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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the Quarterly Period Ended June 30, 2006

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

Commission file number:

1-6523

Exact name of registrant as specified in its charter:

Bank of America Corporation

State of incorporation:
Delaware
IRS Employer Identification Number:
56-0906609

Address of principal executive offices:
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Bank of America Corporate Center
100 N. Tryon Street
Charlotte, North Carolina 28255
Registrant s telephone number, including area code:

(704) 386-5681

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer © Non-accelerated filer ~

Indicate by check mark whether the registrant is a shell company (as defined in Exchange Act Rule 12b-2). Yes ~ No x

On July 31, 2006, there were 4,525,878,588 shares of Bank of America Corporation Common Stock outstanding.
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Consolidated Statement of Income

Three Months Ended June 30
(Dollars in millions, except per share information) 2006 2005

Interest income

Interest and fees on loans and leases $ 11,804 $ 8,294
Interest and dividends on securities 3,121 2,796
Federal funds sold and securities purchased under agreements to resell 1,900 1,249
Trading account assets 1,627 1,426
Other interest income 845 502
Total interest income 19,297 14,267

Interest expense

Deposits 3,508 2,363
Short-term borrowings 4,842 2,582
Trading account liabilities 596 611
Long-term debt 1,721 1,074
Total interest expense 10,667 6,630
Net interest income 8,630 7,637
Noninterest income

Service charges 2,077 1,920
Investment and brokerage services 1,146 1,049
Mortgage banking income 89 189
Investment banking income 612 431
Equity investment gains 646 492
Card income 3,662 1,437
Trading account profits 915 222
Other income 451 1,215
Total noninterest income 9,598 6,955
Total revenue 18,228 14,592
Provision for credit losses 1,005 875
Gains (losses) on sales of debt securities 9) 325

Noninterest expense

Personnel 4,480 3,671
Occupancy 703 615
Equipment 316 297
Marketing 551 346
Professional fees 233 216
Amortization of intangibles 441 204
Data processing 409 368
Telecommunications 228 196
Other general operating 1,162 985
Merger and restructuring charges 194 121
Total noninterest expense 8,717 7,019
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Six Months Ended June 30
2006 2005

22,931 16,374
6,135 5,329
3,609 2,153
3,175 2,608
1,572 939
37,422 27,403
6,515 4,545
9,151 4,570
1,113 1,038
3,237 2,107
20,016 12,260
17,406 15,143
3,978 3,697
2,249 2,062
226 410
1,113 797
1,306 891
7,093 2,726
1,975 907
559 1,497
18,499 12,987
35,905 28,130
2,275 1,455
5 984
9,293 7,372
1,404 1,251
660 594
1,126 683
451 393
881 412
819 732
448 402
2,267 2,004
292 233
17,641 14,076
4
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Income before income taxes 8,497 7,023 15,994 13,583
Income tax expense 3,022 2,366 5,533 4,533
Net income $ 5,475 $ 4,657 $ 10461 $ 9,050
Net income available to common shareholders $ 5,471 $ 4,653 $ 10452 $ 9,041

Per common share information

Earnings $ 1.21 $ .16 $ 229 $ 2.25
Diluted earnings $ 1.19 $ 1.14 $ 2.25 $ 2.21
Dividends paid $ 0.50 $ 0.45 $ 1.00 $ 0.90
Average common shares issued and outstanding (in thousands) 4,534,627 4,005,356 4,572,013 4,019,089
Average diluted common shares issued and outstanding (in thousands) 4,601,169 4,065,355 4,636,959 4,081,921

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Balance Sheet

(Dollars in millions)

Assets
Cash and cash equivalents
Time deposits placed and other short-term investments

Federal funds sold and securities purchased under agreements to resell (includes $136,626 and $148,299

pledged as collateral)

Trading account assets (includes $95,049 and $68,223 pledged as collateral)
Derivative assets

Securities:

Available-for-sale (includes $109,180 and $116,659 pledged as collateral)
Held-to-maturity, at cost (market value - $61 and $47)

Total securities

Loans and leases
Allowance for loan and lease losses

Loans and leases, net of allowance

Premises and equipment, net

Mortgage servicing rights (includes $3,083 measured at fair value at June 30, 2006)
Goodwill

Intangible assets

Other assets

Total assets

Liabilities

Deposits in domestic offices:
Noninterest-bearing
Interest-bearing

Deposits in foreign offices:
Noninterest-bearing
Interest-bearing

Total deposits

Federal funds purchased and securities sold under agreements to repurchase
Trading account liabilities

