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Item 8.01. OTHER EVENTS

Bank of America Corporation and its subsidiaries (the Corporation) reports the results of its operations through three business segments:Global Consumer and Small
Business Banking, Global Corporate and Investment Banking, and Global Wealth and Investment Management, with the remaining operations recorded inA4// Other. Effective
January 1, 2007, consistent with the presentation used in the Corporation’s Form 10-Q for the three months ended March 31, 2007, the Corporation changed its basis of
presentation to present Global Consumer and Small Business Banking, specifically Card Services, on a managed basis with a corresponding offset recorded ind/l Other. Also,
the financial results of certain businesses that are expected to be or have been sold have been transferred to A/l Other. In addition, certain management accounting
methodologies and related allocations were refined. Prior period segment results have been adjusted to reflect these changes. These changes did not have an impact on the
previously reported consolidated results of the Corporation.

This Current Report on Form 8-K and the exhibits hereto update the business segment information presented in the Annual Report on Form 10-K for the year ended
December 31, 2006 (the Annual Report) only to the extent this information is impacted by the revised business segment reporting methodology. Portions of the following items
from the Annual Report have been updated to reflect the revised business segment methodology:

> Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations (filed as Exhibit 99.1 and incorporated herein
by reference).
> Part II, Item 8. Financial Statements and Supplementary Data (filed as Exhibit 99.2 and incorporated herein by reference).

All updates to the Annual Report relate solely to the presentation of segment specific disclosures on a basis consistent with how management currently evaluates the
results of the segments. The revised reporting structure did not impact the consolidated balance sheet or the consolidated statements of income, changes in shareholders’ equity
and cash flows. The information in this Current Report on Form 8-K is presented as of December 31, 2006 and other than as indicated above, has not been updated to reflect
financial results subsequent to that date or any other changes since the date of the Annual Report.

Item 9.01. FINANCIAL STATEMENTS AND EXHIBITS

(d)  Exhibits

Exhibit No.
23 Consent of PricewaterhouseCoopers LLP
99.1 Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

99.2 Part II, Item 8. Financial Statements and Supplementary Data
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Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in:

+  the Registration Statements on Form S-3 (Nos. 333-133852; 333-130821; 333-112708; 333-123714; 333-70984; 333-15375; 333-18273; 333-43137; 333-97157; 333-
97197; 333-83503; 333-07229; 333-51367; 033-54784; 033-57533; 033-63097; 033-30717; 033-49881; 333-13811; 333-47222; 333-65750; 333-64450; and 333-
104151);

¢ the Registration Statements on Form S-4 (Nos. 333-127124, 333-110924 and 333-141361);

+  the Registration Statements on Form S-8 (Nos. 333-133566; 333-121513; 333-69849; 033-45279; 002-80406; 333-02875; 033-60695; 333-58657; 333-81810; 333-
53664; 333-102043; and 333-102852);

. and the Post-Effective Amendments on Form S-8 to Registration Statements on Form S-4 (Nos. 333-65209; 333-127124; 333-110924; 033-43125; 033-55145; 033-
63351; 003-62069; 033-62208; 333-16189; 333-60553; 333-40515)

of Bank of America Corporation of our report dated February 22, 2007, except with respect to our opinion on the Consolidated Financial Statements insofar as it relates to
the effects of changes in segments discussed in Note 20, for which the date is May 23, 2007, relating to the financial statements, management’s assessment of the

effectiveness of internal control over financial reporting and the effectiveness of internal control over financial reporting, which appears in this Current Report on Form 8-
K.

Plieowatiidonce Loopui i

Charlotte, North Carolina
May 23, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This report contains certain statements that are forward-looking within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are not
guarantees of future performance and involve certain risks, uncertainties and assumptions that are difficult to predict. Actual outcomes and results may differ materially from
those expressed in, or implied by, our forward-looking statements. Words such as “expects,” “anticipates,” “believes,” “estimates” and other similar expressions or future or
conditional verbs such as “will,” “should,” “would” and “could” are intended to identify such forward-looking statements. Readers of the Annual Report of Bank of America
Corporation and its subsidiaries (the Corporation) should not rely solely on the forward-looking statements and should consider all uncertainties and risks throughout this
report as well as those discussed under Item 1A. “Risk Factors.” The statements are representative only as of the date they are made, and the Corporation undertakes no
obligation to update any forward-looking statement.

e

Possible events or factors that could cause results or performance to differ materially from those expressed in our forward-looking statements include the following:
changes in general economic conditions and economic conditions in the geographic regions and industries in which the Corporation operates which may affect, among other
things, the level of nonperforming assets, charge-offs and provision expense; changes in the interest rate environment which may reduce interest margins and impact funding
sources; changes in foreign exchange rates; adverse movements and volatility in debt and equity capital markets; changes in market rates and prices which may adversely
impact the value of financial products including securities, loans, deposits, debt and derivative financial instruments, and other similar financial instruments; political
conditions and related actions by the United States abroad which may adversely affect the Corporation’s businesses and economic conditions as a whole; liabilities resulting
from litigation and regulatory investigations, including costs, expenses, settlements and judgments; changes in domestic or foreign tax laws, rules and regulations as well as
court, Internal Revenue Service or other governmental agencies’ interpretations thereof; various monetary and fiscal policies and regulations, including those determined by
the Board of Governors of the Federal Reserve System (FRB), the Olffice of the Comptroller of the Currency (OCC), the Federal Deposit Insurance Corporation (FDIC), state
regulators and the Financial Services Authority (FSA); changes in accounting standards, rules and interpretations; competition with other local, regional and international
banks, thrifis, credit unions and other nonbank financial institutions; ability to grow core businesses, ability to develop and introduce new banking-related products, services
and enhancements, and gain market acceptance of such products; mergers and acquisitions and their integration into the Corporation; decisions to downsize, sell or close units
or otherwise change the business mix of the Corporation, and management’s ability to manage these and other risks.

The Corporation, headquartered in Charlotte, North Carolina, operates in 30 states, the District of Columbia and 44 foreign countries. The Corporation provides a
diversified range of banking and nonbanking financial services and products domestically and internationally through three business segments: Global Consumer and Small
Business Banking, Global Corporate and Investment Banking, and Global Wealth and Investment Management.

At December 31, 2006, the Corporation had $1.5 trillion in assets and approximately 203,000 full-time equivalent employees. Notes to Consolidated Financial Statements
referred to in Management’s Discussion and Analysis of Financial Condition and Results of Operations are incorporated by reference into Management’s Discussion and
Analysis of Financial Condition and Results of Operations. Certain prior period amounts have been reclassified to conform to current period presentation.

Recent Events

In January 2007, the Board of Directors (the Board) authorized a stock repurchase program of up to 200 million shares of the Corporation’s common stock at an aggregate
cost not to exceed $14.0 billion to be completed within a period of 12 to 18 months. In April 2006, the Board authorized a stock repurchase program of up to 200 million shares
of the Corporation’s common stock at an aggregate cost not to exceed $12.0 billion to be completed within a period of 12 to 18 months, of which the lesser of approximately
$4.9 billion, or 63.1 million shares, remains available for repurchase under the program at December 31, 2006.

In January 2007, the Board declared a regular quarterly cash dividend on common stock of $0.56 per share, payable on March 23, 2007 to common shareholders of record
on March 2, 2007. In October 2006, the Board declared a regular
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quarterly cash dividend on common stock of $0.56 per share which was paid on December 22, 2006 to common shareholders of record on December 1, 2006. In July 2006, the
Board increased the quarterly cash dividend on common stock 12 percent from $0.50 to $0.56 per share.

In December 2006, the Corporation completed the sale of its retail and commercial business in Hong Kong and Macau (Asia Commercial Banking business) to China
Construction Bank (CCB) for $1.25 billion. The sale resulted in a $165 million gain (pre-tax) that was recorded in Other Income.

