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Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company þ
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes  ¨    No  þ

As of June 30, 2014, the last business day of Milestone’s most recently completed second fiscal quarter, the aggregate
market value of the common stock held by non – affiliates of the issuer was $40,263,722. This amount is based on the
closing price of $1.35 per share of Milestone’s common stock as of such date, as reported on the OTCQB.
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EXHIBITS
FORWARD-LOOKING STATEMENTS

Certain statements made in this Annual Report on Form 10-K are “forward-looking statements” (within the meaning of
the Private Securities Litigation Reform Act of 1995) regarding the plans and objectives of management for future
operations. Such statements involve known and unknown risks, uncertainties and other factors that may cause actual
results, performance or achievements of Milestone to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. The forward-looking statements included
herein are based on current expectations that involve numerous risks and uncertainties. Milestone’s plans and
objectives are based, in part, on assumptions involving the continued expansion of business. Assumptions relating to
the foregoing involve judgments with respect to, among other things, future economic, competitive and market
conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of
which are beyond the control of Milestone. Although Milestone believes that its assumptions underlying the
forward-looking statements are reasonable, any of the assumptions could prove inaccurate. In light of the significant
uncertainties inherent in the forward-looking statements included herein, particularly in view of Milestone’s early stage
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operations, the inclusion of such information should not be regarded as a representation by Milestone or any other
person that the objectives and plans of Milestone will be achieved. Milestone undertakes no obligation to revise or
update publicly any forward-looking statements for any reason.
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PART I

Item 1. Description of Business

All references in this report to “Milestone,” “us,”, “our”, “we” or “Milestone Scientific” refer to Milestone Scientific Inc.
Milestone Scientific Inc. and subsidiary unless the context otherwise indicates. Milestone has rights to the following
trademarks: CompuDent®, CompuMed®, CompuFlo®, The Wand®, The Wand Plus®, The SafetyWand®, Dynamic
Pressure Sensing Technology®, STA Single Tooth Anesthesia™, (STA Instrument, instruments and handpieces), Ionic
White® (light emitting diode), and Ionic White™ (whitening toothpaste). Milestone was incorporated in the State of
Delaware in 1989.

In July 2014 Milestone acquired all of the 750,000 outstanding shares of an inactive, previously established Florida
corporation and changed its name to Wand Dental, Inc. (“Wand Dental”).  In September 2014, that corporation was
merged into a Delaware Corporation, retaining the same name and capitalization. On July 1, 2014, Wand Dental was
capitalized with cash and received the Milestone Scientific dental business and related dental assets including the
exclusive license of Milestone Scientific’s, patents, trademarks, and technology for use in the dental marketplace.
Wand Dental is consolidated into Milestone Scientific Inc.

BUSINESS

Background

Milestone since its inception has engaged in pioneering proprietary, innovative, computer-controlled injection
technologies and solutions for the medical and dental markets. Milestone has focused its energy and resources on
redefining the worldwide standard of care for injection techniques by making the experience more comfortable for the
patient and by reducing the anxiety and stress of administering injections for the healthcare provider.  

Milestone and its technology are widely recognized by key opinion leaders, industry experts and medical and dental
practitioners as the noted leader in the emerging, high growth, computer-controlled injection industry; and remains
intent on expanding the use and application of its proprietary, patented technologies to achieve greater operational
efficiencies, enhanced patient safety and therapeutic adherence, and improved quality of care within a broad range of
medical disciplines.

In 1997, Milestone first introduced The Wand® (CompuDent® instrument) and the disposable Wand handpiece.
CompuDent provides painless injections for all routine dental treatments, including root canals, crowns, fillings and
cleanings. Milestone’s Computer-Controlled Local Anesthetic Delivery (C-CLAD) instrument handpiece does not look
or feel like a syringe.  And, what’s more, it works better than a syringe, resulting in a more pleasant experience for the
patient and practitioner.  

Milestone subsequently expanded its product offerings with the introduction of the CompuMed® advanced injection
instrument, designed for use in a wide range of applications within the medical industry, including cosmetic surgery,
hair restoration surgery, podiatry, colorectal surgery, nasal and sinus surgery, dermatology and orthopedics, among
others.  

In 2007, Milestone received FDA 510(k) Pre-market clearance for marketing and sale of the STA instruments, (dental
instrument). Milestone introduced the instrument to the market in February 2007 and this instrument is currently being
marketed throughout the world.
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Central to Milestone’s intellectual property platform and current product development strategy is its patented
CompuFlo® technology for the precise delivery of medicaments.    The CompuFlo pressure/force
Computer-Controlled Local Anesthetic Delivery (C-CLAD) technology is an advanced, patented and FDA-approved
medical technology for the painless and accurate delivery of drugs, anesthetics and other medicaments into all tissue
types, as well as for the aspiration of bodily fluids or previously injected substances.  Its regulation and control of flow
rate continues to provide the CompuDent and CompuMed benefits of painless injections, while its Dynamic Pressure
Sensing® capability provides visual and audible in-tissue pressure feedback, identifying tissue types to the healthcare
provider.  This pressure feedback extends the benefit of painlessness from anesthetics with known viscosities to a
wide range of liquid drugs and other medicaments with varying viscosities and flow rates.  Dynamic Pressure Sensing
also allows the healthcare provider to know when certain types of tissues have been penetrated and permits the
healthcare provider to inject medicaments precisely at the desired location.  Thus, pressure feedback can prevent the
suffusion of tissue outside the intended target area, a vitally important characteristic in the injection of
chemotherapeutics and other toxic substances.

The CompuFlo technology consists of two critical elements.  One element is the ability to determine exit pressure In
Situ (in the injection site tissue) at the tip of the needle in real time.  This minimizes tissue damage (and eliminates the
pain of the injection) because the flow rate and pressure of the injection are controlled.  The other critical element of
the technology is an integrated injection database of algorithms that have been defined which allow for the
measurement of the exit pressure.  This database of algorithms contains the critical components of specific drugs,
parameters of needles, tubing and syringes and all other pertinent components for the safe and efficacious delivery of
medications for all procedures.

3
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The CompuFlo technology also consists of a disposable injection handpiece that provides for precise tactile control
during the injection, an electromechanical (computer-controlled) fluid delivery instrument and the ability to record
data from the injection event.  As confirmed by numerous noted medical and dental experts within academia and the
clinical practice arenas, CompuFlo has the potential to greatly increase the safety and efficacy of many drug delivery
procedures that currently rely upon the over 150-year-old hypodermic syringe technology and the tactile senses and
delivery expertise of the administrator.

On September 14, 2004, Milestone Scientific was issued United States Patent No. 6,786,885 for the CompuFlo
technology, entitled “Pressure/Force Computer Controlled Drug Delivery Instrument with Exit Pressure.” Proprietary
software, working with an innovative technology, allows the instrument to continuously monitor and control the exit
pressure of fluid and/or medication during an injection. This same technology also enables doctors to accurately
identify different tissue types based on exit pressure during an injection. The technology has numerous applications in
both medicine and dentistry, including epidural and intra-articular injections.

In December 2004, the United States Patent Office issued a “Notice of Allowance” for patent protection on two
additional critical elements of the CompuFlo automated drug delivery technology: “Drug Delivery Instrument with
Profiles” and “Pressure/Force Computer Controlled Drug Delivery with Automated Charging”.

In December 2005, Milestone submitted a pre-market notification to the U.S. Food and Drug Administration
(FDA) on its CompuFlo technology, which was subsequently cleared by the FDA in July of 2006. This initial
submission was critical for Milestone’s continuing efforts to develop and commercialize this important technology.
Milestone has identified a number of potential applications for CompuFlo, including single-tooth dental injections,
self-administered drug delivery, osteoarthritis joint pain management and epidurals.  

Given Milestone’s experience and established brand awareness within the dental industry, it elected to focus its initial
product development efforts on the integration of CompuFlo into its legacy computer-controlled dental injection
instrument.  As a result, Milestone developed the industry’s first solution for painlessly administering a single-tooth
injection as the only injection necessary for achieving anesthesia, foregoing the need to administer a traditional nerve
branch block.  This new instrument, which also provides for use of a disposable handpiece, was trademarked the “STA
Single Tooth Anesthesia Instrument™,” now more commonly known as the Wand STA Instrument.  

After receiving FDA 510(k) Pre-market Notification acceptance for the marketing and sale of the STA Instrument,
Milestone introduced the instrument to market in February 2007 at the Chicago Dental Society’s 143rd Midwinter
Meeting.  The patented STA Instrument incorporates the "pressure feedback" elements of Milestone's patented
CompuFlo technology, thereby allowing dentists to administer injections accurately and painlessly into the
periodontal ligament space, effectively anesthetizing a single tooth. This injection is of significant value in that it
allows the dentist to profoundly anesthetize the tooth within one or two minutes, versus up to 15-18 minutes for a
block injection to take effect. Utilizing the STA Instrument single tooth injection, the patient will suffer neither pain
nor collateral anesthesia in the cheek, lips or tongue at any time. The STA Instrument is capable of performing all of
the injections that can be done with a conventional dental syringe, including the palatal-anterior superior alveolar,
anterior middle superior alveolar and inferior alveolar nerve block.  The STA Instrument achieves these injections
predictably and reliably.

Initial market response to the STA Instrument following its commercial debut in February 2007 proved to be less than
robust.  Moreover, at that time, Milestone had granted exclusive U.S. and Canadian distribution and marketing rights
for the STA Instrument to Henry Schein, Inc., the largest distributor of healthcare products and services to
office-based practitioners in the combined North American and European markets.  Following several months of
lackluster sales and after making critical senior management changes, Milestone initiated an in-depth market study to
reassess its positioning and marketing strategies for the STA Instrument.  The insight gained from this study led
management to redefine and implement a new messaging platform, created to emphasize key benefits that Milestone
discovered are of most value to dental professionals.  This new product messaging was launched in January 2008 and
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has remained in constant review.

In the spring of 2009, Milestone signed an Exclusive Distribution and Marketing Agreement with China National
Medicines Corporation, dba Sinopharm, which is China’s largest domestic manufacturer, distributor and marketer of
pharmaceuticals and importer of medical devices and the country’s largest domestic distributor of dental anesthetic
carpules to the Chinese dental industry.   Prior to the end of 2009, China National Medicines issued Milestone a
blanket purchase order for 12,000 STA instruments and related handpieces to be delivered over 36 months, thereby
marking Milestone’s initial penetration into China’s emerging dental market.  The agreement was terminated in
September 2014 and a new distributor, Milestone China Inc. owned forty (40) percent by Milestone Scientific Inc.
became the distributor for the STA Instruments and handpieces in China.

In early October 2012, the State Food and Drug Administration (SFDA) of the People’s Republic of China approved
Milestone’s Single Tooth Anesthesia System® (STA System). Unfortunately, the SFDA bifurcated approval of the
STA Systems from the Wand® handpieces. CFDA, (previously the SFDA), approval of the Wand® handpieces was
received in May 2014 and the distribution of these handpieces has begun in China

4

Edgar Filing: MILESTONE SCIENTIFIC INC. - Form 10-K

9



According to a report published by the U.S. Department of Commerce, titled “China’s Emerging Markets: Opportunities
in the Dental and Dental Lab Industry,” China’s dental market lags behind other healthcare services and has largely
been neglected in the past.  In fact, CS Market Research reports that “of China’s 1.3 billion plus population, 50% of the
adults and 70% of the children are estimated to have decayed tooth problems, and over 90% have periodontal
disease.”  However, with increasing affluence of the Chinese population, as well as increasing attention towards
personal care, demand for dental services has been growing.  Market research firm Freedonia agrees, noting that
demand for dental products in China is expected to climb due primarily to escalating personal income levels and
government programs promoting awareness of the benefits of good oral care.  

Shortly before the end of the second quarter of 2009, Milestone elected to refine its international marketing strategy to
gain greater access to and penetration of the international dental markets.  The new sales strategy provides for
increasing hands-on oversight and support of its existing international distribution network, while also attracting new
distributors throughout Europe, Asia and South America.  

Beginning in the second and third quarter 2010, Milestone expanded its international and domestic sales force by
hiring a Director of International Sales and Director of Domestic Sales. These additions have proven to be a valuable
addition to our dental market business, as we expand our distribution in both markets.

In November 2012, Milestone signed an exclusive distributor and marketing agreement with a well-known US
domestic manufacturer and distributor, for the sale and distribution of the STA instrument and handpieces in the
United States and Canada. The marketing initiative will include participation in U.S. and Canadian dental shows, as
well as pediatric dental shows; an active advertising initiative targeting major dental publications; and direct mailing
campaigns to over 150,000 dentists across the U.S. and Canada.

In August 2013, Milestone appointed Henry Schein as its exclusive distributor in the USA and Canada for the
CompuDent handpieces.

In May of 2014, Milestone completed a private placement, which raised gross proceeds in the total of $10 million, for
the sale of $3 million in common stock (2 million shares at $1.50 per share) and $7 million in Series A Convertible
Preferred Stock, convertible into common stock at $2.545 per share on May 14, 2019, or $1.50 per share unless
certain conditions are not met both subject to anti-dilution adjustment .

CompuFlo® Advanced Injection Technology – Core Technology

The CompuFlo technology is patented and embedded in the STA Instrument that is being sold worldwide in the dental
market.  CompuFlo technology has been tried and proven in human and animal studies, as well as by dentists in most
parts of the world who are using the STA Instrument in their practices.  

CompuFlo is a revolutionary new technology for injections. CompuFlo enables health care practitioners to monitor
and precisely control “pressure,” “rate” and “volume” during all injections and can be used to inject all liquid medicaments
as well as anesthetics. CompuFlo can also be used to aspirate body fluids.

Negative side effects from the use of traditional hypodermic drug delivery injection instruments are well documented
in dental and medical literature and include risk of death, transient or permanent paralysis, pain, tissue damage and
post-operative complications. The pain and tissue damage are a direct result of uncontrolled flow rates and pressures
that are created during the administration of drug solutions into human tissue. While several technologies have been
capable of controlling flow rate, the ability to accurately and precisely control pressure has been unobtainable until the
development of CompuFlo.  

Precisely controlling in-tissue pressure increases patient safety by reducing the risk of tissue damage and
post-treatment pain related to excessive pressure that may occur during certain injections.  Identification of the tissue,
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in which the needle tip is imbedded, is believed to be highly important in epidural injections, intra-articular injections
and numerous organ, subcutaneous and intramuscular injections.  

CompuFlo’s pressure sensing technology provides an objective tool that consistently and accurately identifies the
epidural space by detecting the difference in pressure between the ligamentum flavum and the extraligamentary tissue.
In studies utilizing the CompuFlo technology the epidural space has been correctly identified 100% of the
time.  Knowing the precise location of a needle during an epidural injection procedure provides a measure of safety
not presently available to doctors using conventional syringes, who identify the epidural space by relying on the
subjective perception of loss of resistance to saline.

In the absence of curative procedures, arthritis patients are obliged to endure multiple painful injections annually for a
lifetime.  Often these injections are not efficacious, because the doctor using a syringe failed to locate the
intra-articular space or did not inject the appropriate volume of hyaluronic acid or other medicament into that
space.  The CompuFlo technology has been

5
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successful in administering viscous hyaluronic acid and other medicaments into the intra-articular space in both small
and large joints using its computer-controlled pressure sensing capabilities in an independent animal study.

There are a number of injectable drugs routinely self-administered in a home or office setting using spring loaded
automatic injection devices by people who suffer from long term chronic conditions such as Multiple Sclerosis
diseases of the auto immune system and Rheumatoid Arthritis.  The CompuFlo technology, using pressure sensing
capabilities, can serve as a painless subcutaneous injection method for these self-administered drugs.  A significant
reduction in pain during delivery should have a positive impact on compliance, which is a major consideration when
physicians are treating patients.

Medical Instrument for Joint Venture

In July 2011, Milestone entered into a joint venture agreement with Beijing 3H (Heart-Help-Health) Scientific
Technology Co., Ltd. (Beijing 3H) for the development, commercialization, manufacture and marketing of an epidural
and intra-articular injection instruments. Milestone held a 50% interest in the joint venture Milestone Medical Inc.
(Milestone Medical), and shareholders of Beijing 3H, and a group of individual investors including a large
shareholder in Milestone who is also a principal of a supplier to Milestone, also held a 50% interest in the joint
venture.