Derivative liabilities

Commercial paper and other short-term borrowings

Accrued expenses and other liabilities (includes $395 and $395 of reserve for unfunded lending commitments)

Long-term debt
Total liabilities

Commitments and contingencies (Notes 8 and 10)
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June 30

2006

$ 34,545
14,652

136,645
134,708
25,526

235,785
61

235,846

667,953
(9,080)

658,873

9,334
3,231
66,095
10,338
115,400

$ 1,445,193

$ 177,209
410,940

6,765
81,951

676,865

259,108
57,486
18,633

136,886
39,318

129,056

1,317,352

December 31

2005

$ 36,999
12,800

149,785
131,707
23,712

221,556
47

221,603

573,791
(8,045)

565,746

7,786
2,806
45,354
3,194
90,311

$ 1,291,803

$ 179,571
384,155

7,165
63,779

634,670

240,655
50,890
15,000

116,269
31,938

100,848

1,190,270



Edgar Filing: BANK OF AMERICA CORP /DE/ - Form 10-Q

Shareholders equity

Preferred stock, $0.01 par value; authorized - 100,000,000 shares; issued and outstanding - 1,090,189 shares 271 271

Common stock and additional paid-in capital, $0.01 par value; authorized - 7,500,000,000 shares; issued and

outstanding - 4,527,940,943 and 3,999,688,491 shares 65,822 41,693

Retained earnings 73,393 67,552

Accumulated other comprehensive income (loss) (10,973) (7,556)
Other (672) 427)
Total shareholders equity 127,841 101,533

Total liabilities and shareholders equity $1,445,193 $ 1,291,803

See accompanying Notes to Consolidated Financial Statements.
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Bank of America Corporation and Subsidiaries

Consolidated Statement of Changes in Shareholders Equity

Common Stock and

Additional Paid-in

Preferred Capital Retained
(Dollars in millions, shares in thousands) Stock Shares Amount Earnings
Balance, December 31, 2004 $ 271 4,046,546 $44,236 $58,773
Net income 9,050
Net unrealized gains on
available-for-sale debt and marketable
equity securities
Net unrealized gains on foreign
currency translation adjustments
Net losses on derivatives
Cash dividends paid:
Common (3,640)
Preferred )
Common stock issued under employee
plans and related tax benefits 53,672 2,090
Common stock repurchased (83,514) (3,819)
Other (20)
Balance, June 30, 2005 $ 271 4,016,704 $42,507 $ 64,154

Balance, December 31, 2005

Net income

Net unrealized losses on
available-for-sale debt and marketable
equity securities

Net unrealized gains on foreign
currency translation adjustments

Net gains on derivatives

Cash dividends paid:

$ 271 3,999,688

Common

Preferred
Common stock issued under employee

plans and related tax benefits 68,608
Stock issued in acquisition @ 631,145
Common stock repurchased (171,500)

Balance, June 30, 2006 $ 271 4,527,941

$41,693 $ 67,552

10,461
(4,611)
()]
2,818
29,377
(8,066)

$65,822 $73,393

Accumulated
Other Total
Comprehensive Shareholders Comprehensive
Income (Loss) M  Other Equity Income
$ (2,764) $(281) $ 100,235
9,050 $ 9,050
584 584 584
30 30 30
2,873) 2,873) (2,873)
(3,640)
)
(292) 1,798
3,819)
(1) (21
$ (5,023) $(574) $ 101,335 § 6,791
$ (7,556) $(427) $ 101,533
10,461 $ 10,461
4,373) 4,373) (4,373)
90 90 90
866 866 866
4,611)
9)
(245) 2,573
29,377
(8,066)
$ (10,973) $(672) $ 127,841 $ 7,044

@ At June 30, 2006 and December 31, 2005, Accumulated Other Comprehensive Income (Loss) (OCI) includes Net Unrealized Gains
(Losses) on Available-for-sale (AFS) Debt and Marketable Equity Securities of $(7,351) million and $(2,978) million; Net Gains (Losses)
on Derivatives of $(3,472) million and $(4,338) million; Net Unrealized Gains (Losses) on Foreign Currency Translation Adjustments of
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$(32) million and $(122) million; and Other of $(118) million and $(118) million. Amounts shown are net of tax. For additional
information on Accumulated OCI, see Note 11 of the Consolidated Financial Statements.

@ Includes the fair value of outstanding MBNA Corporation (MBNA) stock options of $435 million that were exchanged for the
Corporation s options as part of the MBNA merger.

