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Part I. Financial Information

Item 1. Financial Statements

Report of Independent Registered Public Accountindrirm

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

We have reviewed the accompanying condensed cdasadi balance sheet of Blue Valley Ban Corp.
as of March 31, 2008, and the related condensesotidated statements of income, stockholders'
equity and cash flows for the three-month periogidee March 31, 2008 and 2007. These interim
financial statements are the responsibility of@mmpany'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 apirregarding the financial statements taken as a
whole. Accordingly, we do not express such aniopin

Based on our reviews, we are not aware of any imht@odifications that should be made to the
condensed consolidated financial statements refaweabove 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, 2007 and the
related consolidated statements of income, stodeins| equity and cash flows for the year then
ended (not presented herein), and in our repoddditarch 25, 2008 we expressed an unqualified
opinion on those consolidated financial statemeritsour opinion, the information set forth in the
accompanying condensed consolidated balance sheétlecember 31, 2007 is fairly stated, in all
material respects, in relation to the consoliddét@ldnce sheet from which it has been derived.

/s/BKD, LLP

Kansas City, Missouri
May 15, 2008



Blue Valley Ban Corp.
Condensed Consolidated Balance Sheets

March 31, 2008 and December 31, 2007
(In thousands, except share data)

March 31,2008 December 31, 2007

(Unaudited)
ASSETS
Cash and due from banks $ 20,287 17,827
Interest-bearing deposits in other financial inins 342 312
Federal funds sold 14,538 -
Cash and cash equivalents 35,167 18,139
Available-for-sale securities 68,346 76,653
Mortgage loans held for sale 6,702 10,978
Loans, net of allowance for loan losses of $9,236
and $8,982 in 2008 and 2007, respectively 613,304 587,664
Premises and equipment, net 18,536 18,778
Foreclosed assets held for sale, net 5,189 232,5
Interest receivable 4,122 4,621
Deferred income taxes 1,972 2,083
Prepaid expenses and other assets 1,555 1,571
Federal Home Loan Bank stock, Federal Reserve Bk,
and other securities 7,323 7,261
Goodwill 4,821 4,821
Core deposit intangible asset, at amortized cost 1,048 1,121
Total assets $ 768,085 $ 736,213
See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 4



Blue Valley Ban Corp.

Condensed Consolidated Balance Sheets
March 31, 2008 and December 31, 2007

(In thousands, except share data)

LIABILITIES

Deposits
Demand
Savings, NOW and money market
Time
Total deposits

Other interest-bearing liabilities
Short-term debt

Long-term debt

Interest payable and other liabilities

Total liabilities

STOCKHOLDERS' EQUITY

Capital stock
Common stock, par value $1 per share;
authorized 15,000,000 shares; issued and outstandin
2008 — 2,459,942 shares; 2007 — 2,439,655 shares
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income, net ofriretax
of $564 in 2008 and $394 in 2007

Total stockholders’ equity

Total liabilities and stockholders’ equity

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

March 31,2008

December 31, 2007

$

(Unaudited)
91,458 $ 87,927
198,532 197,986
254,203 250,457
544,193 536,370
34,545 Z50
15,000 25,000
110,623 80,906
3,662 5,967
708,023 677,279
2,460 2,440
10,534 10,312
46,222 45,592
846 590
60,062 58,934
76850 $ 736,213
5



Blue Valley Ban Corp.
Condensed Consolidated Statements of Income

Three Months Ended March 31, 2008 and 2007
(In thousands, except per share data)

Three Months Ended March 31,

2007
(Unaudited) (Unaudited)
INTEREST INCOME
Interest and fees on loans $ 10,625 $ 11,637
Federal funds sold and other short-term investments 39 99
Available-for-sale securities 977 1,020
Total interest income 11,641 12,756
INTEREST EXPENSE
Interest-bearing demand deposits 228 80
Savings and money market deposit accounts 890 1,312
Other time deposits 3,167 3,344
Federal funds purchased and other interest-bekainijties 130 297
Short-term debt 44 42
Long-term debt, net 1,243 915
Total interest expense 5,702 5,990
NET INTEREST INCOME 5,939 6,766
PROVISION FOR LOAN LOSSES 900 400
NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES 5,039 6,366
NONINTEREST INCOME
Loans held for sale fee income 733 1,102
Service fees 696 654
Gain on sale of available-for-sale securities 478
Other income 259 241
Total noninterest income 2,166 1,997
NONINTEREST EXPENSE
Salaries and employee benefits 3,528 3,898
Net occupancy expense 844 769
Other operating expense 1,838 1,917
Total noninterest expense 6,210 6,584
INCOME BEFORE INCOME TAXES 995 1,779
PROVISION FOR INCOME TAXES 365 615
NET INCOME $ 630 $ 1,164
BASIC EARNINGS PER SHARE $ 026 % 0.48
DILUTED EARNINGS PER SHARE $ 026 $ 0.48

See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 6



Blue Valley Ban Corp.
Condensed Consolidated Statements of Stockholdefsquity
Three Months Ended March 31, 2008 and 2007

(In thousands, except share data)

Comprehensive Common
Income Stock

Additional
Paid-In
Capital

Retained

Accumulated

Earnings Inc

Other

Comprehensive

ome (Loss)