In November 2006, the Corporation announced a definitive agreement to acquire U.S. Trust Corporation (U.S. Trust) for $3.3 billion in cash. U.S. Trust is one of the
largest and most respected U.S. firms which focuses exclusively on managing wealth for high net-worth and ultra high net-worth individuals and families. The acquisition will
significantly increase the size and capabilities of the Corporation’s wealth business and position it as one of the largest financial services companies managing private wealth in
the U.S. The transaction is expected to close in the third quarter of 2007.

In November 2006, the Corporation issued 81,000 shares of Bank of America Corporation Floating Rate Non-Cumulative Preferred Stock, Series E with a par value of
$0.01 per share for $2.0 billion. In September 2006, the Corporation issued 33,000 shares of Bank of America Corporation 6.204% Non-Cumulative Preferred Stock, Series D
with a par value of $0.01 per share for $825 million. In July 2006, the Corporation redeemed its 700,000 shares, or $175 million, of Fixed/Adjustable Rate Cumulative
Preferred Stock and redeemed its 382,450 shares, or $96 million, of 6.75% Perpetual Preferred Stock. Both classes were redeemed at their stated value of $250 per share, plus
accrued and unpaid dividends.

In September 2006, the Corporation completed the sale of its Brazilian operations in exchange for approximately $1.9 billion in equity of Banco Itati Holding Financeira
S.A. (Banco Itau), Brazil’s second largest nongovernment-owned banking company. The sale resulted in a $720 million gain (pre-tax) that was recorded in Other Income. In
August 2006, we announced a definitive agreement to sell our operations in Chile and Uruguay for stock in Banco Itatl and other consideration totaling approximately $615
million. These transactions, as well as the previously announced sale of our operations in Argentina, are expected to close in early 2007.

MBNA Merger Overview

The Corporation acquired 100 percent of the outstanding stock of MBNA Corporation (MBNA) on January 1, 2006, for $34.6 billion. In connection therewith
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 our delivery channels (including the retail branch network).
MBNA’s results of operations were included in the Corporation’s results beginning January 1, 2006. The purchase price has been allocated to the assets acquired and the
liabilities assumed based on their fair values at the MBNA merger date. For more information related to the MBNA merger, see Note 2 of the Corporation’s Consolidated
Financial Statements.

Economic Overview

In 2006, the U.S. economic performance was healthy as real Gross Domestic Product grew an estimated annualized 3.4 percent. Consumer spending remained resilient
despite significant declines in housing and mortgage refinancing activities. Global economies recorded another solid year of growth, led by robust expansion in Asia.
Importantly, Germany and Japan maintained their economic momentum as the U.S. weathered a soft patch in growth. The FRB concluded two consecutive years of rate hikes in
June, raising its rate to 5.25 percent, as increases remained on hold in the second half of the year. The yield curve remained inverted for much of the second half of the year,
reflecting the FRB’s rate increases, its inflation-fighting credibility, and rising foreign capital inflows. In response to the rate hikes and removal of monetary accommodation,
housing sales and construction fell sharply, median house prices flattened after surging for a half decade, and mortgage

3
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refinancing activity fell sharply. However, business investment remained strong, and solid increases in nonresidential construction partially offset the declines in housing.
Consumer spending, buoyed by rising personal incomes, relative low interest rates and record-breaking wealth, continued to grow, ending the year on a strong note. Dramatic
declines in oil and energy prices in August through October sharply reduced inflation, while core measures of inflation, excluding the volatile energy and food components,
rose through September. Core inflation drifted modestly lower through year end, but remained above the two percent upper bound of the FRB’s comfort range. With the
exception of housing, automobiles and related industries sustained healthy product demand and modest pricing power provided businesses record profits. In this environment,
businesses continued to hire, and the unemployment rate receded to 4.5 percent, well below its historic average.

Performance Overview

Net Income reached $21.1 billion, or $4.59 per diluted common share in 2006, increases of 28 percent and 14 percent from $16.5 billion, or $4.04 per diluted common
share in 2005.

Table 1
Business Segment Total Revenue and Net Income

Total Revenue Net Income
(Dollars in millions) 2006 2005 2006 2005

Global Consumer and Small Business Banking" $45,461 $28,899  $11,520 $ 7,213
Global Corporate and Investment Banking 20,595 19,369 5,832 5,733
Global Wealth and Investment Management 7,359 6,874 2,198 2,081
All Other 832 1,781 1,583 1,438
Total FTE basis ® 74,247 56,923 21,133 16,465

FTE adjustment @ (1,224) (832) — —
Total Consolidated $73,023 $56,091 $21,133  $16,465

(1)Global Consumer and Small Business Banking is presented on a managed basis. The corresponding securitization offset is recorded in A4/l Other to present the consolidated results of the Corporation on a held basis. For more

information see Business Segment Operations beginning on pa%e 15. . i . . . i . o
(2)Total revenue for the business segments and A/l Other is on a fully taxable-equivalent (FTE) basis. For more information on a FTE basis, see Supplemental Financial Data beginning on page 12.

Global Consumer and Small Business Banking (Managed Basis)

Net Income increased $4.3 billion, or 60 percent, to $11.5 billion and managed Total Revenue increased $16.6 billion, or 57 percent, to $45.5 billion in 2006 compared to
2005. These increases were driven by higher Net Interest Income and Noninterest Income. Net Interest Income increased primarily due to the MBNA merger and organic growth
which increased Average Loans and Leases. Noninterest Income increased primarily due to the MBNA merger which resulted in higher managed Card Income driven by
increases in interchange income, cash advance and late fees. These increases were partially offset by higher Noninterest Expense and Managed Credit Impact, primarily driven
by the addition of MBNA. For more information on Global Consumer and Small Business Banking, see page 16.

Global Corporate and Investment Banking

Net Income increased $99 million, or two percent, to $5.8 billion in 2006 compared to 2005. Total Revenue increased $1.2 billion, or six percent, to $20.6 billion in 2006
compared to 2005, driven primarily by higher Trading Account Profits and Investment Banking Income. Offsetting these increases was the impact of ALM activities and spread
compression in the loan portfolios which adversely impacted Net Interest Income. In addition, Net Income in 2006 was impacted by an increase in Noninterest Expense. For
more information on Global Corporate and Investment Banking, see page 21.
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Global Wealth and Investment Management

Net Income increased $117 million, or six percent, to $2.2 billion in 2006 compared to 2005. The increase was due to higher Total Revenue of $485 million, or seven
percent, primarily as a result of an increase in Investment and Brokerage Services partially offset by an increase in Noninterest Expense of $277 million, or eight percent, driven
by higher personnel-related costs.

Total assets under management increased $60.6 billion to $542.9 billion at December 31, 2006 compared to December 31, 2005. For more information orGlobal Wealth
and Investment Management, see page 25.

All Other

Net Income increased $145 million to $1.6 billion in 2006 compared to 2005. Excluding our securitization offset as discussed in Note 20, Total Revenue increased $2.0
billion as a result of higher Net Interest Income of $1.1 billion and Noninterest Income of $919 million. These increases were partially offset by lower Gains (Losses) on Sales
of Debt Securities of $(475) million in 2006 compared to $969 million in 2005. For more information on A4/l Other, see page 28.