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statement of Cash Flows

(Dollars in millions)

Operating activities

Net income

Reconciliation of net income to net cash provided by (used in) operating activities:
Provision for credit losses

Gains on sales of debt securities

Depreciation and premises improvements amortization
Amortization of intangibles

Deferred income tax expense

Net (increase) decrease in trading and derivative instruments
Net increase in other assets

Net increase (decrease) in accrued expenses and other liabilities
Stock-based compensation expense

Other operating activities, net

Net cash provided by (used in) operating activities

Investing activities

Net (increase) decrease in time deposits placed and other short-term investments
Net (increase) decrease in federal funds sold and securities purchased under agreements to resell
Proceeds from sales of available-for-sale securities

Proceeds from maturities of available-for-sale securities

Purchases of available-for-sale securities

Proceeds from maturities of held-to-maturity securities

Proceeds from sales of loans and leases

Other changes in loans and leases, net

Net purchases of premises and equipment

Proceeds from sales of foreclosed properties

Net cash paid for business acquisitions

Other investing activities, net

Net cash used in investing activities

Financing activities

Net increase in deposits

Net increase in federal funds purchased and securities sold under agreements to repurchase
Net increase in commercial paper and other short-term borrowings
Proceeds from issuance of long-term debt

Retirement of long-term debt

Proceeds from issuance of common stock

Common stock repurchased

Cash dividends paid

Excess tax benefits of share-based payments

Other financing activities, net

Net cash provided by financing activities
Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents

Table of Contents

Six Months Ended June 30
2006 2005
$ 10,461 $ 9,050
2,275 1,455
%) (984)
557 478
881 412
503 425
9,670 (6,897)
(14,912) (299)
4,320 (5,869)
683 403
(4,403) (5,557)
10,030 (7,383)
(824) 2,679
13,140 (57,927)
7,341 132,006
11,616 21,808
(34,795) (190,755)
156
12,111 11,944
(71,238) (21,297)
(206) (563)
71 58
3,519)

(516) 306
(66,819) (101,585)
13,437 16,847
17,668 87,969
18,669 15,165
21,886 7,806

(6,744) (7,714)
1,734 1,524
(8,066) (3,819)
(4,620) (3,649)
203
111 (58)
54,278 114,071
57 (104)
(2,454) 4,999

10
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Cash and cash equivalents at January 1 36,999 28,936

Cash and cash equivalents at June 30 $ 34,545 $ 33,935

The fair values of noncash assets acquired and liabilities assumed in the MBNA merger were $83.5 billion and $50.6 billion.
Approximately 631 million shares of common stock, valued at approximately $28.9 billion were issued in connection with the MBNA merger.

See accompanying Notes to Consolidated Financial Statements.
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Notes to Consolidated Financial Statements

Bank of America Corporation and its subsidiaries (the Corporation) through its banking and nonbanking subsidiaries, provide a diverse range of
financial services and products throughout the U.S. and in selected international markets. At June 30, 2006, the Corporation operated its banking
activities primarily under three charters: Bank of America, National Association (Bank of America, N.A.), Bank of America, N.A. (USA), and
FIA Card Services, N.A. Effective June 10, 2006, MBNA America Bank N.A. was renamed FIA Card Services, N.A.

On January 1, 2006, the Corporation acquired 100 percent of the outstanding stock of MBNA Corporation (MBNA). The MBNA merger was
accounted for under the purchase method of accounting. Consequently, MBNA s results of operations were included in the Corporation s results
beginning as of January 1, 2006.

NOTE 1 - Summary of Significant Accounting Principles

Principles of Consolidation and Basis of Presentation
The Consolidated Financial Statements include the accounts of the Corporation and its majority-owned subsidiaries, and those variable interest
entities (VIEs) where the Corporation is the primary beneficiary. All significant intercompany accounts and transactions have been eliminated.

The information contained in the Consolidated Financial Statements is unaudited. In the opinion of management, normal recurring adjustments
necessary for a fair statement of the interim period results have been made. Results of operations of companies purchased are included from the
dates of acquisition.

Certain historical financial statements and other selected financial data were restated to comply with the accounting treatment for certain
derivative transactions under the Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and
Hedging Activities, as amended (SFAS 133). For additional information on this restatement, see Note 1 of the Consolidated Financial
Statements filed as Exhibit 99.2 to the Corporation s Current Report on Form 8-K filed on May 25, 2006.