The joint venture provided for Milestone’s contribution of an exclusive worldwide royalty-free license to use its
patents. Shareholders of Beijing 3H, and a group of individual investors contributed $1.5 million to the joint venture
to design and develop two commercial instruments using Milestone’s CompuFlo® technology and disposables.
Milestone will have distribution responsibility in the U.S., Canada. Milestone Medical will distribute for the rest of the
world, while Beijing 3H had rights to distribute products exclusively in the People’s Republic of China, Macao, Hong
Kong and other regions of Asia. In September 2014, shareholders of Beijing 3H sold their shares in Milestone
Medical (shares individually owned by two shareholders of Beijing 3H to other founding investors) and the
distribution agreement with Beijing 3H for the medical instruments was terminated. Milestone Medical entered into an
agreement with Milestone China Inc. (Hong Kong Company), forty (40) percent owned by Milestone Scientific to
distribute both medical instruments in the People’s Republic of China, Macao, Hong Kong and other regions of Asia.

In the fourth quarter of 2013, Milestone Medical. sold 2 million shares of its common stock for $1.50 per share in a
private placement transaction in Poland. As a result of the sale, Milestone Medical received net proceeds of
$2,363,000. The effect of this sale was to reduce Milestone’s ownership percentage from 50% to 45.5% (post
transaction).

In the fourth quarter of 2014, Milestone purchased 995,000 shares from a founding shareholder of Milestone Medical
for $447,750 ($0.45 per share). As a result, Milestone increased its aggregate ownership of Milestone Medical to
10,995,000 shares, or 49.9% of its issued and outstanding shares, as of December 31, 2014.

On December 31, 2014 Milestone entered into a line of credit with Milestone Medical, to provide up to $2 million of
funding through April 15, 2016 for the further commercialization, and marketing of the two medical instruments.
Interest will be charged at a rate of 3.25% per annum, the prime rate in the U.S. at the inception of the agreement.

Product Platform
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Milestone has developed and brought to market a highly differentiated portfolio of industry innovations.  Thus far,
Milestone’s proprietary solutions have succeeded in elevating the state of the art in the professional dental arena. The
product portfolio includes:

STA Single Tooth Anesthesia Instrument™ (Wand STA Instrument)

The STA Single Tooth Anesthesia Instrument™ (STA Instrument) is a patented, computer-controlled local anesthesia
delivery instrument that incorporates the “pressure feedback” elements of Milestone’s patented CompuFlo technology,
thereby allowing dentists to administer injections accurately into the periodontal ligament space, effectively
anesthetizing a single tooth. While the periodontal ligament injection has been available for some time, there has been
no effective technology that allows dentists to easily perform the procedure painlessly, safely and predictably until
now. With this unique procedure dentists can easily and predictably anesthetize a single tooth root in one minute as
the primary and sole injection, as compared to a general blocking injection and waiting up to 18 minutes (or longer if
the blocking injection needs to be re-administered) before proceeding to perform a procedure on the targeted tooth. An
instrument which allows dentists to effectively anesthetize a single tooth will greatly enhance the productivity of
dental practices and, when combined with the painless injection capabilities already present in the CompuDent
instrument, such an instrument should provide a compelling value in the marketplace. The STA Instrument will
generate recurring revenues from per-patient disposable handpieces.

6
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Since its market introduction in the spring of 2007, the STA Instrument has received favorable reviews and awards
from the dental industry.  In July 2007, noted industry publication Dentistry Today featured the STA Instrument as
one of the “Top 100 Products in 2007,” helping to promote much broader recognition of the instrument and validating
STA’s value proposition for dentists and patients, alike.  In early 2008, Medical Device & Diagnostic Industry
magazine distinguished the STA Instrument as a 2008 Medical Design Excellence Award winner in the “Dental
Instruments, Equipment and Supplies” product category.  Of the 33 products to receive this coveted award, the STA
was one of only two winning products that serve dental practitioners.   In December 2008, Milestone continued to win
broad acclaim for the STA Instrument by winning a “Townie Choice Award”.  The “Townie Choice” awards were
originally started by Dr. Howard Darran and Farran Media, publisher of Dentaltown Magazine, to assist dentists in
making product purchasing decisions, and are considered the “people’s choice” of the products and services available to
the dental industry today.  That same month, the STA Instrument was also named as a Dental Products Report “Top
100 2008 Product of Distinction.”  Additionally, the STA Instrument was named one of Dentistry Today’s “Top 100
Products” for the third consecutive year in 2010.

CompuDent®

CompuDent (also known as the Wand Plus® internationally) is Milestone’s proprietary, patented Computer-Controlled
Local Anesthetic Delivery (C-CLAD) instrument and predecessor of the STA Instrument.  CompuDent delivers
anesthesia at a precise and consistent rate below a patient’s pain threshold.  Over the years, CompuDent has been
widely heralded as a revolutionary instrument, considered one of the major advances in dentistry in the 20th Century.
The instrument has been favorably evaluated in more than 50 peer reviewed or independent clinical research reports.
CompuDent, including its ergonomically designed single-use handpieces (The Wand®), provides numerous, well
documented benefits:

·CompuDent minimizes the pain associated with palatal, mandibular block and all other injections, resulting in a more
comfortable injection experience for the patient;

· the pencil grip used with The Wand handpieces allows unprecedented tactile sense and accurate control;
·new injections made possible with the CompuDent technology eliminate collateral numbness of the tongue, lips and
facial muscles;

·bi-directional rotation of The Wand handpieces eliminates needle deflection resulting in greater success and more
rapid onset of anesthesia in mandibular block injections;

· the use of a single patient use, disposable handpieces minimizes the risk of cross contamination; and
·the ergonomic design of The Wand handpieces makes an injection easier and less stressful to administer, lowering
the risk of carpal tunnel syndrome.

Despite CompuDent’s many benefits, including the administration of less painful and more comfortable injections,
dentists in the United States have been slow to give up the use of traditional syringes. Dentists have all been trained to
use syringes in dental school and often have become accustomed to and are comfortable with their use during many
years of clinical practice, in spite of the obvious reluctance and/or fear of the patient in relation to injections
administered by hypodermic syringe. There are approximately 40 million dental phobics, those people afraid to visit a
dentist, in the United States. Therefore, Milestone believes there is a disconnect in the way dentists perceive their
patients’ attitudes toward injection by hypodermic syringe. The CompuDent is used today by thousands of dentists
around the world, many of whom have long since abandoned the over 150-year old syringe.  

CompuMed®

CompuMed is a patented computer-controlled injection instrument geared to the needs of the medical market and
providing benefits similar to CompuDent. CompuMed allows many medical procedures, now requiring intravenous
sedation, to be performed with only local anesthesia due to dramatic pain reduction. Also, dosages of local anesthetic
can often be significantly reduced, thus reducing side effects, accelerating recovery times, lowering costs and
eliminating potential complications. CompuMed has accumulated clinical evidence demonstrating benefits from use in
colorectal surgery; podiatry; dermatology, including surgery for the removal of basal cell carcinomas and other
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oncological dermatologic procedures; nasal and sinus surgery, including rhinoplasty; hair transplantation and cosmetic
surgery, among others. The CompuMed is being replaced by instruments that include CompuFlo technology geared to
specific medical disciplines.

The Wand®

The Wand handpiece is used in conjunction with the STA, CompuDent and CompuMed instruments.  It is an
ergonomically designed and patented handpieces that enables all traditional and newer injections, such as AMSA,
P-ASA and Modified-PDL, to be more comfortable and easier to deliver. Moreover, the pen-like grasp of The Wand
allows bi-directional rotation during injection, which prevents needle deflection that occurs with a traditional syringe.
A straighter path results in a more accurate injection, meaning

7
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fewer missed mandibular blocks, and more rapid onset of anesthesia. Missed blocks are reported in the literature to
occur 30% of the time. This raises both patient anxiety and difficulties for the dentists in managing their business.
While awaiting profound anesthesia, the dentist is losing time and money.

Competition

Milestone’s proprietary, patented Computer-Controlled Local Anesthesia Delivery (C-CLAD) instruments compete
with disposable and reusable syringes that generally sell at lower prices and that use established and well-understood
methodologies in both the dental and medical marketplaces.

Milestone’s instruments compete on the basis of their performance characteristics and the benefits provided to both the
practitioner, patient and the dental business operations. Clinical studies have shown that the instruments reduce fear,
pain and anxiety for many patients, and Milestone believes that they can reduce practitioner stress levels, as
well.  Milestone’s newest product introduction, the STA Instrument, can be used for all dental injections that can be
performed with a traditional dental syringe. Moreover, the STA Instrument can also be used for new and modified
dental injection techniques that cannot be performed with traditional syringes. These new techniques allow for faster
procedures shortening chair-time, minimizing the numbing of the lips and facial muscles, enhancing practice
productivity, reducing stress and virtually eliminating pain and anxiety for both the patient and the dentist.

Milestone faces intense competition from many companies in the medical and dental device industry, possessing
substantially greater financial, marketing, personnel, and other resources. Most competitors have established
reputations, stemming from their success in the development, sale, and service of competing dental products. Further,
rapid technological change and research may affect the products. Current or new competitors could, at any time,
introduce new or enhanced products with features that render the products less marketable or even obsolete.
Therefore, Milestone must devote substantial efforts and financial resources to improve existing products, bring
products to market quickly, and develop new products for related markets. In addition, the ability to compete
successfully requires that Milestone establish an effective distribution network with a strong marketing plan.
Historically, Milestone has been unsuccessful in executing the marketing plans for the products, primarily due to
resource constraints. New products must be approved by regulatory authorities before they may be marketed.
Milestone cannot assure you that it can compete successfully; that competitors will not develop technologies or
products that render the products less marketable or obsolete; or, that Milestone will succeed in improving the existing
products, effectively develop new products, or obtain required regulatory approval for those products.

8
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Patents and Intellectual Property

Milestone holds the following U.S. utility and design patents:

U.S. PATENT DATE OF
NUMBER ISSUE

Computer Controlled
Drug Delivery
Systems
Dental Anesthetic
and Delivery
Injection Unit 6,022,337 2/8/2000

Cartridge Holder for
Injection Device

Hypothetical
Initial Index
Level

Hypothetical
Final Index Level

Column B /
Column A

Initial
Weighted
Value

Column C x
Column D

EURO STOXX 50®

Index 100.0050.00 50.00% 37.00 18.50

FTSE® 100 Index 100.0080.00 80.00% 23.00 18.40
TOPIX® 100.00100.00100.00% 23.00 23.00
Swiss Market Index 100.00135.00135.00% 9.00 12.15
S&P®/ASX 200
Index 100.00135.00135.00% 8.00 10.80

Final Basket Level 82.85
Basket Return -17.15%

In this example, the hypothetical Final Index Level of each of the EURO STOXX 50® Index and the FTSE® 100
Index is less than its respective hypothetical Initial Index Level, while the hypothetical Final Index Level of the
TOPIX® is equal to its hypothetical Initial Index Level and the hypothetical Final Index Levels of the Swiss Market
Index and S&P®/ASX 200 Index are greater than their respective Initial Index Levels.

Because the Basket is unequally weighted, increases in the lower weighted Basket Underliers will be offset by
decreases in the more heavily weighted Basket Underliers. In this example, the large declines in the EURO STOXX
50® Index and the FTSE® 100 Index result in the hypothetical Final Basket Level being less than the Initial Basket
Level even though the TOPIX® remained flat and the Swiss Market Index and the S&P®/ASX 200 Index increased.

Since the hypothetical Final Basket Level of 82.85 is less than the Initial Basket Level, the hypothetical Cash
Settlement Amount for each $1,000 face amount of your notes will equal:

Cash Settlement Amount = $1,000 + ($1,000 × -17.15%) = $828.50

PS-16
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Example 4: The Final Basket Level is less than the Initial Basket Level. The Cash Settlement Amount is less
than the $1,000 face amount.

Column A Column B Column C Column D Column E

Basket Underlier Hypothetical Initial
Index Level

Hypothetical Final
Index Level

Column B /
Column A

Initial Weighted
Value

Column C x
Column D

EURO STOXX
50® Index 100.00 50.00 50.00% 37.00 18.50

FTSE® 100 Index 100.00 60.00 60.00% 23.00 13.80
TOPIX® 100.00 60.00 60.00% 23.00 13.80
Swiss Market
Index 100.00 65.00 65.00% 9.00 5.85

S&P®/ASX 200
Index 100.00 55.00 55.00% 8.00 4.40

Final Basket Level 56.35
Basket Return -43.65%

In this example, the hypothetical Final Index Levels for all of the Basket Underliers are less than the applicable
hypothetical Initial Index Levels, which results in the hypothetical Final Basket Level being less than the Initial
Basket Level of 100.00. Since the hypothetical Final Basket Level of 56.35 is less than the Initial Basket Level, the
hypothetical Cash Settlement Amount for each $1,000 face amount of your notes will equal:

Cash Settlement Amount = $1,000 + ($1,000 x -43.65%) = $563.50

The Cash Settlement Amounts shown above are entirely hypothetical; they are based on levels of the Basket Underlier
that may not be achieved on the Determination Date and on assumptions that may prove to be erroneous. The actual
market value of your notes on the stated maturity date or at any other time, including any time you may wish to sell
your notes, may bear little relation to the hypothetical Cash Settlement Amounts shown above, and these amounts
should not be viewed as an indication of the financial return on an investment in the offered notes. The hypothetical
Cash Settlement Amounts on notes held to the stated maturity date in the examples above assume you purchased your
notes at their face amount and have not been adjusted to reflect the actual price to public you pay for your notes. The
return on your investment (whether positive or negative) in your notes will be affected by the amount you pay for your
notes. If you purchase your notes for a price other than the face amount, the return on your investment will differ
from, and may be significantly lower than, the hypothetical returns suggested by the above examples. Please read “Risk
Factors — If You Purchase Your Notes at a Premium to Face Amount, the Return on Your Investment Will Be Lower
Than the Return on Notes Purchased at Face Amount and the Impact of Certain Key Terms of the Notes Will Be
Negatively Affected” below.
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Payments on the notes are economically equivalent to the amounts that would be paid on a combination of other
instruments. For example, payments on the notes are economically equivalent to a combination of an interest-bearing
bond bought by the holder and one or more options entered into between the holder and us (with one or more implicit
option premiums paid over time). The discussion in this paragraph does not modify or affect the terms of the notes or
the U.S. federal income tax treatment of the notes, as described elsewhere in this pricing supplement.

We cannot predict the actual Final Basket Level or what the market value of your notes will be on any particular
trading day, nor can we predict the relationship between the level of each Basket Underlier and the market value of
your notes at any time prior to the stated maturity date.  The actual amount that you will receive, if any, at maturity
and the rate of return on the offered notes will depend on the actual Initial Index Level of each Basket Underlier, the
Cap Level and the Maximum Settlement Amount, which we will set on the trade date, and the actual Basket Return
determined by the calculation agent as described above.  Moreover, the assumptions on which the hypothetical
returns are based may turn out to be inaccurate.  Consequently, the amount of cash to be paid in respect of your
notes, if any, on the stated maturity date may be very different from the information reflected in the examples and
chart above.

PS-17
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RISK FACTORS

An investment in your notes is subject to the risks described below, as well as the risks and considerations described
in the accompanying prospectus, prospectus supplement and product supplement. You should carefully review these
risks and considerations as well as the terms of the notes described herein and in the accompanying prospectus,
prospectus supplement and product supplement. Your notes are a riskier investment than ordinary debt securities.
Also, your notes are not equivalent to investing directly in the Basket Underlier Stocks, i.e., with respect to a Basket
Underlier to which your stocks are linked, the stocks comprising such Basket Underlier. You should carefully consider
whether the offered notes are suited to your particular circumstances.

You May Lose Your Entire Investment in the Notes

You can lose your entire investment in the notes. The cash payment on your notes, if any, on the stated maturity date
will be based on the performance of the Basket as measured from the Initial Basket Level to the Final Basket Level on
the Determination Date. If the Final Basket Level is less than the Initial Basket Level, you will have a loss for each
$1,000 of the face amount of your notes equal to the product of the Basket Return times $1,000. You may lose your
entire investment in the notes, which would include any premium to face amount you paid when you purchased the
notes.

Also, the market price of your notes prior to the stated maturity date may be significantly lower than the purchase
price you pay for your notes. Consequently, if you sell your notes before the stated maturity date, you may receive far
less than the amount of your investment in the notes.