Total

BALANCE, DECEMBER 31, 2006 $ 2,40¢

Issuance of 30 shares of

common stock -
Issuance of 13,600 shares of

restricted stock, net of forfeiture 14
Issuance of 5,950 shares of common

stock through stock options

exercised 6
Issuance of 4,558 shares common

stock for the employee stock

purchase plan 4
Net income $ 1,164 -
Change in derivative financial

instrument, net of income taxes

(credit) of $(13) (29)
Change in unrealized depreciation on

available-for-sale securities, net of

income taxes of $80 120 -

$

9,561

52

141

112

$

41,982 $

(132) $

(19)

120

53,820

5

66

147

116
1,164

(19)

120

$ 1,265

BALANCE, MARCH 31, 2007 $ 2,433 $

9,871

$

43,146 $

3) $

55,419

BALANCE, DECEMBER 31, 2007 $ 2,44C

Issuance of 15,100 shares of

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

stock through stock options

exercised 2
Issuance of 3,587 shares common

stock for the employee stock

purchase plan 3
Net income $ 630
Change in derivative financial

instrument, net of income taxes

(credit) of $(29) (43) -
Change in unrealized appreciation on

available-for-sale securities, net of

income taxes of $199 299 -

$

10,312

73

37

112

$

45592 %

630

590

(43)

299

$

58,934

88

39

115
630

(43)

299

$ 886

BALANCE, MARCH 31, 2008 $ 2,460 $

10,534

$

46,222 $

846 $

60,062

See Accompanying Notes to Condensed Consolidateddtal Statements

and Report of Independent Registered Public Actogiftirm



Blue Valley Ban Corp.
Condensed Consolidated Statements of Cash Flows

Three Months Ended March 31, 2008 and 2007
(In thousands)

March 31, 2008

March 31, 2007

(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 630 $ 1,164
Adjustments to reconcile net income to net casiv flo
From operating activities:
Depreciation and amortization 380 343
Amortization (accretion) of discounts/premiums enLgities 5 )
Provision for loan losses 900 400
Deferred income taxes (59) 255
Stock dividends on FHLB securities (62) (69)
Gain on sale of available-for-sale securities 8§47 -
Loss on sale of foreclosed assets 44 62
Restricted stock earned and forfeited 88 79
Compensation expense related to the employee ptockase plan 5 6
Originations of loans held for sale (51,388) (59,172)
Proceeds from the sale of loans held for sale 6aEh, 74,548
Changes in

Interest receivable 499 (939)
Prepaid expenses and other assets (59) 245
Interest payable and other liabilities (1,439 (1,25%

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Cash and cash equivalents, beginning of period

4,737 15,658

Net originations of loans (28,907) (2,071)
Purchase of premises and equipment (62) (258)
Proceeds from the sale of foreclosed assets, rexpainses (343) 378
Purchases of available-for-sale securities (20,000) (1,999)
Proceeds from maturities of available-for-sale stes 6,800 2,000
Proceeds from sale of available-for-sale securities 12,478 -
Purchases of Federal Home Loan Bank stock, FeRexsgrve Bank stock, and
other securities - (314)
Proceeds from the redemption of Federal Home LaarkBtock, Federal
Reserve Bank stock, and other securities - 619
Sale of Western National Bank charter and othestass - 392
Purchase of Unison Bancorp, Inc. and subsidiatypheash received - (6,255)
Net cash used in investing activities (20034 (7,508
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in demand deposits, money market, NOW
and savings accounts 4,077 12,316
Net increase in time deposits 3,746 1,516
Net increase in other interest-bearing liabilities 5,509 1,838
Net repayment from short-term debt (10,000) -
Repayments of long-term debt (283) (926)
Proceeds from long-term debt 30,000 -
Dividends paid on common stock (878) (723)
Net proceeds from the sale of additional stock 415 255
Net cash provided by (used in) financing activities 32,325 14,276
Increase in cash and cash equivalents 17,028 22,426

1388 27,230

CASH AND CASH EQUIVALENTS, END OF PERIOD $ 35,167 $ 49,656
SUPPLEMENTAL CASH FLOWS INFORMATION
Assets acquired and liabilities assumed (see Note 8 $ - $ 33,668
See Accompanying Notes to Condensed Consolidateddtal Statements
and Report of Independent Registered Public Actogiftirm 8



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement

Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 1: Basis of Presentation

In the opinion of management, the accompanying ditedi condensed consolidated financial
statements contain all adjustments necessary tsemprefairly the Company's condensed
consolidated financial position as of March 31, 208nd the condensed consolidated results of its
operations, changes in stockholders' equity and flaw/s for the periods ended March 31, 2008
and 2007, and are of a normal recurring naturee dindensed consolidated balance sheet of the
Company, as of December 31, 2007, has been ddrwedthe audited consolidated balance sheet
of the Company as of that date.

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

statements prepared in accordance with accountimgiples generally accepted in the United

States of America have been omitted. These coedetsnsolidated financial statements should
be read in conjunction with the consolidated finahstatements and notes thereto included in the
Company's December 31, 2007 Form 10-K filed witlh 8ecurities and Exchange Commission.
The results of operations for the period are noessarily indicative of the results to be expected
for the full year.

