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highlights

CHANGE PER
FOR THE YEAR (IN THOUSANDS) 1974 1973 AMOUNT CENT

Income before Security Losses $50,074 $44,119 $5,955 13.5

Security Losses Net of Tax (2,705) (660) (2,045)

Net Income $47,369 $43A59 $3,910 9.0

Dividends Declared $19,059 $17,870 $1,189 6.7

PER SHARE (1)

Income before Security Losses $2.53 $2.25 $0.28 12.4

Net Income $2.39 $2.21 $0.18 8.1

Dividends Paid $0.96 $0.885 $0.075 8.5

AT THE YEAREND (IN THOUSANDS)

Assets $12,675,123 $11,767,725 $907,398 7.7

Deposits 9,740,290 9,016,894 723,396 8.0

Loans and Leases 8,065,712 7,139,368 926,344 13.0

Investments 1,737,095 1,669,793 67,302 4.0

Book Value Per Share (Excluding Capital Notes) $21.28 $19.99 $1.29 6.5

(1) Based on average number of shares outstanding of 19,804,343 for 1974 and 19,633,968 for 1973.



letter to shareholders

Wells Fargo & Company improved both

its earnings and its capital position in
1974, a year of severe economic stress
and of varied pressures on banks and
bank holding companies.

Total earnings (net income before
security transactions) were $50,074,000

or $2.53 per share, a 12.4 per cent
increase over the total of $44,119,000 or
$2.25 per share registered in 1974. Net
income in 1974 after security transac
tions was $47,369,000 or $2.39 per share
compared with $43,459,000 or $2.21 per
share in 1973.

These earnings were achieved in a year
in which our operating strategy called
for, first, a reduction of loan volume
growth while emphasizing loan quality
and profitability and, second, consolida

tion rather than expansion of our inter
national activities.

This strategy was adopted in our
Company planning sessions in the sum
mer of 1973 and became the basic element

of the profit plan approved for 1974.

Our objectives in pursuing this course
were several. Loans in the previous three
years had grown at a rate faster than
both deposits and retained earnings. A
continuation of this trend would have
resulted in higher leverage with a lower
capital-to-assets ratio and a lower return
on earning assets-a pattern typical of
many of the larger banks and bank hold
ing companies during the last few years.

At the time we approved this plan, we
did not anticipate that 1974 would end
with a severe economic recession. Nor
did we foresee that the year would bring
to the banking industry warnings and
pressures from the regulatory agencies to
restrict loan volume and to limit expan
sion of holding company diversification,
in order to improve capital and liquidity
ratios.

However, the strategies we fol
lowed in 1974 served us well and
will be continued in 1975. Our loan
growth was limited to 13 per cent in

1974. Our liquidity and leverage ratios
have reversed direction, and our return
on-assets ratio was increased. In 1975,

we expect to see further strengthening
of our capital ratios as our modified
growth plan is continued.

This past year has been one in which
public confidence in private banking

has been questioned for the first time
in 40 years. This resulted from several
factors: the failme of two major banks
in the United States and one in Europe;
the appearance of a number of magazine
articles claiming banks are "over
extended;" the growth of bank assets
at a faster rate than bank capital, giving
rise to allegations of capital inadequacv;

the increase in loan losses generated
by the recession; and the extent to which
liability management has caused over
reliance on short-term funds to meet
longer-term obligations.

There is evidence in the banking
system of all these things. But the issue
of importance to the shareholder and
the depositor and the public generally is
how serious these matters are and how
their interests are being protected. A few
comments about each seem warranted
at this time and hopefully will provide
some perspective for your further
evaluation.

..

With respect to bank failures, since
1968 there have been 31 (there are
14,000 domestic banks). Of these, 11

could be primarily attributed to insider
transactions. The same factor was
significantly present in 16 other failures.
Thus, a total of 27 of the 31 bank fail
ures were management failures. This
illustrates what we feel is an important
point-the best protection for depositors
and shareholders alike is the mature
experience and integrity of the manage
ment of their bank.

Capital adequacy is a complex issue to
cover in a few sentences, but a few
things can be said which may be useful.
Absolute levels of equity capital in
relation to total assets and deposits have
been eroding but, as we have seen,
absolute levels of capital have had little
to do with why banks fail.

Since a major function of equity capi

tal is to afford protection against
abnormal losses, one must look at the
components of various kinds of protec
tive funds, which include a bank's
reserves against loan losses and its
retained earnings-both of which have
grown much more rapidly than loan

Members of Wells Fargo's
Executive Office are: President
and Chief Executive Officer
Richard P. Cooley, near left;
Chairman Ernest C. Arbuckle,
left of Mr. Cooley i Vice Chairman
James K. Dobey, far left; and Vice
Chairman Ralph J. Crawford, Jr.

losses in the last 25 years. In addition
the Federal Deposit Insurance Corpora
tion has and continues to provide
complete depositor protection now up to
$40,000 per account.

The amount of straight equity desir
able for any given bank depends upon
a number of factors. Relatively low
equity capital ratios do not necessarily
indicate weakness in a bank's capital
structure. For instance, one must also
look at capital provided by long-term
debt and sustained earnings growth. The
quality and source of those earnings is
also important. Consideration must be
given to the stability provided by a high
ratio of passbook savings to total
deposits, and by a steady and high inflow
of funds provided by the amortization
of a large percentage of consumer and
mortgage loans. These stabilizing factors
are all present in Wells Fargo and are
significant in assessing comparative
standards of adequacy and liquidity.
With a slowing of loan growth and the
retention of strong earnings, we feel our
total capital funds can sustain our cur
rent activity and modest growth in asset
volumes for the years immediately ahead.



With respect to loan losses, you have
noted in the earnings reports of many
banks the substantial increases that have
been made to loan loss reserves in the
latter part of 1974 to protect against
the higher loan losses which can nor
mally be expected in a period of reces
sion. This has and will affect bank
earnings, but this increase in reserves is
evidence of sound banking practice at a
time of economic stringency. It is an
essential step to ensure soundness and
safety.

In our own case, we added an extra
$6,300,000 to our loan loss reserves over
and above our normal five-year moving

average formula provision. This com
pletely covered our 1974 loan write-offs
and provided an increase in the valuation
portion of our reserve for bad debts,
which now exceeds $50,000,000.

Liability management refers to the use
of short-term purchased funds to meet
loan commitments. This practice has
been growing since the introduction of
the certificate of deposit in 1961 and
has been effective in enabling banks to
meet increasing loan demands through
out the last decade. It has also provided
the flexibility to adapt to changing
conditions in the economy. The use of
purchased funds permits loans to grow
faster than regular demand and con
sumer time deposits and does provide
a method for banks to meet the needs of
their corporate customers. The result has
been an increased dependency on pur
chased funds.

The most important lesson of 1974 has
been that all banks cannot rely on
money markets as dependable sources
of funds at all times. Although the
consequences have not been serious for
the solvency and viability of the banking
system, they have provided an experi
ence for banks which has resulted in a
revaluation of the appropriate amount
of purchased funds and the length of
their maturities. Wells Fargo, for
instance, adopted a program which will
specifically lessen reliance on the use
of overnight funds and increase the use
of longer-term certificates of deposit.

We feel that the experience of the past
year and the expectations for economic
trends in 1975 will see a strengthening of
the banking structure of our country in
the future. There has been are-emphasis

of the need for constant vigilance with
respect to loan quality. There is a greater
sensitivity to the importance of accurate
cost information, which will provide
a basis for a price structure that will
ensure a reasonable profit. Greater care
will be used in examining the external
forces of our environment and our
decisions will be based on a recognition
of the critical variables in that environ
ment. We will be refocusing on the
depositor as the key to the ability of
banks in the years ahead to meet the
unexpected demands for credit. At
Wells Fargo we have maintained that
position by paying a higher rate of inter
est for passbook savings than our major
competitors. Most important, we are
giving renewed and special attention to
the consumer-our customer-whose
needs, both individual and corporate,
we exist to serve.

To help us achieve these objectives,
the Executive Office was expanded
further in 1974 and the responsibilities
of its new members were increased.
James K. Dobey, who in 1973 was named
to the Executive Office, was made Vice
Chairman of the Board of the Bank and
the Company in 1974. Ralph J. Crawford,
Jr., was named fourth member of the
Executive Office and Vice Chairman of the
Bank and the Company during the year.
He joins Mr. Dobey in overseeing the
day-to-day activities of our organization.

During the turbulent year just past,
we received strong support and out
standing counsel from our Board of
Directors. In the spring, we welcomed to
the Board Helen K. Copley, chairman
of The Copley Press Inc. and publisher
of The San Diego Union and San Diego
Evening Tribune. She filled the vacancy
left by the resignation of Leonard K.
Firestone who was appointed U.s.
Ambassador to Belgium.

Our thanks for their cooperation and
fine performance go to our staff who
helped us achieve our increases in earn
ings in a very difficult economic year.

Ernest C. Arbuckle
Chairman of the Board

W~~
Richard P. Cooley
President
and Chief Executive Officer

January 29, 1975

summary of bankoperations



With a network of 313 branches
in California, Wells Fargo

provides a full range of con
sumer banking services, including

savings programs, checking
accounts, Master Charge credit

card, installment lending
services, real estate loans and

safe deposit facilities. Many
of the services are grouped
in the Bank's popular Gold

Account package.

CONSUMER13ANKING
Wells Fargo made striking gains in
consumer banking in 1974.

The Bank's 5 per cent passbook
savings rate brought us some $199

million of additional deposits during
1974 (exclusive of deposits added
through acquisitions and mergers), more
than were gained by all other California
banks combined during the year. At the
end of the year, total passbook savings
deposits amounted to $2,005,727,000,

making Wells Fargo the second bank in
the United States to pass $2 billion in
this category.

Wells Fargo's Gold Account, the
pioneering package service, was aug
mented during the year by the addition
of a $2,500 personal accident insurance
feature. Gold Account customers also
may now obtain supplemental personal
accident insurance. Some 175,000

Californians are members of our Gold
Account program.

Increases in numbers of Master
Charge cardholders and in total out
standings in 1974 attest to the con
tinued popularity of this service. Net
gain in cardholder accounts during the
year was 107,284, and outstandings
rose to $188 million, an increase of
34 per cent.

Despite the credit crunch and its
impact on all types of loans, Wells Fargo
made some 5,700 loans on single
family homes during 1974, totaling
$206,390,488. At year end the Bank's

total portfolio of Single-family home
loans amounted to $1.49 billion.
Wells Fargo also had $983,231,000 in
consumer and installment loans out
standing at year end.

With the help of two important
acquisitions during 1974, Wells Fargo
expanded its coverage of the Southern
California market. Early in the year, we
purchased certain assets and assumed
certain liabilities of the Beverly Hills
National Bank. This acquisition of three
new offices provided us with additional
valued commercial and consumer
banking ties in this important Southern
California community.

In August, a merger with Commercial
National Bank of Buena Park was
consummated, giving Wells Fargo seven
additional offices with a strong consumer
orientation in the growing Orange
County market.