The Return on Your Notes Will Be Limited to the Maximum Settlement Amount

Your ability to participate in any appreciation in the level of the Basket over the life of your notes will be limited
because of the Cap Level. The Maximum Settlement Amount will limit the Cash Settlement Amount you may receive
for each of your notes at maturity, no matter how much the level of the Basket increases beyond the Cap Level over
the life of your notes. Accordingly, the amount payable for each of your notes may be significantly less than it would
have been had you invested directly in the Basket Underlier Stocks.

Any Payment on the Notes Is Subject to Our Credit Risk and the Credit Risk of the Guarantor, and Actual or
Perceived Changes in Our or the Guarantor’s Creditworthiness Are Expected to Affect the Value of the Notes

The notes are our senior unsecured debt securities. Any payment on the notes will be fully and unconditionally
guaranteed by the Guarantor. The notes are not guaranteed by any entity other than the Guarantor. As a result, your
receipt of the Cash Settlement Amount at maturity will be dependent upon our ability and the ability of the Guarantor
to repay our obligations under the notes on the stated maturity date, regardless of the level of the Basket. No assurance
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can be given as to what our financial condition or the financial condition of the Guarantor will be on the stated
maturity date. If we and the Guarantor become unable to meet our respective financial obligations as they become due,
you may not receive the amounts payable under the terms of the notes.

In addition, our credit ratings and the credit ratings of the Guarantor are assessments by ratings agencies of our
respective abilities to pay our obligations. Consequently, our or the Guarantor’s perceived creditworthiness and actual
or anticipated decreases in our or the Guarantor’s credit ratings or increases in the spread between the yield on our
respective securities and the yield on U.S. Treasury securities (the “credit spread”) prior to the stated maturity date may
adversely affect the market value of the notes. However, because your return on the notes depends upon factors in
addition to our ability and the ability of the Guarantor to pay our respective obligations, such as the level of the
Basket, an improvement in our or the Guarantor’s credit ratings will not reduce the other investment risks related to the
notes.

We Are a Finance Subsidiary and, as Such, Will Have Limited Assets and Operations

We are a finance subsidiary of BAC and will have no assets, operations or revenues other than those related to the
issuance, administration and repayment of our debt securities that are guaranteed by the Guarantor. As a finance
subsidiary, to meet our obligations under the notes, we are dependent upon payment or contribution of funds and/or
repayment of outstanding loans from the Guarantor and/or its other subsidiaries. Therefore, our ability to make
payments on the notes may be limited. In addition, we will have no independent assets available for distributions to
holders of the notes if they make claims in respect of the notes in a bankruptcy, resolution or similar proceeding.
Accordingly, any recoveries by such holders may be limited to those available under the related
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guarantee by the Guarantor, and that guarantee will rank equally with all other unsecured senior obligations of the
Guarantor.

The Public Offering Price You Pay for the Notes Will Exceed Their Initial Estimated Value

The initial estimated value of the notes that is provided in this preliminary pricing supplement, and that will be
provided in the final pricing supplement, are each an estimate only, determined as of a particular point in time by
reference to our and our affiliates’ pricing models. These pricing models consider certain assumptions and variables,
including our credit spreads and those of the Guarantor, the Guarantor’s internal funding rate, mid-market terms on
hedging transactions, expectations on interest rates, dividends and volatility, price-sensitivity analysis, and the
expected term of the notes. These pricing models rely in part on certain forecasts about future events, which may
prove to be incorrect.

The initial estimated value does not represent a minimum or maximum price at which we, the Guarantor, MLPF&S or
any other entities would be willing to purchase your notes in any secondary market (if any exists) at any time. The
value of your notes at any time after the date of this pricing supplement will vary based on many factors that cannot be
predicted with accuracy, including our and the Guarantor’s creditworthiness and changes in market conditions.

If you attempt to sell the notes prior to maturity, their market value may be lower than the price you paid for them and
lower than their initial estimated value. This is due to, among other things, changes in the levels of the Basket
Underliers, the Guarantor’s internal funding rate, and the inclusion in the public offering price of the hedging related
charges, all as further described in “Structuring the Notes” below. These factors, together with various credit, market
and economic factors over the term of the notes, are expected to reduce the price at which you may be able to sell the
notes in any secondary market and will affect the value of the notes in complex and unpredictable ways.

The Price of the Notes That May Be Paid by MLPF&S (and Which May Be Reflected on Customer Account
Statements) May Be Higher than the Then-Current Estimated Value of the Notes for a Limited Time Period
After the Trade Date

As agreed by MLPF&S and the distribution participants, for approximately a three-month period after the trade date,
MLPF&S expects to offer to buy the notes in the secondary market at a price that will exceed the estimated value of
the notes at that time. The amount of this excess, which represents a portion of the hedging-related charges expected
to be realized by MLPF&S and the distribution participants over the term of the notes, will decline to zero on a
straight line basis over that three-month period. Accordingly, the estimated value of your notes during this initial
three-month period may be lower than the value shown on your customer account statements. Thereafter, if MLPF&S
buys or sells your notes, it will do so at prices that reflect the estimated value determined by reference to its pricing
models at that time. Any price at any time after the trade date will be based on then-prevailing market conditions and
other considerations, including the performances of the Basket Underliers and the remaining term of the notes.
However, none of us, the Guarantor, MLPF&S or any other party is obligated to purchase your notes at any price or at
any time, and we cannot assure you that any party will purchase your notes at a price that equals or exceeds the initial
estimated value of the notes.
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We Cannot Assure You that a Trading Market for Your Notes Will Ever Develop or Be Maintained

We will not list the notes on any securities exchange. We cannot predict how the notes will trade in any secondary
market or whether that market will be liquid or illiquid.

The development of a trading market for the notes will depend on the Guarantor’s financial performance and other
factors, including changes in the levels of the Basket Underliers. The number of potential buyers of your notes in any
secondary market may be limited. We anticipate that MLPF&S will act as a market-maker for the notes, but none of
us, the Guarantor or MLPF&S is required to do so. There is no assurance that any party will be willing to purchase
your notes at any price in any secondary market. MLPF&S may discontinue its market-making activities as to the
notes at any time. To the extent that MLPF&S engages in any market-making activities, it may bid for or offer the
notes. Any price at which MLPF&S may bid for, offer, purchase, or sell any notes may differ from the values
determined by pricing models that it may use, whether as a result of dealer discounts, mark-ups, or other transaction
costs. These bids, offers, or completed transactions may affect the prices, if any, at which the notes might otherwise
trade in the market.

In addition, if at any time MLPF&S were to cease acting as a market-maker as to the notes, it is likely that there would
be significantly less liquidity in the secondary market. In such a case, the price at which the notes could be sold likely
would be lower than if an active market existed.
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The Amount Payable on Your Notes Is Not Linked to the Level of Each Basket Underlier at Any Time Other
than the Determination Date

The Final Basket Level will be based on the closing levels of each Basket Underlier on the Determination Date
(subject to adjustment as described elsewhere in this pricing supplement). Therefore, if the closing levels of the Basket
Underliers decreased significantly on the Determination Date, the Cash Settlement Amount for your notes may be
significantly less than it would have been had the Cash Settlement Amount been linked to the closing levels of the
Basket Underliers prior to such decrease in the levels of the Basket Underliers. Although the actual levels of the
Basket Underliers on the stated maturity date or at other times during the life of your notes may be higher than the
closing levels of the Basket Underliers on the Determination Date, you will not benefit from the closing levels of the
Basket Underliers at any time other than on the Determination Date.

Your Notes Will Not Bear Interest

You will not receive any interest payments on your notes. As a result, even if the Cash Settlement Amount payable for
your notes on the stated maturity date exceeds the face amount of your notes, the overall return you earn on your notes
may be less than you would have earned by investing in a non-indexed debt security of comparable maturity that bears
interest at a prevailing market rate.

The Probability that the Final Basket Level Will Be Less Than the Initial Basket Level Will Depend in Part on
the Volatility of the Basket Underliers

“Volatility” refers to the frequency and magnitude of changes in the levels of the Basket Underliers. The greater the
expected volatility with respect to the Basket Underliers on the trade date, the higher the expectation as of the trade
date that the Final Basket Level could be less than the Initial Basket Level, indicating a higher expected risk of loss on
the notes. The terms of the notes are set, in part, based on expectations about the volatility of the Basket Underliers as
of the trade date. The volatility of the Basket Underliers can change significantly over the term of the notes. The level
of the Basket could fall sharply, which could result in a significant loss of principal. You should be willing to accept
the downside market risk of the Basket and the potential to lose a significant amount of your principal at maturity.

You Have No Shareholder Rights or Rights to Receive Any Basket Underlier Stock

Investing in your notes will not make you a holder of any of the Basket Underlier Stocks. Neither you nor any other
holder or owner of your notes will have any rights with respect to the Basket Underlier Stocks, including voting rights,
any right to receive dividends or other distributions, any rights to make a claim against the Basket Underlier Stocks or
any other rights of a holder of the Basket Underlier Stocks. Your notes will be paid in cash and you will have no right
to receive delivery of any Basket Underlier Stocks.

The Publisher of a Basket Underlier May Adjust such Basket Underlier in a Way that Affects Its Levels, and
the Publisher Has No Obligation to Consider Your Interests
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The publisher of a Basket Underlier can add, delete, or substitute the components included in that Basket Underlier or
make other methodological changes that could change its level. A new security included in a Basket Underlier may
perform significantly better or worse than the replaced security, and the performance will impact the level of that
Basket Underlier. Additionally, the publisher of a Basket Underlier may alter, discontinue, or suspend calculation or
dissemination of that Basket Underlier. Any of these actions could adversely affect the value of your notes. The
publisher of a Basket Underlier will have no obligation to consider your interests in calculating or revising that Basket
Underlier.

The Lower Performance of One Basket Underlier May Offset an Increase in One or More Other Basket
Underliers

Changes in the level of one or more of the Basket Underliers may be offset by changes in the levels of the other
Basket Underliers. As a result, any return on the Basket – and thus on your notes – may be reduced or eliminated, which
will have the effect of reducing the amount payable in respect of your notes at maturity. In addition, due to the
different initial weighted values, changes in the levels of some Basket Underliers will have a more substantial impact
on the level of the Basket than similar changes in the levels of the other Basket Underliers.

We May Sell Additional Notes at a Different Issue Price

At our sole option, we may decide to sell an additional aggregate face amount of the notes subsequent to the date of
this pricing supplement. The price to public of the notes in the subsequent sale may differ substantially (higher or
lower) from the original price to public you paid as provided on the cover of this pricing supplement.
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If You Purchase Your Notes at a Premium to Face Amount, the Return on Your Investment Will Be Lower
Than the Return on Notes Purchased at Face Amount and the Impact of Certain Key Terms of the Notes Will
Be Negatively Affected

The Cash Settlement Amount will not be adjusted based on the price to public you pay for the notes. If you purchase
notes at a price that differs from the face amount of the notes, then the return on your investment in such notes held to
the stated maturity date will differ from, and may be substantially less than, the return on notes purchased at face
amount. If you purchase your notes at a premium to face amount and hold them to the stated maturity date, the return
on your investment in the notes will be lower than it would have been had you purchased the notes at face amount or a
discount to face amount. In addition, the impact of the Cap Level on the return on your investment will depend upon
the price you pay for your notes relative to face amount. For example, if you purchase your notes at a premium to face
amount, the Cap Level will only permit a lower positive return in your investment in the notes than would have been
the case for notes purchased at face amount or a discount to face amount.

If the Levels of the Basket Underliers Change, the Market Value of Your Notes May Not Change in the Same
Manner

Your notes may trade quite differently from the performances of the Basket Underliers. Changes in the levels of the
Basket Underliers may not result in a comparable change in the market value of your notes. We discuss some of the
reasons for this disparity under “ — The Market Value of the Notes Will Be Affected by Various Factors That Interrelate
in Complex Ways, and Their Market Value May Be Less Than the Face Amount” below.

Trading and Hedging Activities by Us, the Guarantor and Any of Our Other Affiliates May Affect Your
Return on the Notes and Their Market Value

We, the Guarantor and our other affiliates, including MLPF&S, and any other distributors of the notes may buy or sell
the securities represented by the Basket Underliers, or futures or options contracts on the Basket Underliers or those
securities, or other listed or over-the-counter derivative instruments linked to the Basket Underliers or the Basket
Underlier Stocks. We, the Guarantor and any of our other affiliates, including MLPF&S, and any other distributors of
the notes may execute such purchases or sales for our own or their own accounts, for business reasons, or in
connection with hedging our obligations under the notes. These transactions could affect the value of these securities
and, in turn, the value of the Basket Underliers in a manner that could be adverse to your investment in the notes. On
or before the applicable trade date, any purchases or sales by us, the Guarantor or other entities (including for the
purpose of hedging anticipated exposures) may affect the level of the Basket Underliers or the Basket Underlier
Stocks. Consequently, the levels of the Basket Underliers or the prices of the Basket Underlier Stocks may change
subsequent to the trade date of an issue of the notes, adversely affecting the market value of the notes.

We, the Guarantor or one or more of our other affiliates, including MLPF&S, and any other distributors of the notes
may also engage in hedging activities that could affect the level of the Basket Underliers on the trade date. In addition,
these activities may decrease the market value of your notes prior to maturity, and may affect the amounts to be paid
on the notes. We, the Guarantor or one or more of our other affiliates, including MLPF&S, and any other distributors
of the notes may purchase or otherwise acquire a long or short position in the notes and may hold or resell the notes.
For example, MLPF&S may enter into these transactions in connection with any market making activities in which
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they engage. We cannot assure you that these activities will not adversely affect the levels of the Basket Underliers,
the market value of your notes prior to maturity or the amounts payable on the notes.

Our Trading, Hedging and Other Business Activities May Create Conflicts of Interest With You

We, the Guarantor or one or more of our other affiliates, including MLPF&S, and any other distributors of the notes
may engage in trading activities related to the Basket Underliers and to the Basket Underlier Stocks that are not for
your account or on your behalf. We, the Guarantor or one or more of our other affiliates, including MLPF&S, and any
other distributors of the notes also may issue or underwrite other financial instruments with returns based upon the
Basket Underliers. These trading and other business activities may present a conflict of interest between your interest
in the notes and the interests we, the Guarantor and our other affiliates, including MLPF&S, and any other distributors
of the notes may have in our proprietary accounts, in facilitating transactions, including block trades, for our or their
other customers, and in accounts under our or their management. These trading and other business activities, if they
influence the levels of the Basket Underliers or secondary trading in your notes, could be adverse to your interests as a
beneficial owner of the notes.

We expect to enter into arrangements or adjust or close out existing transactions to hedge our obligations under the
notes. We, the Guarantor or our other affiliates, including MLPF&S, and any other distributors of the notes also may
enter into hedging transactions relating to other notes or instruments, some of which may have returns calculated in
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a manner related to the notes. We may enter into such hedging arrangements with one of our affiliates. Our affiliates
or such other distributors may enter into additional hedging transactions with other parties relating to the notes and the
Basket Underliers. This hedging activity is expected to result in a profit to those engaging in the hedging activity,
which could be more or less than initially expected, or the hedging activity could also result in a loss. We and these
other entities will price these hedging transactions with the intent to realize a profit, regardless of whether the value of
the notes increases or decreases. Any profit in connection with such hedging activities will be in addition to any other
compensation that we or other parties receive for the sale of the notes, which creates an additional incentive to sell the
notes to you.

There May Be Potential Conflicts of Interest Involving the Calculation Agent, Which Is an Affiliate of Ours.
We Have the Right to Appoint and Remove the Calculation Agent

MLPF&S will be the calculation agent for the notes and, as such, will make a variety of determinations relating to the
notes, including the amounts that will be paid on the notes. Under some circumstances, these duties could result in a
conflict of interest between its status as our affiliate and its responsibilities as calculation agent. These conflicts could
occur, for instance, in connection with the calculation agent’s determination as to whether a Market Disruption Event
has occurred. The calculation agent will be required to carry out its duties in good faith and use its reasonable
judgment. However, because we expect that the Guarantor will control the calculation agent, potential conflicts of
interest could arise.

The Market Value of the Notes Will Be Affected by Various Factors That Interrelate in Complex Ways, and
Their Market Value May Be Less Than the Face Amount

If you wish to liquidate your investment in the notes prior to maturity, your only option would be to sell them in the
secondary market. At that time, there may be an illiquid market for your notes or no market at all. Even if you were
able to sell your notes, there are many factors outside of our control that may affect their market value, such as the
level and the volatility of the Basket Underliers, economic and other conditions generally, interest rates, dividend
yields on the securities represented by the Basket Underliers, exchange rate movements and volatility, our and the
guarantor’s financial condition and creditworthiness, time to maturity. The impact of any one factor may be offset or
magnified by the effect of another factor. See “Risk Factors—General Risks Relating to the Notes—The notes are not
designed to be short-term trading instruments and if you attempt to sell the notes prior to maturity, their market value,
if any, will be affected by various factors that interrelate in complex ways, and their market value may be less than the
principal amount” beginning on page PS-6 of product supplement EQUITY-1.