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

Note 2: New Accounting Pronouncements

In June 2006, the FASB issued Interpretation No A¢8ounting 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 peasjtiaccounting in interim periods, disclosure and
transition. FIN 48 is effective for fiscal yearsgirning after December 15, 2006. The Company
adopted FIN 48 as of January 1, 2007, and the muoptad no significant impact on the
Company’s consolidated financial statements. Tlengany and subsidiaries file income tax
returns in the U.S. Federal jurisdiction and thatesjurisdictions 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 Statementlhl7,Fair Value Measurementsvhich
provides guidance for using fair value to measgsets and liabilities. The statement defines fair
value, establishes a framework for measuring faluer in generally accepted accounting principles,
and expands disclosures about fair value measutemé&iASB Statement No. 157 applies under
other accounting pronouncements that require omipeiair value measurements and does not
require any new fair value measurements. Thiestant is effective for financial statements
issued for fiscal years beginning after November2D®7. The Company adopted FASB Statement
No. 157 as of January 1, 2008, and the adoptionnmadignificant impact on the Company’s
consolidated financial statements.



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement

Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 2: New Accounting Pronouncements (Continued)

In February 2007, the FASB issued FASB Statementll6, The Fair Value Option for Financial
Assets and Financial Liabilities-Including an Amereht to FASB Statement No. 115his
standard permits an entity to choose to measurg ffir@ancial instruments and certain other items
at fair value. Most of the provisions in Statem&B® are elective; however, the amendment to
FASB Statement No. 11%Accounting for Certain Investments in Debt and Bquecurities
applies to all entities with available-for-sale atrdding securities. Some requirements apply
differently to entities that do not report net inbe The FASB's stated objective in issuing this
standard is as follows: "to improve financial rapay by providing entities with the opportunity to
mitigate volatility in reported earnings causedniyasuring related assets and liabilities diffeyentl
without having to apply complex hedge accountingymions."

The fair value option established by Statementfddi@nits all entities to choose to measure eligible
items at fair value at specified election dateshusiness entity will report unrealized gains and
losses on items for which the fair value option basn elected in earnings (or another performance
indicator if the business entity does not reporhiegs) at each subsequent reporting date. The fair
value option: (a) may be applied instrument by rimsent, with a few exceptions, such as
investments otherwise accounted for by the equéthiod; (b) is irrevocable (unless a new election
date occurs); and (c) is applied only to entirdrimeents and not to portions of instruments.
Statement 159 is effective as of the beginning rofeatity’s first fiscal year that begins after
November 15, 2007. The Company did not elect tipa#ASB Statement 159 for any financial
instruments.

In December 2007, the FASB issued Statement No.(feddised 2007)Business Combinations
which replaced Statement No. 141. Statement NbR1#tains the fundamental requirements of
Statement No. 141, but revises certain principlegluding the definition of a business
combination, the recognition and measurement oétasacquired and liabilities assumed in a
business combination, the accounting for goodvahd financial statement disclosure. This
statement is effective for annual periods beginrafigr December 15, 2008. The Company is
evaluating the impact, if any, the adoption of FASBatement No. 141R will have on the
Company’s consolidated financial statements.

Note 3: Earnings Per Share

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

The computation of per share earnings for the thmesths ended March 31, 2008 and 2007 is as
follows:

10



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2008 and 2007

(Unaudited)
Note 3: Earnings Per Share (Continuepl
March 31, 2008  March 31, 2007
(Unaudited) (Unaudited)
(In thousands, except
share and per share data)
Net income $ 630 $ 1,164
Average common shares outstanding 2,428,884 403837
Average common share stock options outstanding 7,68 34,581
Average diluted common shares 2,456,565 2,438,418
Basic earnings per share _$0.26 $0.48
Diluted earnings per share _%$0.26 $0.48

Note 4: Short-Term Debt

Short-term debt at March 31, 2008 and Decembe?2@17 consisted of the following components:

March 31,2008 December 31, 2007
(Unaudited)
(In thousands)
Federal Home Loan Bank advance (A) $ - $ 25,000
JP Morgan Chase operating line of credit (B) 08,0 -
Total short-term debt $ 15,000 $ 25,000
(A) Payable on demand; collateralized by variowsetsincluding mortgage-backed loans. The variable

interest rate was 4.67% on December 31, 2007.

(B) $15 million line of credit matures May 31, 2Q08ollateralized by stock in the Company’s
subsidiary bank. The line of credit bears a vdgidbterest rate of the Federal Funds Rate plus
1.63%. As of March 31, 2008, the interest rate 8:88%.

11



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement

Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 5: Long-Term Debt

Long-term debt at March 31, 2008 and December @27 2consisted of the following components:

March 31,2008 December 31, 2007
(Unaudited)
(In thousands)

Note payable — Blue Valley Ban Corp (A) $ 2631 $ 2,781
Note payable — Blue Valley Building Corp. (B) 64 6,037
Federal Home Loan Bank advances (C) 82,500 5062,
Subordinated Debentures — BVBC Capital Trust Il (D) 7,732 7,732
Subordinated Debentures — BVBC Capital Trust 1)l (E 11,856 11,856
Total long-term debt $ 110,623 % 80,906

(A) Due in December 2012, payable in quarterly instafita of principal plus interest at thedera
Funds Rite plus 1.63%; collateralized by common stockhef Company’s subsidiary bank. 1
interest rate on this note has been fixed at 5.8%%e use of a swap agreement (see Note 6).

(B) Two notes due in 2017; payable in monthly instafiteetotlling $70,084 including interest
5.19%; collateralized by land, buildings, and assignt of future rents. This debt is guaran
by the Company.

(C) Duein 2008, 2011, 2012, 2013, 2015, 2016 and 206d#teralized by various assets incluc
mortgage-backed loans. The interest rates ondb@naes range from 2.82to 5.682%. Feder
Home Loan Bank advance availability is determinedartprly and at March 31, 2008
approximately $30.0 million was available.

