006.

Mortgage loans held for sale at September 30, 266ed $4.7 million, a decrease of $17.1
million, or 78.49%, compared to $21.8 million atd@enber 31, 2006. The Company’s principal
funding source for mortgage loans held for salshisrt-term and long-term advances from the
Federal Home Loan Bank. Advance availability vtk Federal Home Loan Bank is determined
quarterly and at September 30, 2007, approxim&ésy042,000 was available.

Loans at September 30, 2007 totaled $561.5 milliefiecting an increase of $33.0 million, or
6.25%, compared to $528.5 million at December 362 The increase in the loan portfolio
during the third quarter is primarily the resulttbk acquisition of Unison. The loan to deposit
ratio at September 30, 2007 was 102.36% compar@8.63% at December 31, 2006.
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Item 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results of Operations

Non-performing assets consist primarily of loanstphue 90 days or more and nonaccrual loans
and foreclosed real estate. The following tabte &&th our non-performing assets as of the dates
indicated:

Non-Performing Assets

As of
September 30, September 30, December 31,
2007 2006 2006

(Dollars in thousands)
Commercial and all other loans:

Past due 90 days or more $ —  $ 609 $ 802

Nonaccrual 295 873 381
Commercial real estate loans:

Past due 90 days or more 1,296 9,155 4,951

Nonaccrual 3,506 — —
Construction loans:

Past due 90 days or more 814 487 —

Nonaccrual 8,497 136 136

Lease financing:

Past due 90 days or more — 104 186

Nonaccrual 1,251 1 —
Residential real estate loans:

Past due 90 days or more — — —

Nonaccrual 144 554 410
Consumer loans:

Past due 90 days or more 483 12 13

Nonaccrual — — 47
Home equity loans:

Past due 90 days or more — 35 —

Nonaccrual — — —
Debt securities and other assets (exclude other fea

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

Nonaccrual — — —
Total non-performing loans 16,286 11,966 6,926
Foreclosed assets held for sale 756 682 717
Total non-performing assets $ 17,042 $ 12,648 $ 7,643
Total nonperforming loans to total loans 2.90% 2.24% 1.31%
Total nonperforming loans to total assets 2.23% 1.75% 1.00%
Allowance for loan losses to nonperforming loans .20% 55.94% 88.16%
Nonperforming assets to loans and foreclosed
assets held for sale 3.03% 2.36% 1.44%

As of September 30, 2007, non-performing loans lequa.90% of total loans, representing an
increase in non-performing loans from DecemberZ06. The overall credit exposure in the
Company'’s total loan portfolio increased as sevinage relationships in commercial real estate,
construction and lease loans were placed on namacstatus during the quarter. We closely
monitor non-performing credit relationships and pbhilosophy has been to value non-performing
loans at their estimated collectible value andggressively manage these situations.
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Item 2. Management's Discussion and Analysis of Fi ~ nancial Condition
and Results of Operations

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

Summary of Loan Loss Experience and Related Informa  tion

As of and for the

Nine months Nine months
ended ended Year ended
September 30, September 30, December 31,
2007 2006 2006

(Dollars in thousands)

Balance at Beginning of Period $ 6,106 $ 6,704 $ 6,704
Loans Charged Off

Commercial loans 82 850 1,417

Commercial real estate loans — — —

Construction loans 25 100 100

Lease financing 16 105 134

Residential real estate loans 49 263 318

Consumer loans 16 53 83

Home equity loans — 8 8

Total loans charged-off 188 1,379 2,060

Recoveries

Commercial loans 64 78 117

Commercial real estate loans 1 — —

Construction loans — — —

Lease financing 9 32 32

Residential real estate loans 6 44 47

Consumer loans 14 9 11

Home equity loans — — —

Total recoveries 94 163 207

Net Loans Charged Off 94 1,216 1,853
Allowance for Loan Loss attributed to

acquisition 359 — —
Provision for Loan Losses 990 1,205 1,255
Balance at End of Period $ 7,361 $ 6,693 $ 6,106
Loans Outstanding