An Investment in the Notes Is Subject to Risks Associated with Foreign Securities Markets

The Basket tracks the value of certain foreign equity securities. You should be aware that investments in securities
linked to the value of foreign equity securities involve particular risks. The foreign securities markets comprising the
Basket Underliers may have less liquidity and may be more volatile than U.S. or other securities markets and market
developments may affect foreign markets differently from U.S. or other securities markets. Direct or indirect
government intervention to stabilize these foreign securities markets, as well as cross-shareholdings in foreign
companies, may affect trading prices and volumes in these markets. Also, there is generally less publicly available
information about foreign companies than about those U.S. companies that are subject to the reporting requirements of
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the Securities and Exchange Commission, and foreign companies are subject to accounting, auditing and financial
reporting standards and requirements that differ from those applicable to U.S. reporting companies.

Prices of securities in foreign countries are subject to political, economic, financial and social factors that apply in
those geographical regions. These factors, which could negatively affect those securities markets, include the
possibility of recent or future changes in a foreign government’s economic and fiscal policies, the possible imposition
of, or changes in, currency exchange laws or other laws or restrictions applicable to foreign companies or investments
in foreign equity securities and the possibility of fluctuations in the rate of exchange between currencies, the
possibility of outbreaks of hostility and political instability and the possibility of natural disaster or adverse public
health development in the region. Any one of these factors, or the combination of more than one of these factors,
could negatively affect such foreign securities markets and the prices of securities therein. Further, geographical
regions may react to global factors in different ways, which may cause the prices of securities in a foreign securities
market to fluctuate in a way that differs from those of securities in the U.S. securities market or other foreign
securities markets. Foreign economies may differ favorably or unfavorably from the U.S. economy in important
respects such as growth of gross national product, rate of inflation, capital reinvestment, resources and
self-sufficiency.
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Your Notes are Linked to the Basket Underliers, Which are Comprised of Basket Underlier Stocks That Are
Traded in Foreign Currencies But Not Adjusted to Reflect Their U.S. Dollar Value, And, Therefore, the Return
on Your Notes Will Not Be Adjusted for Changes in Foreign Currency Exchange Rates

Your notes are linked to the Basket Underliers whose Basket Underlier Stocks are traded in foreign currencies but not
adjusted to reflect their U.S. dollar value. The amount payable on your notes will not be adjusted for changes in
foreign currency exchange rates. The amount payable will be based upon the overall change in the level of each
Basket Underlier. Changes in foreign currency exchange rates, however, may reflect changes in the economy of the
foreign countries in which the Basket Underlier’s component stocks are listed that, in turn, may affect the levels of the
Basket Underliers and the Basket.

The U.S. Federal Income Tax Consequences of an Investment in the Notes Are Uncertain, and May Be Adverse
to a Holder of the Notes

No statutory, judicial, or administrative authority directly addresses the characterization of the notes or securities
similar to the notes for U.S. federal income tax purposes. As a result, significant aspects of the U.S. federal income tax
consequences of an investment in the notes are not certain. Under the terms of the notes, you will have agreed with us
to treat the notes as single financial contracts, as described under “U.S. Federal Income Tax Summary—General.” If the
Internal Revenue Service (the “IRS”) were successful in asserting an alternative characterization for the notes, the
timing and character of gain or loss with respect to the notes may differ. No ruling will be requested from the IRS with
respect to the notes and no assurance can be given that the IRS will agree with the statements made in the section
entitled “U.S. Federal Income Tax Summary.” You are urged to consult with your own tax advisor regarding all aspects
of the U.S. federal income tax consequences of investing in the notes.
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THE BASKET AND THE BASKET UNDERLIERS

The Basket is comprised of five Basket Underliers with the following initial weights within the basket: the EURO
STOXX 50® Index (37.00% weighting), the FTSE® 100 Index (23.00% weighting), the TOPIX® (23.00% weighting),
the Swiss Market Index (9.00% weighting), and the S&P®/ASX 200 Index (8.00% weighting).

All disclosures contained in this pricing supplement regarding the Basket Underliers, including, without limitation,
their make-up, method of calculation, and changes in their components, have been derived from publicly available
sources. The information reflects the policies of, and is subject to change by the Basket Underlier Sponsors. The
Basket Underlier Sponsors, who license the copyright and all other rights to the Basket Underliers, have no obligation
to continue to publish, and may discontinue publication of, the Basket Underliers. The consequences of the Basket
Underlier Sponsors discontinuing publication of the applicable Basket Underlier are discussed in “Description of the
Notes—Discontinuance of an Index” in the accompanying product supplement. None of us, the Guarantor, the calculation
agent, or MLPF&S accepts any responsibility for the calculation, maintenance or publication of the Basket Underliers
or any successor index.

As to each Basket Underlier, sector designations are determined by the applicable Basket Underlier Sponsor using
criteria it has selected or developed. Basket Underlier Sponsors may use very different standards for determining
sector designations. In addition, many companies operate in a number of sectors, but are listed in only one sector and
the basis on which that sector is selected may also differ. As a result, sector comparisons between indices with
different Basket Underlier Sponsors may reflect differences in methodology as well as actual differences in the sector
composition of the indices.

None of us, the Guarantor, MLPF&S or any of our other affiliates makes any representation to you as to the future
performance of the Basket Underliers.

You should make your own investigation into the Basket Underliers.

The EURO STOXX 50® Index

Composition and Maintenance
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The EURO STOXX 50® Index is composed of 50 component stocks of market sector leaders from within the 19
EURO STOXX® Supersector indices, which represent the Eurozone portion of the STOXX Europe 600® Supersector
indices. The countries eligible for inclusion in the EURO STOXX 50® Index include Austria, Belgium, Finland,
France, Germany, Ireland, Italy, Luxembourg, the Netherlands, Portugal and Spain.

The top ten constituent stocks of the EURO STOXX 50® Index as of May 31, 2018, by weight, are: Total S.A.
(5.65%), SAP SE (4.47%), Siemens AG (4.06%), Bayer AG (3.61%), LVMH Moët Hennessy Louis Vuitton SE
(3.44%), Allianz SE (3.33%), BASF SE (3.31%), Sanofi (3.22%), Unilever N.V. (3.20%) and Banco Santander S.A.
(3.18%); constituent weights may be found at http://www.stoxx.com/download/indices/factsheets/SX5GT.pdf under
“Factsheets and Methodologies” and are updated periodically. Please note that none of the information on that website is
included or incorporated by reference in this pricing supplement.

As of May 31, 2018, the top ten industry sectors which comprise the EURO STOXX 50® Index represent the
following weights in the index: Banks (13.1%), Industrial Goods & Services (11.1%), Health Care (10.5%), Personal
& Household Goods (10.3%), Technology (8.8%), Oil & Gas (7.3%), Insurance (6.4%), Chemicals (5.2%),
Automobiles & Parts (5.1%) and Utilities (5.0%); industry weightings may be found at
http://www.stoxx.com/download/indices/factsheets/SX5GT.pdf under “Factsheets and Methodologies” and are updated
periodically.

As of May 31, 2018, the eight countries which comprise the EURO STOXX 50® Index represent the following
weights therein: Belgium (2.6%), Finland (1.2%), France (37.9%), Germany (32.5%), Ireland (1.1%), Italy (4.8%),
Netherlands (10.8%) and Spain (9.2%); country weightings may be found at
stoxx.com/download/indices/factsheets/SX5GT.pdf under “Factsheets and Methodologies” and are updated periodically.

Sector designations are determined by the Basket Underlier Sponsor using criteria it has selected or developed. Index
sponsors may use very different standards for determining sector designations. In addition, many companies operate in
a number of sectors, but are listed in only one sector and the basis on which that sector is selected may also differ. As
a result, sector comparisons between indices with different index sponsors may reflect differences in methodology as
well as actual differences in the sector composition of the indices.
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The composition of the EURO STOXX 50® Index is reviewed annually, based on the closing stock data on the last
trading day in August. The component stocks are announced on the first trading day in September. Changes to the
component stocks are implemented on the third Friday in September and are effective the following trading day.
Changes in the composition of the EURO STOXX 50® Index are made to ensure that the EURO STOXX 50® Index
includes the 50 market sector leaders from within the EURO STOXX 50® Index.

The free float factors for each component stock used to calculate the EURO STOXX 50® Index, as described below,
are reviewed, calculated, and implemented on a quarterly basis and are fixed until the next quarterly review.

The EURO STOXX 50® Index is also reviewed on an ongoing monthly basis. Corporate actions (including initial
public offerings, mergers and takeovers, spin-offs, delistings, and bankruptcy) that affect the EURO STOXX 50®

Index composition announced immediately, implemented two trading days later and become effective on the next
trading day after implementation.

Calculation of the EURO STOXX 50® Index

The EURO STOXX 50® Index is calculated with the “Laspeyres formula,” which measures the aggregate price changes
in the component stocks against a fixed base quantity weight. The formula for calculating the EURO STOXX 50®

Index value can be expressed as follows:

EURO STOXX

50® Index =

Free float market capitalization of the EURO STOXX 50® Index

Divisor

The “free float market capitalization of the EURO STOXX 50® Index” is equal to the sum of the products of the price,
number of shares outstanding, market capitalization, the free float factor and the weighting cap factor for each
component stock as of the time the EURO STOXX 50® Index is being calculated.

The EURO STOXX 50® Index is also subject to a divisor, which is adjusted to maintain the continuity of the EURO
STOXX 50® Index values across changes due to corporate actions, such as the deletion and addition of stocks, the
substitution of stocks, stock dividends, and stock splits.

License Agreement

One of our affiliates has entered into a non-exclusive license agreement with STOXX providing for the license to it
and certain of its affiliated companies, including us, in exchange for a fee, of the right to use indices owned and
published by STOXX (including the EURO STOXX 50® Index) in connection with certain securities, including the
notes offered hereby.
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The license agreement requires that the following language be stated in this document:

STOXX and its licensors (the “Licensors”) have no relationship to us, other than the licensing of the EURO STOXX
50® Index and the related trademarks for use in connection with the notes. STOXX and its Licensors do not:

● sponsor, endorse, sell, or promote the notes;
● recommend that any person invest in the notes offered hereby or any other securities;

●have any responsibility or liability for or make any decisions about the timing, amount, or pricing of the notes;
● have any responsibility or liability for the administration, management, or marketing of the notes; or

●consider the needs of the notes or the holders of the notes in determining, composing, or calculating the EURO
STOXX 50® Index, or have any obligation to do so.
STOXX and its Licensors will not have any liability in connection with the notes. Specifically:

●STOXX and its Licensors do not make any warranty, express or implied, and disclaim any and all warranty
concerning:

●the results to be obtained by the notes, the holders of the notes or any other person in connection with the use of the
EURO STOXX 50® Index and the data included in the EURO STOXX 50® Index;

● the accuracy or completeness of the EURO STOXX 50® Index and its data;
●the merchantability and the fitness for a particular purpose or use of the EURO STOXX 50® Index and its data;

●STOXX and its Licensors will have no liability for any errors, omissions, or interruptions in the EURO STOXX 50®

Index or its data; and
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●Under no circumstances will STOXX be liable for any lost profits or indirect, punitive, special, or consequential
damages or losses, even if STOXX or its Licensors know that they might occur.

The licensing agreement discussed above is solely for our benefit and that of STOXX, and not for the benefit of the
holders of the notes or any other third parties.

The FTSE® 100 Index

The FTSE® 100 Index (the “UKX”) is a market capitalization-weighted index of the 100 most highly capitalized
U.K.-listed blue chip companies traded on the London Stock Exchange. The UKX was developed with a base level of
1,000 as of December 30, 1983. It is calculated, published and disseminated by FTSE Russell (“FTSE”), a company
owned by the London Stock Exchange Plc (the “Exchange”).

FTSE divides the 100 companies included in the UKX into 19 sectors: Oil & Gas, Chemicals, Basic Resources,
Construction & Materials, Industrial Goods & Services, Automobiles & Parts, Food & Beverage, Personal &
Household Goods, Health Care, Retail, Media, Travel & Leisure, Telecommunications, Utilities, Banks, Insurance,
Real Estate, Financial Services and Technology.

Additional information on the FTSE® 100 Index is available from the following website: ftse.com/uk. We are not
incorporating by reference that website or any material it includes in this pricing supplement.

FTSE® 100 Index

Top 10 Index Stock Weighting by Sector as of May 31, 2018

Sector:* Percentage (%)**
Oil & Gas 16.73%
Banks 12.74%
Personal & Household Goods 11.73%
Health Care 9.93%
Basic Resources 8.50%
Industrial Goods & Services 7.06%
Insurance 5.87%
Travel & Leisure 4.11%
Food & Beverage 4.10%
Telecommunications 3.45%
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*	Sector designations are determined by the Basket Underlier Sponsor using criteria it has selected or developed.
Index sponsors may use very different standards for determining sector designations. In addition, many companies
operate in a number of sectors, but are listed in only one sector and the basis on which that sector is selected may also
differ. As a result, sector comparisons between indices may reflect differences in sector designation methodology as
well as actual differences in the sector composition of the indices.

**	Information provided by FTSE.

The top five constituent stocks of the FTSE® 100 Index as of May 31, 2018, by weight, are: HSBC Holdings PLC
(7.30%); Royal Dutch Shell PLC Class A (6.06%); BP plc (5.61%); Royal Dutch Shell PLC Class B (5.07%); and
British American Tobacco PLC (4.47%).

Index Composition and Selection Criteria

The UKX consists of the 100 largest U.K.-listed blue chip companies, based on full market capitalization, that pass
screening tests for price and liquidity. The UKX is reviewed on a quarterly basis in March, June, September and
December based on data from the close of business on the Tuesday before the first Friday of the review month. The
FTSE Europe, Middle East & Africa Regional Advisory Committee (the “Committee”), meets quarterly to approve the
constituents of the UKX. These meetings are held on the Wednesday before the first Friday in March, June,
September and December. Any constituent changes are implemented after the close of business on the third Friday of
the review month (i.e., effective Monday), following the expiration of the London International Financial Futures and
Options Exchange futures and options contracts.
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Eligibility Standards

Only “premium listed” equity shares, as defined by the Financial Conduct Authority in its Listing Rules Sourcebook, are
eligible for inclusion in the UKX. Eligible stocks must pass price and liquidity screens before being included in the
UKX. Additionally, a stock must have a free float (as described below) of greater than 5%.

Price Screen — With regard to the price screen, the Committee must be satisfied that an accurate and reliable price
exists for purposes of determining the market value of a company. To be eligible for inclusion in the UKX, a stock
must have a full listing on the London Stock Exchange with a Sterling-denominated price on SETS (the London Stock
Exchange’s trading service for UK blue chip securities).

Minimum Voting Rights Screen — Companies are required to have greater than 5% of the company’s voting rights
(aggregated across all of its equity securities, including, where identifiable, those that are not listed or trading) in the
hands of unrestricted shareholders in order to be eligible for index inclusion. Current constituents who do not meet
this requirement will have until the September 2022 review to meet the requirement or they will be removed from the
index.

Liquidity Screen — With regard to liquidity, each eligible stock is tested for liquidity annually in June by calculating its
median daily trading per month. When calculating the median of daily trades per month of any security, a minimum of
five trading days in each month must exist, otherwise the month is excluded from the test. Liquidity is tested from the
first business day in May of the previous year to the last business day of April. The median trade is calculated by
ranking each daily trade total and selecting the middle-ranking day. Any period of suspension is not included in the
test. The liquidity test is applied on a pro-rata basis where the testing period is less than 12 months. A stock not
presently included in the UKX that does not turnover at least 0.025% of its shares in issue (after application of any
investability weightings) based on its median daily trade per month in at least ten of the 12 months prior to the annual
index review in June will not be eligible for inclusion until the next annual review. An existing constituent failing to
trade at least 0.015% of its shares in issue (after the application of any investability weightings) based on its median
daily trade per month for at least eight of the 12 months prior to the annual index review will be removed from the
UKX and will not be eligible for inclusion until the next annual review. New issues will become eligible for inclusion
in the UKX at the quarterly review following their issuance provided that they have a minimum trading record of at
least 20 trading days prior to the review date and that they have turned over at least 0.025% of their shares in issue
(after the application of any investability weightings) based on their median daily trade per month since listing.