Financial Highlights

Net Interest Income

Net Interest Income on a FTE basis increased $4.2 billion to $35.8 billion in 2006 compared to 2005. The primary drivers of the increase were the impact of the MBNA
merger (volumes and spreads), consumer and commercial loan growth, and increases in the benefits from asset and liability management (ALM) activities including higher
portfolio balances (primarily residential mortgages) and the impact of changes in spreads across all product categories. These increases were partially offset by a lower
contribution from market-based earning assets and the higher costs associated with higher levels of wholesale funding. The net interest yield on a FTE basis decreased two basis
points (bps) to 2.82 percent in 2006 due primarily to an increase in lower yielding market-based earning assets and loan spreads that continued to tighten due to the flat to
inverted yield curve. These decreases were partially offset by widening of spreads on core deposits. For more information on Net Interest Income on a FTE basis, see Tables I
and II beginning on page 76.

Noninterest Income

Table 2

Noninterest Income

(Dollars in millions) 2006 2005
Card income $ 14,293 $ 5,753
Service charges 8,224 7,704
Investment and brokerage services 4,456 4,184
Investment banking income 2,317 1,856
Equity investment gains 3,189 2,212
Trading account profits 3,166 1,763
Mortgage banking income 541 805
Other income 2,246 1,077

Total noninterest income $ 38,432 $ 25,354

Noninterest Income increased $13.1 billion to $38.4 billion in 2006 compared to 2005, due primarily to the following:

*  Card Income on a held basis increased $8.5 billion primarily due to the addition of MBNA resulting in higher excess servicing income, cash advance fees, interchange
income and late fees.
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Service Charges grew $520 million due to increased non-sufficient funds fees and overdraft charges, account service charges, and ATM fees resulting from new
account growth and increased account usage.

Investment and Brokerage Services increased $272 million primarily reflecting higher levels of assets under management.
Investment Banking Income increased $461 million due to higher market activity and continued strength in debt underwriting.

Equity Investment Gains increased $977 million primarily due to favorable market conditions driven by liquidity in the capital markets as well as a $341 million gain
recorded on the liquidation of a strategic European investment.

Trading Account Profits increased $1.4 billion due to a favorable market environment, and benefits from previous investments in personnel and trading infrastructure.

Mortgage Banking Income decreased $264 million primarily due to weaker production income driven by margin compression, which negatively impacted the pricing
of loans, and a decision to retain a larger portion of mortgage production.

Other Income increased $1.2 billion primarily related to the $720 million (pre-tax) gain on the sale of our Brazilian operations and the $165 million (pre-tax) gain on
the sale of our Asia Commercial Banking business.

Provision for Credit Losses

The Provision for Credit Losses increased $996 million to $5.0 billion in 2006 compared to 2005. Provision expense rose due to increases from the addition of MBNA,
reduced benefits from releases of commercial reserves and lower commercial recoveries. These increases were partially offset by lower bankruptcy-related credit costs on the

domestic consumer credit card portfolio.

For more information on credit quality, see Credit Risk Management beginning on page 41.

Gains (Losses) on Sales of Debt Securities

Gains (Losses) on Sales of Debt Securities were $(443) million in 2006 compared to $1.1 billion in 2005. The decrease was primarily due to a loss on the sale of mortgage-
backed securities in 2006 compared to gains recorded in 2005. For more information on Gains (Losses) on Sales of Debt Securities, see “Interest Rate Risk Management —

Securities” beginning on page 65.

Noninterest Expense

Table 3

Noninterest Expense

(Dollars in millions) 2006 2005
Personnel $ 18,211 $ 15,054
Occupancy 2,826 2,588
Equipment 1,329 1,199
Marketing 2,336 1,255
Professional fees 1,078 930
Amortization of intangibles 1,755 809
Data processing 1,732 1,487
Telecommunications 945 827
Other general operating 4,580 4,120
Merger and restructuring charges 805 412

Total noninterest expense $ 35,597 $ 28,681
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Noninterest Expense increased $6.9 billion to $35.6 billion in 2006 compared to 2005, primarily due to the MBNA merger, increased Personnel expense related to higher
performance-based compensation and higher Marketing expense related to consumer banking initiatives. Amortization of Intangibles expense was higher due to increases in
purchased credit card relationships, affinity relationships, core deposit intangibles and other intangibles, including trademarks.

Income Tax Expense

Income Tax Expense was $10.8 billion in 2006 compared to $8.0 billion in 2005, resulting in an effective tax rate of 33.9 percent in 2006 and 32.7 percent in 2005. The
increase in the effective tax rate was primarily due to the charge to Income Tax Expense arising from the change in tax legislation discussed below, the one-time benefit
recorded during 2005 related to the repatriation of certain foreign earnings and the January 1, 2006 addition of MBNA. For more information on Income Tax Expense, see Note
18 of the Consolidated Financial Statements.

During the second quarter of 2006, the President signed into law the Tax Increase Prevention and Reconciliation Act of 2005 (TIPRA). Among other things, TIPRA
repealed certain provisions of prior law relating to transactions entered into under the extraterritorial income and foreign sales corporation regimes. The TIPRA repeal results in
an increase in the U.S. taxes expected to be paid on certain portions of the income earned from such transactions after December 31, 2006. Accounting for the change in law
resulted in the recognition of a $175 million charge to Income Tax Expense in 2006.
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Balance Sheet Analysis

Table 4
Selected Balance Sheet Data
December 31 Average Balance
(Dollars in millions) 2006 2005 2006 2005
Assets
Federal funds sold and securities purchased under agreements to resell $ 135,478 $ 149,785 $ 175,334 $ 169,132
Trading account assets 153,052 131,707 145,321 133,502
Debt securities 192,846 221,603 225,219 219,843
Loans and leases, net of allowance for loan and lease losses 697,474 565,746 643,259 528,793
All other assets 280,887 222,962 277,548 218,622
Total assets $ 1,459,737 $ 1,291,803 $ 1,466,681 $ 1,269,892
Liabilities
Deposits $ 693,497 $ 634,670 $ 672,995 $ 632432
Federal funds purchased and securities sold under agreements to repurchase 217,527 240,655 286,903 230,751
Trading account liabilities 67,670 50,890 64,689 57,689
Commercial paper and other short-term borrowings 141,300 116,269 124,229 95,657
Long-term debt 146,000 100,848 130,124 97,709
All other liabilities 58,471 46,938 57,278 55,793
Total liabilities 1,324,465 1,190,270 1,336,218 1,170,031
Shareholders’ equity 135,272 101,533 130,463 99,861
Total liabilities and shareholders’ equity $ 1,459,737 $ 1,291,803 $ 1,466,681 $ 1,269,892

At December 31, 2006, Total Assets were $1.5 trillion, an increase of $167.9 billion, or 13 percent, from December 31, 2005. Average Total Assets in 2006 increased

$196.8 billion, or 15 percent, from 2005. Growth in period end and average Total Assets was primarily attributable to the MBNA merger, which had $83.3 billion of Total
Assets on January 1, 2006. The increase in Loans and Leases was also attributable to organic growth. In addition, market-based earning assets increased $42.2 billion and $46.9
billion on a period end and average basis due to continued growth and build out in the Capital Markets and Advisory Services business within Global Corporate and Investment
Banking.

At December 31, 2006, Total Liabilities were $1.3 trillion, an increase of $134.2 billion, or 11 percent, from December 31, 2005. Average Total Liabilities in 2006
increased $166.2 billion, or 14 percent, from 2005. Growth in period end and average Total Liabilities was primarily attributable to increases in Deposits and Long-term Debt,
due to the assumption of liabilities in connection with the MBNA merger and the net issuances of Long-term Debt. Funding requirements related to the support of growth in
assets, including the financing needs of our trading business, resulted in increases in certain other funding categories.

Period end and average Shareholders’ Equity increased primarily from the issuance of stock related to the MBNA merger.

Federal Funds Sold and Securities Purchased under Agreements to Resell

The Federal Funds Sold and Securities Purchased under Agreements to Resell average balance increased $6.2 billion, or four percent, in 2006 compared to the prior year.
The increase was from activities in the trading businesses, primarily in interest rate and equity products, as a result of expanded activities related to a variety of client needs.

