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Letter to Shareholders

In 1981, the financial industry began to glimpse
the shape of the future in a deregulated world. The
first steps of deregulation, set in motion by the
Depository Institutions Deregulation and Mone
tary Control Act of 1980, were hampered, however,
by the necessity to deregulate against a back
ground of high interest rates.

Savings deposits continued to flow
from banks and thrift institutions to competing
money market mutual funds, whose interest rates
are under no statutory limitations. This increased
the cost of doing business for lenders, who had to
attract loanable funds by offering savings instru
ments with higher interest rates than had been
traditional, or by purchasing funds in money mar
kets. The increased cost, coupled with the slump
in residential real estate, created problems for all
consumer-oriented financial institutions, but
especially for savings and loans and mutual sav
ings banks, which are restricted to gathering
consumer deposits and making home mortgages
and related loans.

The movement of the prime rate in
1981 illustrates the volatility of credit markets.
Wells Fargo's prime rate stood at 201/2 percent as
the year opened, near its all-time high level of
21 percent reached in late 1980. By April 1,1981, it
had fallen to 17 percent, but began rising again
three weeks later. It was 20 1/2 percent once more
in May, and then began edging downward to 153,/,1

percent as the year ended.
Wells Fargo developed new strategies

to position itself for the conting changes and
heightened competition that further deregulation
will bring. The Bank increased its market share
of consumer deposits as new types of deposit in
struments were authorized by regulatory agencies
during the year, tightened its lending standards
in order to implement an asset sale program, and
strengthened its capital position considerably.

March 3, 1982

Stockholders' equity exceeded $1 bil
lion for the first time in 1981. It amounted to
$1.02 biIIion on December 31, compared with
$914 miIIion at the end of 1980, primarily as a result
of increases in retained earnings and two ex
changes of stock with Morgan Stanley & Co. for
outstanding debt. Wells Fargo issued a total of
897,247 shares of common stock for $33.7 nlillion
of notes and debentures during the year.

The Company's important leverage
ratio at the end of 1981 was one of the lowest
among major U.S. banks as a result of the in
creased equity, coupled with a slight decrease in
assets. Assets were 22.74 times equity at year-end,
compared with 25.87 a year earlier. This solid
capital position permits us to take advantage of
potential opportunities for profitable growth
in the future.

Total assets were nearly 2 percent
lower at the end of 1981 because of a number of
strategies, including an interest rate hedging pro
gram that reduced the effective maturity of some
six-month certificates previously used to ftmd
assets of the same maturity. In addition, assets
were lower because of decisions to sell some low
yielding bonds, to reduce activity in bankers' ac
ceptances and to sell some loans to other financial
institutions.

The years restdts

In 1981, earnings (income before se
curities transactions) were $125.9 million, or $5-41
per share, compared with $121.7 million, or $5.32
per share, in 1980, the only year in the past 15
that earnings declined. This was an increase of 3.4
percent for total earnings, and a 1.7 percent per
share increase over the previous year. The reason
for the difference in the two percentages is the
larger number of shares that were outstanding in
1981 compared to 1980.

Net income for 1981 (income after
securities transactions) was $124 million, or $5.33
per share, compared with $121.9 miIIion, or $5.33
per share, in 1980. This represented a gain of 1.7
percent in net income.

The financial results for the year were
favorably affected by the exchanges of stock for
debt, as discussed earlier, which added $11.7 mil
lion, or 50 cents per share, to earnings. In addi
tion, Wells Fargo Investment Company, a small
business investment company approximately 50
percent owned by Wells Fargo, declared a distri
bution of about half of its stock investments in the
first quarter of 1981. Wells Fargo's share of the dis
tribution amounted to $15 million. After a contri
bution by the Company to the Wells Fargo Foun
dation of shares worth $3.5 million, the impact on
earnings was an increase of 39 cents a share.

Total assets of Wells Fargo & Com
pany at the end of 1981 were $23.2 billion, a de
cline of 1.8 percent from the 1980 year-end figure
of $23.6 billion.

A number of the Company's special
ized lending and financing units booked sufficient
new high-quality loans that total loans for the
year inO'eased to $17-3 billion from the 1980 figure
of $16 -4 billion. Particularly successful in their
business development efforts during 1981 were
the Commercial, Corporate and International
Banking Groups, Wells Fargo Leasing Company,
Wells Fargo Realty Advisors and Wells Fargo
Business Credit. The Bank's Real Estate Industries
Group, which focuses on interim financing of
high quality real estate developments, continued
to have an active year.

Core deposits-transaction accounts,
passbook savings and consumer time deposits
under $lOo,ooo-are an important source of sta
ble, lower-interest funds for Wells Fargo. During
1981, the Bank continued to excel in the develop
ment and marketing of new deposit services.
Measured against Federal Reserve member banks
in California, Wells Fargo increased its share of
the rapidly growing core deposit market by more
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than 30 percent between 1970 and 1981, with the
gain quite evenly spread throughout the decade.

Total Wells Fargo deposits were $16.9
billion at the end of 1981, compared with $16.2
billion in the previous year.

Bankino environment

Although no sweeping banking legis
lation was passed in 1981, a number of legislative
measures affecting the financial industry were
introduced in Congress. The ueasury Department,
the U.S. Senate and the House of Representa
tives all drafted bills that would have expanded
the powers of at least some segments of the
financial industry.

Wells Fargo has supported the broad
est range of changes in financial regulations. The
Company's position is that the commercial bank
ing industry should be given expanded powers to
offer important services now provided by our
nonregulated competitors, such as investing in
real estate development projects and handling real
estate brokerage activities, underwriting revenue
bonds and insurance, and offering money market
mutual funds. The industry also is seeking legisla
tion to pre-empt state usury and due-on-sale
provisions.

Legislation passed in 1981 that did
have important implications for banking was the
Adminish'ation's tax bill, which authorized crea
tion of a one-year savings certificate on which the
first $2,000 of interest is tax-exempt. Wells Fargo's
new certificate is named the Tax-Savcr™ Account
and was aggressively marketed in the last few
months of the year. By year end, the Bank had ac
quired $423 million in Tax-Saver Accounts, becom
ing one of the leading banks in the nation in
development of this new business.

The Adminish'ation's tax bill also ex
panded eligibility for Individual Retirement Ac
counts (IRAs), which were previously limited to
individuals not covered by a pension plan. Effec
tive January 1,1982, an employed individual can
invest in an IRA account and defer taxes on the
invested amount lmtil retirement. Wells Fargo
currently is marketing this product to customers
and prospects through seminars, individual dis
cussions and the full range of advertising and
marketing expertise at our disposal. By encourag
ing this new type of savings program through
tax legislation, the Administration hopes to en
courage increased saving by U.S. consumers to
provide the capital needed for investments that
will improve the nation's productivity. At the same

time, through expanded IRA eligibility, individ
uals are encouraged to develop their own invest-
ment plans to augment the government's Social I

Security program. In the first month it offered this
newly expanded service, the Bank opened ap
proximately 12,000 IRA accounts.

In California, Wells Fargo and the
California Bankers Association were active in 1981
in seeking reversal of the 1978 Wellenkarnp deci
sion, which allows a buyer of a home to assume
the mortgage of the seller, even though the origi
nalloan contract may have specified that the loan
was due in full if the property were sold. This
decision has caused older, lower-yielding mort
gate loans to remain in the portfolios of financial
institutions for a much longer period than was
originally anticipated.

Other events

Late in January 1981, the Bank uncov
ered an embezzlement scheme in one of its
Southern California offices which had resulted in
$21.3 million being diverted from internal funds.
The employee involved in the fraud case pleaded
guilty to federal charges of conspiracy and two
counts of embezzlement. Two other individuals, a
boxing promoter and an associate who was a
former Wells Fargo employee, were convicted in
January 1982 in connection with the embezzlement.

Wells Fargo has conducted an exten
sive review of its internal control system, which
the employee was able to manipulate as a result of
his long-time experience and trusted position
with the Bank. The system has been further re
fined to provide additional safeguards against
similar manipulations in the future.

The Company has also filed civil
charges against the individuals involved in the
embezzlement, and believes that all but approxi
mately $1 million of the embezzled funds will be
recovered through our insurance.

Wells Fm'go's new Southern California
headquarters neared completion as 1981 drew
to a close. In late spring 1982, staff members will
begin occupying a number of floors in the 48
story structure at 5th and Flower streets in down
town Los Angeles. The highrise building is being
constructed and operated by a national real estate
development firm and will be named the Wells
Fargo Building, reflecting our Company's position
as major tenant.