Market Capitalization Ranking — Eligible stocks that pass the price and liquidity screens are ranked by the Committee
according to their market capitalization before the application of any adjustments based on the extent to which the
shares are publicly traded. Only the quoted equity capital of a constituent company will be included in the calculation
of its market capitalization. Where a company has two or more classes of equity, secondary lines will be included in
the calculation of the market capitalization of the company only if those lines are significant and liquid. The
Committee will add a stock to the UKX at the quarterly review if it has risen to 90th place or above on the full market
capitalization rankings and will delete a stock at the quarterly review if it has fallen to 111th place or below on these
rankings. Market capitalization rankings are calculated using data as of the close of business on the day before the
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review.

100 Constituent Limitation — The UKX always contains 100 constituents. If a greater number of companies qualify to
be inserted in the UKX than qualify to be removed, the lowest ranking constituents of the UKX will be removed so
that the total number of stocks remains at 100 following inclusion of those that qualify to be inserted. Likewise, if a
greater number of companies qualify to be removed than to be inserted at the quarterly review, securities of the
highest ranking companies that are then not included in the UKX will be inserted to match the number of companies
being removed, in order to maintain the total at 100.

Index Calculation

The UKX is a market capitalization weighted index. This means that the price movement of a larger company (that is,
one representing a larger percentage of the UKX) will have a greater effect on the level of the UKX than will the price
movement of a smaller company (that is, one representing a smaller percentage of the UKX).

The value of the UKX is represented by a fraction, (a) the numerator of which is the sum of the product of (i) the price
of each component stock, (ii) the number of shares issued for each such component and (iii) a free float factor for each
such component (described more fully below), and (b) the denominator of which is a divisor. The divisor represents
the total issued share capital of the UKX on the base date; the divisor may be adjusted as necessary to allow for
changes in issued share capital of individual securities without distorting the UKX.

As noted above, a free float factor is applied to each index component. By employing this approach, FTSE uses the
investable market capitalization, not the total market capitalization, of each constituent to determine the value of the
UKX. Investable market capitalization depends on free float. The following are excluded from free float: shares
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directly owned by state, regional, municipal and local governments (excluding shares held by independently managed
pension schemes for governments); shares held by sovereign wealth funds where each holding is 10% or greater of the
total number of shares in issue (if the holding subsequently decreases below 10%, the shares will be excluded from
free float until the holding falls below 7%); shares held by directors, senior executives and managers of the company,
and by their family and direct relations, and by companies with which they are affiliated; shares held within employee
share plans; shares held by public companies or by non-listed subsidiaries of public companies; shares held by
founders, promoters, former directors, founding venture capital and private equity firms, private companies and
individuals (including employees) where the holding is 10% or greater of the total number of shares in issue (if the
holding subsequently decreases below 10%, the shares will be excluded from free float until the holding falls below
7%); all shares where the holder is subject to a lock-in clause (for the duration of that clause, after which free float
changes resulting from the expiration of a lock-in clause will be implemented at the next quarterly review subsequent
to there being a minimum of 20 business days between the expiration date of such lock-in clause and the index review
date); shares held for publicly announced strategic reasons, including shares held by several holders acting in concert;
and shares that are subject to ongoing contractual agreements (such as swaps) where they would ordinarily be treated
as restricted.

The UKX is recalculated whenever errors or distortions occur that are deemed to be significant. Users of the UKX are
notified through appropriate media.

Index Maintenance

The UKX is reviewed quarterly for changes in free float. A stock’s free float is also reviewed and adjusted if necessary
following certain corporate events. Following a takeover or merger involving one or more index constituents, the free
float restrictions will be based on restricted holdings in the successor company and will be implemented when the
offer has completed (or lapsed) unless it directly reflects a corporate action independent of and not conditional on the
takeover or merger completing or lapsing. If the corporate event includes another corporate action that affects the
UKX, a change in free float is implemented at the same time as the corporate action. If there is no corporate action,
the change in free float will be applied at the next quarterly review. Following the application of an initial free float
restriction, a stock’s free float will only be changed if its rounded free float moves more than three percentage points
above or below the existing rounded free float. Companies with a free float of above 99% and of 15% or below will
not be subject to the three percentage points threshold.

At each quarterly review, the Committee publishes a Reserve List containing the six highest ranking non-constituents
of the UKX. The Reserve List will be used in the event that one or more constituents are deleted from the UKX during
the period up to the next quarterly review. If a merger or takeover results in one index constituent being absorbed by
another constituent, the resulting company will remain a constituent and a vacancy will be created. This vacancy will
be filled by selecting the highest ranking security in the Reserve List as at the close of the index calculation two days
prior to the deletion and related index adjustment. If an index constituent is taken over by a non-constituent company,
the original constituent will be removed and replaced by the highest ranking non-constituent on the Reserve List. Any
eligible company resulting from the takeover will be eligible to become the replacement company if it is ranked
higher than any other company on the Reserve List. If a constituent company is split to form two or more companies,
then the resulting companies will be eligible for inclusion as index constituents, based on their respective full market
capitalizations (before the application of any investability weightings), provided that they qualify in all other respects.
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Any eligible company resulting from a split that has no available market price after 20 business days will be removed.
If a split results in the inclusion of an ineligible non-equity security, such security will remain in the UKX for two
trading days and then be removed. If a constituent is delisted or ceases to have a firm quotation, it will be removed
from the list of constituents and be replaced by the highest ranking eligible company from the Reserve List as at the
close of the index calculation two days prior to the deletion.

Capitalization Adjustments

A premium listed secondary line of a company will be considered for index inclusion if its total market capitalization
before the application of any adjustments based on the extent to which the shares are publicly traded, is greater than
25% of the total market capitalization of the company’s principal line and the secondary line is eligible, in its own
right. Should the total market capitalization of a secondary line fall below 20% of the total market capitalization of the
company’s principal line at an annual review, the secondary line will be deleted from the UKX unless its total market
capitalization remains above the qualification level for continued inclusion as a constituent of the UKX at that review.
Where a company has partly paid shares, these shares, together with the outstanding call(s), are both included in the
UKX. Warrants to purchase ordinary shares and convertible securities are not included in the UKX until they are
exercised or converted.

Share Weighting Changes — For the purposes of computing the UKX, the number of shares in issue for each constituent
security is expressed to the nearest share and, to prevent a large number of insignificant weighting changes, the
number of shares in issue for each constituent security is amended only when the total shares in
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issue held within the index system changes by more than 1% on a cumulative basis. Changes will be made quarterly
after the close of business on the third Friday of March, June, September and December. The data for these changes
will be taken from the close of business on the third Wednesday of the month prior to the review month.

If a corporate action is applied to a constituent which involves a change in the number of shares in issue, the change in
shares will be applied simultaneously with the corporate action. If accumulated changes in the number of shares in
issue add up to 10% or more or when an accumulated share change represents $2 billion of a company’s total market
capitalization, they are implemented between quarters. If an adjustment is made, it will be applied for the first time at
the next review in March of the following year. All adjustments are made before the start of the index calculation on
the day concerned, unless market conditions prevent this.

Shares in Issue Increase — When a company increases the number of shares it has in issue, the market capitalization of
that company increases and the total market capitalization will rise accordingly. The index divisor is adjusted to
maintain a constant index value.

Weighting Amendments — The market capitalization of a company is adjusted to take account of various corporate
actions, in accordance with the rules of the UKX. To prevent the value of the UKX from changing due to such an
event, all corporate actions which affect the market capitalization of the UKX require an offsetting divisor adjustment.
By adjusting the divisor, the value of the UKX remains constant before and after the event. Below is a summary of the
more frequent corporate actions and their resulting adjustment.

Market Disruption

If there is a system problem or situation in the market that is judged by FTSE to affect the quality of the constituent
prices at any time when the UKX is being calculated, the UKX will be declared indicative (e.g., normally where a “fast
market” exists in the equity market). The message “IND” will be displayed against the index value calculated by FTSE.
The Committee must be satisfied that an accurate and reliable price for the purposes of determining the market value
of a company exists. The Committee may exclude a security from the UKX should it consider that an “accurate and
reliable” price is not available.

If any event leads to an error in the value of the UKX that is greater than three basis points at the local country index
level, then the UKX will generally be recalculated, subject to discovery, within one month of the event. Where an
alternative approach is available, FTSE may, at its sole discretion, choose not to recalculate.

License Agreement
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These notes are not in any way sponsored, endorsed, sold or promoted by FTSE or by The London Stock Exchange
Limited (the “Exchange”) or by The Financial Times Limited (“FT”) and neither FTSE or Exchange of FT makes any
warranty or representation whatsoever, expressly or impliedly, either as to the results to be obtained from the use of
the FTSE® 100 Index and/or the figure at which the said index stands at any particular time on any particular day or
otherwise. The index is compiled and calculated solely by FTSE. However, neither FTSE or Exchange or FT shall be
liable (whether in negligence or otherwise) to any person for any error in the index and neither FTSE or Exchange or
FT shall be under any obligation to advise any person of any error therein.

“FTSETM” and “FootsieTM” are trademarks of London Stock Exchange Limited and The Financial Times Limited and
are used by FTSE under license.
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The TOPIX®

The TOPIX® (Bloomberg ticker “TPX”), also known as the Tokyo Stock Price Index, is a capitalization weighted index
of all the domestic common stocks listed on the First Section of the TSE. Domestic stocks admitted to the TSE are
assigned either to the TSE First Section Index, the TSE Second Section Index or the TSE Mothers Index. Stocks listed
in the First Section, which number approximately 1,750, are among the most actively traded stocks on the TSE. The
TOPIX® is supplemented by the sub-basket components of the 33 industry sectors and was developed with a base
index value of 100 as of January 4, 1968. The TOPIX® is calculated and published by TSE. Additional information
about the TOPIX® (including information regarding the industries represented by the securities included in the Basket
Underlier and their respective weightings) is available on the following website:
http://www.tse.or.jp/english/market/topix/index.html. We are not incorporating by reference that website or any
material it includes in this pricing supplement.

TOPIX

Basket Underlier Stock Weighting by Sector as of May 31, 2018

Sector:* Percentage (%)**
Air Transportation 0.62%
Banks 6.84%
Chemicals 7.53%
Construction 3.13%
Electric Appliances 13.58%
Electric Power & Gas 1.74%
Fishery, Agriculture & Forestry 0.11%
Foods 4.42%
Glass & Ceramics Products 1.02%
Information & Communication 7.39%
Insurance 2.28%
Iron & Steel 1.06%
Land Transportation 4.30%
Machinery 5.31%
Marine Transportation 0.20%
Metal Products 0.65%
Mining 0.30%
Nonferrous Metals 0.85%
Oil & Coal Products 0.69%
Other Financing Business 1.23%
Other Products 2.27%
Pharmaceutical 4.63%
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Precision Instruments 1.71%
Pulp & Paper 0.27%
Real Estate 2.45%
Retail Trade 5.00%
Rubber Products 0.82%
Securities & Commodity Futures 0.94%
Services 4.49%
Textiles & Apparels 0.66%
Transportation Equipment 8.51%
Warehousing & Harbor Transportation Services 0.18%
Wholesale Trade 4.81%

*	Sector designations are determined by the Basket Underlier Sponsor using criteria it has selected or developed.
Index sponsors may use very different standards for determining sector designations. In addition, many companies
operate in a number of sectors, but are listed in only one sector and the basis on which that sector is selected may also
differ. As a result, sector comparisons between indices with different index sponsors may reflect differences in
methodology as well as actual differences in the sector composition of the indices.

**	Information provided by TSE. Percentages may not sum to 100% due to rounding.
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Composition and Maintenance. The TOPIX® is composed of all domestic common stocks listed on the TSE First
Section, excluding temporary issues and preferred stocks. Companies scheduled to be delisted or newly listed
companies that are still in the waiting period are excluded from the TOPIX®. The TOPIX® has no constituent review.
The number of constituents will change according to new listings and delistings.

Index Calculation

The TOPIX® is a free-float adjusted market capitalization-weighted index, which reflects movements in the market
capitalization from a base market value of 100 set on the base date of January 4, 1968. The TSE calculates the
TOPIX® by multiplying the base point of 100 by the figure obtained from dividing the current free float adjusted
market value by the base market value. The resulting value is not expressed in Japanese yen, but presented in terms of
points rounded to the nearest one hundredth. The formula for calculating the index value can be expressed as follows:

The current free float adjusted market value is the sum of the product of the price and the number of free float adjusted
shares for index calculation of each component stock.

The number of free float adjusted shares for index calculation is the number of listed shares multiplied by free-float
weight. The number of listed shares for index calculation is determined by the TSE. The number of listed shares for
index calculation normally coincides with that of listed shares. However, in some cases these numbers differ. For
instance, in the case of a stock split, while the number of listed shares increases at the additional listing date which
comes after such stock split becomes effective, the number of listed shares for index calculation increases at the
ex-rights date.

Free-float weight is a weight of listed shares deemed to be available for trading in the market and is determined and
calculated by the TSE for each listed company for index calculation. The free-float weight of one company may be
different from that of any other company. Free-float weight is reviewed once a year in order to reflect the latest
distribution of share ownership. The timing of the yearly free-float weight review is different according to the
settlement terms of listed companies. In addition to the yearly review, extraordinary reviews are conducted in the
following cases: allocation of new shares to a third party, conversion of preferred shares or exercise of subscription
warrants, company spin-off, merger, acquisition, take-over bid, and other events that the TSE judges as appropriate
reasons to review.

In the event of any increase or decrease in the current free-float adjusted market value due to reasons other than
fluctuations in the TSE, such as public offerings or changes in the number of constituents in the TSE First Section,
necessary adjustments are made by the TSE to the base market value in order to maintain the continuity of the
TOPIX®. The TSE makes adjustments as follows:
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Event Implementation of Adjustment (Before
Markets Open)

Price Used for
Adjustments

Addition
Company to be listed on the TSE First Section
by initial public offering or via another stock
exchange

Last business day of the next month of
listing

Price on the
adjustment date

Addition

New listing of a newly formed company
resulting from a corporate consolidation (such
as a merger or acquisition) that results in a
TOPIX or ex-TOPIX constituent being
delisted and the new company being
immediately listed on the TSE First Section

New listing date or one business day after
the listing if the business day before is a
holiday

Base price used to
decide the daily
price limit

Addition
Transfer to the TSE First Section from the
TSE Second Section, the TSE Mothers Index,
or the JASDAQ Securities Exchange

Last business day of the next month of
transfer (a free float weight of 0.00 is used
from the transfer date to the adjustment date
and thus the number of shares to be used for
calculation will be 0.00 during such period)

Price on the
adjustment date
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Deletion

Company to be de-listed due to a
stock-swap and the like while
newly established companies
promptly list their shares

Initial listing day of newly
established company (normally
it is three business days after
de-listing)

Price on business day before the de-listing
date (the price used for adjustments is
frozen after close of trading one business
day before delisting, to the exclusion date
for index calculation purpose)

Deletion

Company to be de-listed due to
other reason than described above
(merger or stock-swap, with other
surviving company included in
the TOPIX®)

Date of delisting Price on business day before the
adjustment date

Deletion
Transfer to the TSE Second
Section from the TSE First
Section

Date of transfer Price on business day before the
adjustment date

DeletionDesignation of securities to be
delisted  

Four business days after the
designation of securities to be
delisted (one business day after
designation if the day of
designation is a holiday)

Price on business day before the
adjustment date

The adjusted base market value will equal the old base market value multiplied by the quotient of the
free-float-adjusted market value on the business day before the adjustment date plus or minus, as applicable, the
adjustment amount divided by the free-float-adjusted market value on the business day before the adjustment date.

The adjustment amount for the foregoing calculation will be an amount equal to the product of the change (the
absolute value of the increase or decrease) in the number of shares times the price of the shares.

Changes in the number of shares and the price of the shares for adjustments to the base market value will be made as
described in the table below.