(D) Due in 2033; interest only at LIBOR + 3.25%e quarterly; fully and unconditionally guarant
by the Company on a subordinated basis to the extahthe funds are held by the Trust.
Company may prepay the subordinated debentureariagiin 2008, in whole or in part, at th
face value plus accrued interest.

(E) Due in 2035; interest only at LIBOR + 1.60% due rtesdy; fully and unconditionally guarante
by the Company on a subordinated basis to the extett the funds are held by the Tri
Subordinated to the trust preferred securitiey due in 2033. The Company may prepay
subordinated debentures beginning in 2010, in wbolm part, at their face value plus accr
interest.

12



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement

Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 5: Long-Term Debt (Continued)

Aggregate annual maturities of long-term debt atdde&81, 2008 are as follows:

(In thousands)

April 1 to December 31, 2008 $ 10,857
2009 1,169
2010 1,199
2011 8,731
2012 16,046
Thereafter 72,621

$ 110,623

Note 6: 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 5). The agreement providesh®rCompany to receive interest from the

counterparty at an amount which offsets the noteldable 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 neesttamount 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 March 31, 00A $43,000 unrealized loss has been
recognized as a component of other comprehensieenia (loss).

Note 7: Disclosures About Fair Value of Assets and Liabilies

Effective January 1, 2008, the Company adopted@t of Financial Accounting Standards No.
157, Fair Value Measurement$AS 157). FAS 157 defines fair value, establishdseamework
for measuring fair value and expands disclosuresitafair value measurements. FAS 157 has
been applied prospectively as of the beginnindnefyear.

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

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

13



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement

Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 7: Disclosures About Fair Value of Assets andabilities (Continued)
Level 1 Quoted prices in active markets for identical esseliabilities

Level 2 Observable inputs other than Level 1 prices, suchumted prices for similar assets or
liabilities; quoted prices in active markets that aot active; or other inputs that are
observable market data for substantially the &t of the assets or liabilities.

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

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

Available-for-Sale Securities

Where quoted market prices are available in avectiarket, securities are classified within Level
1 of the valuation hierarchy. Level 1 securitiesludes exchange traded equities. If quoted
market prices are not available, then fair values estimated by using pricing models, quoted
prices of securities with similar characteristicglizscounted cash flows. Level 2 securities inelud
U.S. Government sponsored agencies and certaincipahisecurities. In certain cases where
Level 1 or Level 2 inputs are not available, se¢@siare classified within Level 3 of the hierarchy
and include other less liquid securities.

I nterest Rate Swap Agreement

The fair value is estimated by a third party usinguts that are observable or that can be
corroborated by observable market data, and therefare classified within Level 2 of the
valuation hierarchy.

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

Fair Value Measurements Using
Quoted Prices _
in Active Significant Other

Markets for Observable
Identical Assts Inputs
Fair Value (Level 1) (Level 2)
(In thousian
Available-for-Sale Securities $ 68,346 $ 493 7$863
Interest rate Swap Agreement (61) - (61

$ 68,285 $ 493 $ 67,792

14



Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2008 and 2007
(Unaudited)

Note 7: Disclosures About Fair Value of Assets drlLiabilities (Continued)

Following is a description of the valuation methlodges used for instruments measured at fair
value on a non-recurring basis and recognized enattcompanying balance sheet, as well as the
general classification of such instruments purstmttie valuation hierarchy.

Impaired Loans

Loan impairment is reported when scheduled paymenter contractual terms are deemed
uncollectible. Impaired loans are carried at thespnt value of estimated future cash flows using
the loan’s existing rate, or the fair value of ttwlateral if the loan is collateral dependent. A
portion of the allowance for loan losses is alledato impaired loans if the value of such loans is
deemed to be less than the unpaid balance. I thiéscations cause the allowance for loan losses
to require increase, such increase is reported@panent of the provision for loan losses. Loan
losses are charged against the allowance when Mareag believes the uncollectability of a loan
is confirmed. During the 2008 first quarter, certampaired collateral dependent loans were
partially charged-off or re-evaluated, resulting anremaining balance for these loans, net of
specific allowance, of $3,992,000 as of March 30& This valuation would be considered Level
3, consisting of appraisals of underlying collatera

Note 8: Business Acquisition

On February 16, 2007, the Company acquired 100%eobutstanding common stock of Unison
Bancorp, Inc. (“Unison”) and its subsidiary, West&lational Bank of Lenexa, Kansas (“Western”)
for $10,180,000 in cash and merged Unison intddbmpany. On March 29, 2007, the Company
sold Western to Northland National Bank, Kansasy,CMissouri, and simultaneously the
Company’s subsidiary, Bank of Blue Valley, purclth$ee 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 oatleisition, the Company has had the opportunity
to continue its expansion in Johnson County. Hugquisition represented the Company'’s first
presence in Lenexa. Their results of operation® Heeen included in the consolidated 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.
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Blue Valley Ban Corp.
Notes to Condensed Consolidated Financial Statement
Three Months Ended March 31, 2008 and 2007

(Unaudited)
Note 8: Business Acquisition (Continued)
(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 approximatsven years and is being amortized using the
straight-line method and the bank charter, whick subsequently sold on March 29, 2007. Since
the transaction was structured as a stock acaunditie tax bases of the assets and liabilitiesezhrr
over from the acquiree. As a result, the $1.0iomllcore deposit intangible and $4.5 million of
goodwill are not considered deductible for incomme purposes.
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Iltem 2. Management's Discussion and Analysis of i&ncial Condition
and Results Of Operations