Four new offices were opened in 1974,

all in Southern California: Santa Bar
bara, San Diego and two in Pasadena,
one of the latter an innovative "Stage
Stop" office that is primarily a check
cashing and deposit-taking convenience.
One branch-the Sonoma Mortgage
Division office-was closed in 1974 after
the division became a subsidiary. Wells
Fargo now has 313 branches statewide,
62 of them in the southern part of the

state. During the year, the number of
Wells Fargo customers in the South
passed the 250,000 mark.

In keeping with the Bank's announced
objective of slower but higher quality
growth in the future, the Retail Banking
Division devoted considerable time in

1974 to examining its operations and
services. Plans were laid for a restructur
ing of the branch divisions to provide
for greater autonomy and responsibility
at the district level. It is believed that
this policy will permit the geographic
divisions to respond more quickly and
effectively to local conditions and
customer needs.

In another move to use our compre
hensive financial skills, and inspired by a
highly succ~ssiul ~ctivity of Beverly

Hills National Bank, Wells Fargo will
accelerate the activities of its Entertain
ment Division. This group is geared to
provide financial services to high income
earners in the entertainment industry,
sports and the professions-a group of
people with unusual financial and
banking needs.

To enhance basic banking service
statewide, Wells Fargo in 1974 largely
completed installation of 1,700 finger-tip
computer terminals at teller stations in
its branches. With the new system,
tellers can now obtain instantaneous
account information for customers
without leaving their stations, regardless
of whether the customer is in the office
where his or her account is carried. The
new system will enable us to provide
substantially faster customer service.



CORPORATE. 'BANKING
Activities of the Corporate Banking
Group comprise a key element in imple
mentation of the Bank's overall policy
of restraining asset growth. In 1974, the
group devoted considerable attention
to loan profitability rather than toward
increasing loan volume. As a result,
the size of the Bank's corporate loan
portfolio rose very little over year-end
1973 totals.

This emphasis was not only in
response to the Bank's strategy of slow
ing asset growth, but was also attribut
able to the restrictive monetary policy
adopted early in the year by the Federal
Reserve in its effort to combat inflation.

Inflation and the prospect of higher
interest rates in the spring of 1974

caused business firms to flock to banks
and the money markets to borrow funds
before prices and rates rose further.
After mid-March, loan demand soared
and the prime rate, in company with
other short-term interest rates, began
moving upward. The prime rate hit
12 per cent in early July and remained at
that level until late October; rates on
other money market instruments peaked
in August and September and then
be\!'an moving downward.

High loan demand and high money
market rates-coupled with tight
money-required that the Corporate
Banking staff give exceptionally careful
attention during the year to the quality
and profit potential of all components of
the corporate loan portfolio.

A valuable tool in this effort was the
Corporate Account Profitability System
(CAPS), which was developed and put
in place in 1973 as a step toward new
corporate loan pricing techniques. Dur
ing 1974, the capabilities of this
computer-based system enabled our cor
porate loan officers to examine existing
and prospective corporate relationships
for true profitability over a period of
time and in varying economic conditions.
Wells Fargo will increasinglv use CAPS

Wells Fargo's Corporate Banking
Group makes commercial

loans for all purposes to large
national companies head
quartered throughout the

United States and to major
local and regional companies
headquartered in California.

Projects being financed range
from electronics to trans

portation to thermal energy.

analysis to establish loan programs and
prices for corporate customers that
meet mutually suitable objectives of
responsiveness to the customer and
a fair return for the Bank.

Corporate Banking in 1974 also
stressed development of officers who are
industry specialists. This ongoing effort
is designed to enable Wells Fargo to
better anticipate and serve the needs of
particular types of companie"...s~.__

Money market supply and demand
pressures during the year caused the
Corporate Banking staff to focus atten
tion on fee-based services, such as those
provided by the Securities Industry
Department.

The Securities Industry Department
generated fee income amounting to
$2.5 million in 1974. This group makes
loans to brokers, handles securities
drafts and processes all securities trans
actions for Wells Fargo and its cus
tomers. The Special Industries Group,
which deals exclusively with high
t~c~nology companies that appear to

have outstanding potential for growth
and success, also had an active and
profitable year.

During 1975, the Corporate Banking
Group will continue to gear its efforts
toward quality loans, more precise pric
ing policies and increased fee income.
Growth in the corporate loan portfolio
will continue to be restrained as the
Bank works toward the goal of limited
asset growth in 1975.



INTERNATIONAL
BANKING
The year 1974 presented a complex
environment for international bankers.
Affecting global financial patterns were
worldwide inflation, floating exchange
rates, the strong increases in world oil
prices, concomitant inflows of sizable
amounts of funds to oil-producing
nations and high interest rates. These
conditions combined to create a difficult
atmosphere. Some banks in several
nations suffered foreign exchange losses,
and a few banks failed during this period.

Three German banks collapsed during
1974, with repercussions at banking
institutions in many countries. The most
significant impact was felt following
the collapse of Bankhaus J.D. Herstatt
in Cologne, Germany. Wells Fargo had a
deposit of $3 million with this bank,
$1.5 million of which was charged to
earnings in the third quarter, resulting
in an after-tax loss of about 3.5 cents
per share in the quarter's earnings.
Wells Fargo expects to recover the
remaining $1.5 million.

Wells Fargo's International Division
had a profitable year, despite these
disruptive conditions. The division con-
y .... __ ......... L ....... '-': _ ......... ,... _ ..... • ~._ .... ••

tributed nearly $6 million to the Bank's
after-tax profi ts in 1974. The Bank's
policy of increasing fee income was
implemented by placing emphasis on
such services as letters of credit, collec
tion and export financing. Consequently,
documentary business increased sharply
and helped to generate growth in demand
deposits from $80 million in December
1973 to $140 million at the end of 1974,
an increase of 75 per cent.

Other new services also contributed to
the demand deposit gain. One of these
was the Wells Fargo Bank International
Money Order, introduced in mid-1973.
It is now being sold by all our branches
and by 23 of our correspondents
around the world.

In keeping with the Bank's emphasis
on increased fee income, International
Banking again stressed syndicated loan
projects during the year, and was able to
organize four syndications amounting
to $193 million.

Our major international acquisition in
1974 was a 15 per cent interest in Credit
Chimique, a privately held $700-million
commercial bank headquartered in Paris.

The International Division has
for many years provided foreign
trade financing and other services
from its San Francisco head
quarters office, and in the past
decade has expanded its activities
abroad to include three branches
and 12 representative offices.

Our partners in Credit Chimique are
Compagnie Francaise des Petroles and
Pechiney Ugine Kuhlman, which are two
large French industrial concerns, and
Commerzbank in Germany. Despite
rigid credit controls in France, Credit
Chimique was able to attain its profit
targets for the year.

One of the key investments made by
Wells Fargo in 1973-Allgemeine
Deutsche Credit-Anstalt (ADCA)-is
a $1.2-billion institution with branches in
most of the principal cities of Germany.
In 1974, ADCA expanded its nationwide
system by opening a branch in the
important city of Hamburg. Although
1974 was an unusually difficult period
for German banking, ADCA had a
satisfactory year.

Western American Bank, based in
London, is a consortium bank in which
Wells Fargo holds a 22.5 per cent
interest. Several steps were taken during
the year which were designed to enable
Western American Bank to more effec
tively cope with the deterioration in
international financial markets. These
steps included a suspension of unprofit-

able bond trading, the closing of the
Luxembourg and Zurich offices and a 30
per cent reduction in staff. The share
holder banks, including Wells Fargo, also
purchased a substantial portion of
Western American Bank's loan portfolio
to assist it with its liquidity needs.
Close coordination was maintained
throughout the year between Western
American's shareholders and its manage
ment, and Western American Bank was
able to report profits for the 1974
operating year higher than those for the
same period in 1973.

To increase our global recognition and
provide a convenience to European
investors, Wells Fargo & Company
during 1974 listed its shares on The
Stock Exchange in London and on the
Frankfurter Boerse.

In November 1974, Wells Fargo
opened a new Iberian Peninsula Repre
sentative Office in Madrid to serve
international customers in both Spain
and Portugal. This brings our total num
ber of overseas representatives to 12.



TRUST&
INVE5TMENT SERVICES
Trust Division fee income increased 7.2

per cent in 1974 to $16,066,000. In
common with other areas of the Bank,
the division is accelerating its efforts to
develop and market fee-producing
services.

Two important forums were held
during the year to inform corporate
executives and professional financial
advisors about Wells Fargo's capabilities
in trust business. A one-day pension
seminar was held in Chicago in March
for corporate executives involved in
supervision of pension funds of more
than $7 billion in assets. It was designed
to provide them with the latest thinking
on the investment process, the expanding
role of the financial consultant and the
recent pension legislation.

The second gathering was a continua
tion in Southern California of a
long-standing and successful tradition
initiated by the Trust Department of
Beverly Hills National Bank and, since
our acquisition of its assets, now
sponsored by Wells Fargo. It is an annual
estate planning forum for attorneys,
accountants and insurance under
writers, which was held December 4 in
Beverly Hills. Some 1,200 persons
attended the 1974 forum.

During the year, Wells Fargo began
using the services of The Depository
Trust Company, a leading nationwide
securities clearing house wholly-owned
.............. .a,."L ...... "'-': ........ ..-. _ ......... __ •• ._

by the New York Stock Exchange.
Wells Fargo was the first California bank
to use the firm's services. It is a part
of the ongoing effort to provide our
customers with the most efficient
handling of their securities.

Another step toward increased
customer service was the launching in
1974 of a quarterly bulletin entitled
"Investment Funds Perspective." This
publication is sent to all customers
whose accounts utilize our Common
Funds. Late in the year, the Trust
Division made some administrative
changes to bring together and better
coordinate as many as possible of the
division's family-related account
relationships. The customer-oriented
review of the division's functions and
services that prompted these moves
will continue in 1975.

The Bank's Trust Division
administers estates and personal

trusts; provides custody and
investment advisory services

for individuals, corporations and
non-profit organizations;

and administers pension and
profit-sharing funds. Two

unusual projects are supervision
of a ranching operation and
investment advisory service

for the Northwest Alaska Native
Association.

Our Wellsplan service-which pro
vides advice to individual and corporate
customers on tax planning, insurance
and special investments-continued to
make progress during 1974. On the
advice of Wellsplan, investors have now
acquired nearly $9 million of investment
assets, including $2 million in oil and
gas interests.

The Real Estate Equity commingled
fund and the Wells Fargo Index Fund for
employee benefit trusts both made
further progress during the year.

WELLS FARGO
INVESTMENT ADVISORS
In a major reorganization oriented to the
markets and clients that it serves, the
former Financial Analysis Department
became a profit center and an operating
division of the Bank in 1974 and was
renamed Wells Fargo Investment
Advisors. The new division continues to

work closely with the Trust Division,
whose customers it serves. Its investment
services include the management of
portfolios for personal and institutional
clients, investment advisory services for
other asset managers and financial
advisory services in the field of corporate
finance.