Trading Account Assets

Trading Account Assets consist primarily of fixed income securities (including government and corporate debt), equity and convertible instruments. The average balance
increased $11.8 billion to $145.3 billion in 2006, which was due to growth in client-driven market-making activities in interest rate, credit and equity products. For additional
information, see Market Risk Management beginning on page 60.
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Debt Securities

Available-for-sale (AFS) Debt Securities include fixed income securities such as mortgage-backed securities, foreign debt, asset-backed securities, municipal debt, U.S.
Government agencies and corporate debt. We use the AFS portfolio primarily to manage interest rate risk and liquidity risk and to take advantage of market conditions that
create more economically attractive returns on these investments. The average balance in the securities portfolio increased $5.4 billion from 2005 primarily due to the increase
in the AFS portfolio in the first half of the year partially offset by the sale of mortgage-backed securities of $43.7 billion in the third quarter of 2006. For additional information,
see Market Risk Management beginning on page 60.

Loans and Leases, Net of Allowance for Loan and Lease Losses

Average Loans and Leases, net of Allowance for Loan and Lease Losses, was $643.3 billion in 2006, an increase of 22 percent from 2005. The consumer loan and lease
portfolio increased $83.9 billion primarily due to higher retained mortgage production and the MBNA merger. The commercial loan and lease portfolio increased $31.3 billion
due to organic growth and the MBNA merger, including the business card portfolio. For a more detailed discussion of the loan portfolio and the allowance for credit losses, see
Credit Risk Management beginning on page 41, and Notes 6 and 7 of the Consolidated Financial Statements.

Deposits

Average Deposits increased $40.6 billion to $673.0 billion in 2006 compared to 2005 due to a $24.2 billion increase in average foreign interest-bearing deposits and a
$14.0 billion increase in average domestic interest-bearing deposits primarily due to the assumption of liabilities in connection with the MBNA merger. We categorize our
deposits as core or market-based deposits. Core deposits are generally customer-based and represent a stable, low-cost funding source that usually react more slowly to interest
rate changes than market-based deposits. Core deposits include savings, NOW and money market accounts, consumer CDs and IRAs, and noninterest-bearing deposits. Core
deposits exclude negotiable CDs, public funds, other domestic time deposits and foreign interest-bearing deposits. Average core deposits increased $11.0 billion to $574.6
billion in 2006, a two percent increase from the prior year. The increase was distributed between consumer CDs and noninterest-bearing deposits partially offset by decreases in
NOW and money market deposits, and savings. The increase in consumer CDs was impacted by the shift of deposit balances from NOW and money market deposits and
savings to consumer CDs as a result of the favorable rates offered on consumer CDs. Average market-based deposit funding increased $29.6 billion to $98.4 billion in 2006
compared to 2005 due to increases of $24.2 billion in foreign interest-bearing deposits and $5.3 billion in negotiable CDs, public funds and other time deposits related to
funding of growth in core and market-based assets.

Federal Funds Purchased and Securities Sold under Agreements to Repurchase

The Federal Funds Purchased and Securities Sold under Agreements to Repurchase average balance increased $56.2 billion to $286.9 billion in 2006 as a result of
expanded trading activities within interest rate and equity products related to client activities.

Trading Account Liabilities

Trading Account Liabilities consist primarily of short positions in fixed income securities (including government and corporate debt), equity and convertible instruments.
The average balance increased $7.0 billion to $64.7 billion in 2006, which was due to growth in client-driven market-making activities in equity products, partially offset by a
reduction in interest rate products. For additional information, see Market Risk Management beginning on page 60.
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Commercial Paper and Other Short-term Borrowings

Commercial Paper and Other Short-term Borrowings provide a funding source to supplement Deposits in our ALM strategy. The average balance increased $28.6 billion
to $124.2 billion in 2006, mainly due to the increase in Federal Home Loan Bank advances to fund core asset growth, primarily in the ALM portfolio.

Long-term Debt

Period end and average Long-term Debt increased $45.2 billion and $32.4 billion. The increase resulted from the funding of core asset growth, the addition of MBNA and
the issuance of subordinated debt to support Tier 2 capital. For additional information, see Note 12 of the Consolidated Financial Statements.

Shareholders’ Equity

Period end and average Shareholders’ Equity increased $33.7 billion and $30.6 billion primarily due to the issuance of stock related to the MBNA merger. This increase
along with Net Income and issuances of Preferred Stock, was partially offset by cash dividends, net share repurchases of Common Stock and redemption of Preferred Stock.
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Table 5
Five Year Summary of Selected Financial Data

(Dollars in millions, except per share information) 2006 2005 2004 2003 2002
Income statement
Net interest income $ 34,591 $ 30,737 $ 27,960 $ 20,505 $ 20,117
Noninterest income 38,432 25,354 21,005 17,329 14,874
Total revenue 73,023 56,091 48,965 37,834 34,991
Provision for credit losses 5,010 4,014 2,769 2,839 3,697
Gains (losses) on sales of debt securities (443) 1,084 1,724 941 630
Noninterest expense 35,597 28,681 27,012 20,155 18,445
Income before income taxes 31,973 24,480 20,908 15,781 13,479
Income tax expense 10,840 8,015 6,961 5,019 3,926
Net income 21,133 16,465 13,947 10,762 9,553
Average common shares issued and outstanding (in thousands) 4,526,637 4,008,688 3,758,507 2,973,407 3,040,085
Average diluted common shares issued and outstanding (in thousands) 4,595,896 4,068,140 3,823,943 3,030,356 3,130,935
Performance ratios
Return on average assets 144 % 1.30 % 1.34 % 144 % 146 %
Return on average common shareholders’ equity 16.27 16.51 16.47 21.50 19.96
Total ending equity to total ending assets 9.27 7.86 9.03 6.76 7.92
Total average equity to total average assets 8.90 7.86 8.12 6.69 7.33
Dividend payout 45.66 46.61 46.31 39.76 38.79
Per common share data
Earnings $ 4.66 $ 4.10 $ 3.71 $ 3.62 $ 3.14
Diluted earnings 4.59 4.04 3.64 3.55 3.05
Dividends paid 2.12 1.90 1.70 1.44 1.22
Book value 29.70 25.32 24.70 16.86 17.04
Average balance sheet
Total loans and leases $ 652,417 $ 537,218 $ 472,617 $ 356,220 $ 336,820
Total assets 1,466,681 1,269,892 1,044,631 749,104 653,732
Total deposits 672,995 632,432 551,559 406,233 371,479
Long-term debt 130,124 97,709 92,303 67,077 65,550
Common shareholders’ equity 129,773 99,590 84,584 50,035 47,837
Total sharcholders’ equity 130,463 99,861 84,815 50,091 47,898
Asset Quality
Allowance for credit losses $ 9,413 $ 8,440 $ 9,028 $ 6,579 $ 6,851
Nonperforming assets 1,856 1,603 2,455 3,021 5,262
Allowance for loan and lease losses as a percentage of total loans and leases outstanding 128 % 1.40 % 1.65 % 1.66 % 185 %
Allowance for loan and lease losses as a percentage of total nonperforming loans and
leases 505 532 390 215 126

Net charge-offs $ 4,539 $ 4562 $ 3,113 $ 3,106 $ 3,697
Net charge-offs as a percentage of average loans and leases 0.70 % 085 % 0.66 % 087 % 110 %
Nonperforming loans and leases as a percentage of total loans and leases outstanding 0.25 0.26 0.42 0.77 1.47
Nonperforming assets as a percentage of total loans, leases, and foreclosed properties 0.26 0.28 0.47 0.81 1.53
Ratio of the allowance for loan and lease losses at December 31 to net charge-offs 1.99 1.76 2.77 1.98 1.72
Capital ratios (period end)
Risk-based capital:

Tier 1 8.64 % 825 % 820 % 8.02 % 841 %

Total 11.88 11.08 11.73 12.05 12.63
Tier 1 Leverage 6.36 5.91 5.89 5.86 6.44
Market capitalization $ 238,021 $ 184,586 $ 190,147 $ 115,926 $ 104,418
Market price per share of common stock
Closing $ 5339 $ 4615 $ 4699 $ 4022 $ 3479
High closing 54.90 47.08 47.44 41.77 3845
Low closing 43.09 41.57 38.96 32.82 27.08
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Supplemental Financial Data

Table 6 provides a reconciliation of the supplemental financial data mentioned below with financial measures defined by accounting principles generally accepted in the
United States (GAAP). Other companies may define or calculate supplemental financial data differently.