In February 1982, it was announced
that the Company would receive another distribu
tion of stocks from the portfoliO of Wells Fargo

Investment Company, such as took place in the
first qumter of 1981, which will increase 1982
earnings. Wells Fargo & Company will realize a
gain reflecting the market value of the shares at
the time of the distribution. Subsequent changes
in the market value of the distributed shm'es will
be reflected in Wells Fargo's results at the time
any of the shares are sold. The distribution repre
sents a liquidating dividend of substantially all
of the marketable securities in the small business
investment company's portfolio.

Management team

Two changes in responsibilities were
made during 1981 that are designed to give Wells
Fargo increased flexibility and strength in meeting
the new challenges in the financial industry.

Carl E. Reichardt, 50, president of the
Bank and Company, was appointed chief operat
ing officer of both entities, and Paul Hazen, 40,
who had been appointed to the Executive Office in

late 1980, was named a vice chairman. The Execu
tive Office, which formulates directions and strat
egies for Wells Fargo, is composed of Richard P.
Cooley, 58, chairman and chief executive officer;
Reichm'dt; Robert 1. Kemper, 53, vice chairman of
the board; Richard M. Rosenberg, 51, vice chair
man; mld Hazen.

Other organizational realignments
during the year were made to give increased em
phasis in COIning years to strategic planning, op
erational controls, efficient staff utilization and a
wider role for the nationwide activities of the
Company's subsidiaries.

As in the past, the Board of Directors
provided strong support and guidance to the
officers of Wells Fargo & Company in 1981, and
were active in helping to shape the sh'ategies
that will enable Wells Fargo to become an even
more dynamic force in the financial marketplace.
Our staff has also given us excellent support in
setting and achieving our goals, for which we
thank them.
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Looking ahead

Wells Fargo will continue to develop
and implement our corporate strategy, which is
aimed at maximizing our considerable strengths
and resources for the benefit of our shareholders
and customers. The key concept in this strategy is
that we will intensify our efforts toward serving
the financial and banking needs of corporate and
individual customers in the business and geo
graphical markets we know best. We will enhance
our services to these markets through personal
attention accompanied by state-of-the-art
technology.

In addition, we will improve produc
tivity and profitability through new procedures
and controls within the bank. And we will con
tinue Wells Fargo's long h'adition of innovation,
being open to new areas where we can contribute
marketing and financial expertise.

Richard P. Cooley
Chairman ofthe Board and ChiefExectttive Officer

Carl E. Reichard t
President and ChiefOperating Officer



Providing consumer services

merican consumers

are being offered an ever-widening

array of savings and investment

instruments and loan services by

financial institutions and by non

banking firms that are moving

into the financial services industry.

As a result, they are becoming

increasingly sophisticated about

selecting the services or service

packages that best suit their indi

vidual needs.

In this more demanding era,

Wells Fargo is meeting the needs

of its customers with a strong
marketing effort that consists of

developing top-quality financial

products, aggressive promotional

programs, electronic technology

and, probably most important of all,

additional training for its individ
ual staff members. The Bank has

increased its share of core deposits

held in all Federal Reserve member

banks in California by more than

30 percent over the past decade.

These core deposits provide the
Bank with less costly funds for

loans than could be purchased in

the money markets.

Last May, the Bank improved its

pioneering GoldAccount™ pack

age of financial services by adding

several new features, including

interest on checking, while raising

the monthly fee from $3 to $5. An

impressive sales effort by employ
ees in all branch offices doubled

the number of accounts in only 10

weeks from just under 100,000 to

200,000 Gold Accounts. By year

end, the Bank had a total of 270,000

Gold Accounts.

The profitability of retail bank

ing services was enhanced in 15)81,

not only through new deposit

funds brought in by additional

customers, but also through in

creased fees for our services.

The Golden Reward™ is a service

introduced in 1980 that includes

interest on checking account funds

and several other features at no

charge to customers who have at

least $2,000 of savings in Wells

Fargo. By the end of 1981, there

were more than 185,000 Golden

Reward customers.

As a result of these two major

programs, Wells Fargo now serves

nearly half the interest-on-checking

market of the five largest Califor

nia banks.

On October 1, 1981, the banking

and thrift industries were permit

ted to offer a new savings instru

ment with which savers can claim a

tax exemption for up to $2,000 of

interest. Through an outstanding

sales program, branch offices con

verted a sizable portion of the

$10,000, 26-week savings certifi

cates held by customers to Wells
Fargo's new Ta.:'(-SaVel,TM account,

and attracted a considerable

amount of new money as well. At

year end, there was $423 million

invested in the Bank's Tax-Saver

accounts, making Wells Fargo a

national leader in marketing these

important consumer accounts.

Since introduction of the

$10,000, 26-week savings certificate

in mid-1978, Wells Fal'go has steadily

increased its market share of these

deposits. In 1981, our 26-week

deposits grew by 16 percent, after

a 63 percent growth in 1980. Pass
book savings deposits declined

in both years as consumers shifted

to insh'uments bearing higher in
terest rates.

Wells Fargo currently is using

its statewide Retail Banking sales

force to attract new deposits in

individual retirement accounts

(IRAs), and opened about 12,000 of

these accounts in January 1982.

This major new market was created

by changes made in the federal

tax laws last year. Some 50 million

Americans, including several mil

lion in California, became eligible

on January 1, 1982, for tax benefits

previously available only to per

sons not covered by qualified re

tirement plans. IRA accounts will

be an important and ongoing

source of deposits in coming years.

In response to the growing

consumer need for financial guid

ance, Wells Fargo has trained more

Personal Banking Officers every

year since this program was intro

duced ill 1974. The Bank's custom

ers can rely on their Personal Bankers

for assistance in selecting appro

priate deposit instruments and for

a variety of other services. This

program has been so well received

that in 15)81 the Bank assigned 140
more employees to the statewide

Personal Banking staff, which

brings the total to more than 400

Personal Bankers.

The Retail Banking Group's

most aggressive expansion of facil

ities in 1981 was in the network

of Expl'ess StorM automatic banking

machines. More than 120 Express
Stops were added during the year,

and there were 208 in operation

throughout California at the end of

1981. More than one-quarter of

the Bank's savings and checking

customers now conduct part of

their banking at these 24-hour ma

chines. The established machines

-those which have been in serv

ice six months or more-average

12,600 transactions each per month,

including account balance in

quiries, among the highest level of

transactions in the nation. It is

planned to have at least 450 Express

Stops in operation by the end of

1982, including several located

away from Wells Fargo offices. The

number of customers with access

cards and the volume of transac

tions per machine will be increased

in the coming years, enhancing

the cost-effectiveness of the net

work and continuing to free the

em ployees in the branches for tasks

requiring their participation.

; I.
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There were 397 Wells Fargo
branch banking offices in California

at the end of 1981, an increase of

14 offices during the year. Again,

most of the new facilities were

opened in the important Southern

California market, where the Bank

now has 116 offices, compared

with 71 offices five years ago.

With soaring costs of funds for

the Bank, the last three years have

been challenging ones in the area

of consumer lending. Wells Fargo

has been reducing its portfolio

of fixed-rate consumer loans, par

ticularly indirect loans made

through dealers and retailers, and

has been developing loan services

with variable rates. New loan

products for individual consumers

that were introduced in 1981 in

cluded a pre-approved line of

credit for automobile lease custom

ers and a floating-rate loan for

aircraft and boat financing.

Customer service was improved

in 1981, while administrative costs

were reduced, by the consolidation

of consumer loan processing into

four regional service centers staffed

by loan service experts in the Re

tail Group's Consumer Credit Divi

sion. With loan servicing and

processing h'ansferred from the

retail branches to these service

centers, all operational aspects can

be handled more effectively by

specialists, leaving the branch offi

cers with more time to meet the

customer needs in theil' respective

market areas.

In recent years, banks have

found interest and servicing costs

for their credit card business ex

ceeding their interest income from

this activity. At the same time,

credit losses were climbing, in part

due to changes in the law covering

personal bankruptcies. In order

to be able to continue providing

this important service to its cus

tomers, Wells Fargo responded in

1981 by introducing an annual

membership fee of $15 for each of

its VISA and MasterCard accounts.

This followed 1980 actions to raise

the interest rate on outstanding

balances and to tighten credit

standards. In addition, the Bank

last year completed in-house con

version of all its credit card proc

essing, which will result in savings

in this area.

Wells Fargo Bank's large port

folio of single-family home mort

gages was not expanded in 1981. In

December 1980, a decision was made

to no longer offer fixed-rate, long

term loans except those that can

be sold. The Bank then undertook

an exhaustive effort to develop

a new mortgage product that

would serve both lender and bor

rower in an environment of vola

tile interest rates and, in California,

legal prohibition of enforcemen t

of the due-on-sale provisions in the

mortgage contracts. In 1981, a new

adjustable-rate mortgage was in

troduced and the loans are now

being granted based on the appli

cant's ability to make future

monthly payments if interest rates

rise, as well as on the value of the

property.