As part of its credit portfolio management, the Corporation purchases credit protection through credit derivatives. Effective January 1, 2006, the
Corporation classifies the impact of these credit derivatives that economically hedge the portfolio in Other Income. Prior to January 1, 2006, the
impact was classified in Trading Account Profits.

Certain prior period amounts have been reclassified to conform to current period presentation.

Recently Issued or Proposed Accounting Pronouncements

On July 13, 2006, the Financial Accounting Standards Board (FASB) issued FASB Staff Position (FSP) No. FAS 13-2, Accounting for a Change
or Projected Change in the Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease Transaction (FSP 13-2). The
principal provision of FSP 13-2 is the requirement that a lessor recalculate the recognition of lease income when there is a change in the

estimated timing of the cash flows relating to income taxes generated by such leveraged lease. FSP 13-2 is effective as of January 1, 2007 and
requires that the cumulative effect of adoption be reflected as an adjustment to the beginning balance of Retained Earnings in the period of
adoption with a corresponding offset decreasing the net investment in leveraged leases. Management currently estimates that the adoption of

FSP 13-2 will result in an adjustment increasing Goodwill by approximately $400 million for leveraged leases acquired as part of the

FleetBoston Merger and a charge of approximately $350 million to Retained Earnings as of January 1, 2007.

On July 13, 2006, the FASB released FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of FASB
Statement No. 109 (FIN 48). FIN 48 clarifies the accounting and reporting for income taxes where interpretation of the tax law may be
uncertain. FIN 48 prescribes a comprehensive model for the financial statement recognition, measurement, presentation and disclosure of
income tax uncertainties with respect to positions taken or expected to be taken in income tax returns. The Corporation will adopt FIN 48 on
January 1, 2007. The cumulative effect, if any, of applying FIN 48 will be recorded as an adjustment to the beginning balance of Retained
Earnings. Management is currently evaluating the effect of FIN 48 on the Corporation.
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On March 31, 2006, the FASB issued an exposure draft, Employers Accounting for Defined Benefit Pension and Other Postretirement Plans, an
amendment of FASB Statements No. 87, 88, 106, and 132(R). The exposure draft requires the recognition of a plan s over-funded or
under-funded status as an asset or liability and an adjustment to Accumulated OCI. Additionally, the exposure draft requires determination of the
fair values of a plan s assets at a company s year-end and recognition of actuarial gains and losses, and prior service costs and credits, as a
component of Accumulated OCI. A final standard is expected to be issued during the second half of 2006 and is expected to be effective
December 31, 2006. If the provisions in this exposure draft had been applied as of December 31, 2005, Shareholders Equity would have been
reduced by approximately $2.9 billion before tax and approximately $1.9 billion after tax. For additional information on the Corporation s
pension and postretirement plans, see Note 16 of the Consolidated Financial Statements filed as Exhibit 99.2 to the Corporation s Current Report
on Form 8-K filed on May 25, 2006.

On March 17, 2006, the FASB issued Statement of Financial Accounting Standards (SFAS) No. 156, Accounting for Servicing of Financial
Assets, an amendment of FASB Statement No. 133 and 140 (SFAS 156), which permits, but does not require, an entity to account for one or
more classes of servicing rights (i.e., mortgage servicing rights, or MSRs) at fair value, with the changes in fair value recorded in the
Consolidated Statement of Income. The Corporation elected to early adopt the standard and to account for consumer MSRs using the fair value
measurement method on January 1, 2006. Commercial related MSRs continue to be accounted for using the amortization method (i.e., lower of
cost or market). The adoption of this standard did not have a material impact on the Corporation s results of operations or financial condition. For
additional information on MSRs, see Note 7 of the Consolidated Financial Statements.

On February 16, 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Instruments (SFAS 155), which permits, but does not
require, fair value accounting for any hybrid financial instrument that contains an embedded derivative that would otherwise require bifurcation
in accordance with SFAS 133. The statement also subjects beneficial interests issued by securitization vehicles to the requirements of SFAS
133. The statement is effective as of January 1, 2007, with earlier adoption permitted. The adoption of SFAS No. 155 will not have a material
impact on the Corporation s results of operations and financial condition.

Effective January 1, 2006, the Corporation adopted SFAS No. 123 (revised 2004), Share-based Payment (SFAS 123R). Previously, the
Corporation accounted for stock-based employee compensation under the fair value-based method of accounting. For additional information on
stock-based employee compensation, see Note 13 of the Consolidated Financial Statements.

For additional information on recently issued accounting pronouncements and other significant accounting principles, see Note 1 of the
Consolidated Financial Statements filed as Exhibit 99.2 to the Corporation s Current Report on Form 8-K filed on May 25, 2006.