Operating Basis Presentation

In managing our business, we may at times look at performance excluding certain nonrecurring items. For example, as an alternative to Net Income, we view results on an
operating basis, which represents Net Income excluding Merger and Restructuring Charges. The operating basis of presentation is not defined by GAAP. We believe that the
exclusion of Merger and Restructuring Charges, which represent events outside our normal operations, provides a meaningful year-to-year comparison and is more reflective of
normalized operations.

Net Interest Income—FTE Basis

In addition, we view Net Interest Income and related ratios and analysis (i.e., efficiency ratio, net interest yield and operating leverage) on a FTE basis. Although this is a
non-GAAP measure, we believe managing the business with Net Interest Income on a FTE basis provides a more accurate picture of the interest margin for comparative
purposes. To derive the FTE basis, Net Interest Income is adjusted to reflect tax-exempt income on an equivalent before-tax basis with a corresponding increase in Income Tax
Expense. For purposes of this calculation, we use the federal statutory tax rate of 35 percent. This measure ensures comparability of Net Interest Income arising from taxable
and tax-exempt sources.

Performance Measures

As mentioned above, certain performance measures including the efficiency ratio, net interest yield and operating leverage utilize Net Interest Income (and thus Total
Revenue) on a FTE basis. The efficiency ratio measures the costs expended to generate a dollar of revenue, and net interest yield evaluates how many basis points we are
earning over the cost of funds. Operating leverage measures the total percentage revenue growth minus the total percentage expense growth for the corresponding period.
During our annual integrated planning process, we set operating leverage and efficiency targets for the Corporation and each line of business. We believe the use of these non-
GAAP measures provides additional clarity in assessing the results of the Corporation. Targets vary by year and by business, and are based on a variety of factors including
maturity of the business, investment appetite, competitive environment, market factors, and other items (e.g., risk appetite). The aforementioned performance measures and
ratios, earnings per common share (EPS), return on average assets, and dividend payout ratio, as well as those measures discussed more fully below, are presented in Table 6.

Return on Average Common Shareholders’ Equity, Return on Average Tangible Shareholders’ Equity and Shareholder Value Added

We also evaluate our business based upon return on average common shareholders’ equity (ROE), return on average tangible shareholders’ equity (ROTE), and
shareholder value added (SVA) measures. ROE, ROTE and SVA utilize non-GAAP allocation methodologies. ROE measures the earnings contribution of a unit as a percentage
of the Shareholders’ Equity allocated to that unit. ROTE measures the earnings contribution of the Corporation as a percentage of Shareholders’ Equity reduced by Goodwill.
SVA is defined as cash basis earnings on an operating basis less a charge for the use of capital. These measures are used to evaluate our use of equity (i.e., capital) at the
individual unit level and are integral components in the analytics for resource allocation. We believe using SVA as a performance measure places specific focus on whether
incremental investments generate returns in excess of the costs of capital associated with those investments. In addition, profitability, relationship, and investment models all use
ROE and SVA as key measures to support our overall growth goal.
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Table 6

Supplemental Financial Data and Reconciliations to GAAP Financial Measures

(Dollars in millions, except per share information) 2006 2005 2004 2003 2002

Operating basis @
Operating earnings $ 21,640 $ 16,740 $ 14,358 $ 10,762 $ 9,553
Operating earnings per common share 4.78 4.17 3.82 3.62 3.14
Diluted operating earnings per common share 4.70 4.11 3.75 3.55 3.05
Shareholder value added 9,121 6,594 5,718 5,475 4,509
Return on average assets 148 % 132 % 137 % 144 % 146 %
Return on average common shareholders’ equity 16.66 16.79 16.96 21.50 19.96
Return on average tangible sharcholders’ equity 33.59 30.70 29.79 27.84 26.01
Operating efficiency ratio (FTE basis) 46.86 49.66 53.13 52.38 51.84
Dividend payout ratio 44.59 45.84 44.98 39.76 38.79
Operating leverage 7.25 7.48 (1.85) (1.12) n/a
FTE basis data
Net interest income $ 35,815 $ 31,569 $ 28,677 $ 21,149 $ 20,705
Total revenue 74,247 56,923 49,682 38,478 35,579
Net interest yield 282 % 284 % 317 % 326 % 3.63 %
Efficiency ratio 47.94 50.38 54.37 52.38 51.84
Reconciliation of net income to operating earnings
Net income $ 21,133 $ 16,465 $ 13,947 $ 10,762 $ 9,553
Merger and restructuring charges 805 412 618 — —
Related income tax benefit (298) (137) (207) — —
Operating earnings $ 21,640 $ 16,740 $ 14,358 $ 10,762 $ 9,553
Reconciliation of average shareholders’ equity to average tangible shareholders’ equity
Average shareholders’ equity $130,463 $ 99,861 $ 84,815 $ 50,091 $ 47,898
Average goodwill (66,040) (45,331) (36,612) (11,440) (11,171)
Average tangible shareholders’ equity $ 64,423 $ 54,530 $ 48,203 $ 38,651 $ 36,727
Reconciliation of EPS to operating EPS
Earnings per common share $  4.66 $ 410 $ 371 $ 362 $ 314
Effect of merger and restructuring charges, net of tax benefit 0.12 0.07 0.11 — —
Operating earnings per common share $ 478 $ 417 $ 3.82 $ 3.62 $ 3.14
Reconciliation of diluted EPS to diluted operating EPS
Diluted earnings per common share $ 459 $ 4.04 $ 3.64 $ 355 $ 3.05
Effect of merger and restructuring charges, net of tax benefit 0.11 0.07 0.11 — —
Diluted operating earnings per common share $ 470 $  4.11 $ 375 $  3.55 $  3.05
Reconciliation of net income to shareholder value added
Net income $ 21,133 $ 16,465 $ 13,947 $ 10,762 $ 9,553
Amortization of intangibles 1,755 809 664 217 218
Merger and restructuring charges, net of tax benefit 507 275 411 — —
Cash basis earnings on an operating basis 23,395 17,549 15,022 10,979 9,771
Capital charge (14,274) (10,955) (9,304) (5,504) (5,262)
Shareholder value added $ 9,121 $ 6,594 $ 5,718 $ 5475 $ 4,509
Reconciliation of return on average assets to operating return on average assets
Return on average assets 144 % 1.30 % 134 % 144 % 146 %
Effect of merger and restructuring charges, net of tax benefit 0.04 0.02 0.03 = =
Operating return on average assets 148 % 132 % 137 % 1.44 % 1.46 %
Reconciliation of return on average common shareholders’ equity to operating return on average

common shareholders’ equity
Return on average common shareholders’ equity 16.27 % 16.51 % 16.47 % 21.50 % 19.96 %
Effect of merger and restructuring charges, net of tax benefit 0.39 0.28 0.49 — —
Operating return on average common shareholders’ equity 16.66 % 16.79 % 16.96 % 21.50 % 19.96 %
Reconciliation of return on average tangible shareholders’ equity to operating return on average