Nearly half of Wells Fargo's

Single-family home loan portfolio

is now composed of variable-rate

mortgages that the Bank marketed

aggreSSively in the late 1970s.

This has helped improve the yield

on the Bank's portfolio.

The Personal Services Division

of Wells Fargo Investment Advisors

continues to work with the Retail

Banking Group in providing trust

a nd other financial services to

individuals throughout California.

This Division currently administers

approximately $6.2 billion for indi

vidual customers in more than

8,000 accounts, and generated fee

income of nearly $21 million in 1981.

In addition to Wells Fargo

Bank's operations in California,

subsidiaries of Wells Fargo & Com

I :any a~e active across the nation
111 serving consumers.

The Arizona, Colorado, Oklaho

ma, Maryland and Virginia offices

of Wells Fargo Credit Corporation

offer consumers adjustable-rate

home equity loans, auto leases,

revolving credit lines and home

improvement loans. In order to

cope with the difficult interest rate

environment in 1981, this subsid

iary reduced its operating costs by

consolidating its staff and opera

tions. It closed small offices in

Phoenix, Tucson and Colorado

Springs, which were satellites of

nearby regional offices. During the

yeal', the Credit Corporation sold

some $10 million of second mort

gages, as part of an asset sale pro

gram implemented throughout

Wells Fargo during the year, thus

generating new funds for loans.

At year end, the Credit Corporation

had more than $400 million of loans

outstanding.

Wells Fargo Insurance Services,

a nonbank subsidiary, provides

credit-related coverage to Wells

Fargo borrowers. In 1981, this com

pany introduced disability coverage

as a service for Wells Fargo Bank's

consumer loan customers.

: I
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Serving business across the nation

('

he financial needs of

corporations and business in gen

eral have been changing in recent

years as firms have gained access

to a greater variety of financing

tools and sources for funds. To ad

dress this trend, Wells Fargo has

focused on developing a full range

of operational services for corpora

tions, as well as providing loans.

A wide variety of financial serv

ices is offered to business firms

of all sizes through the Bank's Cor

porate, Commercial and Retail

Banking Groups, the Business

Services Division and the Compa

ny's nonbank subsidiaries. In addi

tion, Wells Fargo Investment

Advisors offers investment man

agement and employee benefit

h'ust services to employers through

out the country.

The Corporate Banking Group,

which provides Wells Fargo's credit

and non-credit services to large

a nd mid-sized corporations across

the nation, streamlined its organi

zation during 1981 in order to

more effectively penetrate its key

markets and concentrate on selling

services that help generate fees

and deposits. In addition to a re

alignment of its marketing units,

the Group continued to develop its

operations and systems in order

to improve the quality and scope of

its non-credit services. The Cash

Management Department was ex

panded to division status as its

objectives were redefined to in

clude responsibility for serving the

g]obal cash management needs

of the Bank's customers.

The development, servicing and

marketing of cash management

and other corporate operational

services have been more effectively

integrated as the operations capa

bilities in the who]esale banking

area continue to receive strong

emphasis at Wells Fargo. This is

particularly important in serving

multinationa] companies, a market

which remains a top priority for

the 1980S.

The Corporate Banking Group's

loan production offices, which

provide credit as well as non-credit

services to regional markets, have

been particularly effective in de

veloping business along special

ized industry lines, reflecting

another of the Group's strategies.

For example, the Dallas office is

active in lending to the energy in

dustry, supplementing the efforts

of the primary energy lending

unit in Los Angeles. The Chicago

office has developed expertise in

serving heavy equipment dealers,

and the San Francisco office is the

base for a specialized unit which

provides financial services to the

securities and insurance industries.

All of the Group's offices are

equipped to serve customers in

other industries within their geo

graphic areas, as well.

The Company engaged in a

domestic asset sale program in

1981 to take advantage of its role as

a loan-generating financial inter

mediary. Most of the loans which

are passed through the program

originate in one of the Bank's do

mestic wholesale groups, such as

the Corporate, Commercial and

Real Estate Industries Groups, or

Wells Fargo Realty Advisors.

The Correspondent Banking

Division was an essential participant

in the asset sale program because

it has relationships with the major

U.s. banks and scores of regional

banks. These customer banks turn

to Wells Fargo for lending, global

money transfer, and a variety of

operational, documentary and in

ternational services. By serving

business indirectly through other

banks, Correspondent Banking

generates demand deposits, in ad

dition to fee and loan income.

Wells Fargo is providing finan

cial services to California's mid

sized companies through the Com

mercial Banking Group, which

was formed in 1980. This group

produced nearly a 40 percent in

crease in commercial loans in 1981,

ending the year with more than

$1 billion in outstandings, total

assets of $1.8 billion and a corre

sponding growth in business

demand deposits.

The Commercial Banking Group

has 18 regional offices throughout

California dealing primarily with

companies that have annual sales

ranging from $2 million to $100

million. It also does asset-based

lending for companies of all sizes.

The middle-market customers are

manufactw'ers, wholesalers, dis

tributors, large retailers and major

I

agribusiness firms,.as well as the

executives and professionals asso

ciated with those firms. Rather

than restricting their business de

velopment activity to commercial

lending, the Commercial Banking

Group's calling officers now deal

in terms of "relationship banking,"

with Wells Fargo providing exper

tise in the full range of financial

services, including trade finance for

the gI'owing number of firms en

gaged in foreign trade.

Middle-market customers are

assured of a rapid response to their

diverse needs because the author

ity to make significant loan deci

sions has been delegated to the

regional office level. The regional

commercial bankers are experi-

I

enced, well trained and very effec

tive in serving their respective

geographic markets. Their regional

sales and lending officers work

closely together, using a team ap

proach that results in valued serv

ice for the customers.

13·
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As with Corporate Banking,

several of the Commercial Banking

Group's offices have industry spe

cialties because of their proximity

to certain markets. The Beverly

I
Hills regional commercial banking

office has significant business with

I

the entertainment industry, Fresno

and Sacramento are active in agri

business, San Jose serves many

I
high-technology companies and a

number of Los Angeles customers

are in the apparel business.

Commercial loans generated

by the Retail Banking Group's

branches are the responsibility of

the Group's Business Division.

These loans now are maintained at

I
two centers-San Francisco and

EI Monte-to ensure more profes

I sional service by loan specialists.

Some 23,000 loans have been

transferred from the branches to
the centers for servicing and docu

ment processing, giving branch

lending officers more time to gen-

I erate new commercial loans in

their communities.

As one of the nation's largest

commercial bank lenders to agri

culture, with headquarters in the

largest and most diverse agricul

tural state, Wells Fargo has a long

and strong commitment to this
dynamic industry. This commit

ment led the Bank to establish a

new Agribusiness Division in 1981.

Tlu'ough four geographic districts,

the new division will provide fast,

professional lending services, in

cluding crop loans, dairy and live

stock loans, and working capital.

Outside California, Wells Fal'go

Ag Credit makes loans to growers
and processors through its offices

in Denver, Tulsa, Billings, and a

new office in St. Louis. Ag Credit

was profitable in 1981, its first full

year of operation, and it plans to

expand its geographic coverage
and its loan volume in 1982.

Wells Fargo Leasing Corpora

tion became an international com

pany in 1981 with the opening of

an office in London, England. This

nonbank subsidiary increased its

profitability in a difficult year of

hjgh interest rates, in part because

of the profit it earns on the sale

of equipment at the end of the lease

periods. In addition to this infla

tion hedge, the Leasing Corpora

tion earned substantial fees from

the syndication of over $75 million
of leases.

Wells Fargo Business Credit

opened three more regional finance

centers and now serves the 48

contiguous states through offices

in the New York area, Atlanta,

Baltimore, Chicago, Dallas, Kansas

City and Los Angeles. In its third

full year of operation, Business

Credit increased its loan portfolio

by approximately 90 percent.

Wells Fargo Inveshnent Advisors

(WFIA) serves business firms in

the United States and in the United

Kingdom with investment man

agement services. The Institutional

Services Division had under man

agement at the end of 1981 approxi

mately $6.5 billion of employee

benefit, foundation, endowment,

corporate and other institutional

funds.

A pioneer in the application of

modern portfolio theory and in

the use of computers in investment

management, Wells Fargo Invest

ment Advisors added a new fund,

the Extended Index Fund, that

tracks an even greater universe of

I

stocks than its well-known Index

Fund, which had assets of $3.2 bil

lion at year end. This new fund

I
already has grown to $200 mil
lion in its first year of existence.

An International Index Fund also

was successfully launched during

the year.