Change in the Number of Constituent Shares

Event Implementation of Adjustment
(Before Markets Open) Price used for adjustment

Change of free float weight
Date of change Stock price at the end of trading

on the business day before
adjustment date

Public offering

Additional listing date (day after payment
date). If listing date falls on a holiday, the
next business day

Stock price at the end of trading
on the business day before
adjustment date

Allocation of new shares to a third
party

Five business days after additional listing
date (two business days after payment date)

Stock price at the end of trading
on the business day before
adjustment date
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Issues to shareholders with payment Ex-rights date 
Stock price at the end of trading
on the business day before
adjustment date

Exercise of subscription warrants Last business day of the month following
exercise 

Stock price at the end of trading
on the business day before
adjustment date

Conversion of preferred shares Last business day of the month following
conversion  

Stock price at the end of trading
on the business day before
adjustment date

Cancellation of treasury stock Last business day of the month following
cancellation 

Stock price at the end of trading
on the business day before
adjustment date

Merger or stock swap between a
non-surviving constituent and
another constituent Delisting date of the non-surviving

constituent

Stock price at the end of trading
on the business day before
adjustment date
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Merger or stock-swap other than that
described above Listing change date (effective date)

Stock price at the end
of trading on the
business day before
adjustment date

Offering for sale of shares held by
the Japanese government Listing change date

Stock price at the end
of trading on the
business day before
adjustment date

Company spin-off in which the
number of shares of the succeeding
company increases Listing change date

Stock price at the end
of trading on the
business day before
adjustment date

Other adjustments
Last business day of the month in which the
information appears in “Sho-ho” (TSE Notice) or the
last business day of the following month

Stock price at the end
of trading on the
business day before
adjustment date

No adjustments will be made to the base market value in the case of a stock split or reverse stock split.

Retroactive adjustments will not be made to revise the figures of the TOPIX® that have already been calculated and
disseminated, even if issuing companies file amendments on previously released information.

If trading in a certain constituent is suspended, the TSE regards it as having no change in its share price for purposes
of calculating the TOPIX®. In the event of unforeseen circumstances, or if the TSE decides it is impossible to use its
existing methods to calculate the TOPIX®, the TSE may use an alternate method of index calculation as it deems
valid.

License Agreement

We expect to enter into a license agreement with TSE, in exchange for a fee, whereby we are permitted to use the
TOPIX® in connection with the offer and sale of the notes. We are not affiliated with TSE; the only relationship
between TSE and us is the licensing of the use of the TOPIX® and trademarks relating to the TOPIX®.

The notes are not sponsored, endorsed or promoted by TSE. No inference should be drawn from the information
contained in this pricing supplement that TSE makes any representation or warranty, implied or express, to us, any
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holder of the notes or any member of the public regarding the advisability of investing in securities generally or in the
notes in particular or the ability of the TOPIX® to track general stock market performance.

TSE determines, composes and calculates the TOPIX® without regard to the notes. TSE has no obligation to take into
account your interest, or that of anyone else having an interest, in the notes in determining, composing or calculating
the TOPIX®. TSE is not responsible for and has not participated in the determination of the terms, prices or amount of
the notes and will not be responsible for or participate in any determination or calculation regarding the principal
amount of the notes payable at the stated maturity date. TSE has no obligation or liability in connection with the
administration, marketing or trading of the notes.

Neither we nor any of our affiliates accepts any responsibility for the calculation, maintenance or publication of the
TOPIX® or any successor index. TSE disclaims all responsibility for any errors or omissions in the calculation and
dissemination of the TOPIX® or the manner in which the TOPIX® is applied in determining the closing level or any
amount payable upon maturity of the notes. The level of the TOPIX® and the TOPIX® trademarks are subject to the
proprietary rights owned by the TSE and the TSE owns all rights and know-how relating to the TOPIX® such as
calculation, publication and use of the level of the TOPIX® and relating to the TOPIX® trademarks. The TSE shall
reserve the rights to change the methods of calculation or publication, to cease the calculation or publication of the
level of the TOPIX® or to change the TOPIX® trademarks or cease the use thereof. The TSE makes no warranty or
representation whatsoever, either as to the results stemmed from the use of the level of the TOPIX® and the TOPIX®

trademarks or as to the figure at which the level of the TOPIX® stands on any particular day. The TSE gives no
assurance regarding accuracy or completeness of the level of the TOPIX® and data contained therein. Further, the TSE
shall not be liable for the miscalculation, incorrect publication, delayed or interrupted publication of the level of the
TOPIX®. No notes are in any way sponsored, endorsed or promoted by the TSE. The TSE shall not bear any
obligation to give an explanation of the notes or an advice on investments to any purchaser of the notes or to the
public. The TSE neither selects specific stocks or groups thereof nor takes into account any needs of the issuing
company or any purchaser of the notes, for calculation of the level of the TOPIX®. Including but not limited to the
foregoing, the TSE shall not be responsible for any damage resulting from the issue and sale of the notes.
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The Swiss Market Index

The Swiss Market Index (the “SMI”):

● was first launched with a base level of 1,500 as of June 30, 1988; and

●is sponsored, calculated, published and disseminated by SIX Group Ltd., certain of its subsidiaries, and the
Management Committee of SIX Swiss Exchange.
The SMI is a price return float-adjusted market capitalization-weighted index of the 20 largest stocks traded on the
SIX Swiss Exchange. The Management Committee of SIX Swiss Exchange is supported by an Index Commission
(advisory board) in all index-related matters, notably in connection with changes to the index rules and adjustments,
additions and exclusions outside of the established review and acceptance period. The Index Commission meets at
least twice annually.

Information regarding the Swiss Market Index (including information regarding the top ten securities included in the
Basket Underlier and their respective weights and the industries represented by the securities included in this Basket
Underlier and their respective weightings) may be found on SIX Exchange’s website. That information is updated from
time to time on that website. Please note that information included in that website is not included or incorporated by
reference in this pricing supplement.

As of December 29, 2017, the top ten constituents of the SMI (and their respective weightings in the SMI) were:
Nestle SA (18.04%); Roche Holding AG (17.79%); Novartis AG (17.71%); UBS Group AG (7.10%); ABB Ltd
(4.88%); Financiere Richemont SA (4.74%); Zurich Insurance Group AG (4.61%); Credit Suisse Group AG (4.34%);
Compagnie Swiss Re AG (3.01%); and LafargeHolcim LTD (2.71%).

As of December 29, 2017, the ICB industry sectors in the index (and their respective weights) were: Basic Materials
(1.84%), Consumer Goods (24.03%), Financials (21.62%), Health Care (37.52%), Industrials (13.63%) and
Telecommunications (1.35%) (may not sum to 100% due to rounding). Sector designations are determined by the
Basket Underlier Sponsor using criteria it has selected or developed. Index sponsors may use very different standards
for determining sector designations. In addition, many companies operate in a number of sectors, but are listed in only
one sector and the basis on which that sector is selected may also differ. As a result, sector comparisons between
indices with different index sponsors may reflect differences in methodology as well as actual differences in the sector
composition of the indices.

Index Composition and Selection Criteria

The SMI is comprised of the 20 highest ranked stocks traded on the SIX Swiss Exchange that have a free float of 20%
or more and that are not investment companies. The equity universe is largely Swiss domestic companies; however, in
some cases, foreign issuers with a primary listing on the SIX Swiss Exchange or investment companies that do not
hold any shares of any other eligible company and that have a primary listing on the SIX Swiss Exchange may be
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included.

The ranking of each security is determined by a combination of the following criteria:

●average free-float market capitalization (compared to the capitalization of the entire SIX Swiss Exchange index
family), and

● cumulative on order book turnover (compared to the total turnover of the SIX Swiss Exchange index family).
Each of these two factors is assigned a 50% weighting in ranking the stocks eligible for the SMI.

The SMI is reconstituted annually after prior notice of at least two months on the third Friday in September after the
close of trading. The reconstitution is based on data from the previous July 1 through June 30. Provisional interim
selection (ranking) lists are also published following the end of the third, fourth and first financial quarters.

In order to reduce turnover, an index constituent will not be replaced unless it is ranked below 23 or, if it is ranked 21
or 22, if another share ranks 18 or higher. If a company has primary listings on several exchanges and less than 50%
of that company’s total turnover is generated on the SIX Swiss Exchange, it will not be included in the SMI unless it
ranks at least 18 or better on the selection list on the basis of its turnover alone (i.e., without considering its free float).

Maintenance of the Index

Constituent Changes. In the case of major market changes as a result of capital events such as mergers or new listings,
the Management Committee of SIX Swiss Exchange can decide at the request of the Index Commission that a security
should be admitted to the SMI outside the annual review period as long as it clearly fulfills the criteria for inclusion.
For the same reasons, a security can also be excluded if the requirements for admission to the SMI are no longer
fulfilled. As a general rule, extraordinary acceptances into the SMI take place after a three-month
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period on a quarterly basis after the close of trading on the third Friday of March, June, September and December (for
example, a security listed on or before the fifth trading day prior to the end of November cannot be included until the
following March). An announced insolvency is deemed to be an extraordinary event and the security will be removed
from the SMI with five trading days’ prior notice if the circumstances permit such notice.

Capped Weightings and Intra-Quarter Breaches. The weight of any index constituent that exceeds a weight of 18%
within the index is reduced to that value at each quarterly index review by applying a capping factor to the calculation
of such constituent’s free float market capitalization. A constituent’s number of shares and free float market
capitalization are used to determine its capping factor. The excess weight (the difference of the original weight minus
the capped weight) is distributed proportionally across the other index constituents. The constituents are also capped
to 18% as soon as two index constituents exceed a weight of 20% (an “intra-quarter breach”). If an intra-quarter breach
is observed after the close of the markets, a new calculation of the capping factors is executed immediately and
communicated to the market in order to ensure that the maximum weight per constituent is capped at 18% for the
opening on the next day. In order to achieve a capped weighting of the index without causing market distortion, a
stepwise reduction is conducted based on the quarterly index reviews to ensure that no change in the weight (as a
result of capping) from one review to the next exceeds 3%. The transition period is in effect until no component has a
weight larger than 18%. In the case of an intra-quarter breach, the weights are limited to the last defined weights as of
the prior review.

Number of Shares and Free Float. The securities included in the SMI are weighted according to their free float. This
means that shares deemed to be in firm hands are subtracted from the total market capitalization of that company. The
free float is calculated on the basis of outstanding shares. Issued and outstanding equity capital is, as a rule, the total
amount of equity capital that has been fully subscribed and wholly or partially paid in and documented in the
Commercial Register. Not counting as issued and outstanding equity capital are the approved capital and the
conditional capital of a company. The free float is calculated on the basis of listed shares only. If a company offers
several different categories of listed participation rights, each is treated separately for purposes of index calculation.

Shares held deemed to be in firm hands are shareholdings that have been acquired by one person or a group of persons
in companies domiciled in Switzerland and which, upon exceeding 5%, have been reported to SIX Swiss Exchange.
Shares of persons and groups of persons who are subject to a shareholder agreement which is binding for more than
5% of the listed shares or who, according to publicly known facts, have a long-term interest in a company, are also
deemed to be in firm hands.

For the calculation of the number of shares in firm hands, SIX Swiss Exchange may also use other sources than the
reports submitted to it. In particular, SIX Swiss Exchange may use data gained from issuer surveys that it conducts
itself.

In general, shares held by custodian nominees, trustee companies, investment funds, pension funds and investment
companies are deemed free-floating regardless whether a report has been made to SIX Swiss Exchange. SIX Swiss
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Exchange classifies at its own discretion persons and groups of persons who, because of their area of activity or the
absence of important information, cannot be clearly assigned.

The free-float rule applies only to bearer shares and registered shares. Capital issued in the form of participation
certificates and bonus certificates is taken into full account in calculating the SMI because it does not confer voting
rights.

The number of securities in the SMI and the free-float factors are adjusted after the close of trading on four adjustment
dates per year, the third Friday of March, June, September and December. Such changes are pre-announced at least
one month before the adjustment date, although the index sponsor reserves the right to take account of recent changes
before the adjustment date in the actual adjustment, so the definite new securities are announced five trading days
before the adjustment date.

In order to avoid frequent slight changes to the weighting and to maintain the stability of the SMI, any extraordinary
change of the total number of outstanding securities or the free float will only result in an extraordinary adjustment if
it exceeds 10% and 5% respectively and is in conjunction with a corporate action.

After a takeover, SIX Swiss Exchange may, in exceptional cases, adjust the free float of a company upon publication
of the end results after a five-day notification period or may exclude the security from the relevant index family. When
an insolvency has been announced, an extraordinary adjustment will be made and the affected security will be
removed from the SMI after five trading days’ notice.

The index sponsor reserves the right to make an extraordinary adjustment, in exceptional cases, without observing the
notification period.

PS-35

Edgar Filing: MILESTONE SCIENTIFIC INC. - Form 10-K

54



Calculation of the Index

The index sponsor calculates the SMI using the “Laspeyres formula,” with a weighted arithmetic mean of a defined
number of securities issues. The formula for calculating the index value can be expressed as follows:

The “free float market capitalization of the index” is equal to the sum of the product of the last-paid price, the number of
shares, the free-float factor, the capping factor and, if a foreign stock is included, the current CHF exchange rate as of
the time the index value is being calculated. The index value is calculated in real time and is updated whenever a trade
is made in a component stock. Where any index component stock price is unavailable on any trading day, SIX Swiss
Exchange will use the last reported price for such component stock. Only prices from the SIX Swiss Exchange’s
electronic order book are used in calculating the SMI.

Divisor Value and Adjustments

The divisor is a technical number used to calculate the SMI and is adjusted to reflect changes in market capitalization
due to corporate events, and is adjusted by SIX Swiss Exchange to reflect corporate events, as described in the index
rules.

License Agreement

The notes are not in any way sponsored, endorsed, sold or promoted by the SIX Swiss Exchange and the SIX Swiss
Exchange makes no warranty or representation whatsoever, express or implied, either as to the results to be obtained
from the use of the SMI and/or the level at which the SMI stands at any particular time on any particular day.
However, the SIX Swiss Exchange shall not be liable (whether through negligence or otherwise) to any person for any
error in the index and the SIX Swiss Exchange shall not be under any obligation to disclose such errors.

SIX®, SIX Swiss Exchange®, SPI®, Swiss Performance Index (SPI)®, SPI EXTRA®, SMI®, Swiss Market Index®

(SMI)®, SMIM®, SMI MID (SMIM)®, SMI Expanded®, SXI®, SXI LIFE SCIENCES®, SXI Bio+Medtech®, SBI®,
SBI Swiss Bond Index®, VSMI®, SIX Immobilienfonds Index® and SIX Quotematch® are trademarks that have been
registered in Switzerland and/or abroad by the SIX Swiss Exchange. Their use is subject to a license.
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The S&P®/ASX 200 Index

The S&P®/ASX 200 Index (the “AS51”):

●was first launched in 1979 by the Australian Securities Exchange and was acquired and re-launched by its current
index sponsor on April 3, 2000; and

●is sponsored, calculated, published and disseminated by S&P Dow Jones Indices LLC, a part of McGraw Hill
Financial (“S&P”).
The AS51 includes 200 companies and covers approximately 80% of the Australian equity market by market
capitalization. As discussed below, the AS51 is not limited solely to companies having their primary operations or
headquarters in Australia or to companies having their primary listing on the Australian Securities Exchange (the
“ASX”). All ordinary and preferred shares (if such preferred shares are not of a fixed income nature) listed on the ASX,
including secondary listings, are eligible for the AS51. Hybrid stocks, bonds, warrants, preferred stock that provides a
guaranteed fixed return and listed investment companies are not eligible for inclusion.

The AS51 is intended to provide exposure to the largest 200 eligible securities that are listed on the ASX by
float-adjusted market capitalization. Constituent companies for the AS51 are chosen based on market capitalization,
public float and liquidity. All index-eligible securities that have their primary or secondary listing on the ASX are
included in the initial selection of stocks from which the 200 index stocks may be selected.

The float-adjusted market capitalization of companies is determined based on the daily average market capitalization
over the last six months. The security’s price history over the last six months, the latest available shares on issue and
the investable weight factor (the “IWF”), are the factors relevant to the calculation of daily average market
capitalization. The IWF is a variable that is primarily used to determine the available float of a security for ASX listed
securities.

Information regarding the S&P®/ASX 200 Index (including information regarding the top ten components of this
Basket Underlier, the industries represented by the securities included in this Basket Underlier and their respective
weights and the countries represented by the securities included in this Basket Underlier and their respective weights)
may be found on S&P’s website. That information is updated from time to time on that website. Please note that
information included in that website is not included or incorporated by reference in this pricing supplement.