tangible shareholders’ equity
Return on average tangible sharcholders’ equity 32.80 % 30.19 % 2893 % 27.84 % 26.01 %
Effect of merger and restructuring charges, net of tax benefit 0.79 0.51 0.86 = =
Operating return on average tangible shareholders’ equity 33.59 % 30.70 % 29.79 % 27.84 % 26.01 %
Reconciliation of efficiency ratio to operating efficiency ratio (FTE basis)
Efficiency ratio 4794 % 50.38 % 5437 % 5238 % 51.84 %
Effect of merger and restructuring charges (1.08) (0.72) (1.24) — —
Operating efficiency ratio 46.86 % 49.66 % 53.13 % 52.38 % 51.84 %
Reconciliation of dividend payout ratio to operating dividend payout ratio
Dividend payout ratio 45.66 % 46.61 % 4631 % 39.76 % 3879 %
Effect of merger and restructuring charges, net of tax benefit (1.07) (0.77) (1.33) — —
Operating dividend payout ratio 44.59 % 4584 % 4498 % 39.76 % 38.79 %
Reconciliation of operating leverage to operating basis operating leverage
Operating leverage 6.32 % 8.40 % “491) % (1.12) % n/a
Effect of merger and restructuring charges 0.93 (0.92) 3.06 — n/a
Operating leverage 725 % 748 % (1.85) % (1.12) % n/a

(1)Operating basis excludes Merger and Restructuring Charges which were $805 million, $412 million, and $618 million in 2006, 2005, and 2004.

n/a = not available
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Core Net Interest Income — Managed Basis

In managing our business, we review core net interest income — managed basis, which adjusts reported Net Interest Income on a FTE basis for the impact of market-based
activities and certain securitizations, net of retained securities. As discussed in the Global Corporate and Investment Banking business segment section beginning on page 21,
we evaluate our market-based results and strategies on a total market-based revenue approach by combining Net Interest Income and Noninterest Income for the Capital
Markets and Advisory Services business. We also adjust for loans that we originated and sold into certain securitizations. These securitizations include off-balance sheet Loans
and Leases, specifically those loans in revolving securitizations and other securitizations where servicing is retained by the Corporation (e.g., credit card and home equity lines).
Noninterest Income, rather than Net Interest Income and Provision for Credit Losses, is recorded for assets that have been securitized as we are compensated for servicing the
securitized assets and record servicing income and gains or losses on securitizations, where appropriate. We believe the use of this non-GAAP presentation provides additional
clarity in assessing the results of the Corporation. An analysis of core net interest income — managed basis, core average earning assets — managed basis and core net interest
yield on earning assets — managed basis, which adjusts for the impact of these two non-core items from reported Net Interest Income on a FTE basis, is shown below.

Table 7
Core Net Interest Income — Managed Basis
(Dollars in millions) 2006 2005 2004
Net interest income
As reported (FTE basis) $ 35815 $ 31,569 $ 28,677
Impact of market-based net interest income(" (1,656) (1,951) (2,613)
Core net interest income 34,159 29,618 26,064
Impact of securitizations ? 7,045 323 1,040
Core net interest income — managed basis $ 41,204 $ 29,941 $ 27,104
Average earning assets
As reported $1,269,144 $1,111,994 $ 905,273
Impact of market-based earning assets! (369,220) (322,296) (246,756)
Core average earning assets 899,924 789,698 658,517
Impact of securitizations 98,152 9,033 13,591
Core average earning assets — managed basis $ 998,076 $ 798,731 $ 672,108
Net interest yield contribution
As reported (FTE basis) 2.82 % 2.84 % 317 %
Impact of market-based activities 0.98 0.91 0.79
Core net interest yield on earning assets 3.80 3.75 3.96
Impact of securitizations 0.33 — 0.07
Core net interest yield on earning assets — managed basis 413 % 375 % 4.03 %

(HRepresents amounts from the Capital Markets and Advisory Services business within Global Corporate and Investment Banking .
(2)Represents the impact of securitizations utilizing actual bond costs. This is different from the segment view which utilizes funds transfer pricing methodologies.

Core net interest income on a managed basis increased $11.3 billion. This increase was primarily driven by the impact of the MBNA merger (volumes and spreads),
consumer (primarily home equity) and commercial loan growth, and increases in the benefits from ALM activities, including increased portfolio balances (primarily residential
mortgages) and the impact of changes in spreads across all product categories. Partially offsetting these increases was the higher costs associated with higher levels of wholesale
funding.

On a managed basis, core average earning assets increased $199.3 billion primarily due to the impact of the MBNA merger, higher levels of consumer and commercial
loans from organic growth and higher ALM levels (primarily residential mortgages).

Core net interest yield on a managed basis increased 38 bps as a result of the impact of the MBNA merger (volumes and spreads) and core deposit spread widening,
partially offset by loan spread compression due to the flat to inverted yield curve and increased costs associated with higher levels of wholesale funding.
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Business Segment Operations

Segment Description

The Corporation reports the results of its operations through three business segments:Global Consumer and Small Business Banking, Global Corporate and Investment
Banking, and Global Wealth and Investment Management, with the remaining operations recorded inA4/l Other. Certain prior period amounts have been reclassified to conform
to current period presentation. For more information on the Corporation’s basis of presentation, selected financial information for the business segments and reconciliations to
consolidated Total Revenue and Net Income amounts, see Note 20 of the Consolidated Financial Statements.

Basis of Presentation

We prepare and evaluate segment results using certain non-GAAP methodologies and performance measures, many of which are discussed in Supplemental Financial Data
beginning on page 12. We begin by evaluating the operating results of the businesses which by definition excludes Merger and Restructuring Charges. The segment results also
reflect certain revenue and expense methodologies which are utilized to determine operating income. The Net Interest Income of the businesses includes the results of a funds
transfer pricing process that matches assets and liabilities with similar interest rate sensitivity and maturity characteristics.

The management accounting reporting process derives segment and business results by utilizing allocation methodologies for revenue, expense and capital. The Net
Income derived for the businesses are dependent upon revenue and cost allocations using an activity-based costing model, funds transfer pricing, and other methodologies and
assumptions management believes are appropriate to reflect the results of the business.

The Corporation’s ALM activities maintain an overall interest rate risk management strategy that incorporates the use of interest rate contracts to manage fluctuations in
earnings that are caused by interest rate volatility. The Corporation’s goal is to manage interest rate sensitivity so that movements in interest rates do not significantly adversely
affect Net Interest Income. The results of the business segments will fluctuate based on the performance of corporate ALM activities. Some ALM activities are recorded in the
businesses (i.e., Deposits) such as external product pricing decisions, including deposit pricing strategies, as well as the effects of our internal funds transfer pricing process and
other ALM actions such as portfolio positioning. The net effects of other ALM activities are reported in each of the Corporation’s segments under ALM/Other. In addition, any
residual effect of the funds transfer pricing process is retained in A/l Other.

Certain expenses not directly attributable to a specific business segment are allocated to the segments based on pre-determined means. The most significant of these
expenses include data processing costs, item processing costs and certain centralized or shared functions. Data processing costs are allocated to the segments based on
equipment usage. Item processing costs are allocated to the segments based on the volume of items processed for each segment. The costs of certain centralized or shared
functions are allocated based on methodologies which reflect utilization.