WFIA's Institutional Counsel

Service had great success in 1981

with ROSCO) which is a unique

on-line investment management

program available to money man

agers across the country. ROSCO
provides profits from the market

ing of expertise that Wells Fargo

has developed in this field.

Investment Advisors began a

new service in April of last year as

a financial intermediary between

brokerage houses needing shares

of stock to meet delivery dates

and institutional owners willing to

lend shares to them from their

own portfolios for a fee. This pro

gram met with excellent acceptance

during the year, and the average

daily balance of securities processed
during the last six months was

more than $250 million.

In the area of bringing auto

mated banking services to business,

Wells Fargo took some important

steps in 1981. Three high-technology

companies on the San Francisco

Penjnsula now have Wells Fargo

Expl'esservice™ at their facilities for

the benefit of their employees. Em

ployees of these firms with access

cards can use the Expresservice

on-site automatic banking ma

d1jnes to conduct routine transac

tions without leaving their place

of employment. This leads to addi

tional Wells Fargo account rela

tionships, as well as providing a

valuable employee benefit for the

companjes that have the machines
on their premises.

.. ~ . ... ,. .
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Serving the commercial real estate industry
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ells Fargo & Com

pany is one of the nation's most

active bank holding companies

serving the real estate field through

the Bank's Real Estate Industries

Group and three subsidiaries:

Wells Fargo Realty Advisors, Wells

Fargo Mortgage Company and

Wells Fargo Realty Services.

During 1981, high interest rates

triggered a slump in the single

family housing industry that ad

versely affected Wells Fargo Mort

gage Company and, to a lesser

extent, the Bank's Real Estate In

dustries Group, which serves Cali

fornia builders and developers.

However, Wells Fargo Realty Advi

sors, a subsidiary that deals mainly

in commercial and indush'ial con

struction loans outside of Califor

nia, had a strong and active year.

Eleven-year-old Wells Fargo

Realty Advisors was the first sub

sidiary established by Wells Fargo

& Company after the holding

company was formed. Founded

originally to manage Wells Fargo

Mortgage and Equity Trust, a pub

licly held real estate investment

trust (REIT) listed on the New York

Stock Exchange, Realty Advisors

has established itself as a major

force in construction lending out

side of California, with a network

of 1] offices located in the most

rapidly growing areas of the coun

try. During 1981, Realty Advisors

expanded its scope of activities to

include managing two commingled

real estate funds, one for U.S.

pension funds and one for pension

funds in the United Kingdom.

Realty Advisors' record net in

come in 198] was 80 percent higher

than the previous year's results.

This performance resulted mainly

from a 50 percent increase in the

disbursed loan portfolio, which

consists primarily of floating-rate

construction loans. Realty Advi

sors also received increased man

agement fees from advising Wells

Fargo Mortgage and Equity Trust.

These advisory fees are based on

the performance of the Trust, which

earned $3.01 per share in its most

recent fiscal year, compared with

$2.10 in the previous year.

The performance of Wells Fargo

Mortgage Company exceeded ex

pectations in 1981, even though it

was one of the most difficult years

in the history of the mortgage

banking industry. Commercial loan

origination activity was compara

ble to that of the preceding year

and construction loan balances

were up slightly. However, signifi

cantly lower residential volume

resulted in a Mortgage Company

decision to close most of its resi

dential loan production offices,

both within and outside of Califor

nia. Wells Fargo Mortgage now

has two residential lending offices

in Hawaii and two residential

divisions in California, concentrat

ing on business originated through

builders. It also has commercial

offices in Washington and Califor

nia, and a subsidiary in Texas that

specializes in commercial prop

erty loan origination, the Ben G.

McGuire Company. Servicing vol

ume continued to increase during

the year, with the servicing port

folio amounting to $4.3 billion at

the end of 1981, compared with

$3.1 billion a year earlier.

The Real Estate Industries

Group makes short-term floating

rate consh'uction loans, primarily

in California, and it provides mort

gage warehouse lending on a na

tionwide basis. Operations are

conducted through nine field of

fices in major California cities. New

construction lending volume in

198] was comparable to 1980, ex

ceeding $1 billion. Activity in 1981

was oriented more toward income

properties, due in part to evidence

early in the year that high interest

rates would have a severe impact

on home builders. The recession

has caused many single-family de

velopers to experience cash flow

difficulties and, as a result, the Real

Estate Industries Group had an

increase in non-accrual loans. The

Group believes that the overall

quality of its loan portfolio is sound

because of the financial strength

and experience of its customers, as

well as the increased values of

underlying properties.

The mortgage warehousing

activities of the Group experienced

a lower volume of new commit

ments in 1981 due to the state of

the national mortgage market.

However, the Mortgage Warehous

ing Department has virtually no

problem loans and continues to

generate substantial income for

Wells Fargo through its ongoing

loan servicing.

Wells Fargo Realty Services pro

vides specialized accounts receiva

ble and data-processing services

to real estate developers. A new

and expanding market for this

Wells Fargo subsidiary is the grow

ing number of developers of time

share condominiums.

"
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Looking to the international

banking future, Wells Fargo plans

to continue emphasizing its spe

cialized strengths in selected mar

kets. Selected asset sales will play

a role in 1982, and syndication

management and operational serv

ices will again take priority over

loan volume. The International

Banking Group will continue to

aggressively market its merchant

banking services for worldwide

customers, such as export finance,

private placements and eurocapital

market instruments.

During 1981, the International

Group opened a new, full-service

branch in Milan, Italy, and repre

sentative offices in Bombay, India,

and Kuala Lumpur, Malaysia, in

order to better serve the Bank's

multinational customers and to

strengthen correspondent banking

relationships in those countries.

Two Edge Act subsidiaries with of

fices in New York and Miami

were consolidated into one Edge

Act unit in 1981, and an interna

tional banking facility was estab

lished in San Francisco to accept

eurodollar deposits in the United

States without subjecting them to

the reserve requirements of the

Federal Reserve.

Early in 1982, the Bank received

approval from Canadian banking

authorities to open a nationally

chartered Canadian bank. Wells

Fargo Bank Canada is headquar

tered in booming Calgary, Alberta,

and will also oversee the activities

of the Toronto office that has pro

vided corporate banking services

for several years.

In 1981, the International Bank

ing Group excelled in arranging

loan syndications, a business in

which it is very active and which

produces substantial fee income for

the Bank. The International

Group's Merchant Banking Divi

sion arranged approximately $7

billion in syndicated financings last

year, more than doubling the 1980

volume and strengthening Wells

Fargo's position as one of the lead

ing U.S. banks in this field.
International Banking's Global

Correspondent Banking Division

serves foreign banks with loans

and a variety of vital operational

services, including funds transfer,

document processing and consult

ing services, for which it earns fees

and attracts deposits. Correspond

ent Banking also works closely

with the Merchant Banking Divi

sion in the asset-sale program and

in international loan syndications.

ProvidingfituJ,1UUU services worldwide

nternational bank

ing has become an increasingly

competitive arena in recent years.

Wells Fargo has dealt successfully

with this environment by making

loans with shorter maturities,

managing its risks conservatively,

and expanding its fee-generating

and deposit-connected services, as

well as improving the capacity

to originate and sell assets. Despite

a growing demand for loans, the

supply of funds to meet the bor

rowing needs of companies and

governments around the world

continues to grow, adversely af

fecting international loan interest

spreads.

I

I I
I
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AutotlU'ttion & personnel developments
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In keeping with the banking

industry's longstanding reputa

tion for offering employees a wide

range of training for career ad

vancement, Wells Fargo has devel

oped its own career information

program to assist employees in

focusing on new career paths. Be

cause of the decline in real estate

lending and the centralization of

many types of loan processing in

1981, the career information pro

gram enabled employees in these

activities to apply for positions

in areas of expanding opportunity.

For instance, a training program

in computer programming was

initiated, enabling employees to

develop skills in a fast-growing

field that offers a wide range of

opportunities.

At the end of 1981, Wells Fargo

& Company employed 18,190 per

sons on a full-time equivalent

basis, compared with 17.160 at the

end of 1980.

Highly h'ained and responsive

employees are a critical factor in

successful banking in today's in

creasingly automated and de

manding financial world. In 1981,

Wells Fargo completed the first

phases of its custom-designed

"Managing the Wells Fargo Way"

training program for all current
first-line supervisors. This phase of

the program uses seminars and

video modules to emphasize em

ployee productivity, and it will

continue to be used to train all new

supervisors.

A new advanced management

training program for senior man

agers was completed during the

year, conducted by experts from

graduate business schools and ma

jor consulting firms across the

nation. This segment was designed

to help participants deal effectively

with continuing changes in the

total business environment, and

included identifying the compe

tition, analyzing markets, devel

oping strategic business plans

and implementing organizational

changes. In a follow-up segment of

the program, graduates are trans

mitting key concepts to their own

staffs through counseling and

individualized projects.