NOTE 2 MBNA Merger and Restructuring Activity

The Corporation acquired 100 percent of the outstanding stock of MBNA on January 1, 2006 under the terms of the MBNA merger agreement.
As a result, 1,260 million shares of MBNA common stock were exchanged for 631 million shares of the Corporation s common stock. Prior to
the MBNA merger, this represented approximately 16 percent of the Corporation s outstanding common stock. MBNA shareholders also
received cash of $5.2 billion. The MBNA merger was a tax-free merger for the Corporation. The acquisition expands the Corporation s customer
base and its opportunity to deepen customer relationships across the full breadth of the Corporation by delivering innovative deposit, lending and
investment products and services to MBNA s customer base. Additionally, the acquisition allows the Corporation to significantly increase its
affinity relationships through MBNA s credit card operations and sell these credit cards through its delivery channels (including the retail branch
network). MBNA s results of operations were included in the Corporation s results beginning January 1, 2006.

The MBNA merger was accounted for under the purchase method of accounting in accordance with SFAS No. 141, Business Combinations. The
purchase price has been allocated to the assets acquired and the liabilities assumed based on their estimated fair values at the MBNA merger date

as summarized below. This allocation is based on management s current estimation and could change as the fair value calculations are finalized
and more information becomes available.
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MBNA Purchase Price Allocation (In millions, except per share amounts)
Purchase price

Purchase price per share of the Corporation s common stock” $45.856

Exchange ratio 0.5009

Purchase price per share of the Corporation s common stock exchanged $22.969

Cash portion of the MBNA merger consideration 4.125

Implied value of one share of MBNA common stock 27.094

MBNA common stock exchanged 1,260

Total value of the Corporation s common stock and cash exchanged $ 34,139

Fair value of outstanding stock options and direct acquisition costs 467

Total purchase price $ 34,606

Allocation of the purchase price

MBNA stockholders equity $ 13,410

MBNA goodwill and other intangible assets (3,564)
Adjustments to reflect assets acquired and liabilities assumed at fair value:

Loans and leases (292)
Premises and equipment (550)
Identified intangibles 7,886

Other assets (840)
Deposits 97
Exit and termination liabilities (368)
Other personnel-related liabilities (685)
Other liabilities and deferred income taxes (585)
Long-term debt (409)
Estimated fair value of net assets acquired 13,906

Estimated goodwill resulting from the MBNA merger $20,700

@ The value of the shares of common stock exchanged with MBNA shareholders was based upon the average of the closing prices of the
Corporation s common stock for the period commencing two trading days before, and ending two trading days after, June 30, 2005, the
date of the MBNA merger announcement.

@ Includes purchased credit card relationships of $5,698 million, affinity relationships of $1,641 million, core deposit intangibles of $214
million, and other intangibles of $333 million. The amortization life for core deposit intangibles is 10 years, and purchased credit card
relationships and affinity relationships are 15 years and are amortized on an accelerated basis.

& No Goodwill is expected to be deductible for tax purposes. Substantially all Goodwill was allocated to Global Consumer and Small
Business Banking.

As aresult of the MBNA merger, the Corporation acquired certain loans for which there was, at the time of the merger, evidence of deterioration

of credit quality since origination and for which it was probable that all contractually required payments would not be collected. These loans

were accounted for in accordance with American Institute of Certified Public Accountants Statement of Position No. 03-3 Accounting for

Certain Loans or Debt Securities Acquired in a Transfer , which requires that purchased impaired loans be recorded at fair value at the time of

acquisition. The purchase accounting adjustment to reduce impaired loans to fair value results in an increase in Goodwill. In addition, an

adjustment was made to the Allowance for Loan and Lease Losses for those impaired loans resulting in a decrease in Goodwill. The outstanding
balance and fair value of such loans was approximately $1.3 billion and $940 million as of the merger date. At June 30, 2006, the outstanding
balance of such loans was approximately $297 million.
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Unaudited Pro Forma Condensed Combined Financial Information

The following unaudited pro forma condensed combined financial information presents the results of operations of the Corporation had the

MBNA merger taken place at January 1, 2005.