This report contains forward-looking statements hinitthe meaning of Section 21E of the
Securities Exchange Act of 1934, as amended. Tdmap@ny intends such forward-looking
statements to be covered by the safe harbor pongdior forward-looking statements contained in
the Private Securities Litigation Reform Act of 398nd is including this statement for purposes of
those safe harbor provisions. Forward-looking etaents, which are based on certain
assumptions and describe future plans, strategiesexpectations of the Company, can generally
be identified by use of the words "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; potential avdrable results of litigation to which the
Company may become a party; and the possible dduéffect of potential acquisitions or
expansions. These risks and uncertainties shoeld¢dnsidered in evaluating forward-looking
statements and undue reliance should not be planezlich 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 criticalounting 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 couldsilgect to revision as new information
becomes available. There have not been any mati@ages in our critical accounting policy
since December 31, 2007. Further description ofcatical accounting policy can be found in our
Annual Report on Form 10-K for the year ended Ddamm31, 2007.

Results of Operations

Three months ended March 31, 2008 and 200&t income for the quarter ended March 31, 2008,
was $630,000, compared to net income of $1.2 milfior the quarter ended March 31, 2007,
representing a decrease of $534,000, or 45.88%utediearnings per share decreased 45.83% to
$0.26 during the first quarter of 2008 from $0.48the same period of 2007. The Company's
annualized returns on average assets and averkagdaiders' equity for the three-month period
ended March 31, 2008 were 0.34% and 4.44%, compar@®7% and 8.74%, respectively, for the
same period in 2007, decreases of 49.25% and 49128%ectively.

The contributing factors to our decrease in nebime in the current year first quarter from the
prior year was primarily due to a reversal of $8P9, in interest income on loans placed on
nonaccrual during the first quarter and a lowerintirest margin due to the decrease in market
interest rates during the fourth quarter of 200d dinst quarter of 2008. Another factor

contributing to the decrease in net income was itlteease in the provision for loan losses
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Iltem 2. Management's Discussion and Analysis of i&ncial Condition
and Results Of Operations

attributed to the decline in the credit qualitytioé real estate and construction portfolio duehio t
industry wide decline in the real estate markehe Thcrease in the provision for loan losses was
also attributed to the internal growth of the Igaortfolio. A decrease in loans held for sale fee
income has also contributed to lower net incombe d@ecrease in net income was partially offset
by an increase in non-interest income due to gedatized from the sale of available-for-sale
securities during the first quarter to provide fungdfor additional loan growth.

Net | nterest |ncome

Three months ended March 31, 2008 and 20edlly tax equivalent (FTE) net interest income for
the three-month period ended March 31, 2008 wa$ #illion, a decrease of $828,000, or
12.23%, from $6.8 million for the three-month periended March 31, 2007.

FTE interest income for the current year first gerawas $11.6 million, a decrease of $1.1 million,
or 8.75%, from $12.7 million in the prior year figuarter. This decrease was primarily a result of
an overall decrease in rates earned on averagmg@assets. The overall yield on average earning
assets decreased by 118 basis points to 6.70%gdumenthree-month period ending March 31,
2008 compared to 7.88% during the same period @Y 20The 118 basis point decrease in yield
resulted from a reversal of $429,000 in interestlaans placed on nonaccrual during the first
quarter of 2008 and decreases in market interéss.raThe Federal Reserve has lowered the
Federal Fund Rate 300 basis points since Septe@ifif. The lower yield was offset by an
increase in the average loan balance, which inecc&62.3 million, or 11.42%. This increase is
primarily attributed to internal loan growth.

Interest expense for the current year first quantas $5.7 million, an increase of $288,000, or
4.81%, from $6.0 million in the prior year firstaper. This decrease was primarily a result of a
decrease in the rate paid on our savings and momaeket deposits, short-term borrowings and
long-term borrowings resulting from the impact eteases in market interest rates. The rate paid
on total average interest-bearing liabilities desexl 56 basis points to 3.80% during the three
month period ending March 31, 2008 compared to%.3fring the same period in 2007. In
addition, average interest-bearing liabilities eased $46.5 million or 8.34% to $603.5 million
during the first quarter of 2008 compared to $55mMi0ion during the prior year period. The
increase in average interest-bearing liabilities wamarily the result of higher short- and long-
term borrowing of $49.1 million, or 50.73%. The r@many increased its advances with the
Federal Home Loan Bank in order to provide addéldanding source for our loan growth and
advanced funds on its operating line of creditrtov/jale additional capital at the Bank.

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

Average Balances, Yields and Rates

Three Months Ended March 31,

2008 2007
Aver- Aver-
age age
Average Yield/ Average Yield/
Balance Interest Rate Balance Interest Rate

(In thousands)