Traini1lfl and DevelopmentBoth the EI Monte and San
Francisco data centers have had

I earth stations installed on their

roofs to enable them to make use

of a communications satellite in

orbit 23,000 miles from the earth.

As this system becomes fully oper

ational in 1982, Wells Fargo will

benefit from both faster and more

economical communications. It

will be possible to transmit enor

mous volumes of data, as well as

voice communications, between

San Francisco and EI Monte, and

records in both locations can be

updated several times a day.

Throughout Wells Fargo, elec

tronic technology is being used to

improve productivity and simplify

many tasks. An electronic mail

and word-processing system, in

augurated three years ago as an aid

to technical writers and program

mers, is now used statewide to

convey rapid messages to execu

tives and departments. In addition

to the central computer system,

mini-computers and processors

are being used by offices and divi

sions handling a great deal of

documentation work, such as loan

processing.
Recognizing the growing im

portance of efficient data process

ing and transmission for domestic

and foreign commercial customers,

the Bank in 1981 established a
Corporate/International Core Sup

port unit to facilitate operations

oriented services for these two

wholesale banking groups. This

Core Support unit coordinates its

activities closely with the Opera

tions Group to assure consistent
and integrated computer service to

all Bank customers.

s banking becomes

more complex and highly auto

mated, it is essential that Wells

Fargo continue to develop the sys

tems, software and training to sup

port activities of customer service

groups. For this reason, the Com

pany expanded and continued to

upgrade these capabilities in 1981-

The Operations Group opened

its important Southern California

data center at El Monte in Los

Angeles County in 1981 to meet

the need for current and future

data processing services in the

fast-growing Southern California

market. The 295,000-square-foot
facility will also provide back-up

support to the Northern California

center in handling the tremendous

volumes of processing required

to serve Wells Fargo's business and

individual customers, including

the growing number of transac

tions generated by the Bank's net

work of Express Stop automatic

banking machines.
As an enhancement to the data

centers' check-processing capabili

ties, electronic equipment has
been installed to automatically re-

I

pair damaged checks and deposit

tickets that are rejected from our

high-speed check-processing com-

puters. This equipment enables

us to repair and re-enter unreada

ble items in the same day's proc

essing cycle, providing better
service for our customers, and has

changed what was previously a

labor-intensive function to a

machine-intensive one, thus re

ducing future costs.

20. 21.



Services to the community

arts, and well over 5 percent to

health agencies. Examples of the

diversity of the activities supported

by the Foundation include spon

sorship of tickets for a special

concert by the San Francisco

Symphony for neighborhood or

ganizations, a satellite communica

tions system to disseminate college
courses to wider audiences in the

Mother Lode Country, textbooks

on economics for a San Diego

school district and support of the

Japanese-American Cultural Com

munity Center in Los Angeles.

Wells Fargo is one of 50 pace

setting corporations in the San

Francisco Bay Area to take the lead

in providing increased private

support for nonprofit organizations

by becoming a member of the

"Two Percent Club." As a member

of this organization, Wells Fargo

has pledged that its total annual

contributions to nonprofit organi

zations in the future will be the

equivalent of 2 percent of its ad

justed domestic pre-tax profits,

rather than the previous level of

1 percent.

Students continued to turn to

Wells Fargo for financial aid, and

during the year the Bank disbursed

$27 million through its Student

Loan Program.

Wells Fargo became the first

bank in the state to provide access

to an automated h'ansaction ma

chine (ATM) by wheelchair-bound

individuals when the Bank in

stalled a special low-level Express

Stop ATM at a Berkeley branch.

The Bank also actively sup

ported physical fitness for senior

citizens by sponsoring the Wells

Fargo Gamefield, a recreational

walking course with exercise sta

tions. During 1981, these courses

were installed in public parks in

44 cities across California.

The second entity strongly

involved in advancing the Com

pany's goal of improving the com

munity is the Wells Fargo Foun

dation. A total of $2.6 million,

including educational matching

gifts and United Way donations,

was disbursed during the year by

the Wells Fargo Foundation, which

is the Company's primary vehicle

for making charitable contribu

tions, although the Company also

makes some direct contributions.

Of that total, nearly 41 percent

went to social services, close to 26

percent to education, 16 percent to

civic activities, 12 percent to the

I
hosts and guests. Each program

concentrates on a particular aspect

of banking and listeners can call

ill questions. The Spanish radio

series has been very successful as
an educational forum on banking

and finance and in heightening

the Bank's image in the Hispanic

market.

Another project promoted by

the Community Development

Department was the forging of

private/public partnerships in an

effort to improve housing and

commercial enterprises in commu

nities. One such partnership is

with the County of San Mateo,

where Wells Fargo is providing an

aggregate sum of $5 million for

rehabilitation loans up to $100,000.

The County, in turn, has deposited

Community Development Block

Grant funds with the Bank. Wells

Fargo has received plaudits from

San Mateo County officials for

its role in this innovative loan

program.

Minority small business firms

continued to receive Wells Fargo's

support through the Bank's special

loan program, developed in 1968 to
help companies that otherwise

would not meet regular credit re

quirements. Tn the I} years since

the program started, the Bank

has made more than 1,950 loans

amounting to over $100 million,

with the Small Business Adminis

tration partially guaranteeing ap

proximately $90 million of that

total. The Bank also made more

than $18 million in similar loans

directly, without guarantees, over

the 1}-year period. Consumers

who do not qualify for credit under

the usual standards are served

by a special program created in

1972. Under this program, a total of

6,}04 Low Income Finance Terms

(LIFT) loans amounting to $8 mil

lion have been made in the last

nine years.

deep commitment

toward community concerns has

characterized Wells Fargo since its

founding 1}0 years ago. Because

we are so closely tied to the com

munities we serve, we feel a spe

cial responsibility to meet the

diverse needs they represent.

Three areas of the Company play

especially important roles in this

effort: the Community Develop

ment Department, the Wells Fargo

Foundation and the Corporate

Responsibility Committee.

The Community Development

Department monitors and coordi

nates the Bank's community rein

vestment and lending activities to

ensure that it is identifying and

meeting the credit needs of all

communities we serve, including

low- and moderate-income areas.

One way it seeks to achieve

this objective is through the Com

munity Contacts Program, in which

branch managers work with neigh

borhood and community organi

zations and government agencies

to focus on credit needs in those

areas and develop programs that

meet those needs. During 1981 the

Community Contacts Program

generated additional opportunities

for the Bank to provide services to

low- and moderate-income areas.

A noteworthy project during

the year was a series of public

service Spanish language radio

programs, created by the depart

ment in conjunction with local

branches and Spanish radio sta

tions. The programs have been

broadcast in three geographic loca

tions in California and feature

Wells Fargo personnel as program

:1
I
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The President's Award Program,

designed to honor a Wells Fargo

employee who has contributed
outstanding volunteer service to

the community, celebrated its fifth

anniversary in 19B1, drawing more
entrants than ever before. The
winner of the award was Allen

Gehrig, an assistant vice president

with the Commercial Banking

Group. He received the award for
his efforts on behalf of the Special

Olympics.
In another unique program con

tinued during the year, six em

ployees took Social Service Leaves
and five employees took Personal

Growth Leaves.
These programs are adminis

tered as part of its many interests

by the third area of the Company

that is active in shaping our role

in society, the Corporate Responsi
bility Committee. Through the

Social Service Leave Program, em

ployees with three years of experi

ence can obtain a leave of absence

of up to six months to work in

a community service agency. The
Personal Growth Leave Program

requires 15 years of service, and

employees can take a leave of ab
sence up to three months to pur

sue a serious outside interest. Both

programs guarantee employees
their former or comparable posi

tions upon return.
Wells Fargo's most successful

United Way campaign ever was

held in 1981. A total of $828,000

was contributed by employees
a 24 percent increase over the pre

vious year-to United Ways and

other human care agencies in

California.
Blood drives were held in sev

eral regions in Northern and

Southern California. Wells Fargo
employees in the San Francisco
Financial District donated a record

breaking 1,023 units of blood,
ranking Wells Fargo as the largest

corporate donor to the Bay Area's

Irwin Memorial Blood Bank.

I

In one of its most basic and

longstanding commitments to cor

porate responsibility, Wells Fargo
pays close attention to equal op-

portunity hiring and advancement

programs, assuring that all quali
fied applicants are considered for

jobs and career development

opportunities.
At year end 1981, 70 percent of

Wells Fargo's employees were

women and 37 percent were mi
norities. Of Wells Fargo officers,

managers and professionals, 57
percent were women and 22 per

cent were minorities.
The Bank's affirmative action

program is periodically reviewed

by the Department of Labor
and we have consistently received

a positive compliance report.