Average $ 558,793 $ 523,373 $ 525,471

End of period 561,522 534,557 528,515
Ratio of Allowance for Loan Losses to

Loans Outstanding

Average 1.32% 1.28% 1.16%

End of period 1.31% 1.25% 1.16%
Ratio of Net Charge-Offs (Recoveries) to

Average loans 0.02% 0.31% 0.35%

End of period loans 0.02% 0.30% 0.35%

The allowance for loan losses as a percent of totals increased to 1.32% as of September 30,
2007, compared to 1.16% as of December 31, 2006.
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Liguidity is measured by a financial institutioragility to raise funds through deposits, borrowed
funds, capital, or the sale of marketable assats) as residential mortgage loans or a portfolio of
SBA loans. Other sources of liquidity, includingsb flow from the repayment of loans, are also
considered in determining whether liquidity is s&ctory. Liquidity is also achieved through
growth of core deposits and liquid assets, andsadiidity to the money and capital markets. The
funds are used to meet deposit withdrawals, maimeserve requirements, fund loans and operate
the organization. Core deposits, defined as derdapdsits, interest-bearing transaction accounts,
savings deposits and time deposits less than $20@¢gxcluding brokered deposits), were 72.63%
and 73.40% of our total deposits at September 807 2and December 31, 2006, respectively.
Generally, the Company's funding strategy is tdizetiFederal Home Loan Bank of Topeka
borrowings to fund originations of mortgage loamtdhfor sale and fund balances generated by
other lines of business with deposits. In addititte Company uses other forms of short-term
borrowings for cash management and liquidity manege purposes on a limited basis. These
forms of borrowings include federal funds purchaaed revolving lines of credit. The Company's
Asset-Liability Management Committee utilizes aiegr of liquidity monitoring tools, including

an asset/liability modeling service, to analyze arahage the Company's liquidity.

Management has established internal guidelines aadytical tools to measure liquid assets,
alternative sources of liquidity, as well as rel@veatios concerning asset levels and purchased
funds.

At September 30, 2007, our total stockholders'tgquas $58.8 million and our equity to asset
ratio was 8.05%. At September 30, 2007, our Tieagdital ratio was 9.85% compared to 10.29%
at December 31, 2006, while our total risk-basquitahratio was 11.97% compared to 12.47% at
December 31, 2006. As of September 30, 2007, \dechpital in excess of the requirements for a
“well-capitalized” institution.
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Iltem 3. Quantitative and Qualitative Disclosures Ab  out Market Risk

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

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

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

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

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

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

We strive to maintain a position such that curremanges in interest rates will not affect net
interest income or the economic value of equitynbgre than 5%, per 50 basis points. The
following table sets forth the estimated percentmnge in the Bank of Blue Valley's net interest
income over the next twelve month period and nehemic value of equity at risk at September
30, 2007 based on the indicated instantaneousemagpent changes in interest rates.

Net Interest Net Economic
Income Value of
Changes in Interest Rates (next 12 months) Equity at Risk
200 basis point rise 11.30 % 2.63%
Base Rate Scenario - -
200 basis point decline (17.50 %) (11.50)%

The above table indicates that, at September 307,20 the event of a sudden and sustained
increase in prevailing market rates, our net irsieirecome would be expected to increase as our
assets would be expected to reprice quicker tharliahilities, while a decrease in rates would
indicate just the opposite. Generally, in the dasing rate scenarios, not only would adjustable
rate assets (loans) reprice to lower rates faktan our liabilities, but our liabilities - long-tar
Federal Home Loan Bank of Topeka (FHLB) advanceas existing time deposits - would not
decrease in rate as much as market rates. In@ddiked rate loans might experience an increase
in prepayments, further decreasing yields on egrmissets and causing net interest income to
decrease. Another consideration with a risingra@sterate scenario is the impact on mortgage loan
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Iltem 3. Quantitative and Qualitative Disclosures Ab  out Market Risk

refinancing, which would likely decline, leadingltwer loans held for sale fee income, though the
impact is difficult to quantify or project.