Assets
Federal funds sold.............cccovvvveiei e $ 5544 3 39 283 % $ 7978 $ 99 5.01
Investment securities — taxable ...........c.cee... 76,250 97t 5.14 87,362 1,016 4,71
Investment securities — non-taxable (1) .. 210 3 5.75 360 6 6.87
Mortgage loans held for sale.................co. 8,867 114 5.17 14,877 230 6.2¢
Loans, net of unearned discount and fees ......... 608,407 10,51: 6.95 546,071 11,407 8.417
Total earning assets........ccccccvveeeeiieeeeceenne 699,278 1164z 6.70 656,648 12,758 7.8¢
Cash and due from banks — non-interest bearing 97,37 16,176
Allowance for possible loan losses..........co..  (8,700) (6,440)
Premises and equipment, net................cceeee. 18,681 18,673
Other ASSEtS......iiieeiiiiieeee e mmeemm e 24,401 18,507
Total ASSEtS.....ciieeiiieeeeiie e $ 751,039 $ 703,564
Liabilities and Stockholders’ Equity
Deposits-interest bearing:
Interest-bearing demand accounts................ $ 39657 $ 22¢ 231 % $ 25484 $ 80 1.27
Savings and money market deposits ................. 154,099 89(C 2.32 143,757 1,312 3.7C
Time depoSitS......coeeviiieeeriiiieeeeeeeee e 263,823 3,167 4.83 290,955 3,344 4.6¢
Total interest-bearing deposits............owe.. 457,579 4,284 3.77 460,196 4,736 4.1
Short-term borrowings...........cccoeeeeiiiiiceeeennen. 36,487 174 1.92 30,491 339 4.51]
Long-term debt .........cccvveeiiiieeiieee e 109,390 1,24: 4,57 66,297 915 5.6(
Total interest-bearing liabilities ................ 603,456 5,702 3.80 556,984 5,990 4.3¢€
Non-interest bearing deposits...............ceee-. 85,745 87,665
Other liabilities ...........coeeeeeeeiiiiiiii e 4,827 4,883
Stockholders’ equity .......c.coeoviiiiieeiiiceees 57,011 54,032
Total liabilities and stockholders’ equity $ 7639 $ 703,564
Net interest income/spread ...............ccceeuee.. $ 5,94( 2.90 % $ 6,768 3.52
Net interest margin.........ccccceeeeeeiiiiiceceeeeeens 3.42 % 4.1¢

%

%

%

(1) Presented on a fully tax-equivalent basis agsyiatax rate of 34%. For the quarters endingdd&1, 2008 and 2007, the

tax equivalency adjustment amounted to $1,000 2@0P respectively.
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Iltem 2. Management's Discussion and Analysis of i&ancial 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
Three Months Ended March 31,
2008 Compared to 2007
Change Change
Due to Due to Total
Rate Volume Change
(In thousands)
Federal funds sold and other short-term investments............cccccoeeun.... $ 43) $ @an s (60)
Investment securities — taxable ..o oo 95 136) (42)
Investment securities — non-taxable (1)... Q) 2) 3)
Mortgage loans held for sale................... (0] 2} (76) (116)
Loans, net of unearned diSCOUNt ............cceeeeeiiieeeei i @) 1,109 (896)
Total iINtereSt INCOME.......uuviii et (1,994) 878 (1,116)
Interest-bearing demand acCouNtS...........ccoecceriiiiiieeeiiiiiiiiiee e 66 82 148
Savings and money market depoSItS ...........eeeeeeriieeraiiiiiiiieiiee e (483) 61 (422)
TIME AEPOSIES ..ceiiiieeii ittt e e e e e e 131 (308) a77)
Short-term borrowings.............cc...... (194) 29 (165)
Long-termdebt .........ccccceiiiiiiniis (168) 496 328
Total interest expense (648) 360 (288)
Net iNtEreSt INCOME .......uvieeiiiiie et (1,346) $ 518 $ (828)

(1) Presented on a fully tax-equivalent bas@ieing a tax rate of 34%.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

Provision for Loan L osses

The provision for loan losses for the first quadé008 was $900,000, compared to $400,000 for
the same period of 2007. The increase in provigoitpan losses recorded during the three-month
period ended March 31, 2008 compared to the samedpm the prior year was a result of the
decline in the credit quality of the real estate apnstruction portfolio due to the industry wide
decline in the real estate market. The increasledmrovision for loan losses was also attributed
the internal growth of the loan portfolio. If thikend in the real estate market is prolonged and
losses increase, it could result in higher loarsdesin the future. The Company’s credit
administration function performs monthly analysestbe loan portfolio to assess and report on
risk levels, delinquencies, an internal rankingtetysand overall credit exposure. Management
and the Bank’s Board of Directors review the alloa&for loan losses monthly, considering such
factors as current and projected economic condititman growth, the composition of the loan
portfolio, loan trends and classifications, andeotfactors. The Company makes provisions for
loan losses in amounts that management deems agcéssnaintain the allowance for loan losses
at an appropriate level.

Non-interest | ncome

Three Months Ended

March 31,
2008 2007
(In thousands)

Loans held for sale fee iNCOMe..........ooeoceeeeeeeeeeeeennnn $ 733 $ 1,102
NSF charges and service fees.........cccooeeeeeeiiiiciinnenn. 345 328
Other service Charges ........ooocuvveeieiieeeeeeeceeeee e 351 326
Realized gains on available-for-sale securitiet.,.ne..... 478 —
Other INCOME ..vvvviiiiiiiiiii e emrmnn e e e 259 241

Total non-interest iNCoOMe.........ccccvveeeeeeeeereeeinns $ 2,166 $ 1,997

Non-interest income increased $169,000, or 8.46%%2t2 million during the three-month period
ended March 31, 2008, from $2.0 million during theee-month period ended March 31, 2007.
The increase was primarily attributable to net gaiealized on the sale of available-for-sale
securities of $478,000. The securities were solorbvide additional funding for our loan growth.
The increase in non-interest income was partiaffged by a $369,000, or 33.48%, decrease in
loans held for sale fee income for the three-m@atod ended March 31, 2008. We experienced
a decline in our mortgage loans held for sale fe®me due to a decline in residential mortgage
origination and refinancing resulting from an intlysvide decline in the housing market.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