(Dollars in millions)

Net interest income

Noninterest income

Total revenue

Provision for credit losses

Gains on sales of debt securities
Merger and restructuring charges
Other noninterest expense
Income before income taxes

Net income

Pro Forma
Three Months  Six Months
Ended Ended
June 30, 2005
$ 8,437 $ 16,778
8,834 16,609
17,271 33,387
1,064 1,946
325 984
136 1,016
8,388 16,787
8,008 14,622
5,280 9,717

Merger and Restructuring Charges in the above table includes a nonrecurring restructuring charge related to legacy MBNA of $15 million and
$783 million for the three and six months ended June 30, 2005. Pro forma Earnings per Common Share and Diluted Earnings per Common
Share were $1.14 and $1.12 for the three months ended June 30, 2005, and $2.08 and $2.05 for the six months ended June 30, 2005.

Merger and Restructuring Charges

Merger and Restructuring Charges are recorded in the Consolidated Statement of Income, and include incremental costs to integrate the
operations of the Corporation and MBNA. These charges represent costs associated with these one-time activities and do not represent ongoing
costs of the fully integrated combined organization. The following table presents severance and employee-related charges, systems integrations
and related charges, and other merger-related charges. For a discussion of the prior year Merger and Restructuring Charges related to

FleetBoston Financial Corporation, see Note 2 of the Consolidated Financial Statements filed as Exhibit 99.2 to the Corporation s Current Report

on Form 8-K filed on May 25, 2006.

(Dollars in millions)

Severance and employee-related charges
Systems integrations and related charges
Other

Total merger and restructuring charges
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Three Months Six Months
Ended Ended
June 30, 2006
$ 20 $ 33
132 180
42 79
$194 $ 292
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Exit Costs and Restructuring Reserves

On January 1, 2006, liabilities of $468 million for MBNA s exit and termination costs were recorded as purchase accounting adjustments
resulting in an increase in Goodwill. Included in the $468 million were $409 million for severance, relocation and other employee-related
expenses and $59 million for contract terminations. During the three months ended June 30, 2006, a reduction of $100 million to the exit cost
reserves was recorded to reflect the impact of updated integration plans, including site consolidations. The reductions were related to severance,
relocation and other employee-related expenses. In addition, cash payments of $45 million and $67 million were charged against this liability
during the three and six months ended June 30, 2006, including $35 million and $37 million of severance, relocation and other employee-related
costs, and $10 million and $30 million of contract terminations reducing the balance in the liability to $301 million at June 30, 2006.

Restructuring reserves were established for legacy Bank of America associate severance, other employee-related expenses, and contract
terminations. During the three and six months ended June 30, 2006, $20 million and $33 million was recorded to the restructuring reserves
related to associate severance and other employee-related expenses, and another $20 million and $41 million for contract terminations. During
the three months ended June 30, 2006, cash payments of $4 million for severance and other employee-related costs reduced this liability. The net
impact of these items increased the balance from $34 million at March 31, 2006 to $70 million at June 30, 2006.

Payments under exit costs and restructuring reserves associated with the MBNA merger are expected to be substantially complete by the end of
2007. The following table presents the changes in Exit Costs and Restructuring Reserves for the six months ended June 30, 2006.

Exit Cost Restructuring
(Dollars in millions) Reserves() Reserves®?
Balance, January 1, 2006 $ $
MBNA exit costs 468
Restructuring charges 34
Cash payments (22)
Balance, March 31, 2006 446 34
MBNA exit costs (100)
Restructuring charges 40
Cash payments 45) (@]
Balance, June 30, 2006 $ 301 $ 70

(@ Exit costs reserves were established in purchase accounting resulting in an increase in Goodwill.
@ Restructuring reserves were established by a charge to income.
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NOTE 3 - Trading Account Assets and Liabilities
The Corporation engages in a variety of trading-related activities that are either for clients or its own account.

The following table presents the fair values of the components of Trading Account Assets and Liabilities at June 30, 2006 and December 31,
2005.

June 30 December 31

(Dollars in millions) 2006 2005
Trading account assets

Corporate securities, trading loans and other $ 44287 $§ 46,554
U.S. government and agency securities o 32,086 31,091
Equity securities 31,121 31,029
Mortgage trading loans and asset-backed securities 12,513 12,290
Foreign sovereign debt 14,701 10,743
Total $134,708 $ 131,707

Trading account liabilities

)

U.S. government and agency securities & $ 18,190 $ 23,179

Equity securities 18,896 11,371
Foreign sovereign debt 10,312 8,915
Corporate securities and other 10,088 7,425
Total $ 5748 $ 50,890

@ Includes $23.8 billion at June 30, 2006 and $22.1 billion at December 31, 2005 of government-sponsored enterprise obligations that are
not backed by the full faith and credit of the U.S. government.