In the area of portfolio management,
the division advanced its work on the
control of risk, the allocation of assets
and the valuation of securities in the
portfolios under its direction. Its disci
plined approach to investment manage
ment, with emphasis on diversification
and explicit orientation to client
objectives, continued to show favorable
results.

During the year, Investment Advisors
extended the marketing of its Corporate
Advisory Service to business firms
needing assistance in corporate finance.
The group advises companies on the
value of their businesses, on proposed
acquisitions and mergers, on capital
structure and financing requirements,
and on dividend policy and the cost of
equity capital. The service encompasses
a full spectrum of advisory activities,
from analysis and planning to detailed
recommendations and guidance in
program implementation.

Investment Advisors also expanded
the product line and marketing staff of its
Institutional Counsel Service during
1974. This group sells Wells Fargo's
investment research, economic and
market information, and portfolio man
agement advice to other asset managers.
Its activities include an annual seminar
at the Bank's Head Office for current and
potential customers.



COMMITMENTS
TO THE COMMUNITY
Banks are deeply involved in the eco
nomic livelihood of the nation, and have
a special responsibility and special
opportunities to fulfill their role as
corporate citizens.

Exemplifying its belief in this
philosophy, Wells fargo in 1974 contin
ued to study, improve and expand its
many programs that affect our society,
our fellow citizens and the communities
served by the Bank.

In the important area of equal
opportunity in employment, for instance,
the Bank has a moving five-year
Affirmative Action Program, which is
updated each year. The current program
runs through December 1979. Its goals
call for minorities to represent over 38
per cent of all staff members by 1979,
compared with 28 per cent currently;
more than 40 per cent of all officers
to be women, compared with 36 per cent
today; 18 per cent of its officers to be
minorities, compared with just under 12
per cent now; and for the Bank to have
45 women vice presidents and 36
minority vice presidents at the end of
1979, compared with eight of each
currently.

The total staff at Wells fargo Bank
at the end of 1974-on a full-time
equivalent basis-was 11,730.

..., , .l .Ll "' _ ~_••

In order to meet these goals and to
help staff members qualify for expanded
responsibility and promotion, the Bank
in 1973 started a Career Development
Program to accelerate the advancement
of minority and women officers, and
to aid non-officers whose upward
mobility has been restricted because
of lack of educational skills and English
language handicaps. A total of 76 staff
members have gone through the Career
Development Program. The Bank's
Urban Affairs Training Center, estab
lished in 1968, conducts special training
programs known as Job Education
Training for disadvantaged minorities.

Wells fargo has one of the most
successful and long-standing minority
small business loan programs of any
bank. The bulk of these-669 loans
totaling over $26 million-are with the
participation of the Small Business
Administration. However, 164 loans
totaling $4.2 million have been granted
directly by Wells fargo to small
minority-owned business firms. These

are not all our loans to businesses
owned by women or minorities, of
course, but represent those that do not
meet our regular credit standards. for
many years, the Bank has also supported
the banking industry's job and economic
development corporations in major
cities in California.

At the end ofl.974, Wells fargo had a
portfolio of student loans that amounted
to more than $56 million, representing
loans to some 30,000 students.

The Bank's Low Income Finance
Terms, or LIFT, program is designed to
provide installment loans to low income
borrowers. At year end, LIFT had 767
loans outstanding totaling nearly
$960,000.

In the environmental area, Wells
fargo has a number of continuing
programs and some relatively new
efforts. About 90 per cent of the Bank's

data processing waste paper is sold for
recycling and many internal and external
forms are printed on recycled paper.
Wells fargo was the first bank to adopt
bagasse, a sugar cane by-product, for
all check printing.

for energy conservation, well over a
year ago the Bank eliminated all lighted
outdoor billboards from its advertising
program and has scaled down the use
of illuminated signs and interior lighting.
The energy conservation efforts reduced
the Bank's energy consumption by about
20 per cent in 1974.

During the year, the Bank with the
help of an outside consultant undertook
a consumer affairs program in which
all public contact functions and inquiry
handling practices are being examined
to pinpoint areas where improvements
can be made. In addition, Wells fargo
has a Corporate Responsibility Commit
tee that consists of 12 officers, as well
as a full-time staff assistant. The
Committee's mission is to examine any
area of Bank operations and policies that
affect the individuals and communities
we serve. Areas the Committee is
currently studying include real estate
loan policies, employment of the
handicapped and of individuals with

Wells Fargo has long been one
of the leading banks in the
area of corporate social respon
sibility. Among programs being
implemented are those in job
training and career development
for the disadvantaged and
financing of small business firms
for minorities.

arrest or conviction records, consumer
education, corporate contributions and
employee charitable solicitation poli
cies, and collection and default
procedures.

Among Committee recommendations
that have been adopted is a Minority
Purchasing Program, in which various
purchasing units have pledged that a
portion of their budgets will be used for
buying goods or services from minority
firms. Resulting from another recom
mendation, the Bank adopted an
educational gift-matching program in
1974 in which it matches employee
gifts-up to a $500-per-year limit. Since
inauguration of this program in June,
employees have contributed a total of
$10,502 to 74 educational institutions
in 24 states, an amount that has been
matched by the Bank.

Acting on another Committee recom
mendation, 16 members of the Board
of Directors and senior management
participated in a full-day pilot seminar in
November conducted by the Graduate
Theological Union in Berkeley, to
examine ethics in business.

In briet Wells Fargo has a wide range
of programs under way aimed at actively
promoting economic and social well
being for Californians. The Bank is con
tinually seeking ways to fulfill its
commitment to the community and to
bring benefits tn rlll riti7pnc



WELLS FARGO LEASING
CORPORATION
Wells Fargo Leasing Corporation became
involved in equipment leasing for a
number of energy development projects
in 1974, in locations as widely separated
as Montana, Louisiana and the North
Sea. For the year, the corporation con
tributed more than $1.2 million to
earnings.

Currently, the leasing company has
$132 million in lease receivables out
standing, and the volume has been
steadily increasing. The company concen
trated its efforts during the past 12

months toward developing business
relationships with medium-size Califor
nia corporations. In this undertaking,
leasing company executives worked
closely with the Bank's branch officers.

Wells Fargo Leasing has offices in
Los Angeles, San Francisco, New York

Wells Fargo & Company, a one
bank holding company formed
in 1969, has subsidiaries in
a variety of fields. Most active
in 1974 were those involving real
estate projects and equipment
leasing. WeIls Fargo Leasing has,
for instance, leased the first
three-dimensional brain scanner
in Northern California.

outstanding loans declined to $243

million at year end, compared with $256

million at the end of 1973.

The management fees received by the
advisors from the trust declined to
$1,374,000 in 1974, compared with
$2,347,000 in the previous year. The
advisory fee income is determined by a
formula which relates to the net income
of the trust.

Wells Fargo Realty Advisors has
offices in Los Angeles, San Francisco,
Phoenix ;mrl Hnl1c:tr".,

oriented activities. Wells Fargo Mortgage
Investors is listed on the New York
Stock Exchange and had loan commit
ments totaHng $268 million on Decem
ber 31, 1974. Because of the uncertainties
facing the real estate industry, the
trustees decided early in 1974 to restrict
the growth of the trust. As a result.

WELLS FARGO REALTY ADVISORS
Wells Fargo Realty Advisors was also
affected by the complex economic
environment and the particular problems
faced by the construction and real
estate industries. This subsidiary, which
provides advisory services on a fee basis
and maintains a loan portfolio for its
own account, contributed nearly $1.03

million to parent company earnings
in 1974.

This subsidiary was formed in 1970 to
advise Wells Fargo Mortgage Investors,
as well as to conduct other real estate

In this troubled environment, Wells
Fargo Mortgage Company (formerly the
Sonoma Mortgage Company Division
of the Bank) completed its first full year
as a subsidiary, and generated $1.1

million in earnings. As a subsidiary, the
company now has greater flexibility in
its investments and is permitted to
expand into other states.

Despite the difficulties faced by the
real estate industry in 1974, Wells Fargo
Mortgage Company originated $140

million in loans, down from the 1973

figure of $155 million in new mortgage
loans. At the end of 1974, the company
was servicing 47,000 mortgage loans,
amounting to more than $970 million, for
about 225 investors.

The mortgage company established an
insurance agency during the year, which
offers health, accident and mortgage
redemption insurance to borrowers
whose property does not exceed four
units. This agency is already contribut
ing to profi ts and has excellent potential

f?~_~!_O~_t?..:_ ..._. . _._

Wells Fargo & Company is the parent
not only of Wells Fargo Bank, but also of
a group of subsidiaries active in fields
related to banking. These non-bank
subsidiaries manage a real estate invest
ment trust; originate, arrange financing
for and handle servicing of real estate
loans for investors; and provide equip
ment lease financing, data processing
and securities clearance services.

During the year, the subsidiaries con
tribu ted $3,846,000 in net profi ts to
the parent company, or 7.69 per cent of
income before security losses.

At the end of 1974, Wells Fargo's
non-bank subsidiaries were capitalized at
$60,157,000, of which $32,657,000 was
equity and $27,500,000 was subor
dinated debt. Assets were $303,402,000.

Overall, these subsidiaries were in
excellent capital position as compared to
similar organizations in the financially
related industries in which they compete.

WELLS FARGO MORTGAGE
COMPANY
The year 1974 was an extremely difficult
one for the mortgage banking industry.
High interest rates on alternate types of
investment drew funds away from
institutions that normally provide most
of the nation's construction and real
estate loans. By year end, an easing in
interest rates had begun and funds were
flowing back into mortgage lending
firms, but at the same time the economic
slump had caused business firms and
commercial developers to scale back their

summary of
non·banKoperations
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management's analysis offinancial operations

WELLS FARGO & COMPANY
COMPARATIVE COMBINED BALANCE SHEETt
NON-BANK SUBSIDIARIES ONLY (IN THOUSANDS)

DECEMBER 31
1974 1973

tUnuudited.

WELLS FARGO & COMPANY
COMPARISON OF NON-BANK SUBSIDIARIES' PROFITt
1974 & 1973

[.

~_ t _

INTEREST EXPENSE
Interest expense went up at a faster pace
than interest income in 1974 and 1973.

However, the increase was much larger
in 1973 as compared to the previous
period because the average rates paid on
funds were rising more rapidly in 1973

than in 1972, and because in 1973 it was
necessary to fund a portion of earning
assets with high-cost deposits, borrowed
funds and commercial paper. In 1974,

average passbook savings-paying the
5 per cent rate-and average demand
deposits increased moderately, and this
helped to mitigate somewhat the rise in

INTEREST INCOME
From 1972 to 1973, the growth in interest
income came from both an increase in
earning assets and higher yields as
shown in Table II. Except for deposits
placed by overseas offices, the same pat
tern continued in 1974 although the
earnings gain came more from improved
yields than from asset gain. In the case
of overseas deposits, the average volume
declined from 1973 to 1974, but the yield
on these deposits increased sufficiently
to offset the volume decline, resulting in
an incrp.3sp. in ;nrnrnp n"pr 1 0'7')

securities, to make these figures com
parable to taxable items. Table I shows
that the growth in income before security
gains or losses between 1972 and 1973

benefited from the same percentage
increase in both interest margin and
non-interest income. The pattern was
different between 1973 and 1974 when
the growth in interest margin was three
times as large as in the previous y~ar

while non-interest income showed a
modest decline. The favorable impact of
the increases was lessened in both
periods by increases in other types of
operating expenses.