Non-interest Expense

Three Months Ended

March 31,
2008 2007
(In thousands)
Salaries and employee benefits.............commme.... $ 3,528 $ 3,898
OCCUPANCY v eeeeees 844 769
General and administrative .................oommeeeeeeens 1,838 1,917
Total non-interest expense.................ceeeee... $ 6,210 $ 6,584

Non-interest expense decreased $374,000, or 5.88%6.2 million during the three-month period
ended March 31, 2008, compared to $6.6 million rduthe prior year period. The change was
attributed primarily to a decrease in salaries amployee benefits expenses, which decreased
$370,000, or 9.49%, during the three-month perioded March 31, 2008. The decrease in salaries
and employee benefits was a result of the 2007cteduof our mortgage division staffing due to
the mortgage restructuring and the decline in nagyggorigination volume that occurred during
2007. The Company had 210 full-time equivalent leyges at March 31, 2008 compared to 235
full-time equivalent employees at the same perdstlyear. The decrease in non-interest expense is
partially offset by an increase in occupancy expenfs$75,000, or 9.75%, compared to the prior
year period. This increase in occupancy expense uie to increased depreciation and
maintenance expenses primarily related to the iaddif our Lenexa banking center in March 2007
as a result of the acquisition of Unison Bancong, land its subsidiary, Western National Bank.
The decrease in general and administrative expesfs®89,000, or 4.12%, compared to the prior
year period was primarily due to the consultingviees incurred during 2007 for the mortgage
department restructuring, as well as expensesetktatthe purchase of Unison Bancorp, Inc. and
its subsidiary and the marketing efforts focusedhennew location.

Financial Condition

Total assets for the Company at March 31, 2008e\W&68.1 million, an increase of $31.9 million,

or 4.33%, compared to $736.2 million at December2BD7. Deposits and stockholders' equity at
March 31, 2008, were $544.2 million and $60.1 willi respectively, compared with $536.4

million and $58.9 million, respectively, at Decemi3&, 2007, increases of $7.8 million or 1.46%,
and $1.1 million or 1.91%, respectively.

Available-for-sale securities at March 31, 200&led $68.6 million, reflecting a 10.81% decrease
from $76.9 million at December 31, 2007. The daseeis a result of the sale of $12.0 million in
available-for-sale securities during the first deaif 2008 to provide funding for additional loan

growth.

Mortgage loans held for sale at March 31, 2008&dt&6.7 million, a decrease of $4.3 million, or
38.95%, compared to $11.0 million at December 372 The Company’s principal funding
source for mortgage loans held for sale is shont-tand long-term advances from the Federal
Home Loan Bank. Advance availability with the Fedédiome Loan Bank is determined quarterly
and at March 31, 2008, approximately $30.0 millicas available.
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Item 2. Management's Discussion and Analysis of kancial Condition
and Results of Operations

Loans at March 31, 2008 totaled $622.5 millionle&ing an increase of $25.9 million, or 4.34%,
compared to $596.6 million at December 31, 200Te hcrease in the loan portfolio during the
first quarter is primarily the result of the efferdnd experience of our lending staff. The loan to
deposit ratio at March 31, 2008 was 114.40% conuprd 11.24% at December 31, 2007.

Non-performing assets consist primarily of loanstgiue 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
March 31, March 31, December 31,
2008 2007 2007

(In thousands)
Commercial and all other loans:

Past due 90 days or more $ 21 3 523 $ 680

Nonaccrual 187 101 60
Commercial real estate loans:

Past due 90 days or more — 4,951 —

Nonaccrual 250 514 512
Construction loans:

Past due 90 days or more — 324 10,699

Nonaccrual 19,018 136 10,115
Lease financing:

Past due 90 days or more — — 11

Nonaccrual 355 348 1,084
Residential real estate loans:

Past due 90 days or more — 101 1,194

Nonaccrual 1,824 304 189
Consumer loans:

Past due 90 days or more — 11 13

Nonaccrual 47 — —
Home equity loans:

Past due 90 days or more — — 637

Nonaccrual 637 — —

Debt securities and other assets (exclude other flea
estate owned and other repossessed assets):
Past due 90 days or more — — —

Nonaccrual — — —
Total non-performing loans 22,339 7,313 25,194
Foreclosed assets held for sale 5,189 1,287 2,523
Total non-performing assets $ 27,528 $__ 8,600 $ 27,717
Total nonperforming loans to total loans 3.59% 1.31% 4.22%
Total nonperforming loans to total assets 2.91% 0.99% 3.42%
Allowance for loan losses to nonperforming loans .2800 92.42% 35.65%
Nonperforming assets to loans and foreclosed
assets held for sale 4.39% 1.53% 4.63%
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As of March 31, 2008, non-performing loans equa@é®% of total loans, representing a decrease
in non-performing loans from December 31, 2007 e ©kerall credit exposure in the Company’s
portfolio remained relatively consistent as comgaeDecember 31, 2007. The decrease in total
non-performing loans was primarily a result of iempany foreclosing on properties held by
three borrowing relationships, thus the increastiaclosed assets held for sale. At March 31,
2008, five borrowing relationships make up apprately 91% of the $19.0 million non-
performing construction loans. This is a resultted industry wide decline in the real estate
market. If this trend continues, it could resuit an increase in non-performing assets and
foreclosed assets held for sale. We closely momiom-performing credit relationships and our
philosophy has been to value non-performing loangheir estimated collectible value and to
aggressively manage these situations.
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The following table sets forth information regamglichanges in our allowance for loan and
valuation losses for the periods indicated.