As of May 31, 2018, the top 10 index stocks by weight of the AS51 were the following: Commonwealth Bank of
Australia, BHP Billiton Ltd., Westpac Banking Corp., CSL Ltd., ANZ Banking Group, National Australia Bank Ltd.,
Wesfarmers Ltd., Woolworths Group Ltd., Macquarie Group Ltd. and Rio Tinto Ltd.
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As of May 31, 2018, the 11 Global Industry Classification Standard (“GICS”) industry sectors represented by stocks in
the AS51 include: Financials (32.7%), Materials (18.8%), Real Estate (8.1%), Industrials (7.3%), Consumer Staples
(7.8%), Health Care (8.5%), Consumer Discretionary (4.8%), Energy (5.5%), Telecommunication Services (2.5%),
Utilities (2.0%) and Information Technology (2.2%). Sector designations are determined by the Basket Underlier
Sponsor using criteria it has selected or developed. Index sponsors may use very different standards for determining
sector designations. In addition, many companies operate in a number of sectors, but are listed in only one sector and
the basis on which that sector is selected may also differ. As a result, sector comparisons between indices with
different index sponsors may reflect differences in methodology as well as actual differences in the sector composition
of the indices. In addition, S&P® and MSCI, Inc. have announced that the Global Industry Classification Sector
structure is expected to be updated after the close of business on September 28, 2018. Among other things, the update
is expected to broaden the current Telecommunications Services sector and rename it the Communication Services
sector. The renamed sector is expected to include the existing Telecommunication Services Industry group, as well as
the Media Industry group, which is expected to move from the Consumer Discretionary sector and be renamed the
Media & Entertainment Industry group. The Media & Entertainment Industry group is expected to contain three
industries: Media, Entertainment and Interactive Media & Services. The Media industry is expected to continue to
consist of the Advertising, Broadcasting, Cable & Satellite and Publishing sub-industries. The Entertainment industry
is expected to contain the Movies & Entertainment sub-industry (which is expected to include online entertainment
streaming companies in addition to companies currently classified in such industry) and the Interactive Home
Entertainment sub-industry (which is expected to include companies from the current Home Entertainment Software
sub-industry in the Information Technology sector, as well as producers of mobile gaming applications). The
Interactive Media & Services industry and sub-industry is expected to include companies engaged in content and
information creation or distribution through proprietary
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platforms, where revenues are derived primarily through pay-per-click advertisements, and will include search
engines, social media and networking platforms, online classifieds and online review companies.

As of May 31, 2018, the countries of domicile included in the AS51 and their relative weights were: Australia
(97.8%), New Zealand (1.2%), United States (0.8%) and United Kingdom (0.2%).

Number of Shares

When considering the index eligibility of securities for inclusion or promotion into S&P®/ASX indices, the number of
index securities under consideration is based upon the latest available ASX quoted securities. For domestic securities
(companies incorporated in Australia and traded on the ASX, companies incorporated overseas but exclusively listed
on the ASX and companies incorporated overseas and traded on other markets but most of its trading activity is on the
ASX), this figure is purely based upon the latest available data from the ASX.

Foreign-domiciled securities may quote the total number of securities on the ASX that is representative of their global
equity capital; whereas other foreign-domiciled securities may quote securities on the ASX on a partial basis that
represents their Australian equity capital. In order to overcome this inconsistency, S&P will quote the number of index
securities that are represented by CHESS Depositary Interests (“CDIs”) for a foreign entity. When CDIs are not issued,
S&P will use the total securities held on the Australian register (CHESS and, where supplied, the issuer sponsored
register). This quoted number for a foreign entity is representative of the Australian equity capital, thereby allowing
the AS51 to be increasingly reflective of the Australian market.

The number of CDIs or shares of a foreign entity quoted on the ASX can experience more volatility than is typically
the case for ordinary shares on issue. Therefore, an average number on issue will be applied over a six-month period.

Where CDI information is not supplied to the ASX by the company or the company’s share register, estimates for
Australian equity capital will be drawn from CHESS data and, ultimately, registry-sourced data.

IWF

The IWF represents the float-adjusted portion of a stock’s equity capital. Therefore any strategic holdings that are
classified as either corporate, private or government holdings reduce the IWF which, in turn, results in a reduction in
the float-adjusted market capital.
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The IWF ranges between 0 and 1, is calculated as 1 – Sum of the % held by strategic shareholders who possess 5% or
more of issued shares, and is an adjustment factor that accounts for the publicly available shares of a company. A
company must have a minimum IWF of 0.3 to be eligible for index inclusion.

S&P Dow Jones Indices identifies the following shareholders whose holdings are considered to be control blocks and
are subject to float adjustment:

1. Government and government agencies;
2. Controlling and strategic shareholders/partners;

3.Any other entities or individuals which hold more than 5%, excluding insurance companies, securities companies
and investment funds; and

4. Other restricted portions such as treasury stocks.

Liquidity Test

Only stocks that are regularly traded are eligible for inclusion. Eligible stocks are considered for index inclusion based
on their stock median liquidity (median daily value traded divided by its average float-adjusted market capitalization
for the last six months relative to the market capitalization weighted average of the stock median liquidities of the 500
constituents of the All Ordinaries index, another member of the S&P®/ASX index family).

Index Maintenance

S&P rebalances constituents quarterly to ensure adequate market capitalization and liquidity using the previous six
months’ data to determine index eligibility. Quarterly review changes take effect the third Friday of March, June,
September and December. Eligible stocks are considered for index inclusion based on their float-adjusted market
capitalization rank relative to the stated quota of 200 securities. For example, a stock that is currently in the S&P/ASX
300 and is ranked at 175, based on float-adjusted market capitalization, within the universe of eligible securities may
be considered for inclusion into the AS51, provided that liquidity hurdles are met.

In order to limit the level of index turnover, eligible securities will only be considered for index inclusion once
another stock is excluded due to a sufficiently low rank and/or liquidity, based on the float-adjusted market
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capitalization. Potential index inclusions and exclusions need to satisfy buffer requirements in terms of the rank of the
stock relative to a given index. The buffers are established to limit the level of index turnover that may take place at
each quarterly rebalancing.

Between rebalancing dates, an index addition is generally made only if a vacancy is created by an index deletion.
Index additions are made according to float-adjusted market capitalization and liquidity. An initial public offering is
added to the AS51 only when an appropriate vacancy occurs and is subject to proven liquidity for at least two months.
An exception may be made for extraordinary large offerings where sizeable trading volumes justify index inclusion.

Deletions can occur between index rebalancing dates due to acquisitions, mergers and spin-offs or due to suspension
or bankruptcies. The decision to remove a stock from the AS51 will be made once there is sufficient evidence that the
transaction will be completed. Stocks that are removed due to mergers and acquisitions are removed from the AS51 at
the cash offer price for cash-only offers. Otherwise, the best available price in the market is used.

Share numbers for all index constituents are updated quarterly and are rounded to the nearest thousand. The update to
the number of issued shares will be considered if the change is at least 5% of the float adjusted shares or $100 million
in value.

Share updates for foreign-domiciled securities will take place annually at the March rebalancing. The update to the
number of index shares will only take place when the six-month average of CDIs or the Total Securities held in the
Australian branch of issuer sponsored register (where supplied) and in CHESS, as of the March rebalancing, differs
from the current index shares by either 5% or a market-cap dollar amount greater than $100 million. Where CDI
information is not supplied to the ASX by the company or the company’s share register, estimates for Australian equity
capital will be drawn from CHESS data and, ultimately, registry-sourced data.

Intra-quarter share changes are implemented at the effective date or as soon as reliable information is available;
however, they will only take place in the following circumstances:

● changes in a company’s float-adjusted shares of 5% or more due to market-wide shares issuance;
● rights issues, bonus issues and other major corporate actions; and

● share issues resulting from index companies merging and major off-market buy-backs.
Share changes due to mergers or acquisitions are implemented when the transaction occurs, even if both of the
companies are not in the same index and regardless of the size of the change.

IWFs are reviewed annually as part of the September quarterly review. However, any event that alters the float of a
security in excess of 5% will be implemented as soon as practicable by an adjustment to the IWF.
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The function of the IWF is also to manage the index weight of foreign-domiciled securities that quote shares on the
basis of CDIs. Due to the volatility that is displayed by CDIs, unusually large changes in the number of CDIs on issue
could result. Where this is the case, the IWF may be used to limit the effect of unusually large changes in the average
number of CDIs (and, thereby, limit the potential to manipulate this figure). Where the Australian Index Committee
sees fit to apply the IWF in this manner, the rationale for the decision will be announced to the market. This will be
reviewed annually at the March-quarter index rebalancing date.

Calculation of the AS51

The AS51 is calculated using a base-weighted aggregate methodology. The value of the AS51 on any day for which
an index value is published is determined by a fraction, the numerator of which is the aggregate of the price of each
stock in the AS51 times the number of shares of such stock included in the AS51 times that stock’s IWF, and the
denominator of which is the divisor, which is described more fully below.

In order to prevent the value of the AS51 from changing due to corporate actions, all corporate actions may require
S&P to make an index or divisor adjustment, as described in S&P’s rules. This helps maintain the value of the AS51
and ensures that the movement of the AS51 does not reflect the corporate actions of the individual companies that
comprise the AS51.

In situations where an exchange is forced to close early due to unforeseen events, such as computer or electric power
failures, weather conditions or other events, S&P will calculate the closing price of the indices based on (1) the
closing prices published by the exchange or (2) if no closing price is available, the last regular trade reported for each
security before the exchange closed. If the exchange fails to open due to unforeseen circumstances, S&P treats this
closure as a standard market holiday. The AS51 will use the prior day’s closing prices and shifts any
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corporate actions to the following business day. If all exchanges fail to open or in other extreme circumstances, S&P
may determine not to publish the AS51 for that day.

S&P reserves the right to recalculate the AS51 under certain limited circumstances.

License Agreement

S&P® is a registered trademark of Standard & Poor’s Financial Services LLC. These trademarks have been licensed for
use by S&P Dow Jones Indices LLC. “Standard & Poor’s®,” “S&P®/ASX 200®” and “S&P®” are trademarks of S&P. These
trademarks have been sublicensed for certain purposes by our subsidiary, MLPF&S. The S&P®/ASX 200 Index is a
product of S&P Dow Jones Indices LLC and/or its affiliates and has been licensed for use by MLPF&S.

The notes are not sponsored, endorsed, sold or promoted by S&P. Neither S&P nor the Australia Stock Exchange
make any representation or warranty, express or implied, to the owners of the notes or any member of the public
regarding the advisability of investing in securities generally or in the notes particularly or the ability of the
S&P®/ASX 200 Index to track general stock market performance. S&P’s and the Australia Stock Exchange’s only
relationship to MLPF&S is the licensing of certain trademarks and trade names of S&P and the Australia Stock
Exchange and of the S&P®/ASX 200 Index, which index is determined, composed and calculated by S&P without
regard to us, MLPF&S or the notes. S&P and the Australia Stock Exchange have no obligation to take our needs or
the needs of MLPF&S or the owners of the notes into consideration in determining, composing or calculating the
S&P®/ASX 200 Index. S&P and the Australia Stock Exchange are not responsible for and have not participated in the
determination of the timing of, prices at, or quantities of the notes to be issued or in the determination or calculation of
the equation by which the notes are to be converted into cash. S&P and the Australia Stock Exchange have no
obligation or liability in connection with the administration, marketing or trading of the notes.

S&P AND THE AUSTRALIA STOCK EXCHANGE DO NOT GUARANTEE THE ACCURACY AND/OR THE
COMPLETENESS OF THE S&P®/ASX 200 INDEX OR ANY DATA INCLUDED THEREIN AND S&P AND
THE AUSTRALIA STOCK EXCHANGE SHALL HAVE NO LIABILITY FOR ANY ERRORS, OMISSIONS, OR
INTERRUPTIONS THEREIN. S&P AND THE AUSTRALIA STOCK EXCHANGE MAKE NO WARRANTY,
EXPRESS OR IMPLIED, AS TO RESULTS TO BE OBTAINED BY US, MLPF&S, OWNERS OF THE NOTES
OR ANY OTHER PERSON OR ENTITY FROM THE USE OF THE S&P®/ASX 200 INDEX OR ANY DATA
INCLUDED THEREIN. S&P AND THE AUSTRALIA STOCK EXCHANGE MAKE NO EXPRESS OR IMPLIED
WARRANTIES, AND EXPRESSLY DISCLAIM ALL WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE WITH RESPECT TO THE S&P®/ASX 200 INDEX OR ANY DATA
INCLUDED THEREIN. WITHOUT LIMITING ANY OF THE FOREGOING, IN NO EVENT SHALL S&P OR
THE AUSTRALIA STOCK EXCHANGE HAVE ANY LIABILITY FOR ANY SPECIAL, PUNITIVE, INDIRECT,
OR CONSEQUENTIAL DAMAGES (INCLUDING LOST PROFITS), EVEN IF NOTIFIED OF THE
POSSIBILITY OF SUCH DAMAGES.
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Historical Closing Levels

The respective closing levels of the Basket Underliers have fluctuated in the past and may, in the future, experience
significant fluctuations. Any historical upward or downward trend in the closing levels of the Basket Underliers
during the period shown below is not an indication that the Basket Underliers are more or less likely to increase or
decrease at any time during the life of your notes.

You should not take the historical levels of the Basket or the Basket Underliers as an indication of their
respective future performance. We cannot give you any assurance that the future performance of the Basket, the
Basket Underliers or the Basket Underlier Stocks will result in your receiving an amount greater than the outstanding
face amount of your notes on the stated maturity date.

Neither we nor any of our affiliates make any representation to you as to the performance of the Basket Underliers.
Before investing in the offered notes, you should consult publicly available information to determine the levels of the
Basket Underliers between the date of this pricing supplement and the date of your purchase of the offered notes. The
actual performance of the Basket Underliers over the life of the offered notes, as well as the Cash Settlement Amount,
may bear little relation to the historical closing levels shown below.

The following graphs show the daily historical closing levels of the SX5E, the UKX, the TPX, the SMI, and the AS51
from June 29, 2008 through June 29, 2018. The graphs are for illustrative purposes only. We obtained the closing
levels of the Basket Underliers in the graphs below from Bloomberg Financial Services, without independent
verification.

Historical Performance of the EURO STOXX 50® Index
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Historical Performance of the FTSE® 100 Index

Historical Performance of the TOPIX®
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Historical Performance of the Swiss Market Index

Historical Performance of the S&P®/ASX 200 Index
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Historical Performance of the Basket

The following graph is based on the Basket closing levels for the period from June 29, 2008 through June 29, 2018,
assuming that the Basket closing level was 100 on June 29, 2008. We derived the Basket closing levels based on the
method to calculate the Basket closing level as described in this pricing supplement and on actual closing levels of the
relevant Basket Underliers on the relevant dates. The Basket closing level has been normalized such that its
hypothetical level on June 29, 2008 was 100. As noted in this pricing supplement, the Initial Basket Level will be set
at 100 on the trade date. The Basket closing level can increase or decrease due to changes in the levels of the Basket
Underliers.
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SUPPLEMENTAL PLAN OF DISTRIBUTION—CONFLICTS OF INTEREST

BofA Finance expects to agree to sell to MLPF&S, and MLPF&S expects to agree to purchase from BofA Finance,
the aggregate face amount of the offered notes specified on the front cover of this pricing supplement. MLPF&S
proposes initially to offer the notes to the public at the price to public set forth on the cover page of this pricing
supplement.

We expect to deliver the notes against payment therefor in New York, New York on             , 2018, which is expected
to be the third scheduled business day following the trade date. Under Rule 15c6-1 of the Securities Exchange Act of
1934, trades in the secondary market generally are required to settle in two business days, unless the parties to any
such trade expressly agree otherwise. Accordingly, purchasers who wish to trade the notes on any date prior to two
business days before delivery will be required, by virtue of the fact that the notes are initially expected to settle in
three business days (T + 3), to specify alternative settlement arrangements to prevent a failed settlement.

MLPF&S, a broker-dealer affiliate of ours, is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”)
and will participate as selling agent in the distribution of the notes. Accordingly, the offering of the notes will conform
to the requirements of FINRA Rule 5121. MLPF&S may not make sales in this offering to any of its discretionary
accounts without the prior written approval of the account holder.

MLPF&S and any of our other broker-dealer affiliates, may use this pricing supplement, and the accompanying
product supplement, prospectus supplement and prospectus for offers and sales in secondary market transactions and
market-making transactions in the notes. However, they are not obligated to engage in such secondary market
transactions and/or market-making transactions. The selling agent may act as principal or agent in these transactions,
and any such sales will be made at prices related to prevailing market conditions at the time of the sale.

