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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of
Bank of America Corporation:

In our opinion, the accompanying Consolidated Balance Sheet and
the related Consolidated Statement of Income, Consolidated
Statement of Changes in Shareholders' Equity and Consolidated
Statement of Cash Flows present fairly, in all material respects, the
financial position of Bank of America Corporation and its subsidiaries
at December 31, 2009 and 2008, and the results of their operations
and their cash flows for each of the three years in the period ended
December 31, 2009 in conformity with accounting principles
generally accepted in the United States of America. Also in our
opinion, the Corporation maintained, in all material respects,
effective internal control over financial reporting as of December 31,
2009, based on criteria established in Intemal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). The Corporation’s management
is responsible for these financial statements, for maintaining effective
intemal control over financial reporting and for its assessment of the
effectiveness of intemal control over financial reporting, included in
the accompanying Report of Management on Internal Control Over
Financial Reporting. Our responsibility is to express opinions on these
financial statements and on the Corporation’s internal control over
financial reporting based on our integrated audits. We conducted our
audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require
that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material
misstatement and whether effective intemal control over financial
reporting was maintained in all material respects. Our audits of the
financial statements included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial
statement presentation. Our audit of internal control over financial
report -
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ing included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists,
and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis
for our opinions.

A company'’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting
principles. A company’s intemal control over financial reporting
includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statementsin
accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, interal control over financial
reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changesin
conditions, or that the degree of compliance with the policiesor
procedures may deteriorate.

%‘:WMW_{ LLP

Charlotte, North Carolina
February 26, 2010
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In addition, certain non-U.S. employees within the Corporation
are covered under defined contribution pension plans thatare
separately administered in accordance with local laws.

NOTE 18 - Stock-Based Compensation
Plans

The compensation cost for the plans described below was $2.8
billion, $885 million and $1.2 billion in 2009, 2008 and 2007,
respectively. The related income tax benefit was $1.0 billion, $328
million and $438 million for 2009, 2008 and 2007, respectively.

The table below presents the assumptions used to estimate the
fair value of stock options granted on the date of grant using the
lattice  option-pricing model. Lattice option-pricing models
incorporate ranges of assumptions for inputs and those ranges are
disclosed in the table below. The riskfree interest rate for periods
within the contractual life of the stock option is based on the U.S.
Treasury yield curve in effect at the time of grant. Expected
volatilities are based on implied volatilities from traded stock options
on the Corporation’s common stock, historical volatility of the
Corporation’s common stock, and other factors. The Corporation uses
historical data to estimate stock option exercise and employee
termination within the model. The expected term of stock options
granted is derived from the output of the model and represents the
period of time that stock options granted are expected to be
outstanding. The estimates of fair value from these modelsare
theoretical values for stock options and changesin the assumptions
used in the models could result in materially different fair value
estimates. The actual value of the stock optionswill depend on the
market value of the Corporation’s common stock when the stock
options are exercised. No stock options were granted in 2009.

2008 2007
Riskfree interest rate 2.05 - 4.72 -
3.85% 5.16%
Dividend yield 5.30 4.40
Expected volatility 26.00 — 16.00 —
36.00 27.00
Weighted-average volatility 32.80 19.70
Expected lives (years) 6.6 6.5

Excluded from the table above are assumptionsused to estimate
the fair value of approximately 108 million stock options assumed in
connection with the Merrill Lynch acquisition. The fair value of these
awards was estimated using a Black-Scholes option pricing model.
Similar to options valued using the lattice option-pricing model
described above, key assumptions used include the implied volatility
based on the Corporation’s common stock of 75 percent, the risk-free
interest rate based on the U.S. Treasury yield curve in effect at
December 31, 2008, an expected dividend yield of 4.2 percent and
the expected life of the options based on their actual remaining
term.

The Corporation has equity compensation plans which include
the Key Employee Stock Plan, the Key Associate Stock Plan and the
Merrill Lynch Employee Stock Compensation Plan. Descriptions of
the material features of the equity compensation plans follow.

Key Employee Stock Plan

The Key Employee Stock Plan, as amended and restated, provided
for different types of awards including stock options, restricted stock
shares and restricted stock units. Under the plan, 10-year options to
purchase approximately 260 million shares of common stock were
granted through
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December 31, 2002 to certain employees at the closing market price
on the respective grant dates. At December 31, 2009, approximately
45 million fully vested options were outstanding under this plan. No
further awards may be granted.

Key Associate Stock Plan

On April 24, 2002, the shareholders approved the Key Associate
Stock Plan to be effective January 1, 2003. This approval authorized
and reserved 200 million shares for grant in addition to the
remaining amount under the Key Employee Stock Plan asof
December 31, 2002, which was approximately 34 million shares plus
any shares covered by awards under the Key Employee Stock Plan
that terminate, expire, lapse or are cancelled after December 31,
2002. Subsequently, the shareholders authorized an additional
282 million shares for grant under the Key Associate Stock Plan. In
conjunction with the Merrill Lynch acquisition, the shareholders
authorized an additional 105 million shares for grant under the Key
Associate Stock Plan. At December 31, 2009, approximately
152 million options were outstanding under this plan. Approximately
90 million shares of restricted stock and restricted stock units were
granted in 2009. These shares of restricted stock generally vestin
three equal annual installments beginning one year from the grant
date with the exception of financial advisor awards that vest eight
years from grant date.