The loan loss provision was $58,012,000 compared to $71,043,000 for 1980 as net charge
offs on an annualized basis decreased to .29 percent of average loans outstanding from .39 percent for
1980. The allowance for loan losses as a percentage of total loans net of unearned income was .86
percent as of December 31, 1981, slightly lower than the .87 percent ratio as of September 30, 1981 but
higher than the .85 percent ratio as of December 31, 1980.

For 1981, the effective tax rate on earnings declined to 21 percent from 30 percent for
1980 as income exempt from federal taxes increased as a proportion of income before income taxes
and securities transactions. Increases in both the proportion of tax-exempt interest income and in
vestment tax credits were important components.
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Overview

arnings (income before securities transactions) totaled $125,936,000 in 1981, an increase
of 3.4 percent over 1980. On a per share basis, earnings for 1981 and 1980 were $5-41 and $5.32, re
spectively, an increase of 1.7 percent in 1981.

Net income in 1981 increased 1.7 percent to $123,988,000. Net income per share was
$5.33 in both years. The principal reason that earnings per share increased in 1981, although net in
come per share did not, was that in late September, the Bank sold certain low-yielding bonds previ
ously held in its investment portfolio. The results of the sales were $1,948,000 in after-tax securities
losses. These losses are discussed below under SECURITIES TRANSACTIONS.

Included in 1981 earnings were $11,731,000 in tax-free gains from two exchanges by the
Parent of its newly issued common stock for approximately $33,700,000 aggregate principal amount of
the Company's long-term debt. In 1980, a $11,501,000 net of tax gain resulted from a debt repurchase
program. 1981 earnings also include an $8,800,000 gain (net of taxes and a donation to the Wells Fargo
Fowldation) from the first quarter sale of equity securities distributed to the Bank by Wells Fargo
Investment Company, (WFIC), a small business investment company owned approximately 49 percent
by the Bank.

Net interest income' for 1981 (before provision for loan losses) increased 7.9 percent to
$730,968,000. Growth in average earning assets of 9.8 percent contributed to the increase in net inter
est income. The spread narrowed 4 basis points from 3.89 percent in 1980 to 3.85 percent in 1981.
Contributing to the slight decline in spread was a continuing shift in the composition of consumer
deposits to higher-paying, interest-sensitive deposit instruments which are more expensive than tra
ditional sources of funds. However, despite their increasing cost to the Bank, consumer deposits con
tinue to be less costly than current alternative sources, such as negotiable certificates of deposit and
federal funds. The Bank's sizable portfolio of residential mortgages continues to hold down the spread
because it includes long-term mortgages with relatively low fixed rates of interest.

Other income increased 44.6 percent to $236,123,000 for 1981. In addition to the gain
mentioned above from the sale of WFIC equity securities, the increase was due to a $12,675,000 in
crease in service charges on deposit accounts, a $16,296,000 increase in international commissions,
syndication fees and foreign exchange and a $5,838,000 increase in trust and corporate agency income.

Other expense increased 25.6 percent to $749,636,000. Salaries and employee benefits in
creased 19.8 percent to $426,445,000. Equipment expense increased 49.6 percent to $62,682,000. Con
tributing to this increase were expenses associated with the expansion in the number of automated
teller machines in service and the new data processing center at EI Monte, California. Net occupancy
expense increased 27.6 percent to $60,779,000.

Consolidated six-yearsummaryofselected financial data

Wells Fargo (Dollars in thousands, Five-year
except per share data) Chan§e compound

& Company 1981 1980 1979 1978 1977 1976 1981/19 0 growth rate

and Net interest income after provision for loan losses $ 672,956 $ 606,595 $ 628,573 $ 549,013 $ 422,591 $ 345,676 10·9% 14·3%

Subsidiaries
Provision for loan losses $ 58,012 $ 71,043 $ 62849 $ 47,537 $ 41,028 $ 46,)79 (18·3) 4.6

Income before securities transactions $ 125,936 $ 121,737 $ 130,202 $ 115,881 $ 86,381 $ 62,246 3·4 15.1
Net income $ 123,988 $ 121,864 $ 123,416 $ 110,146 $ 85,)61 $ 62,286 1.7 14.8

Per share:
Income before securities transactions $5.41 $5.32 $5·75 $5.16 $3·99 $3.10 1.7 11.8
Net income $5·33 $5·33 $5-45 $4.91 $3·94 $3.10 11.4
Dividends declared $1.92 $1.92 $1.72 $1·4° $1.12 $0·99 14.2

Total assets $23,219,189 $23,638,063 $20,593,124 $18,611,436 $15,421,771 $13,033,)00 (1.8) 12.2

Long-term debt and obligations under capital leases $ 241,782 $ 285,)19 $ 340,504 $ 361 ,260 $ 370,226 $ 323,744 (15·3) (5·7)



Statistics and ratios

D.
Retu-rn on ave-rage total assets
(Ofo)

Ratio of income before securities transactions
to average total assets
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General information

ommon stock of the Parent is traded on the New York Stock Exchange, the Pacific Stock
Exchange, the London Stock Exchange and the Frankfurter Boerse. The high and low quarterly sales
prices for the Parent's stock during 1981 and 1980 aTe presented in graph F as reported in the New
York Stock Exchange Composite Transaction Reporting system. The approximate number of holders of
record of the Parent's stock was 24,000 as of January 31, 1982.

• Results for three months ended December 3I~ I98I

Income before securities transactions for the fourth quarter of 1981 decreased $2,638,000 or 7.7 percent
from the comparable period in 1980 to $31,729,000. Included in the fourth quarter earnings for 1981
was a tax-free gain of approximately $4,800,000 from an exchange in October, 1981 of 358,767 shares of
the Company's Common Stock for $13,701,000 aggregate principal amount of the Company's long-term
debt. Fourth quarter 1981 earnings per share were affected by additional shares issued in this ex
change. Earnings for the fourth quarter of 1980 included an after-tax gain of approximately $6,900,000
from debt repurchases.

Net interest income was $182,707,000 in the fourth quarter of 1981 as compared to
$180,604,000 in the fourth quarter of 1980 and $185,)31,000 in the third quarter of 1981. The spread
narrowed 4 basis points from 3.95 percent in the fourth quarter of 1980 to 3.91 percent in the fourth
quarter of 1981. The spread in the third quarter of 1981 was 3.86 percent. The decrease in net interest
income from the third quarter to the fourth quarter of 1981 was attributable to management decisions
which resulted in an improved capital position but also a decrease in earning assets-from
$20,897,000,000 in the third quarter of this year to $20,251,000,000 in the fourth quarter.

As compared to the fourth quarter of 1980, other income increased 43.6 percent in the
fourth quarter of 1981 to $72,903,000. Other expense increased 25.2 percent to $205,661,000 for the
fourth quarter of 1981.

The loan loss provision was $15,239,000 in the fourth quarter of 1981 compared to
$19,568,000 for the comparable period in 1980. Net charge-offs were approximately $14,600,000 in the
fourth quarter of 1981 vis-a-vis approximately $14,000,000 in the fourth quarter 1980. See further dis
cussion below at page 54.

It should be remembered that financial statements and management decisions have been
significantly affected by inflation in recent years. Information on financial reporting and changing
prices is presented in footnote 20 at page 87.
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C.
Asset to equity -ratios
atyea-rend

25:1-

15:1

30:1-

20:1-

$35% $28% $33
$24% $21% $251/2
$251/2 $281/2 $260/8

23,9°0 24.300 21,900

1.8,200 17,500 17,500

4°3 388 377

Year ended December 31,
1981 1980 1979

.52% ·55% .68%
13.06% 13.98% 16-48%

.51% ·55% .64%
12.86% 13·99% 15.62%

3.98% 3·95% 4.10%

35·49% 36.09% 29.91%
31.·02% 36.02% 31.56%

$42 .38 $39·93 $36.58

The ratios below summarize key aspects of the Company's operations during the past
three years. The causes for the changes in these ratios and in the comparisons above are discussed in
the remainder of this analysis.

RETURN ON STOCKHOLDERS' EQUITY-earnings as a percentage of average stock
holders' equity-was 13.06 percent in 1981. This compares to 13.98 percent in 1980 and
16.48 percent in 1979. This ratio reflects the profitability of the shareholders' investment
and is influenced by leverage and the overall return on assets.

RETURN ON AVERAGE ASSETS FOR THE COMPANY-earnings divided by average
total assets-was .52 percent in 1981 compared to .55 percent in 1980 and .68 percent
in 1979. This ratio is a measure of the profitability of the resources utilized by the
Company.