As agreed by MLPF&S and the distribution participants, for approximately a three-month period after the trade date,
MLPF&S expects to offer to buy the notes in the secondary market at a price that will exceed the estimated value of
the notes at that time; the amount of this excess will decline on a straight line basis over that period. Thereafter, if
MLPF&S buys or sells your notes, it will do so at prices that reflect the estimated value determined by reference to its
pricing models at that time. Any price at any time after the trade date will be based on then-prevailing market
conditions and other considerations, including the performances of the Basket Underliers and the remaining term of
the notes. However, none of us, the Guarantor, MLPF&S or any other party is obligated to purchase your notes at any
price or at any time, and we cannot assure you that any party will purchase your notes at a price that equals or exceeds
the initial estimated value of the notes.
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Any price that MLPF&S may pay to repurchase the notes will depend upon then prevailing market conditions, the
creditworthiness of us and the Guarantor, and transaction costs. At certain times, this price may be higher than or
lower than the initial estimated value of the notes.

No Prospectus (as defined in Directive 2003/71/EC (as amended, the “Prospectus Directive”)) will be prepared in
connection with these notes. Accordingly, these notes may not be offered to the public in any member state of the
European Economic Area (the “EEA”), and any purchaser of these notes who subsequently sells any of these notes in
any EEA member state must do so only in accordance with the requirements of the Prospectus Directive, as
implemented in that member state.

The notes are not intended to be offered, sold or otherwise made available to, and should not be offered, sold or
otherwise made available to, any retail investor in the EEA. For these purposes, the expression “offer” includes the
communication in any form and by any means of sufficient information on the terms of the offer and the notes to be
offered so as to enable an investor to decide to purchase or subscribe the notes, and a “retail investor” means a person
who is one (or more) of: (a) a retail client, as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended ,“MiFID II”); or (b) a customer, within the meaning of Insurance Distribution Directive 2016/97/EU, as
amended, where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of
MiFID II; or (c) not a qualified investor as defined in the Prospectus Directive. Consequently, no key information
document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for offering or selling the
notes or otherwise making them available to retail investors in the EEA has been prepared, and therefore, offering or
selling the notes or otherwise making them available to any retail investor in the EEA may be unlawful under the
PRIIPs Regulation.
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STRUCTURING THE NOTES

The notes are our debt securities, the return on which is linked to the performances of the Basket Underliers. The
related guarantees are BAC’s obligations. As is the case for all of our and BAC’s respective debt securities, including
our market-linked notes, the economic terms of the notes reflect our and BAC’s actual or perceived creditworthiness at
the time of pricing. In addition, because market-linked notes result in increased operational, funding and liability
management costs to us and BAC, BAC typically borrows the funds under these types of notes at a rate, which we
refer to in this pricing supplement as BAC’s internal funding rate, that is more favorable to BAC than the rate that it
might pay for a conventional fixed or floating rate debt security. This generally relatively lower internal funding rate,
which is reflected in the economic terms of the notes, along with the fees and charges associated with market-linked
notes, typically results in the initial estimated value of the notes on the trade date being less than their public offering
price.

In order to meet our payment obligations on the notes, at the time we issue the notes, we may choose to enter into
certain hedging arrangements (which may include call options, put options or other derivatives) with MLPF&S or one
of our other affiliates. The terms of these hedging arrangements are determined based upon terms provided by
MLP&S and its affiliates, and take into account a number of factors, including our and BAC’s creditworthiness,
interest rate movements, the volatility of the Basket Underliers, the tenor of the notes and the hedging arrangements.
The economic terms of the notes and their initial estimated value depend in part on the terms of these hedging
arrangements.

MLPF&S has advised us that the hedging arrangements will include hedging related charges, reflecting the costs
associated with, and our affiliates’ profit earned from, these hedging arrangements. Since hedging entails risk and may
be influenced by unpredictable market forces, actual profits or losses from these hedging transactions may be more or
less than any expected amounts.

For further information, see “Risk Factors” beginning on page PS-18 above and “Supplemental Use of Proceeds” on page
PS-16 of product supplement EQUITY-1.
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U.S. FEDERAL INCOME TAX SUMMARY

The following summary of the material U.S. federal income tax considerations of the acquisition, ownership, and
disposition of the notes supplements, and to the extent inconsistent supersedes, the discussions under “U.S. Federal
Income Tax Considerations” in the accompanying prospectus and under “U.S. Federal Income Tax Considerations” in the
accompanying prospectus supplement and is not exhaustive of all possible tax considerations. In addition, any
reference to “Morrison & Foerster LLP” in the aforementioned tax discussions in the accompanying prospectus and
prospectus supplement should be read as a reference to “Sidley Austin LLP.” This summary is based upon the Internal
Revenue Code of 1986, as amended (the “Code”), regulations promulgated under the Code by the U.S. Treasury
Department (“Treasury”) (including proposed and temporary regulations), rulings, current administrative interpretations
and official pronouncements of the IRS, and judicial decisions, all as currently in effect and all of which are subject to
differing interpretations or to change, possibly with retroactive effect. No assurance can be given that the IRS would
not assert, or that a court would not sustain, a position contrary to any of the tax consequences described below. This
summary does not include any description of the tax laws of any state or local governments, or of any foreign
government, that may be applicable to a particular holder.

Although the notes are issued by us, they will be treated as if they were issued by Bank of America Corporation for
U.S. federal income tax purposes. Accordingly throughout this tax discussion, references to “we,” “our” or “us” are
generally to Bank of America Corporation unless the context requires otherwise.

This summary is directed solely to U.S. Holders and Non-U.S. Holders that, except as otherwise specifically noted,
will purchase the notes upon original issuance and will hold the notes as capital assets within the meaning of Section
1221 of the Code, which generally means property held for investment, and that are not excluded from the discussion
under “U.S. Federal Income Tax Considerations” in the accompanying prospectus.

You should consult your own tax advisor concerning the U.S. federal income tax consequences to you of acquiring,
owning, and disposing of the notes, as well as any tax consequences arising under the laws of any state, local, foreign,
or other tax jurisdiction and the possible effects of changes in U.S. federal or other tax laws.

General

Although there is no statutory, judicial, or administrative authority directly addressing the characterization of the
notes, in the opinion of our counsel, Sidley Austin LLP, and based on certain factual representations received from us,
the notes should be treated as single financial contracts with respect to the Basket Underliers and under the terms of
the notes, we and every investor in the notes agree, in the absence of an administrative determination or judicial ruling
to the contrary, to treat the notes in accordance with such characterization. This discussion assumes that the notes
constitute single financial contracts with respect to the Basket Underliers for U.S. federal income tax purposes. If the
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notes did not constitute single financial contracts, the tax consequences described below would be materially different.

This characterization of the notes is not binding on the IRS or the courts. No statutory, judicial, or administrative
authority directly addresses the characterization of the notes or any similar instruments for U.S. federal income tax
purposes, and no ruling is being requested from the IRS with respect to their proper characterization and treatment.
Due to the absence of authorities on point, significant aspects of the U.S. federal income tax consequences of an
investment in the notes are not certain, and no assurance can be given that the IRS or any court will agree with the
characterization and tax treatment described in this supplement. Accordingly, you are urged to consult your tax
advisor regarding all aspects of the U.S. federal income tax consequences of an investment in the notes, including
possible alternative characterizations.

Unless otherwise stated, the following discussion is based on the characterization described above. The discussion in
this section assumes that there is a significant possibility of a significant loss of principal on an investment in the
notes.

We will not attempt to ascertain whether the issuer of any component stocks included in any Basket Underlier would
be treated as a “passive foreign investment company” (“PFIC”), within the meaning of Section 1297 of the Code, or a
United States real property holding corporation, within the meaning of Section 897(c) of the Code. If the issuer of one
or more stocks included in any Basket Underlier were so treated, certain adverse U.S. federal income tax
consequences could possibly apply to a holder of the notes. You should refer to information filed with the SEC by the
issuers of the component stocks included in the Basket Underliers and consult your tax advisor regarding the possible
consequences to you, if any, if any issuer of the component stocks included in any Basket Underlier is or becomes a
PFIC or is or becomes a United States real property holding corporation.
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U.S. Holders

Upon receipt of a cash payment at maturity or upon a sale or exchange of the notes prior to maturity, a U.S. Holder
generally will recognize capital gain or loss equal to the difference between the amount realized and the U.S. Holder’s
tax basis in the notes. A U.S. Holder’s tax basis in the notes will equal the amount paid by that holder to acquire them.
This capital gain or loss generally will be long-term capital gain or loss if the U.S. Holder held the notes for more than
one year. The deductibility of capital losses is subject to limitations.

Alternative Tax Treatments. Due to the absence of authorities that directly address the proper tax treatment of the
notes, prospective investors are urged to consult their tax advisors regarding all possible alternative tax treatments of
an investment in the notes. In particular, the IRS could seek to subject the notes to the Treasury regulations governing
contingent payment debt instruments. If the IRS were successful in that regard, the timing and character of income on
the notes would be affected significantly. Among other things, a U.S. Holder would be required to accrue original
issue discount every year at a “comparable yield” determined at the time of issuance. In addition, any gain realized by a
U.S. Holder at maturity or upon a sale or exchange of the notes generally would be treated as ordinary income, and
any loss would be treated as ordinary loss to the extent of the U.S. Holder’s prior accruals of original issue discount,
and as capital loss thereafter.

The IRS released Notice 2008-2 (the “Notice”), which sought comments from the public on the taxation of financial
instruments currently taxed as “prepaid forward contracts.” This Notice addresses instruments such as the notes.
According to the Notice, the IRS and Treasury are considering whether a holder of an instrument such as the notes
should be required to accrue ordinary income on a current basis, regardless of whether any payments are made prior to
maturity. It is not possible to determine what guidance the IRS and Treasury will ultimately issue, if any. Any such
future guidance may affect the amount, timing and character of income, gain, or loss in respect of the notes, possibly
with retroactive effect.

The IRS and Treasury are also considering additional issues, including whether additional gain or loss from such
instruments should be treated as ordinary or capital, whether foreign holders of such instruments should be subject to
withholding tax on any deemed income accruals, whether Section 1260 of the Code, concerning certain “constructive
ownership transactions,” generally applies or should generally apply to such instruments, and whether any of these
determinations depend on the nature of the underlying asset.

In addition, proposed Treasury regulations require the accrual of income on a current basis for contingent payments
made under certain notional principal contracts. The preamble to the regulations states that the “wait and see” method of
accounting does not properly reflect the economic accrual of income on those contracts, and requires current accrual
of income for some contracts already in existence. While the proposed regulations do not apply to prepaid forward
contracts, the preamble to the proposed regulations expresses the view that similar timing issues exist in the case of
prepaid forward contracts. If the IRS or Treasury publishes future guidance requiring current economic accrual for
contingent payments on prepaid forward contracts, it is possible that you could be required to accrue income over the
term of the notes.
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Because of the absence of authority regarding the appropriate tax characterization of the notes, it is also possible that
the IRS could seek to characterize the notes in a manner that results in tax consequences that are different from those
described above. For example, the IRS could possibly assert that any gain or loss that a holder may recognize at
maturity or upon the sale or exchange of the notes should be treated as ordinary gain or loss.

Because each Basket Underlier is an index that periodically rebalances, it is possible that the notes could be treated as
a series of single financial contracts, each of which matures on the next rebalancing date. If the notes were properly
characterized in such a manner, a U.S. Holder would be treated as disposing of the notes on each rebalancing date in
return for new notes that mature on the next rebalancing date, and a U.S. Holder would accordingly likely recognize
capital gain or loss on each rebalancing date equal to the difference between the holder’s tax basis in the notes (which
would be adjusted to take into account any prior recognition of gain or loss) and the fair market value of the notes on
such date.

Non-U.S. Holders

Except as discussed below, a Non-U.S. Holder generally will not be subject to U.S. federal income or withholding tax
for amounts paid in respect of the notes provided that the Non-U.S. Holder complies with applicable certification
requirements and that the payment is not effectively connected with the conduct by the Non-U.S. Holder of a U.S.
trade or business. Notwithstanding the foregoing, gain from the sale or exchange of the notes or their settlement at
maturity may be subject to U.S. federal income tax if that Non-U.S. Holder is a non-resident alien individual and is
present in the U.S. for 183 days or more during the taxable year of the settlement at maturity, sale or exchange and
certain other conditions are satisfied.
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If a Non-U.S. Holder of the notes is engaged in the conduct of a trade or business within the U.S. and if gain realized
on the settlement at maturity, or upon sale or exchange of the notes, is effectively connected with the conduct of such
trade or business (and, if certain tax treaties apply, is attributable to a permanent establishment maintained by the
Non-U.S. Holder in the U.S.), the Non-U.S. Holder generally will be subject to U.S. federal income tax on such gain
on a net income basis in the same manner as if it were a U.S. Holder. Such Non-U.S. Holders should read the material
under the heading “—U.S. Holders,” for a description of the U.S. federal income tax consequences of acquiring, owning,
and disposing of the notes. In addition, if such Non-U.S. Holder is a foreign corporation, it may also be subject to a
branch profits tax equal to 30% (or such lower rate provided by any applicable tax treaty) of a portion of its earnings
and profits for the taxable year that are effectively connected with its conduct of a trade or business in the U.S.,
subject to certain adjustments.

A “dividend equivalent” payment is treated as a dividend from sources within the United States and such payments
generally would be subject to a 30% U.S. withholding tax if paid to a Non-U.S. Holder. Under U.S. Treasury
Department regulations, payments (including deemed payments) with respect to equity-linked instruments (“ELIs”) that
are “specified ELIs” may be treated as dividend equivalents if such specified ELIs reference an interest in an “underlying
security,” which is generally any interest in an entity taxable as a corporation for U.S. federal income tax purposes, if a
payment with respect to such interest could give rise to a U.S. source dividend. However, IRS guidance provides that
withholding on dividend equivalent payments will not apply to specified ELIs that are not delta-one instruments and
that are issued before January 1, 2019. Based on our determination that the notes are not delta one instruments,
Non-U.S. Holders should not be subject to withholding on dividend equivalent payments, if any, under the notes.
However, it is possible that the notes could be treated as deemed reissued for U.S. federal income tax purposes upon
the occurrence of certain events affecting the Basket Underliers or the notes, and following such occurrence the notes
could be treated as subject to withholding on dividend equivalent payments. Non-U.S. Holders that enter, or have
entered, into other transactions in respect of the Basket Underliers or the notes should consult their tax advisors as to
the application of the dividend equivalent withholding tax in the context of the notes and their other transactions. If
any payments are treated as dividend equivalents subject to withholding, we (or the applicable paying agent) would be
entitled to withhold taxes without being required to pay any additional amounts with respect to amounts so withheld.

As discussed above, alternative characterizations of the notes for U.S. federal income tax purposes are possible.
Should an alternative characterization, by reason of change or clarification of the law, by regulation or otherwise,
cause payments as to the notes to become subject to withholding tax, tax will be withheld at the applicable statutory
rate. As discussed above, the IRS has indicated in the Notice that it is considering whether income in respect of
instruments such as the notes should be subject to withholding tax. Prospective Non-U.S. Holders of the notes should
consult their own tax advisors in this regard.

U.S. Federal Estate Tax. Under current law, while the matter is not entirely clear, individual Non-U.S. Holders, and
entities whose property is potentially includible in those individuals’ gross estates for U.S. federal estate tax purposes
(for example, a trust funded by such an individual and with respect to which the individual has retained certain
interests or powers), should note that, absent an applicable treaty benefit, a note is likely to be treated as U.S. situs
property, subject to U.S. federal estate tax. These individuals and entities should consult their own tax advisors
regarding the U.S. federal estate tax consequences of investing in a note.
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Backup Withholding and Information Reporting

Please see the discussion under “U.S. Federal Income Tax Considerations — Taxation of Debt Securities — Backup
Withholding and Information Reporting” in the accompanying prospectus for a description of the applicability of the
backup withholding and information reporting rules to payments made on the notes.
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We have not authorized anyone to provide any information or to make any representations other than those contained
or incorporated by reference in this pricing supplement, the accompanying product supplement, the accompanying
prospectus supplement or the accompanying prospectus. We take no responsibility for, and can provide no assurance
as to the reliability of, any other information that others may give you. These documents are an offer to sell only the
notes offered hereby, but only under circumstances and in jurisdictions where it is lawful to do so. The information
contained in each such document is current only as of its respective date.

$

BofA Finance LLC

Leveraged Basket-Linked Notes due ,

Fully and Unconditionally Guaranteed by
Bank of America Corporation
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