Employee Stock Compensation Plan
The Corporation assumed the Merrill Lynch Employee Stock
Compensation Plan. Future shares can be granted under thisplan.
Approximately 34 million shares of restricted stock units were granted
in 2009 which generally vest in three equal annual installments
beginning one year from the grant date. Awards granted priorto
2009 generally vest in four equal annual installments beginning one
year from the grant date. At December 31, 2009, there were
approximately 48 million shares outstanding.

The following table presents the status of all option plans at
December 31, 2009, and changes during 2009.

Employee stock options

Weighted-
average Exercise
Shares Price
Outstanding at January 1,

2009 232,429,057 $ 43.08
Merrill Lynch acquisition,

January 1, 2009 107,521,280 62.89
Exercised (2,835) 12.56
Forfeited (36,224,754) 46.31

Outstanding at

chember 31, 2009
303,722,748 49.71
Options exercisable at

December 31, 2009 275,180,674 49.45
Options vested and expected

to vest @ 303,640,869 49.71

Yincludes 45 million options under the Key Employee Stock Plan,
152 million options under the Key Associate Stock Plan and
107 million options to employees of predecessor companies

(z)ammed in mergers.

Includes vested shares and nonvested shares after a forfeiture rate
isapplied.

At December 31, 2009, the Corporation had no aggregate
intrinsic value of options outstanding, exercisable, and vested and
expected to vest. The weighted-average remaining contractual term
of options outstanding was 3.7 years, options exercisable was 3.2
years, and options vested and expected to vest was 3.7 yearsat
December 31, 2009.

The weighted-average grant-date fair value of options granted in
2008 and 2007 was $8.92 and $8.44. No options were granted in
2009.
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The following table presents the status of the restricted stock/unit
awards at December 31, 2009, and changes during 2009.

Restricted stock/unit awards

Weighted-
average Grant
Date Fair
Shares Value
Outstanding at January 1,

2009 32,715,964 $ 45.45
Merrill Lynch acquisition,

January 1, 2009 83,446,110 14.08
Granted 124,146,773 10.57
Vested (31,181,360) 31.46
Cancelled (34,099,465) 14.39

Outstanding at

December 31,
2009 175,028,022 14.30

At December 31, 2009, there was $677 million of total
unrecognized compensation cost related to share-based
compensation arrangements for all awards that is expected to be
recognized over a weighted-average period of 0.89 years. The total
fair value of restricted stock vested in 2009 was $203 million. In
2009, the amount of cash used to settle equity instruments was $397
million.

Other Stock Plans
As a result of the Merrill Lynch acquisition, the Corporation assumed
the obligations of outstanding awards granted under the Merrill
Lynch Financial Advisor Capital Accumulation Award Plans
(FACAAP) and the Merrill

NOTE 19 — Income Taxes

Form 10-K

Lynch Employee Stock Purchase Plan (ESPP). The FACAAP isno
longer an active plan and no awards were granted in 2009. Awards
granted in 2003 and thereafter are generally payable eight years
from the grant date in a fixed number of the Corporation’s common
stock. For outstanding awards granted prior to 2003, paymentis
generally made ten years from the grant date in a fixed number of
the Corporation’s common stock unless the fair value of such sharesis
less than a specified minimum value, in which case, the minimum
value is paid in cash. At December 31, 2009, there were 23 million
shares outstanding under this plan.

The ESPP allows eligible associates to invest from one percent to
10 percent of eligible compensation to purchase the Corporation’s
common stock, subject to legal limits. Purchases were made at a
discount of up to five percent of the average high and low market
price on the relevant purchase date and the maximum annual
contribution per employee was $23,750 in 2009. Up to 107 million
shares have been authorized for issuance under the ESPP in 2009.
The activity during 2009 is as follows:

Shares

Available at January 1, 2009 16,449,696
Purchased through plan (4,019,593)
Av ailable at December 31, 2009 12,430,103

The weighted-average fair value of the ESPP stock purchase
rights (i.e. the five percent discount on the Corporation’scommon
stock purchases) exercised by employees in 2009 is $0.57 per stock
purchase right.

The components of income tax expense (benefit) for 2009, 2008 and 2007 were as follows:

(Dollarsin millions) 2009 2008 2007
Current income tax expense (benefit)
Federal $(3,576) $5,075 $5,210
State 555 561 681
Foreign 735 585 804
Total current expense (benefit) (2,286) 6,221 6,695
Deferred income tax expense (benefit)
Federal 792 (5,269) (710)
State (620) (520) (18)
Foreign 198 (12) (25)
Total deferred expense (benefit) 370 (5,801) (753)
Total income tax expense (benefit) (1 $(1,916) $ 420 $5,942

“'Does not reflect the deferred tax effects of unrealized gains and losses on AFS debt and marketable equity securities, foreign cumrency
translation adjustments, derivatives and employee benefit plan adjustments that are included in accumulated OCI. Asa result of these tax
effects, accumulated OCI decreased $1.6 billion in 2009, increased $5.9 billion in 2008 and decreased $5.0 billion in 2007. Also, does not
reflect the tax effects associated with the Corporation’s employee stock plans which decreased common stock and additional paid-in capital
$295 million and $9 million in 2009 and 2008, and increased common stock and additional paid-in capital $251 million in 2007. Goodwill
was reduced $0, $9 million and $47 million in 2009, 2008 and 2007, respectively, reflecting certain tax benefits attributable to exercises of
employee stock optionsissued by acquired companies which had vested prior to the merger dates.
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