Equity is allocated to business segments and related businesses using a risk-adjusted methodology incorporating each unit’s credit, market, interest rate and operational
risk components. The nature of these risks is discussed further beginning on page 34. ROE is calculated by dividing Net Income by average allocated equity. SVA is defined as
cash basis earnings on an operating basis less a charge for the use of capital (i.e., equity). Cash basis earnings on an operating basis is defined as Net Income adjusted to exclude
Merger and Restructuring Charges and Amortization of Intangibles. The charge for capital is calculated by multiplying 11 percent (management’s estimate of the shareholders’
minimum required rate of return on capital invested) by average total common shareholders’ equity at the corporate level and by average allocated equity at the business
segment level. Average equity is allocated to the business segments and related businesses and is impacted by the portion of goodwill that is specifically assigned to the
businesses and the unallocated portion of goodwill that resides in ALM/Other. Management reviews the estimate of the rate used to calculate the capital charge annually. The
Capital Asset Pricing Model is used to estimate our cost of capital.
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Global Consumer and Small Business Banking (Managed Basis)

2006
Card Consumer
(Dollars in millions) Total M Deposits Services (1) Real Estate @ ALM/Other
Net interest income $ 28,244 $ 9,405 $ 16,402 $ 2,005 $ 432
Noninterest income
Card income 9,788 1,911 7,877 — —
Service charges 5,343 5,341 2) 4 —
Mortgage banking income 877 — — 877 —
All other income 1,209 — 893 43 273
Total noninterest income 17,217 7,252 8,768 924 273
Total revenue 45,461 16,657 25,170 2,929 705
Managed credit impact 8,534 165 8,089 63 217
Gains (losses) on sales of debt securities ?2) — — — ?2)
Noninterest expense 18,683 8,693 7,914 1,728 348
Income before income taxes 18,242 7,799 9,167 1,138 138
Income tax expense @ 6,722 2,874 3,378 420 50
Net income $ 11,520 $ 4,925 $ 5,789 $ 718 $ 88
Shareholder value added $ 6,023 $ 3,668 $ 1,992 $ 368 $ Q)
Net interest yield © 8.29% 2.94% 8.54% 2.21% n/m
Return on average equity 18.08 33.84 12.84 22.50 n/m
Efficiency ratio ® 41.10 52.19 31.44 58.97 n/m
Period end—total assets @ $398,286 $339,561 $237,753 $ 101,024 n/m
2005
Card Consumer
(Dollars in millions) Total (V) Deposits Services (1) Real Estate ¥ ALM/Other
Net interest income @ $ 17,585 $ 8,372 $ 5,538 $ 2,027 $ 1,648
Noninterest income
Card income 4,973 1,561 3,410 — 2
Service charges 4,996 4,993 — 3 —
Mortgage banking income 1,012 — — 1,012 —
All other income 333 — 56 21 256
Total noninterest income 11,314 6,554 3,466 1,036 258
Total revenue 28,899 14,926 9,004 3,063 1,906
Managed credit impact 4,677 98 4,433 58 88
Gains (losses) on sales of debt securities 2) — — — ?2)
Noninterest expense 12,967 8,079 2,968 1,705 215
Income before income taxes 11,253 6,749 1,603 1,300 1,601
Income tax expense &) 4,040 2,423 575 467 575
Net income $ 7213 $ 4,326 $ 1,028 $ 833 $ 1,026
Shareholder value added $ 4,502 $ 3,050 $ — $ 545 $ 907
Net interest yield ¢ 5.77% 2.80% 9.05% 2.38% n/m
Return on average equity 24.29 29.57 9.08 31.49 n/m
Efficiency ratio ® 44.87 54.13 32.96 55.66 n/m
Period end - total assets® $336,021 $321,883 $ 68,321 $ 93,584 n/m

MGlobal Consumer and Small Business Banking, specitically Card Services, 1s presenied on a managed basts.

(2)Global Consumer and Small Business Banking combined the former Mortgage and Home Equity businesses into Consumer Real Estate.
(3)Fully taxable-equivalent basis

(4)Total Assets include asset allocations to match liabilities (i.e., deposits).

n/m = not meaningful
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December 31 Average Balance
(Dollars in millions) 2006 2005 2006 2005
Total loans and leases ) $307,687 $153,898 $288,250 $149,080
Total earning assets (-2 339,578 307,518 340,741 304,629
Total assets (-2 398,286 336,021 394,793 331,546
Total deposits 329,245 310,858 332,325 310,850
Allocated equity 60,859 36,834 63,708 29,651

(1 )PISSBHICH ona manageH >asis.

(2)Total earning assets and Total Assets include asset allocations to match liabilities (i.e., deposits).

The strategy of Global Consumer and Small Business Bankingis to attract, retain and deepen customer relationships. We achieve this strategy through our ability to offer a
wide range of products and services through a franchise that stretches coast to coast through 30 states and the District of Columbia. With the recent merger with MBNA, we also
provide credit card products to customers in Canada, Ireland, Spain and the United Kingdom. In the U.S., we serve more than 55 million consumer and small business
relationships utilizing our network of 5,747 banking centers, 17,079 domestic branded ATMs, and telephone and Internet channels. Within Global Consumer and Small
Business Banking, there are three primary businesses: Deposits, Card Services and Consumer Real Estate. In addition, ALM/Other includes the results of ALM activities and
other consumer-related businesses (e.g., insurance). Global Consumer and Small Business Banking specifically Card Services, is presented on a managed basis. For a
reconciliation of managed Global Consumer and Small Business Banking to held Global Consumer and Small Business Banking, see Note 20 of the Consolidated Financial
Statements.

Net Income increased $4.3 billion, or 60 percent, to $11.5 billion and Net Interest Income increased $10.7 billion, or 61 percent, in 2006 compared to 2005. These increases
were primarily due to the MBNA merger and organic growth which increased Average Loans and Leases.

Noninterest Income increased $5.9 billion, or 52 percent, mainly due to increases of $4.8 billion in managed Card Income, $876 million in all other income and $347
million in Service Charges. Managed Card Income was higher mainly due to increases in interchange income, cash advance and late fees primarily due to the impact of the
MBNA merger. All other income increased primarily as a result of the MBNA merger. Service Charges increased due to new account growth and increased usage.

The Managed Credit Impact increased $3.9 billion, or 82 percent, to $8.5 billion in 2006 compared to 2005 primarily resulting from a $3.7 billion increase iiCard Services
mainly driven by the MBNA merger. For further discussion of this increase in the Managed Credit Impact related to Card Services, see the Card Services discussion beginning
on page 18.

Noninterest Expense increased $5.7 billion, or 44 percent, in 2006 compared to 2005. The primary driver of the increase was the MBNA merger, which increased most
expense items including Personnel, Marketing and Amortization of Intangibles. Amortization of Intangibles expense was higher due to increases in purchased credit card
relationships, affinity relationships, core deposit intangibles and other intangibles, including trademarks related to the MBNA merger.

Deposits

Deposits provides a comprehensive range of products to consumers and small businesses. Our products include traditional savings accounts, money market savings
accounts, CDs and IRAs, and regular and interest-checking accounts. Debit card results are also included in Deposits.

Deposit products provide a relatively stable source of funding and liquidity. We earn net interest spread revenues from investing this liquidity in earning assets through
client facing lending activity and our ALM activities. The revenue is attributed to the deposit products using our funds transfer pricing process which takes into account the
interest rates and maturity characteristics of the deposits. Deposits also generate various account fees such as non-sufficient fund fees, overdraft charges and account service fees
while debit cards generate interchange fees. Interchange fees are volume based and paid by merchants to have the debit transactions processed.

17



Table of Contents

We added approximately 2.4 million net new retail checking accounts and 1.2 million net new retail savings accounts during 2006. These additions resulted from

continued improvement in sales and service results in the Banking Center Channel, the introduction of products such as Keep the Change™ as well as eCommerce accessibility
and customer referrals.

The Corporation migrates qualifying affluent customers, and their related deposit balances and associated Net Interest Income from theGlobal Consumer and Small
Business Banking segment to Global Wealth and Investment Management.