INCOME STATEMENT
The Income Statement (Table I) shows
items of income before security gains or
losses as well as expense items for the
years 1972 through 1974. All items are
adjusted to a taxable-equivalent basis,
which means sums have been added
to non-taxed items, primarily municipal

Wells Fargo & Company's 1974 perform
ance demonstrated the success of the
policies, adopted late in 1973, of slowing
asset growth and improving operating
ratios and earnings. Guided by this
strategy, the Company grew solidly but
under controlled conditions in 1974

and displayed sufficient flexibility to meet
the year's unusual economic demands.

Highlights for 1974 include:
Per share earnings before security

gains or losses increased 12.4 per cent
from the previous year.

Average passbook savings registered
a 9.1 per cent gain over 1973, increasing
the Bank's statewide market share of
passbook savings and reducing the over
all cost of funds.

Assets-controlled in accordance with
the announced policy-increased 7.7

per cent from 1973. This compared to
a 'gain of 30.7 per cent in 1973 over 1972.

The provision for loan losses was
increased 95 per cent above the 1973

provision, a result of the uncertain
economic and financial climate.

The general banking environment has
altered dramatically in recent years
with drastic changes in the prime rate, in
asset yields and the cost of funding
those assets. To meet the changing condi
tions, Wells Fargo and the financial
community at large have made successive
planning and strategy adjustments
which themselves have served as agents
of change. For these reasons, and in the
interests of supplying information to
assist individual assessments of the
Company's performance, a detailed
review of key financial data is being pro
vided. The text which follows has been
designed to assist with analyses of the
Six-Year Summary of Operating State

ments on pages 26 and 27.

19731974

EARNINGS EARNINGS
NET PER NET PER

INCOME SHARE INCOME SHARE
(IN THOUSANDS) (IN THOUSANDS)

reorganization during the year, when
its primary operations were brought back
into the Bank.

In 1974, Wells Fargo & Company
withdrew applications with regulatory
authorities for approval of the acqui
sition of an auto leasing company
and the formation of an agricultural
finance subsidiary. The decision to
withdraw the applications was consistent
with Federal Reserve policies discourag
ing further expansion of bank holding
company activities at this time.

Wells Fargo Mortgage Company $1,116 $0.056

Wells Fargo Realty Advisors 1,029 0.052 $1,148 $0.058

Wells Fargo Leasing Corporation 1,212 0.061 592 0.030

Wells Fargo Realty Services, Inc. 28 0.002 66 0.003

Wells Fargo Securities Clearance 461 0.023 571 0.029

Wellsco Data * * 487 0.025

Subsidiary Total $3,846 $0.194 $2,864 $0.145

Per Cent Contribution
to Wells Fargo & Company
Income before Security Losses 7.69% 6.49%

*Mujor operations retllmed to Bank orgunizution in 1974. tUnul/dited.

OTHER SUBSIDIARIES
Wellsco Data Corporation, a data
processing subsidiary that primarily
";,~'!<':i ~'Y.p)!~ l:."r_'>() R:mk. l~nderwenta

WELLS FARGO SECURITIES
CLEARANCE CORPORATION
Wells Fargo Securities Clearance
Corporation, located in New York City,
handles the security clearance operations
of Wells Fargo Bank as well as some of
the Bank's major customers.

In a year of uncertainties in the stock
market and declining volume, the com
pany was less active than in the past.
Its contribution to profits in 1974 was
$461,000, compared with more than
$500,000 in 1973.

$ 19,160 $ 27,206

158,542 47,130

111,646 69,204

9,157 5,961

821 502

4,076 2,248

$303,402 $152,251

$176,775 $ 47,680

50,720 31,770

15,750 16,000

27,500 27,500

$270,745 $122,950

$ 960 $ 960

23,007 23,007

8,690 5,334

32,657 29,301

$303,402 $152,251

Stockholders' Equity
Capital Stock
Capital Surplus
Retained Earnings

Liabilities
Advances from Wells Fargo & Company
Accrued Expenses and Other Liabilities
Long-Term Debt
Long-Term Subordinated Debt

Payable to Wells Fargo & Company

Total

Assets
Cash and Short-Term Investments
Loans (Net of Reserves)
Direct Lease Financing
Accounts Receivable
Premises and Equipment
Other Assets

Total Assets

Total Stockholders' Equity

Total

WELLS FARGO REALTY
SERVICES, INC.
In 1974, Grayco Land Escrow, Ltd.,
changed its name to Wells Fargo Realty
Services, Inc., in order to heighten its
identification with the parent company.
The firm is a leading corporate trustee in
the recreational real estate industry.
Currently, it provides service to 80 recre
ationalland developers accounting for
more than $200 million in receivables. In
addition, it performs specialized data
processing services for the real estate
industry.

The firm was acquired in 1972 to
provide Wells Fargo with a vehicle to
service and monitor loans or notes
secured on recreational land and second
homes. However, in view of the current
energy shortage and environmental
concerns, this type of lending has not
_ ....1'"otr~...•....... • .._ t-·,....~ ~I· .. 'I ...
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high cost borrowings to fund incremental
asset growth. The Company expects to
continue these policies throughout 1975
and the years ahead.

Also up from 1972 and 1973 levels
were net occupancy and equipment
expenses. The increase was expected in
view of Wells Fargo's continuing com
mitment to retail banking. At the end of
1974, statewide offices totaled 313,
compared to 1973's 300 and to 1972's
296. Seven of the new 1974 offices were
added as a result of the merger of
Commercial National Bank of Buena Park
with Wells Fargo Bank, and three more
offices were obtained when Wells Fargo
Bank purchased certain assets and certain
liabilities of Beverly Hills National
Bank. Expenses were also boosted by the
relocation in late 1973 of the Data Proc
essing Division into new quarters at
First and Market Streets, San Francisco;
and the openings in late 1973 of new
regional staff headquarters in Oakland
and corporate headquarters in downtown
Los Angeles. The year-to-year increases
in equipment expenses result from a
general upgrading of equipment and
from purchase of additional equipment
to meet the expanding volume of work.
Only moderate increases in net occu
pancy and equipment expenses are
expected over the next few years.

Items of expense which are included in
the "Other Expense" in the Six-Year

Summary of Operating Statements for
1974 have increased notably over 1973
levels. The increase can be attributed to
the higher costs of utilities, supplies and

Net Taxable Equivalent Interest Income
as a Percentage of Earning Assets

Earning Assets in
Billions of Dollars

OTHER OPERATING EXPENSES
The inflationary price trend influenced
expenses markedly in 1973 and 1974, even
though general cost control procedures
were in effect throughout these periods.
In addition to the normal merit salary
increases and staff additions, personnel
expenses increased because of special
salary adjustment programs, more com
prehensive medical benefits and addi
tional fringe benefits designed to help
employees keep pace with the rising cost
of living.

The other items included in "Other
Operating Income" varied significantly
between 1973-1974. Fees for banking
services increased from the previous
year whereas foreign exchange income,
income from foreign equity investments,
service fees from data processing
consulting and real estate management
fees declined.

EARNING ASSETS AND
NET INTEREST INCOME

$7

$6

$3
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3.71% 3.81%

1969 1970 1971 1972 1973 1974

Trust fees for the most part are based
on the market value of the assets
held in trust. The 14.3 per cent increase
in trust fees from 1972 to 1973 resulted
primarily from an increase in trust
business. While the fees generated in
1974 were depressed due to the lower
market value of assets, fees from new
trust accounts and from clients added
through the acquisition of Beverly Hills
National Bank in January helped to
improve the trust revenue for 1974.

1974. The increase in service charge
income from 1972 to 1973 stemmed
primarily from the success of the Wells
Fargo Gold Account, the first package of
consumer banking services which was
introduced early in 1973 by Wells Fargo.
Other major banks quickly followed
Wells Fargo's lead with the result that
competition for the individual customer's
deposits has been unusually keen
throughout 1974. The Gold Account
met the competition squarely and had
substantial increases in volume and
income for 1974.

1ST 2ND 3RD 4TH 1ST 2ND 3RD 4TH
1973 1974
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Investments

Average Prime
Rate for Quarter

Loans

SELECTED ASSET YIELDS
(Taxable Equivalent Basis)

OTHER OPERATING INCOME
The "Other Operating Income" figures
shown in Table I are a total of the non
interest income items-on a taxable
equivalent basis-detailed in the Six-Year

Summary of Opemting Statements.

Service charges on deposit accounts
primarily those of individual depositors
were the largest single non-interest
item of income in 1972, 1973 and

MARGIN ANALYSIS
As interest expense rose because earning
assets had to be funded with increas
ingly costly funds, the net taxable
equivalent interest income declined as a
per cent of earning assets from 1970
through 1973. Between the end of 1972
and 1973, for instance, net interest
income dropped from 3.28 per cent of
earning assets to 2.76 per cent. Although
the decline had a negative impact on
earnings, the rise in earning assets in the
same period was more than enough to
offset the impact.

The pattern changed in 1974, and net
interest income as a per cent of earning
assets increased to 3.11 per cent. This
was primarily because of the increase in
yields coupled with slower growth in
earning assets. Earning assets increased
only 13 per cent in 1974, compared
to a 31 per cent increase in 1973 and a 19
per cent increase in 1972.