THE COMPANY'S LEVERAGE RATIO-assets divided by stockholders' equity
decreased to 22.74 at December 31, 1981 compared to 25.87 at December 31, 1980 and
24.69 at December 31, 1979. See table 14 at page 50. The Company's average leverage
ratio of 25.11 in 1981 compares to 25.32 in 1980 and 24.39 in 1979. These ratios measure
the extent to which external funding sources were used in building the Company's asset
base. In addition to the exchanges of common stock for long-term debt and the sale of
investment securities previously discussed, the reduction in leverage resulted from deci
sions to control outstanding balances of certain low yielding assets and to use treasury
bill futures contracts in lieu of deposit placements to control assetlliability mismatches.
This strategy is discussed below under ASSETfLIABILITY MANAGEMENT and leverage
is further discussed below under BALANCE SHEET ANALYSIS.

(I) Based on daily closing prices listed in Wall Street Journal-composite transactions.
(2) Determined ba ed on actual number of open accounts with outstanding shares at year end.

Other year-end data:
Number of stockholders(2}
Company staff (full-time

equivalent)
Number of domestic and foreign

banking offices

Statistical summary:
Market prices of common stock(1):

High for year
Low for year
Year end

Ratios:
Income before securities transactions to:

Average total assets
Average stockholders' equity

Net income to:
Average total assets
Average stockholders' equity

Average stockholders' equity
to average total assets

Dividends declared per share to:
Income per share before

securities transactions
Net income per share

Stockholders' equity per share at
year end

Table I

;\

I

I
I
, I

II

J.



For a financial institution, the most significant ingredient of earnings is net interest in
come. Simply stated, interest income, which includes certain loan-related fees, less interest expense
equals net interest income. Net interest income less the provision for loan losses, plus other income,
less other expense, equals income before taxes and securities transactions. Securities transactions are
gains and losses arising from sales of investment portfolio securities.

In analyzing the variables which give rise to net interest income, management believes it
facilitates analysis to examine interest differential, i.e., the taxable-equivalent of net interest income
plus fees. Since certain forms of revenue are tax-exempt or are otherwise unequally affected by in
come tax laws and regulations, the Financial Summary shows revenue on the basis of fully-taxable
equivalent amounts. Income from loans to states and political subdivisions is shown on a taxable
equivalent basis for 1981 and 1980. The taxable-equivalent effect of such loan income was not signifi
cant in 1979.

The tax rate used in the taxable-equivalent adjustment is based on the 46% federal tax
rate and reflects the state tax that applies to income from securities and loans exempt from federal
taxes. No similar state tax effect is applicable to the lease financing adjustment for investment tax
credit. Imputed interest on capitalized leases has been excluded since the corresponding liability does
not fund an earning asset.

Statement of Financial Accounting Standards No. 34 requires that interest costs attribut
able to the funding of Company-constructed fixed assets during the construction period be added to
the cost of the assets and subsequently amortized. Management feels that the presentation of rates is
more meaningful if this reduction of expense is omitted from the Financial Summary. The resulting
presentation shows the actual interest incurred to obtain funds used by the Company. Beginning in
1982, interest expense will include amortization of costs associated with debt issuance. In 1981 and
prior years, such expense has been reflected in other expense and has not been material.

Non-accrual and renegotiated loan balances and related income are included in their
respective loan categories in the Financial Summary. Further detail of non-performing loans is
presented at page 44. The following table reconciles interest differential with net interest income, as
depicted in the financial statements.

1980 1981

_Indicates price at end of period

F.
Price range ofcommon stock
($)

$36- 3S~

534-

532-

530 1
528-

526

$24-

$22

520 --, 21%

518

$38-

Earningsperformance

........•.......•
.-.......

he condensed consolidating schedule of income shows the major contributors of Com
pany income as shown in the financial statements.

In 1981 and 1980, dividends declared per share totaled $1.92 in each year compared to
$1.72 per share in 1979. The five-year compound growth rate for dividends was 14.2 percent. The
Company intends to continue its present policy of paying quarterly cash dividends to shareholders.
Future dividends will be determined by the board of directors in light of the earnings and financial
condition of the Company. Additional dividend information, including information regarding restric
tions on the payment of dividends, is presented in footnote 13 at page 80.

• Book value at year end
_ Price range

520-

51S-•••a•••:jJ,....

52S-

530-

$3S-

540-

E.
Book value per share vs.
market price ra1'tJe

54S-

I

,I

Condensed Consolidating Schedule ofIncome

1,61 9,302

429,683 280,238 2.455 7,628

~ 172,589 222,869 2,°55
431,590 2,072,129 225,324 9,683

(19,644) 672,620 76,913 1,°79
48,959 9,053

(19,644) 623,661 67,860 1,°79

126,945
11,870 2°3,769 23,701 8,626

9,747 687,9°3 56,107 7,722

1°9.424 139,527 35.454 1,983
(16,512) 35,379 13,700 94°
125,936 104,148 21,754 1,043

(1,948) (1,948)

$123,988 $ 102,200 $ 21,754 $ 1,043

The average other assets category is reported net of the average allowance for loan losses,
which in 1981, 1980 and 1979 was $147 million, $129 million and $114 million, respectively.

Table 2- Adjustments for taxable-equivalent btUis

Year ended December 31,

(In millions) 1981 1980 '979

Net interest income per consolidated
statement of income $731 . 0 $677.6 $691.5

Taxable-equivalent adjustment to
obligations of states and political
subdivisions 31 . 0 35.2 38 .7

Taxable-equivalent adjustment for the
municipal portion of trading account
securities .2 ·3 .2

Taxable-equivalent adjustment to loans
to states and political subdivisions 16,7 7·5

Taxable-equivalent adjustment to reflect
the effect of investment tax credit
on leasing ~ -----±Z ~

Total taxable-equivalent adjustment 6·9 47·7 41 .8

Imputed interest expense on capital
leases excluded from the interest
differential 5.6 5·7 5·7

Capitalized interest on funds
borrowed excluded from the
interest differential ~) ~) ~)

Interest differential $789. 6 $727.8 $737·7

Year ended Decem bel' 31, 1981

Eliminations Consolidated
and Wells Fargo

reclassifications & Company
Other

subsidiaries
Finance

su bsid iaries
Wells Fargo
Bank, N.A.

$2,337,527 $248,972 $ 9
87,229 332 410

23 79 9,)62

319,970 52,854 981

2,744,749 302,237 10,762

$ 93
21,897

389,956

Wells Fargo
& Company

(Parent)

Interest expense
Interest on deposits
Interest on borrowings
Interest on intercompany borrowings
Total interest expense

Net i7,terest income
Provision for loan losses

(In thousands)

Interest income
Interest and fees on loans
Interest on securities
Interest on intercompany loans
Other
Total interest income

Net i7'terest income after provision
for loan losses

Equity in earnings of subsidiaries
Other income
Other expense

I7,C07lW before income taxes a7ld
semrities transactions

Less applicable income taxes

Income before secttrities transactions
Securities losses, net of tax

Net income

Subsidiaries

Wells Fargo

&Compa7'y

and
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Financial Sumnutry: Average balances) rates paid and yields G.
Spread- annual

(yields on a taxable-equivalent basis) (Ofo)

I
18%-

'I

(Dollars in millions) 1981 1980 1979
Yields Interest Yields Interest Yields Interest

Average or incomel Average or incomel Average or incomel 15%-

Earning assets balance rates expense balance rates expense balance rates expense

Interest-bearing deposits $ 1,403 16·55% $ 232.2 $ 968 13.08 % $ 126.6 $ 434 10·75% $ 46.6
12%l

Investment securities:
U.s. Treasury securities 44° 10·40 45·7 446 10.18 45·4 481 7·57 36-4 9%-
Securities of other U.s. government agencies and corporations 276 9.01 24·9 326 8.63 28.1 386 8.22 31.7
Obligations of states and political subdivisions 694 9.19 63.8 796 9.10 72.4 886 9.01 79·9
Other securities __5_9 10.98 ~ ~ 7·75 ~ ~ 8.22 ------.2.:2 6%-

Total investment securities 1,469 9·59 14°·9 1,620 9.26 149·9 1,820 8-44 153·5
Trading account securities 62 16.02 9·9 49 12.01 5·9 30 10.85 3·3 3%-

Funds sold 226 16.61 ~ 112 13·57 ~ ~ 11.10 ~

Loans: 0%

Commercial loans 4,089 594.6 448.4 "4,950 17.98 889.8 14·54 3,597 12-47
Real estate loans: Yield on earning assers

Construction 1,882 18,97 357.1 1,416 16·47 233.2 1,°54 14.05 148.1 {"f.1xablc-equivalcnr basis)

Mortgage 5,677 10·93 ~ 5,J72 10·34 555.6 4,256 9·44 ~ Spread

Ii Total real estate loans 7-559 12·93 977·6 6,788 11.62 788.8 5,J1O 10·35 549.6
_ Rate on total funding sources

Consumer loans 2,026 14.52 294.1 2,433 13.61 331.2 2,467 12·97 320.1
Foreign loans 2,°74 18.08 375.0 1,995 14.32 285.7 2,182 12·45 271.7

I Fees and sundry interest 66,4 57·5 83·3
I Deferred gainlloss on hedging transactions h) ___'4

'I Total loans 16,608 15.67 2,6°3,3 15,J°5 13·44 2,057.8 13,556 12·34 1,673.1
Lease financing ~ 13.50 ~ ~ 11.42 ~ ~ 11.24 ~ H.