The above table also indicates that, at Septembe@7, in the event of a sudden decrease in
prevailing market rates, the economic value of eguity would decrease. Given our current
asset/liability position, a 200 basis point declinenterest rates will result in a lower economic
value of our equity as the change in estimated dos8abilities exceeds the change in estimated
gain on assets in these interest rate scenariagrer@ly, under a falling rate environment, the
Company's estimated market value of loans coultease as a result of fixed rate loans, net of
possible prepayments. The estimated market vdlirevestment securities could also rise as our
portfolio contains higher yielding securities. Hower, the estimated market value increase in
fixed rate loans and investment securities is btigetime deposits unable to reprice to lower rates
immediately and fixed-rate callable advances fra#h.B. The likelihood of advances being called
in a decreasing rate environment is diminished ltieguin the advances existing until final
maturity, which has the effect of lowering the eaanc value of equity.
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Item 4. Controls and Procedures

In accordance with Iltem 307 of Regulation S-K prégated under the Securities Act of 1933, as
amended, and within 90 days of the date of thisrt@dg Report on Form 10-Q, the Chief
Executive Officer and Chief Financial Officer ofettCompany (the “Certifying Officers”) have
conducted evaluations of the Company’s disclosar@rols and procedures. As defined under
Sections 13a-14(c) and 15d-14(c) of the Securiigshange Act of 1934, as amended (the
“Exchange Act”), the term “disclosure controls apdocedures” means controls and other
procedures of an issuer that are designed to etfsatrenformation required to be disclosed by the
issuer in the reports that it files or submits unttee Exchange Act is recorded, processed,
summarized and reported, within the time periodciied in the Commission’s rules and forms.
Disclosure controls and procedures include, witlioutation, controls and procedures designed to
ensure that information required to be discloseaiyssuer in the reports that it files or submits
under the Exchange Act is accumulated and commietida the issuer's management, including
its principal executive officer or officers and meipal financial officer or officers, or persons
performing similar functions, as appropriate toowall timely decisions regarding required
disclosure. The Certifying Officers have reviewdte Company’s disclosure controls and
procedures and have concluded that those disclosuateols and procedures are effective as of the
date of this Quarterly Report on Form 10-Q. In pbamce with Section 302 of the Sarbanes-
Oxley Act of 2002, (18 U.S.C. 1350), each of thertiBeng Officers executed an Officer’s
Certification included in this Quarterly Report d&-Q.

As of the date of this Quarterly Report on FormQ@,0there have not been any significant changes
in the Company'’s internal controls or in other éastthat could significantly affect these controls
subsequent to the date of their evaluation, inolgidany corrective actions with regard to
significant deficiencies and material weaknesses.
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Part Il: Other Information

Iltem 1. Legal Proceedings
Not applicable

Item 1A. Risk Factors

No changes

Item 2. Unregistered Sales of Equity Securities an  d Use of Proceeds
Not applicable

Iltem 3. Defaults Upon Senior Securities
Not applicable

Item 4. Submission of Matters to a Vote of Securit  y Holders
Not applicable

Item 5. Other Information
None

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

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

32.1 Certification of the Chief Executive Officand Treasurer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 arbanes-Oxley Act of 2002
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Signatures

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

Blue Valley Ban Corp.

Date: November 14, 2007 By: /s/ Robert D. Regn
Robert D. Regnier, President and

Chief Executive Officer and Director
(Principal Executive Officer)

Date: November 14, 2007 By: /s/ Mark A. Fastin
Mark A. Fortino, Chief Financial Gfér

(Principal Financial [and Accounting] O#iQ
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