Net Income increased $599 million, or 14 percent, in 2006 compared to 2005. The increase in Net Income was driven by an increase in Total Revenue of $1.7 billion, or 12
percent, compared to 2005. Driving this growth was an increase of $1.0 billion, or 12 percent, in Net Interest Income resulting from higher average deposit levels and an
increase in deposit spreads. Average deposits increased $21.6 billion, or seven percent, compared to 2005, primarily due to the MBNA merger. Deposit spreads increased 13 bps
to 2.94 percent, compared to 2005 as we effectively managed pricing in a rising interest rate environment. The increase in deposits was partially offset by the migration of
deposit balances to Global Wealth and Investment Management. Noninterest Income increased $698 million, or 11 percent, driven by higher debit card interchange income and
higher Service Charges. The increase in debit card interchange income was primarily due to a higher number of active debit cards, increased usage, and continued improvements
in penetration (i.e., increase in the number of existing account holders with debit cards) and activation rates. Service Charges were higher due to increased non-sufficient funds
fees and overdraft charges, account service charges and ATM fees resulting from new account growth and increased usage.

Total Noninterest Expense increased $614 million, or eight percent, in 2006 compared to 2005, primarily driven by costs associated with increased account volume.

Card Services

Card Services, which excludes the results of debit cards (included inDeposits), provides a broad offering of products, including U.S. Consumer and Business Card,
Unsecured Lending, Merchant Services and International Card Businesses. As a result of the MBNA merger, we offer a variety of co-branded and affinity credit card products
and have become the leading issuer of credit cards through endorsed marketing. Prior to the merger with MBNA, Card Services included U.S. Consumer Card, U.S. Business
Card, and Merchant Services.

Global Consumer and Small Business Bankingresults, specifically Card Services, are presented on a managed basis, which is consistent with the way that management as
well as analysts evaluate the results of Global Consumer and Small Business Banking. Managed basis assumes that loans that have been securitized were not sold and presents
earnings on these loans in a manner similar to the way loans that have not been sold (i.e., held loans) are presented. Loan securitization is an alternative funding vehicle that is
used by the Corporation to diversify funding sources. Loan securitization removes loans from the Consolidated Balance Sheet through the sale of loans to an off-balance sheet
qualified special purpose entity which is excluded from the Corporation’s consolidated financial statements in accordance with GAAP.

Securitized loans continue to be serviced by the business and are subject to the same underwriting standards and ongoing monitoring as held loans. In addition, excess
servicing income is exposed to similar credit risk and repricing of interest rates as held loans. Net Income increased $4.8 billion to $5.8 billion, for 2006 compared to 2005 due
to revenue growth, partially offset by increases in Noninterest Expense and Managed Credit Impact. Net Interest Income increased $10.9 billion to $16.4 billion in 2006
compared to 2005. This increase was driven by the addition of MBNA and organic growth which contributed to an increase in total average loans and leases. Noninterest
Income increased $5.3 billion to $8.8 billion in 2006 compared to 2005, largely resulting from the MBNA merger and organic growth including increases in interchange income,
cash advance and late fees.

Managed Credit Impact increased $3.7 billion to $8.1 billion. This increase was primarily driven by the addition of the MBNA portfolio and seasoning of the business card
portfolio, partially offset by reduced credit-related costs on the domestic consumer credit card portfolio. On the domestic consumer credit card portfolio lower bankruptcy losses
resulting from bankruptcy reform and the absence of the $210 million provision recorded in 2005 to establish reserves for changes in credit card minimum payment
requirements were partially offset by seasoning of the portfolio.
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Noninterest expense increased $4.9 billion to $7.9 billion compared to 2005 primarily driven by the MBNA merger which increased most expense items including
Personnel, Marketing and Amortization of Intangibles.

Key Statistics

(Dollars in millions) 2006 2005
Card Services
Average—Iloans and leases:

Managed $191,494 $61,123

Held 95,256 56,072
Period end—loans and leases:

Managed 203,397 63,634

Held 101,532 61,397
Managed net losses @:

Amount 7,234 4,193

Percent 3.78% 6.86%

Credit Card ®
Average—Iloans and leases:

Managed $163,409 $59,048

Held 72,979 53,997
Period end—loans and leases:

Managed 170,489 60,785

Held 72,194 58,548
Managed net losses @:

Amount 6,375 4,086

Percent 3.90% 6.92%

(hBeginning with the Tirst quarter ot 2006, Card Services cludes U.S. Consumer and Busincss Card, Unsccurcd Lcndl_ng, Mcrchant Scrvices and International Card BUSINGSscs. PTIOT (0 January I, 2006,  Card Services inc uded

U.S. Consumer Card, U.S. Business Card, and Merchant Services. » . . . o N .
(2)Pursuant to American Institute of Certified Public Accountants (AICPA) Statement of Position No. 03-3 “Accounting for Certain Loans or Debt Securities Acquired in a Transfer” (SOP 03-3) the Corporation decreased

Managed net losses for Card Services and credit card $288 million or 15 bps and $152 million or 9 bps. For more information, refer to the discussion of SOP 03-3 in the Consumer Portfolio Credit Risk Management section
beginning on page 41. . . . .
(3)Includes U.S. Consumer Card and Foreign Credit Card. Does not include Business Card.

Card Services managed net losses increased $3.0 billion to $7.2 billion or 3.78 percent of averageCard Services outstandings in 2006 compared to $4.2 billion, or 6.86
percent in 2005, primarily driven by the addition of the MBNA portfolio and portfolio seasoning, partially offset by lower bankruptcy-related losses. The 308 bps decrease in
the managed net losses ratio for Card Services was driven by lower managed net losses resulting from bankruptcy reform and the beneficial impact of the higher credit quality
of the MBNA portfolio compared to the legacy Bank of America portfolio. We expect losses to trend towards more normalized levels in 2007.

Card Services managed average loans and leases increased $130.4 billion to $191.5 billion for 2006 compared to 2005. The increase was driven by the acquisition of
MBNA and organic growth.

Credit card managed net losses increased $2.3 billion to $6.4 billion, or 3.90 percent of average credit card outstandings, for 2006 compared to $4.1 billion, or 6.92 percent
for 2005, primarily driven by the addition of the MBNA portfolio and portfolio seasoning, partially offset by lower bankruptcy-related losses as a result of bankruptcy reform.
The 302 bps decrease in the managed net loss ratio was driven by lower bankruptcy-related losses and the beneficial impact of the higher credit quality of the MBNA portfolio
compared to the legacy Bank of America portfolio.

Credit card managed average loans and leases increased $104.4 billion to $163.4 billion compared to 2005. The increase was driven by the acquisition of MBNA and
organic growth.

In connection with MasterCard’s initial public offering on May 24, 2006, the Corporation’s previous investment in MasterCard was exchanged for new restricted shares.
The Corporation recognized a net pre-tax gain of approximately $36 million in all other income relating to the shares that were required to be redeemed by MasterCard for cash
and no gain was recorded associated with the unredeemed shares. For shares acquired as part of the MBNA merger, a purchase
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accounting adjustment of $71 million was recorded as a reduction of Goodwill to record the fair value of both the redeemed and unredeemed MasterCard shares. At December
31, 2006, the Corporation had approximately 3.5 million restricted shares of MasterCard that are accounted for at cost.

Consumer Real Estate

Consumer Real Estate generates revenue by providing an extensive line of consumer real estate products and services to customers nationwide.Consumer Real Estate
products are available to our customers through a retail network of personal bankers located in 5,747 banking centers, sales account executives in nearly 200 locations and
through a sales force offering our customers direct telephone and online access to our products. Additionally, we serve our customers through a partnership with more than
6,500 mortgage brokers in all 50 states. Consumer Real Estateproducts include fixed and adjustable rate loans for home purchase and refinancing needs, lines of credit and
home equity loans. To 