The Company's strategy to constrain
the growth of earning assets while
improving the net yield on those assets
has proved successful, even though the
unfavorable financial climate and heavy
loan demand made 1974 a difficult time
to institute new policies. Implementation
of the strategy has resulted in the fund
ing of higher yielding assets, a reduction
of activities in lower yielding areas of
banking operations, and less reliance on

TABLE I • INCOME STATEMENT: TAXABLE-EQUIVALENT BASIS TABLE II· USES OF FUNDS: AVERAGE BALANCES & TAXABLE-EQUIVALENT YIELDS

1974 PERCENTAGE 1973 PERCENTAGE 1972 1974 1973 1972

(IN THOUSANDS) CHANGE (IN THOUSANDS) CHANGE (IN THOUSANDS) AMOUNT YIELD AMOUNT YIELD AMOUNT YIELD

INCOME FROM:
(IN MILLIONS) (IN MILLIONS) (IN MILLIONS)

Loans and Leases $793,513 41.0% $562,725 60.8% $349,903 CASH AND DUE FROM BANKS $ 1,134 $ 984 $ 893

Investments 136,054 32.5 102,657 18.1 86,894 DEPOSITS PLACED BY OVERSEAS OFFICES 772 8.69% 963 6.39% 640 4.83%

Other Interest 78,479 11.6 70,302 111.2 33,291 INVESTMENT SECURITIES:

Total Income from Earning Assets 1.008,046 37.0 735,684 56.5 470,088
U.S. Treasury Securities 239 6.58 346 5.96 341 5.64

LESS INTEREST EXPENSE:
Securities of Other u.s. Government

Interest on Deposits
Agencies and Corporations 610 6.85 444 6.35 232 5.48

520,442 41.6 367,592 69.6 216,689 Obligations of States and Political Subdivisions 760 9.09 594 7.46 715 7.20
Interest on Borrowed Funds 155,728 43.9 108,228 350.3 24,032 Other Securities (Excluding Equity Investments) 116 8.15 130 7.36
Interest on Long-Term Debt

62 5.68
17,784 41.1 12,602 114.0 5,890 TRADING ACCOUNT SECURITIES 109 10.47 112 7.85 43 5.58

Total Interest Expense 693,954 42.1 488,422 98.1 246,611 FUNDS SOLD 148 9.34 32 7.94 59 4.92

NET INTEREST MARGIN 314,092 27.0 247,262 10.6 223,477 LOANS AND LEASES:

PLUS OTHER OPERATING INCOME 64,096 (3.1) 66,128 10.5 59,843 *Commercial Loans (Net of Overdrafts) 3,150 11.42 2,892 8.82 2,283 6.55

LESS OTHER OPERATING EXPENSE 267,638 21.6 220,091 10.8 198,667 *Real Estate Loans 2,100 8.31 1,738 7.79 1,393 7.44

INCOME BEFORE INCOME TAXES 110,550 18.5 93,299 10.2 84,653
*Consumer Loans (Net of Unearned Discount) 988 11.51 787 10.23 579 10.07

INCOME TAXES ON A FULL-RATE BASIS 60,476 23.0 49,180 7.9 45,559
Loans of Overseas Offices 941 11.91 807 9.65 421 7.13

INCOME BEFORE SECURITY GAINS OR LOSSES 50,074 13.5
Direct Lease Financing 168 11.63 109 10.31 58 9.26

44,119 12.9 39,094 ALL OTHER ASSETS 556 431 334
TOTAL $11,791 $10,369 $8,053

-"-'r--~.~."....... ,.... ...... -....... "-> 1 I ~ *Yields computed on an all-inclusive basis (including loan fees).
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TABLE III • SOURCES OF FUNDS : AVERAGE BALANCES & RATES PAID
1974 1973

Net loans written off to the reserve
for loan losses during 1974 totaled $21.1

million compared to $10.9 million in
1973 and $9.1 million in 1972. The
following paragraphs discuss the losses
in the various loan categories.

For commercial loans, write-offs in
each of these years were: $10.6 million in
1974, $6.5 million in 1973 and $6.2 mil
lion in 1972. The losses in 1974 were not
concentrated in any particular industry.
Recently, there has been widespread
news coverage of problems experienced
by real estate developers and companies
involved in real estate related activities.
Wells Fargo & Company has unsecured
loans outstanding to real estate related
companies and real estate investment
trusts. These loans are included in com
mercialloans and loans of overseas
offices. Losses to date on these loans
have been minimal.

Net losses on monthly payment loans
totaled $4.5 million in 1974, $2 million
in 1973 and $1 million in 1972. Much of
the increase in losses from 1973 to 1974

was attributable to a combination of
50ft used car prices, a very slow mobile
home market and a practically non
existent market for recreational vehicles
resulting in losses from resales of
repossessed vehicles.

Income Before Securities Gains or
Losses in Millions of Dollars

Dividends Declared During the Year
in Millions of Dollars

reserve during 1974. If economic con
ditions continue to deteriorate, it is likely
that the loan 1055 provision as well as
the net loan 1055 write-offs will increase.

As of any given date, Wells Fargo &
Company, along with other financial
institutions, has loans outstanding to
corporations which are experiencing
varying degrees of financial difficulty.
Such loans, in the aggregate, usually
exceed the valuation portion of the
reserve for loan losses. The management
of the Company believes, however, that
the valuation portion of the reserve for
loan losses is adequate to cover any
potential losses.

INCOME AND DIVIDENDS

II
II

$SO

$ss

1969 1970 1971 1972 1973 1974

In 1974, the moving average formula
indicated a provision for loan losses of
$15.2 million compared to $11 million in
1973 and $7.9 million in 1972, but the
management of the Company determined
that the provision needed to be increased
by approximately $6.3 million because of
economic conditions and to fully provide
for the net loan losses charged to the

TABLE IV· QUARTERLY HISTORY
1972

INCOME
AMOUNT RATES

DIVIDENDS DIVIDENDSPER SHARE BEFORE
PRICE OF THE STOCK*(IN MILLIONS) PAID

PAIDSECURITY GAINS NET INCOME DECLARED
$ 2,136 OR LOSSES PER SHARE PER SHARE PER SHARE HIGH LOW END OF PERIOD

1,736 4.01%
First Quarter -1973 $ .52 $ .52 $ .215 $ .215 $291/2 $22% $22%

902 5.34
Second Quarter-1973 .57 .57 .215 .215 241/2 19% 23%

315 5.20
Third Quarter -1973 .55 .55 .24 .215 243/1 20 23%

555 4.73
Fourth Quarter-1973 .61 .57 .24 .24 26 20% 22%

1,062 5.31
Fiscal-1973 $2.25 $2.21 $ .91 $ .885 $291/2 $19% $22%

324
4 4.33

First Quarter $ $ .51 $ .24 $ .24 $27 $22% $25%-1974 .51545 4.38
Second Quarter-1974 .66 .66 .24 .24 25% 15% 15%

126 4.68
Third Quarter -1974 .62 .62 .24 .24 17% 101/4 101/4

348
Fourth Quarter-1974 .74 .60 .24 .24 141/2 9% 13

$ 8,053 Fiscal-1974 $2.53 $2.39 $ .96 $ .96 $27 $ 9% $13

~Per closing quote on New York Stock Excl1nn!{e, the IJrincivn/mnrket itl 7Illtirl1 /1,0 <'M/' ;- "'-~-~

experience to the evaluations of out
standing loans made periodically by
regulatory agencies, by an internal
review department of the Bank and by
independent certified accountants.
Further, management's evaluation of the
existing loan portfolio takes into account
particular credit exposure and economic
conditions. Through this procedure,
management independently assesses the
adequacy of the loan 1055 reserve and of
the related loan 1055 provision charged to
expense.

1969 1970 1971 1972 1973 1974
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Provision for Loan Losses II
in Millions of Dollars

Net Charge-offs II
in Millions of Dollars

To maintain the valuation portion of
the reserve, the Company has since 1968

consistently followed an approved
regulatory formula which computes the
minimum provision (or reserve addition)
by multiplying average loans outstand
ing during the year by a five-year moving
average ratio. The moving average
ratio is derived by determining the
average of actual net charge-offs during
the most recent five years and dividing
this amount by the average of daily loan
balances for such period.

In addition to the formula computa
tion, the management of the Company
reviews the actual loans charged off
during the previous six-year period and
relates the previous loan charge-off

. -- -- -=

PROVISION FOR LOSSES ON LOANS

AMOUNT RATES AMOUNT RATES

(IN MILLIONS) PAID (IN MILLIONS) PAID

DEMAND DEPOSITS $ 2,503 $ 2,342
SAVINGS DEPOSITS 1,897 4.97% 1,739 4.63%
SAVINGS CERTIFICATES 1,198 7.01 977 5.76
CERTIFICATES OF DEPOSIT 1,272 10.49 733 8.41
OTHER TIME DEPOSITS 525 9.11 593 6.77
DEPOSITS IN OVERSEAS OFFICES 1,670 9.64 1,781 7.24
OTHER LIABILITIES 494 356
COMMERCIAL PAPER OUTSTANDING 115 10.65 52 8.33
FUNDS BORROWED 1,433 10.01 1,197 8.68
LONG-TERM DEBT 274 6.49 203 6.21
STOCKHOLDERS' EQUITY 410 396

TOTAL $11,791 $10,369

professional services, and to a deter
minable 1055 of $1.5 million-half of a
$3 million placement with Bankhaus
I.D. Herstatt, Cologne, Germany, which
closed in June. Wells Fargo expects to
recover the remaining $1.5 million.

The differences in income tax expense
shown in Table I compared to the income
tax expense shown in the Six-Year
Summary of Operating Statements are
primarily related to the tax-exempt
interest income earned during the year.
Tax-exempt interest income declined in
1973 from the 1972 level, therefore
the effective tax rate, which is a ratio of
income tax expense to income before
taxes, of 31.2 per cent for 1973 was
higher than the 1972 rate of 29.7 per
cent. Conversely, tax-exempt interest
income in 1974 increased over 1973,

which lowered the effective tax rate to
26.5 per cent.

PROVISION FOR LOSSES ON LOANS
The reserve for loan losses, as shown on
the Consolidated Balance Sl1eet, has three
components: the valuation portion,
deferred taxes and a contingency reserve.
Only the valuation portion is available
at any given time to absorb potential
loan losses of the Company. At Decem
ber 31, 1974, the valuation portion of
the reserve totaled $51,687,000. It was
$48,613,118 at the end of the previous
year and $48,527,095 at year-end 1972.

--'r ...._-."'=··~..·.... ""'"'· ...... ,·... 11 ...
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financial statements3.87%

4TH2ND 3RD

1974

3.41%

1ST4TH

improvement from the second quarter,
but non-interest expenses rose notably
due to the Herstatt loss, more than
offsetting the net interest increase and
decreasing the earnings per share for
the quarter below that of the second
quarter.

Early in the fourth quarter, deposit
and borrowed fund rates dropped
quickly. The prime rate descended slowly
during the quarter to 101/4 per cent at
year end. Because the prime lagged
behind borrowing rates, the spread in the
fourth quarter was favorably affected
and increased 10 per cent over the
previous quarter. Earning assets
increased by 4 per cent over the third
quarter. Non-interest income rose
modestly from the previous quarter while
non-interest expenses, principally the
provision for losses on loans, rose
significantly in the final quarter. The end
result was a most satisfactory earnings
performance in the fourth quarter.

2ND 3RD

1973
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per cent and maintaining that level until
mid-March when it began to rise. In
comparing fourth quarter 1973 with first
quarter 1974, Wells Fargo's net taxable
equivalent interest income widened
due principally to lower funding costs.
Non-interest income lagged, and non
interest expenses climbed sharply from
the earlier period combining to more than
negate the effect on net income of
the improved interest spread.

The second quarter was marked by a
precipitous rise in the prime rate. At
the same time, earning assets and the
spread between taxable-equivalent yields
and rates paid increased moderately
over the first quarter. In addition, non
interest income recovered from the low
levels of the first quarter, and tight
expense controls limited increases in non
interest expenses. As a result, the
second quarter produced better earnings
than the first quarter.

The prime rate stabilized at its all-time
high of 12 per cent during the third
quarter. Spreads, under considerable
pressure, were improved, and together
with a modest increase in earning assets
widened the net taxable-equivalent
interest income over the second quarter.