Summary of Loan Loss Experience and Related Informtion

As of and for the

Three months

Three months

ended ended Year ended
March 31, March 31, December 31,
2008 2007 2007
(In thousands)
Balance at Beginning of Period $ 8,982 $ 6,106 $ 6,106
Loans Charged Off
Commercial loans — 50 215
Commercial real estate loans 62 — —
Construction loans 283 25 244
Lease financing 266 — 139
Residential real estate loans 11 49 49
Consumer loans 28 5 16
Home equity loans — — —
Total loans charged-off 650 129 663
Recoveries
Commercial loans 4 18 294
Commercial real estate loans — — 1
Construction loans — — —
Lease financing — 3 9
Residential real estate loans — — 6
Consumer loans — 2 14
Home equity loans — — —
Total recoveries 4 22 324
Net Loans Charged Off 646 107 339
Allowance for Loan Loss attributed to
acquisition — 360 360
Provision for Loan Losses 900 400 2,855
Balance at End of Period $ 9,236 $ 6,759 $ 8,982
Loans Outstanding
Average $ 608,407 $ 546,071 $ 563,224
End of period 622,540 559,047 596,646
Ratio of Allowance for Loan Losses to
Loans Outstanding
Average 1.52% 1.24% 1.59%
End of period 1.48% 1.21% 1.51%
Ratio of Net Charge-Offs (Recoveries) to
Average loans 0.11% 0.02% 0.06%
End of period loans 0.10% 0.02% 0.06%

The allowance for loan losses as a percent of toéals decreased to 1.48% as of March 31, 2008,
compared to 1.51% as of December 31, 2007.
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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 71.34%
and 72.36% of our total deposits at March 31, 2088 December 31, 2007, 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 system, to analyze myathage 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 March 31, 2008, our total stockholders' equitgswh60.1 million and our equity to asset ratio
was 7.82%. At March 31, 2008, our Tier 1 capitia was 9.71% compared to 10.28% at
December 31, 2007, while our total risk-based eapdtio was 11.42% compared to 11.53% at
December 31, 2007. As of March 31, 2008, we hauitalain excess of the requirements for a
“well-capitalized” institution.
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Iltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

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

We use asset/liability modeling software to analjipe 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 interggtome results under several interest rate
assumptions. This allows management to view hoangés in interest rates will affect the spread
between the yield received on assets and the €dsfposits and borrowed funds.

The asset/liability modeling software is also 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 percentmenge in the Bank of Blue Valley's net interest
income over the next twelve month period and nehemic value of equity at risk at March 31,

2008 based on the indicated instantaneous and pennhahanges in interest rates.

Net Interest Net Economic
Income Value of
Changes in Interest Rates (next 12 months) Equigt Risk
200 basis point rise 10.05 % (4.64)%
Base Rate Scenario - -
200 basis point decline 3.50 % 6.36%

The above table indicates that, at March 31, 2008)e event of a sudden and sustained increase
or decrease in prevailing market rates, our nerést income would be expected to increase due to
our near zero gap position. This is a result efiticrease in our money market account balances
during 2007 as a result of our acquisition of Unigancorp, Inc. and subsidiary, Western National
Bank, as well as internal growth. The increasenoney market account balances provides the
Company with greater control over the cost ofitsding base and enables the Company to expand
its net interest margin in an increasing or deéngasate environment. The Bank has placed floors
on its loans over the last several years which didiaiit the decline in yield earned on the loan
portfolio in a declining rate environment while thest of funding would decrease resulting in a
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greater net interest margin. Another consideratiaarising interest rate scenario is the impact o
mortgage loan refinancing, which would likely de€lj leading to lower loans held for sale fee
income, though the impact is difficult to quantify project.

The above table also indicates that, at March BD82in the event of a sudden increase in
prevailing market rates, the economic value of eguity would decrease. Given our current

asset/liability position, a 200 basis point incee@s interest rates will result in a lower economic

value of our equity as the change in estimated dosabilities exceeds the change in estimated
gain on assets in these interest rate scenarioshel event of a sudden decrease in prevailing
market rates, the economic value of our equity wdatrease. Currently, under a falling rate

environment, the Company's estimated market valueams would increase as a result of fixed

rate loans, net of possible prepayments. The attthimarket value of investment securities could
also rise as our portfolio contains higher yieldgggurities. However, the estimated market value
increase in fixed rate loans and investment seesini$ offset by time deposits unable to reprice to
lower rates immediately and fixed-rate callableasbes from FHLB. The likelihood of advances

being called in a decreasing rate environmentrisrdshed resulting in the advances existing until

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

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

Iltem 1. Legal Proceedings
Not applicable

Item 1A. Risk Factors
No changes

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds

Not applicable

Iltem 3. Defaults Upon Senior Securities

Not applicable

Item 4. Submission of Matters to a Vote of SecugytHolders

Not applicable

Item 5. Other Information
None

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

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

32.1 Certification of the Chief Executive Officand Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as adopted pursuant tadde@d6 of the Sarbanes-Oxley Act
of 2002

30



Signatures

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

Blue Valley Ban Corp.

Date: May 15, 2008 By: /s/ Robert D. Regnier
Robert D. Regnier, President and
Chief Executive Officer and Director
(Principal Executive Officer)

Date: May 15, 2008 By: /s/ Mark A. Fortino
Mark A. Fortino, Chief Financial Gfér
(Principal Financial [and Accounting] O#iQ

31