._'7"~ ~"3-2'"": :--::j.:~~c~ :i~r"rnp ~h()"Yed no

YIELD AND RATES PAID BY QUARTER

Net Domestic Taxable Equivalent Interest
Income as a Percentage of Earning Assets

Taxable Equivalent Yield on
Domestic Earning Assets

Pooled Cost of Funds
Supporting these Earning Assets

SECURITY TRANSACTIONS
Security transactions, net of the related
income tax effect, resulted in a loss of
$2,705,000 in 1974, a loss of $660,000 in
1973 and a gain of $338,000 in 1972.

The large increase in security losses in
1974 resulted from a program adopted
by the Company to gradually sell off
municipal bonds with maturities of more
than 10 years and relatively unattrac
tive yields.

QUARTERLY REVIEW-1974
In view of the extremes of change that
characterized the 1974 banking environ
ment, it is especially relevant to retrace
and examine the Company's performance
during this period as shown in Table IV.
In a climate of general uncertainty, the
prime rate climbed to 12 per cent, an
historic high. Serious problems at two
large U. S. banking organizations caused
concern in the industry.

In the opening weeks of the year, the
prime rate steadily moved downward,

Net losses on credit card loans were
$4.9 million in 1974, $2.4 million in 1973

and $1.6 million in 1972. In 1973 and
1974, the Company broadened its card
holder base. In the early stages of such
an expansion, loan losses predictably
increase. Despite these increased losses,
the overall program improved the profit
ability of the credit card operations.

Real estate loan losses were less than
$50,000 in 1974 and 1973, and totaled
about $300,000 in 1972. These modest
losses came from a portfolio that now
totals more than $2 billion in real estate
loans outstanding, largely represent
ing loans on single-family homes.

Losses on internationa110ans amounted
to $1.1 million in 1974 and less than
$100,000 in 1973 and 1972.
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CONSOLIDATED SIX-YEAR SUMMARYOF OPERATING STATEMENTS
WELLS FARGO & COMPANY AND SUBSIDIARIES (IN THOUSANDS)

ANALYSIS

CHANGE FIVE-YEAR
COMPOUND

1974 1973 1972 1971 1970 1969 1974/1973 GROWTH RATE

INCOME
Interest and Fees on Loans and Leases $ 790,964 $ 560,618 $ 348,792 $ 298,997 $ 302,974 $ 265,501 41.1% 24.4%

Interest and Dividends on Investment Securities 101,016 80,224 60,874 56,693 47,328 49,116 25.9 15.5

Interest on Deposits Placed by Overseas Offices 67,072 61,516 30,893 25,873 13,653 5,922 9.0 62.5

Trading Account Income 7,979 7,680 2,499 5,376 5,364 663 3.9 64.5

Service Charges on Deposit Accounts 24,245 21,718 20,664 20,078 19,600 17,814 11.6 6.4

Trust Income 16,066 14,984 13,112 11,409 10,745 10,101 7.2 9.7

Other Income 22,820 26,876 24,747 20,368 11,987 11,153 (15.1) 15.4

Total Income 1,030,162 773,616 501,581 438,794 411,651 360,270 33.2 23.4

EXPENSE
Salaries $ 119,777 $ 106,324 $ 96,331 $ 86,967 $ 79,923 $ 68,599 12.7 11.8

Pension and Other Employee Benefits 26,764 22,642 21,196 17,153 15,224 13,306 18.2 15.0

Interest on Deposits, Borrowings, Capital Notes and Debentures 693,954 488,422 246,611 214,843 202,470 173,435 42.1 32.0

Net Occupancy Expense 28,393 23,721 19,663 17,851 15,104 12,966 19.7 17.0

Equipment Expense 17,063 15,329 13,030 11,010 9,925 8,114 11.3 16.0

Provision for Loan Losses 21,500 11,034 7,864 6,479 5,937 5,945 94.9 29.3

Other Expense 54,633 42,018 41,302 34,821 32,400 29,670 30.0 13.0

Total Expense 962,084 709,490 445,997 389,124 360,983 312,035 35.6 25.3

INCOME BEFORE INCOME TAXES AND SECURITY GAINS OR LOSSES 68,078 64,126 55,584 49,670 50,668 48,235 6.2 7.1

Applicable Income Taxes 18,004 20,007 16,490 15,318 18,084 16,188 (10.0) 2.2

INCOME BEFORE SECURITY GAINS OR LOSSES $ 50,074 $ 44,119 $ 39,094 $ 34,352 $ 32,584 $ 32,047 13.5 9.3
Security Gains (Losses) (5,981) (1,439) 735 (10,383) 325 (44)

Related (Increase) Reduction of Income Taxes 3,276 779 (397) 5,416 (178) 25

Net Income $ 47,369 $ 43,459 $ 39,432 $ 29,385 $ 32,731 $ 32,028 9.0 8.1

INCOME PER SHARE
Income before Security Gains or Losses $2.53 $2.25 $2.10 $1.85 $1.77 $1.75 12.4 7.7

Net Income $2.39 $2.21 $2.12 $1.58 $1.78 $1.75 8.1 6.4

INCOME PER SHARE ASSUMING FULL DILUTION
Income before Security Gains or Losses $2.46 $2.18 $2.03 $1.79 $1.71 $1.69 12.8 7.8

Net Income $2.33 $2.15 $2.05 $1.54 $1.72 $1.69 8.4 6.6

AVERAGE SHARES OUTSTANDING 19,804,343 19,633,968 18,643,285 18,543,162 18,421,480 18,283,778



203,486 274,814 (71,328)
551,460 622,711 (71,251)

805,823 594,149 211,674

176,326 178,119 (1,793)

1,737,095 1,669,793 67,302

86,597 222,655 (136,058)
479,592 102,900 376,692

3,359,327 3,179,062 180,265
2,237,841 1,966,527 271,314

~

1,171,231 960,309 210,922
1,059,613 908,352 151,261

237,700 125,118 112,582

8,065,712 7,139,368 926,344

128,054 118,647 9,407
153,048 53,876 99,172
149,629 124,744 24,885
138,287 103,825 34,462

$12,675,123 $11,767,725 $907,398

CONSOLIDATED'BALANCE SHEETS
ASSETS (IN THOUSANDS)

Cash and Due from Banks
Deposits Placed by Overseas Offices

Investment Securities:
U.S. Treasury Securities

Securities of Other u.s. Government Agencies and Corporations
Obligations of States and Political Subdivisions
Other Securities

Total Investment Securities

Trading Account Securities
Funds Sold

Loans and Direct Lease Financing:
Commercial Loans
Real Estate Loans
Consumer Loans
Loans of Overseas Offices
Direct Lease Financing

Total Loans and Direct Lease Financing

Premises and Equipment
Customers' Acceptance Liability
Accrued Interest Receivable
Other Assets

Total Assets

The accompanying notes are an integral part of these statements.

DECEMBER 31,
1974

$ 1,238,589
498,520

DECEMBER 31,
1973

$ 1,164,534
1,067,383

CHANGE

$ 74,055
(568,863)

LIABILITIES AND STOCKHOLDERS' EQUITY (IN THOUSANDS)

Demand Deposits
Savings Deposits
Savings Certificates
Certificates of Deposit

Other Time Deposits
Deposits in Overseas Offices

Total Deposits

Funds Borrowed

Commercial Paper Outstanding
Acceptances Outstanding
Accrued Taxes and Other Expenses
Unearned Discount
Other Liabilities

Reserve for Loan Losses
Long-Term Debt:
41/2 % Capital Notes of Wells Fargo Bank, N.A., due 1989

31/4 % Convertible Capital Notes, due 1989
Debentures, Notes and Mortgages

Total Long-Term Debt

Stockholders' Equity:

Common Stock-$5 par value, authorized 30,000,000 shares,
outstanding 20,010,109 shares on December 31,1974 and
19,651,229 on December 31, 1973

Capital Surplus
Retained Earnings

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

The accompanying notes are an integral part of these statements.

DECEMBER 31, DECEMBER 31,
1974 1973 CHANGE

$ 2,724,560 $ 2,910,240 $(185,680)

2,005,727 1,782,181 223,546

1,311,889 1,020,201 291,688

1,894,209 775,159 1,119,050

431,885 554,889 (123,004)

1,372,020 1,974,224 (602,204)

9,740,290 9,016,894 723,396

1,395,613 1,540,802 (145,189)

179,474 60,545 118,929

153,787 53,876 99,911

147,365 106,488 40,877

106,628 90,928 15,700

130,882 120,504 10,378

116,322 113,248 3,074

50,000 50,000

18,902 20,930 (2,028)

210,138 200,736 9,402

279,040 271,666 7,374

100,050 98,256 1,794

186,504 184,483 2,021

139,168 110,035 29,133

425,722 392,774 32,948

$12,675,123 $11,767,725 $ 907,398



FOR THE TWO YEARS ENDED DECEMBER 31, 1974 (IN THOUSANDS)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS)

YEAR ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31,

1974 1973 CHANGE

INCOME
Interest and Fees on Loans and Leases $ 790,964 $560,618 $230,346
Interest and Dividends on Investment Securities:

U.s. Treasury Securities 15,726 20,594 (4,868)
Securities of Other u.s. Government

Agencies and Corporations 41,783 28,216 13,567
Obligations of States and Political Subdivisions 34,051 21,851 12,200
Other Securities 9,456 9,563 (107)

Interest on Deposits Placed by Overseas Offices 67,072 61,516 5,556
Trading Account Income:

Interest 7,258 6,617 641
Profits 721 1,063 (342)

Trust Income 16,066 14,984 1,082
Service Charges on Deposit Accounts 24,245 21,718 2,527
Other Income 22,820 26,876 (4,056)

Total Income 1,030,162 773,616 256,546

EXPENSE
Salaries 119,777 106,324 13,453
Pension and Other Employee Benefits 26,764 22,642 4,122
Interest on Deposits 520,442 367,592 152,850
Interest on Borrowed Money 155,728 108,228 47,500
Interest on Long-Term Debt 17,784 12,602 5,182
Net Occupancy Expense 28,393 23,721 4,672
Equipment Expense 17,063 15,329 1,734
Provision for Losses on Loans 21,500 11,034 10,466
Other Expense 54,633 42,018 12,615

Total Expense 962,084 709,490 252,594

INCOME BEFORE INCOME TAXES AND
SECURITY LOSSES 68,078 64,126 3,952
Less Applicable Income Taxes 18,004 20,007 (2,003)

-INCOME BEFORE SECURITY LOSSES $ 50,074 $ 44,119 $ 5,955
Security Losses Less Related Reduction of Income

Taxes of $3,276 and $779 (2,705) (660) (2,045)

Net Income $ 47,369 $ 43,459 $ 3,910

INCOME PER SHARE
Income before Security Losses $2.53 $2.25 $ .28
Security Losses, Net of Tax (.14) (.04) (.10)

Net Income $2.39 $2.21 $ .18

INCOME PER SHARE ASSUMING FULL DILUTION
Income before Security Losses $2.46 $2.18 $ .28
Security Losses, Net of Tax (.13) (.03) (.10)

Net Income $2.33 $2.15 $ .18

The accompanying notes are an integral part of these statements.

COMMON CAPITAL
STOCK SURPLUS

BALANCE DECEMBER 31, 1972 $ 97,790 $181,452

Net Income-1973
Conversion of Convertible Notes 274 1,344

Stock Issued in Exchange for
Stock of Grayco Land Escrow Ltd. 192

Cash Dividends Declared
Provision for Losses on Loans, Exclusive of Portion

Charged Against Income, Less
Related Income Tax Effect $(9,720)

Proceeds from Issuance of Warrants
Attached to Deutsche Mark Debentures 1,746

Other-Net of Tax (59)

Net Increase (Decrease) 466 3,031

BALANCE DECEMBER 31, 1973 $ 98,256 $184,483

Net Income-1974
Conversion of Convertible Notes 343 1,684

Stock Issued in Exchange for Stock
of Commercial National Bank 1,451 389

Cash Dividends Declared
Other-Net of Tax (52)

Net Increase (Decrease) 1,794 2,021

BALANCE DECEMBER 31, 1974 $100,050 $186,504

The accompanying notes are an integral part of these statements.

RETAINED
EARNINGS

$100,464

43,459

62
(17,870)

(15,880)

(200)

9,571

$110,035

47,369

536
(19,059)

287

29,133

$139,168

TOTAL
STOCK-

HOLDERS'
EQUITY

$379,706

43,459
1,618

254
(17,870)

(15,880)

1,746
(259)

13,068

$392,774

47,369
2,027

2,376

(19,059)
235

32,948

$425,722

I,



CONSOLIDATED STATEMENTS OF CHANGES IN'FINANCIAL POSITION
FOR THE TWO YEARS ENDED DECEMBER 31, 1974 (IN THOUSANDS)

SOURCES OF FINANCIAL RESOURCES
Net Income
Deposits
Long-Term Debt
Short-Term Borrowing
Other Liabilities and Reserves
Decreases in:

Deposits Placed by Overseas Offices
Securi ties (including Trading)

Total

APPLICATION OF FINANCIAL RESOURCES
Cash Dividends
Loans and Direct Lease Financing
Funds Sold
Cash and Due from Banks
Deposits Placed by Overseas Offices
Securities (including Trading)
Other Applications
Decreases in Short-Term Borrowing

Total

The accompanying notes are an integral part of these statements.

1974

$ 47,369

723,396

7,374

75,406

568,863

68,756

$1,491,164

$ 19,059

926,344

376,692

74,055

68,754

26,260

$1,491,164

1973

$ 43,459

1,604,813

84,102

969,445

85,571

$2,787,390

$ 17,870

1,585,464

77,175

129,319

534,732

342,297

100,533

$2,787,390

SUMMARY OFSIGNIFICANT
ACCOUNTING POLICIES

The accounting and reporting policies of Wells Fargo &
Company (the Company) and of Wells Fargo Bank, N.A.
(the Bank) and other subsidiaries conform to generally
accepted accounting principles and to general practice
within the banking industry. The following is a description
of the most significant of these policies.

CONSOLIDATION
The consolidated financial statements include the accounts
of the Company, the Bank and their principal subsidiaries.
Foreign branches and a foreign subsidiary are consolidated
on a line-by-line basis. Significant intercompany accounts
and transactions have been eliminated in consolidation.
Certain accounts in the 1973 financial statements have been
reclassified for comparative purposes to conform with the
1974 account presentations.

FOREIGN CURRENCY EXCHANGE ADJUSTMENTS
Gains or losses arising from foreign currency trading
operations are reported currently. Unperformed forward
contracts are valued at currently quoted forward rates, and
the resulting unrealized gain or loss is reported currently.
Actual gains or losses on forward contracts which repre
sent "swap" transactions related to lending or funding
operations are identified and accrued as interest income or
expense over the term of the contract.

Monetary assets and liabilities denominated in foreign
currencies are translated into U.s. dollars using the rates of
exchange in effect at the close of the period; non-monetary
assets and liabilities are translated using historical rates;
income statement items are translated monthly using the
average rate. Exchange adjustments arising from trans
lation are reported currently in the income statement,
except those which occur in the Bank's international
investment subsidiary, which are deferred and are charged
to the income statement over the remaining terms of the
foreign currency long-term debt of the subsidiary.

SECURITIES
Securities are held for both investment and trading
purposes. Trading account securities are stated at the
lower of cost or market. Debt securities held for
investment purposes are carried at cost, adjusted for
amortization of premium and accumulation of discount.
Equity securities held for investment, which are less-than
majority-owned and are primarily overseas investments,
are carried at cost except for investments where the
Company exercises significant influence over operating and
financial policies. These investments are stated at equity
in the underlying net assets of the investee. The excess of
cost over fair value equity at the date of acquisition of these
investments is included in "Other Assets" and is being
amortized to other expense over the estimated benefit
period, generally 40 years.

Gains or losses on the sale of trading account securities
are considered part of normal operations and are recorded
under the heading "Trading Account Income." Interest
earned on trading account securities is shown separately in
trading account income. Gains or losses on the sale of
investment securities are recognized only upon realization
and are shown separately in the statement of income.

PREMISES AND EQUIPMENT
Premises and equipment are stated at cost less accumulated
depreciation and amortization. Depreciation is computed
using the straight-line method for all assets acquired after
June 1972. An accelerated method is used for all assets
acquired prior to that time. Estimated useful lives used
range from 40-50 years for buildings, 5-15 years for equip
ment and 5 years for automobiles.

INCOME TAXES
The Company and its subsidiaries file consolidated federal
income tax returns in which the taxable incomes of the
various entities generally are computed using the cash
receipts and disbursements method of accounting as per
mitted by the tax statutes.

Deferred income taxes, included primarily in accrued
taxes and other expenses, are provided for timing
differences between income as reported in the financial
statements and as reported for income tax purposes.
Deferred income taxes provided for anticipated additions
to the reserve for loan losses in excess of the amounts
charged to expense in the financial statements are included
in the reserve for loan losses.

Income taxes are accrued on undistributed earnings of a
foreign subsidiary and equity investments under the
assumption that all such earnings will be distributed as
dividends in the future to the investor company.

Tax reductions arising from the investment tax credit on
property purchased and used by the Company and its
subsidiaries are recognized as a reduction of tax expense in
the current period. Investment tax credit on property
purchased for lease to customers is recognized as a reduc
tion of tax expense on a declining basis over the terms
of the related lease.



NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

6. DEBENTURES, NOTES AND MORTGAGES
The debentures, notes and mortgages of the Company and
its subsidiaries consist of the following obligations:

1. SECURITIES
The following data is provided with respect to investment
securities:

3. PREMISES AND EQUIPMENT
The following table presents comparative data for premises
and equipment:

The Summary of Significant Accounting Policies presents
information concerning accounting principles used in the
preparation of the financial statements and should be read
in conjunction with the following Notes.

24,615

17,616

18,505

1979

$ 75,000

50,000

15,000

$200,736

$4,547,500

31,200

(IN THOUSANDS)

20,475

18,463

DECEMBER 31,
1974 1973

1978

$ 75,000

50,000

15,000

$210,138

$1,000,000

1976 1977

$32,200,000 $1,000,000

1975

7% % Sinking Fund
Debentures due 1997

8% % Notes due 1998

4% %-4* % Collateral Trust
and Mortgage Bonds due to 1993
of A TC Building Company and
other mortgages on premises

71/4 % Swiss Franc Notes
(80,000,000 par) due 1976 of
Wells Fargo International
Investment Corpora tion

61/2 % Euro-Deutsche Mark
Debentures (50,000,000 par)
due 1988 of Wells Fargo
Interna tional Investment
Corporation

8% Senior Notes due 1988 of
Wells Fargo Leasing Corporation

$1,000,000

Principal payments on the above indebtedness are due
in the next five years as follows:

The 7% % Sinking Fund Debentures will require an
annual sinking fund of $2,500,000 beginning November
15,1982 which will retire 50 per cent of the debentures
prior to maturity. Beginning November IS, 1982, the Com
pany has the non-cumulative right at its option to increase
its sinking fund payment in any year by an additional
amount not in excess of $2,500,000, which would be used to
redeem debentures at par plus accrued interest. Beginning
on November IS, 1982, the Company may redeem, in
addition to sinking fund redemptions, debentures at
a premium of 3.69 per cent and at decreasing premiums
thereafter.

The 8% % Notes will require mandatory annual
principal prepayments of $1,700,000 beginning November
1,1983. At its option, beginning November I, 1983, the
Company has the non-cumulative right of increasing
principal prepayment by $1,700,000. Beginning on
November I, 1983, the Company may prepay principal at
a premium of 4.063 per cent and at decreasing premiums
thereafter.

The 41/4 %-41/2 % Bonds are payable in annual install
ments of $1,000,000 until 1988 and then annual
installments of $500,000 until 1993. The bonds are secured
by deeds of trust on $38,935,190 of Bank premises,
at cost. The bonds can presently be redeemed at a 2.020
per cent premium for the 41/4 % Bonds and a 2.795 per cent
premium for the 41/2 % Bonds.

36,634

11,034
15,880

9,720

15,229
4,281

10,948

$113,248

21,500

2,640

24,140

1974 1973

(IN THOUSANDS)

$113,248 $ 87,562

DECEMBER 31,
1974 1973

26,853
5,787

21,066

$116,322

(IN THOUSANDS)

$ 51,687 $ 48,613
28,054 28,054
36,581 36,581

$116,322 $113,248

Balance at beginning of year
Additions:

Charged to:
Expense
Undivided profits
Deferred taxes
Reserve for loans acquired from

Beverly Hills National Bank
and Commercial National Bank

Total additions

Deductions:
Loans charged off
Less recoveries on loans charged off

Total deductions

Balance at end of year

Available to absorb loan losses
Deferred tax portion
Contingency portion

The 1974 provision for loan losses charged to expense
includes $6,262,000 more than the minimum amount
computed under the five-year moving average formula.

An analysis of the loan loss reserve shows:

4. RESERVE FOR LOAN LOSSES
A summary of the changes in the reserve follows:

5. CAPITAL AND CONVERTIBLE CAPITAL NOTES
The 41/2 % Capital Notes of the Bank may be currently
redeemed at the option of the Bank at a 2.250 per cent
premium and at decreasing premiums through 1983 and
thereafter at par.

The 31/4 % Convertible Capital Notes, originally issued
by the Bank, may be currently redeemed at the option of
the Company at a 1.6250 per cent premium and at decreas
ing amounts in the future. These notes are convertible into
common stock of the Company at $29.50 per share. The
Company has assumed joint and several liability for all
payments of principal and interest on the convertible
capital notes and has agreed to reimburse the Bank if for
any reason it should be required to make payments
thereon.

The capital and convertible capital notes indenture
contains provisions which, among other things, restrict the
payment of dividends by the Bank and specify the main
tenance of minimum amounts of the Bank's capital funds.

The notes are subordinated to obligations to depositors
and certain other creditors of the Bank.

'~

r

53,898

$118,647

1973

$1,612,522,038
1,711,061

DECEMBER 31,
1974 1973

(IN THOUSANDS)

$ 25,699 $ 24,688
83,246 79,934
55,408 47,743
25,120 20,180

189,473 172,545

61,419

$128,054

DECEMBER 31,
1974

$1,628,150,751
1,943,317

Less accumulated depreciation
and amortization

Land
Buildings
Furniture and equipment
Leasehold improvements

Included in "Other Securities" are foreign investments
accounted for on the equity method in the amount of
$43,328,854 at December 31, 1974 and $38,146,847 at
December 31, 1973 (net of the related Goodwill included in
"Other Assets" of $14,223,000 and $12,063,000,
respectively) .

2. PLEDGED ASSETS
United States government securities, other securities and
loans carried at $818,343,535 on December 31, 1974 and
$937,286,333 on December 31, 1973 were pledged to
secure u.s. government deposits, other public funds, trust
deposits and for other purposes as required or permitted
by law.

Market value
Accumulation of discount

RESERVE FOR LOAN LOSSES
The Company and its subsidiaries provide for possible
loan losses on the reserve method. The minimum provision
for loan losses charged to expense for financial statement
purposes is based on a moving average ratio of loan loss
experience for the most recent five years applied to
average outstanding loans for the current year. If, in the
opinion of management, the minimum amount does not
reflect an adequate provision based upon an evaluation of
various factors affecting the collectibility of loans, addi
tional amounts are provided. To the extent the charge to
expense is less than the addition to the reserve for loan
losses computed for federal income tax purposes, the
additional charge is made to undivided profits, net of the
related deferred income tax liability. Only that portion of
the reserve provided by charges to expense is available
to absorb loan losses.

UNEARNED DISCOUNT
Unearned discount primarily includes the excess of
aggregate receivables over amounts disbursed on install
ment loans. Unearned discount on installment loans is
recognized as income on a declining basis ("rule of 78s"
method) over the term of the loan.

Unearned income on finance leases is deducted from the
related receivables. A portion of unearned income equal
to the estimated provision for possible losses and the
approximate direct costs of lease acquisitions are
recognized as income at the commencement of the lease;
the remaining unearned income is recognized on a
declining basis over the term of the lease.

INCOME PER SHARE
Income per share is computed by dividing income by the
average number of shares and common stock equivalents
outstanding during the year. Income per share, assuming
full dilution, is computed in the same manner, with appro
priate adjustment assuming conversion of all convertible
notes with related adjustments to net income for interest
on the convertible notes, net of tax. Common stock
equivalents include outstanding stock options and war
rants, which were anti-dilutive during substantially all of
the years 1973 and 1974.

RETIREMENT PLAN
The Company's retirement plan is non-contributory and
covers substantially all employees. Pension costs are
actuarially computed and are funded as accrued.



7. COMMERCIAL PAPER OUTSTANDING
Commercial paper represents obligations of the Company
with original maturities not to exceed 270 days. Outstand
ing amounts and rates are as follows:

In connection with these obligations, the Company had
available lines of credit with unaffiliated banks totaling
$139,500,000 at year-end 1974 and $73,500,000 at
year-end 1973. During 1973 and 1974, none of the lines
of credit were used.

Payment of principal and interest on the 71/4 % Swiss
Franc Notes has been guaranteed by the Company. The
notes may be redeemed in entirety currently at a 2 per cent
premium and at a 1 per cent premium after September
15,1975.

The Deutsche Mark Debentures will be redeemed in 10
annual installments of OM 5,000,000 beginning November
1,1979. In addition, redemptions can be made at a 2.5
per cent premium beginning November I, 1979 and at
decreasing amounts thereafter. Payment of principal and
interest on the Deutsche Mark Debentures has been
guaranteed by the Company.

The 8% Senior Notes due 1988 will require mandatory
annual principal prepayments of $1,500,000 beginning
June I, 1979. At its option, Wells Fargo Leasing Corpora
tion may currently prepay principal at a 7.2 per cent
premium and at lesser premiums until June I, 1983, when
the notes may be redeemed at par.

The borrowing agreements for the notes, debentures and
mortgages include provisions which restrict the disposi
tion of assets, the creation of property liens, the sale or
issuance of the capital stock of the Company or its
subsidiaries, the amount of funded debt and the payment
of cash dividends.

1974 1973

1974 1973

Tax expense at full corporate
federal income tax rate 48.0% 48.0%

Increases (reductions) in
taxes resulting from:

State and municipal bond income (26.3) (17.8)

State and local taxes on income,
net of federal income tax benefit 6.0 5.1

Investment tax credit (2.4) (2.4)
Other items 1.2 (1.7)

26.5% 31.2%

12. CONTINGENT LIABILITIES
The Bank is defendant in certain legal proceedings, and is
one of the defendants in several class action suits which
involve claims against all defendants of substantial sums of
money andlor issues which could affect certain of the
operations of the Bank in the future. In the opinion of
management of the Company and the Bank, the outcome of
litigation will not have a material adverse effect on the
financial position of the Company or the Bank.

In the normal course of business, there are outstanding
various commitments and contingent liabilities such as
foreign exchange contracts, guarantees, commitments to
extend credit, etc. which are not reflected in the accompany
ing financial statements. No material losses are anticipated
by management as a result of these transactions. Com
mitments under stand-by letters of credit outstanding at
December 31, 1974 aggregated $145,305,418.

The tax benefit of security losses differs from the federal
income tax rate of 48 per cent because of the state income
tax benefit, net of federal income taxes.

For financial statement purposes, the Company and its
subsidiaries had deferred investment tax credit on
property purchased for lease to customers of $5,382,000 at
December 31, 1974 and $3,215,000 at December 31, 1973.
For federal income tax purposes, the Company had invest
ment tax credit carry-overs of $8,455,000 and $6,266,000
at December 31, 1974 and 1973, respectively, expiring
1978 through 1981.

The variances in the amounts for 1973 from the
previously reported estimates result from adjustments
when the 1973 tax returns were filed.

The effective tax rates for 1974 and 1973 are 26.5 per
cent and 31.2 per cent, respectively, as follows:

PER CENT OF PRE-TAX

INCOME BEFORE

SECURITY TRANSACTIONS

$ (7,520) $12,203

11,174 12,100

5,981

3,653 868

(1,305) 451

(1,066) (8,593)

$ 4,936 $23,010

(IN THOUSANDS)

10. FOREIGN EXCHANGE ADJUSTMENTS
Net exchange adjustments arising in the Bank's interna
tional investment subsidiary during 1974 and 1973
amounting to charges of $2,439,000 and $3,746,000,
respectively, have been deferred. A portion of these adjust
ments were amortized during 1974 and 1973 and charged
against income in the amount of $1,273,000 and $1,321,000,
respectively. Deferred foreign exchange adjustments
included in "Other Assets" at December 31, 1974 and 1973
amounted to $3,591,000 and $2,425,000, respectively. Net
gains arising from foreign currency trading operations and
other foreign currency adjustments arising during the
year and recognized currently in 1974 and 1973 were
$366,000 and $1,268,000, respectively.

U.S.FEDERAL FOREIGN STATE & LOCAL TOTAL

(IN THOUSANDS)

1974
Current $ 1,326 $5,168 $6,574 $13,068
Deferred 3,393 67 1,476 4,936

---
$ 4,719 $5,235 $8,050 $18,004

1973
Current $ (9,042) $3,134 $2,905 $ (3,003)
Deferred 17,101 2,636 3,273 23,010

$ 8,059 $5,770 $6,178 $20,007

Revenue and expense recognized
on the accrual method for
financial statements but on
the cash basis for tax returns

Conversion of leases from
finance to operating method

Additional loan loss deduction
for income tax purposes

Tax effect of security losses

Net increase (decrease) in
bond discount accretion

Other items

11. INCOME TAXES
Current and deferred tax provisions (credits) included in
the consolidated statements of income are as follows:

At December 31, 1974, the Company had income taxes
payable of $68,303,000 of which $4,906,000 is currently
payable, At December 31, 1973, the Company had income
taxes payable of $45,191,000, including $14,198,000
current income taxes receivable,

The components of the deferred income tax expense in
1974 and 1973 and the tax effect of each are as follows:

NUMBER PRICE RANGE AGGREGATE

OF SHARES PER SHARE VALUE

Shares under option at:
December 31, 1973 100,000 $21.88 $2,187,500
December 31, 1974 305,000 $20.25-$21.88 $6,337,125

Options granted:
1973 100,000 $21.88 $2,187,500
1974 209,000 $20.25 $4,232,250

None of the above options were exercisable at December
31,1974 and 1973. A maximum of 35,000 shares are
available for future options.

8. COMMON STOCK
Warrants to purchase a total of 400,000 shares of common
stock of the Company at a price of $24.63 per share are
attached to the Deutsche Mark Debentures issued in
November of 1973. The warrants were detachable after
June I, 1974 and expire on October 1,1988.

At December 31, 1974, 640,745 shares of unissued
common stock were reserved for issuance upon conver
sion of the 31/4 % Convertible Notes.

Under the Company's stock option plan, various key
employees were granted non-qualified options for up to 10
years to purchase the Company's common stock at an
option price equal to the fair market value of the stock at
the date of grant. The terms of the options provide that the
optionee may exercise the option in part and at that time
elect to forfeit up to 50 per cent of the shares under his
option, and in lieu thereof receive cash or stock of the
Company in an amount equal to the appreciation in the fair
value of the shares at that date over the exercise price.
None of the options were exercised in 1974 and 1973. The
following table summarizes the status of the option plan:

9. EMPLOYEE BENEFITS
The cost of the Pension Plan totaled $2,796,700 in 1974
and $2,230,735 in 1973. Improvements were made in the
Pension Plan effective in 1974 resulting in a contribution
increase of approximately $200,000 for 1974. The value
of the pension fund as computed for actuarial purposes at
December 31, 1973, the date of the last actuarial
valuation, exceeded the actuarial value of vested benefits.
The market value of the pension fund assets declined
during 1974. However, it is estimated that the actuarial
value of the fund assets exceeds the vested benefits at
December 31, 1974.

The Employee Retirement Income Security Act of 1974
became effective on September 2, 1974. Its effect on the
Pension Plan is currently being studied by counsel for the
Company and its actuaries. It is anticipated that the future
costs of the Pension Plan will not be significantly affected.

Substantially all employees participate in profit sharing
plans. Contributions to the plans are based on an earnings
formula and totaled $8,435,419 in 1974 and $7,696,096
in 1973.

YEAR ENDED

DECEMBER 31,

1974 1973

(IN THOUSANDS)

$115,403 $51,977

10.65% 8.33%
$179,474 $99,126

9.86% 9.70%

Average amount outstanding
Average rate
Highest month-end balance
Rate on outstandings at year end
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