Total earning assets $20,533 15.23 3,127. 2 $18,706 12·99 2,429.8 $16,481 11.82 1,948 .4 Interest differential

Funding sources 5900
Interest-bearing lia bilities:

Deposits:
Savings deposits (1) $ 3,464 5.26 182·3 $ 3,179 5.27 167.5 $ 3,J95 5.15 174.8

5700
Savings certificates 5,1°5 13·95 712.0 3,811 11.31 431.0 2,673 8.84 236.2
Certificates of deposit 1,382 15·°3 207.8 1,646 12.61 207.5 2,062 10-47 215.9 56QO

Other time deposits 584 15.18 88.6 491 11.87 58.3 599 9·73 58.3
DepOSits in overseas offices 2,652 16.16 ~ 2,773 13.01 360 .7 2,420 11.°3 ~

5500

Total deposits 13,187 12.28 1,619.3 11,900 10.29 1,225.0 11,149 8·54 952.1 S400

Funds borrowed (2) 1,569 17·33 272.0 1,722 13·44 231.5 1,503 10.84 163.0
Commercial paper 16,54 1,J92 13·04 181.6 582 11.29 65·7

5300
1,952 323.1

Intermediate-term and long-term debt 1,079 11.42 ~ 681 9·39 ~ -..lZ1: 7·99 ~ 5200

Total interest-bearing liabilities 17,787 13.14 2,337.6 15,695 10.84 1,702 .0 13,608 8,9° 1,210·7
S100

Portion of non-interest-bearing funding sources 2,746 3,011 2,873
, Total funding sources $20,533 ~ 2,J37·6 $18,706 ~ 1,702 .0 $16,481 --.Z.l.L 1,210·7 so
I

~ I

Spread and i1:tet'est differential ~% $ 789.6 3.89% $ 727.8 4·47% $ 737·7
I

($ millions)

Non-earning assets
Cash and due from banks $ 1,853 $ 1,846 $ 1,781
Other 1,820 1,503 1,007

Total non-earning assets $ 3,673 $ 3,J49 $ 2,788

Non-interest-bearing funding sources
Demand deposits $ 3,644 $ 3,979 $ 3,779
Other liabilities 1,811 1,510 1,092
Stockholders' equity 964 871 790
Non-interest-bearing funding sources used to fund earning assets (2,746) ~) ~)

Total net non-interest-bearing funding sources $ 3,673 $ 3,J49 $ 2,788

(1) Includes ATS and NOW accounts.

(2) Information relating to the breakout of intermediate-term debt in funds borrowed is not available for 1979.



• Interest differential and spread
The difference between the average yield on earning assets and the average cost to fund these assets
is called spread. Spread, both in an aggregate sense, and on a specific product basis, is an integral
part of management decisions. Spread multiplied by average total earning assets equals interest
d ifferential.

Interest differential is affected by six variables: the volume and mix of earning assets,
yields earned on those assets, the volume and mix of interest-bearing liabilities, rates paid on those
liabilities, the proportion of non-interest-bearing funding sources and fees earned.

The interest differential was $789,565,000 in 1981, up $61,789,000 or eight percent from
1980 due in large part to the increase in yield on loans and other earning assets. From 1979 to 1980

interest differential decreased $9,956,000 or one percent. Spread decreased four basis points to 3.85
percent in 1981 following a decrease of 58 basis points from 1979 to 1980. The slight decrease in 1981

spread occurred partly because the proportion of earning assets funded by non-interest-~earingfund
ing sources decreased from 16 percent in 1980 to 13 percent in 1981. The sharp dec:ease In 1980
spread was due to a precipitous drop in fees and the large amount of assets commItted to long-term
real estate loans and bonds. Increased yields did not match steep increases in interest rates paid.

Loan/ees and sund,.y intef'est. Loan fees and sundry interest rose 16 percent in 1981
following a decrease of 31 percent in 1980. Table 3 presents loan fees by major categories. Fees in
both years were adversely affected by sharp decreases in real estate loan origination fees. This re
flected greatly decreased loan activity, particularly on 1-4 family residences, in response to high in
terest rates. Also, since October 1980, real estate loan fees in excess of estimated origination costs
have been deferred and amortized over the estimated life of the loan or until the loan is paid off or
sold. This caused a further decline in current fee income.

I.
Selected nssetyields
(Ufo)

22%~

20%

18%

16%

14%

12%

lO%

8%

6%-'••••••__1911
1979 1980 1981

Invesanent yield on raxable-equivalcnt basis

Loan yield includes loan fees.

Average prime ratc

o Loans

_ Investments

The 202 percent increase in 1981 sundry interest income was mainly due to interest
earned by the Bank's New York Edge Act subsidiary on customers' overdrafts and on funds transfer
transact ions.

$ 973 $ 8,111 $22,859

~ 10,°71 26,252

6,523 18,182 49,111

9,75° ~ 9,355

16,273 26,755 58,466
27,406 18,657 13,451

4,697 4,341 3,730

6,629 3,923 6,786

11,435 ~ ~
$66,440 $57,461 $83,)25

Table 3 Loan fees and sundry interest

(In thousands) ~81

Loan Fees
Real estate

Bank
1-4 family residential

properties
All other

Total Bank
Finance subsidiaries

Total real estate
Commercial
Monthly payment
Credit card

SU1tdry i1tterest

Total

Year ended December 31,
1980 1979

Ea,.nino 1U8et8. Total earning assets averaged $20,533,000,000 in 1981, an increase of
$1,827,000,000 or ten percent over 1980, when average earning assets increased 14 percent over 1979.
The largest category is real estate mortgage loans, which averaged $5,677,000,000, up only six per
cent. Construction loans, which provide a market-sensitive yield, continued to increase strongly,
rising an average of 33 percent in 1981 and 34 percent in 1980.

Average commercial loans also demonstrated strong gains of 21 percent in 1981 and 14
percent in 1980. Average foreign loans, however, rose only four percent in 1981 after decreasing nine
percent in 1980. Consumer loans averaged 17 percent less in 1981 after a one percent decrease in
1980. This reflected government restraints in the first half of 1980 and continued high rates and
sharp declines in automobile sales in 1981.

Leasing volume continued to advance strongly and averaged $765,000,000 in 1981.
Interest- bearing deposits primarily in foreign banks (which have been used to offset the Bank's net
liability position at the six month maturity category) rose from $434,000,000 in 1979 to $968,000,000
in 1980 and $1,403,000,000 in 1981. See ASSET/LIABILITY MANAGEMENT below at page 52. Hold
ings of relatively low-yielding bonds have been reduced; moreover, maturing securities have not
been replaced. Consequently, average total investment securities decreased 11 percent in 1980 and
nine percent in 1981. See BALANCE SHEET ANALYSIS on page 39 for additional comments on asset
volumes.

There were substantial increases in commercial loan fees of 47 percent in 1981 and 39
percent in 1980. In part this reflected increased payment of loan commitment fees in lieu of compen
sating balances. In late 1981, the Bank initiated a policy of charging interest on past due interest on
new or renewed commercial loans. All such charges are included in fee income. Monthly payment
loan fees were up moderately in both years-despite decreased loan activity-due to higher charges
to cover clerical and other costs.

Credit card fees decreased 42 percent in 1980 due to lower activity but rose 69 percent
in 1981 due to imposition of a usage charge beginning in the third quarter of 1980. This $1 per
month charge on active accounts was not collected in December 1981 but is being replaced by a $15
per year fee applicable to all accounts. This change is expected to cause an increase in credit card fee
income in 1982 and also is causing a reduction in the number of accounts as unused accounts are
closed or consolidated by holders. Thus far this reduction has been within management's ex
pectations and will reduce the costs of handling unproductive accounts in the future.

Tields. 1981 was characterized by very high interest rates. Consequently, the yield on
total earning assets rose 224 basis points to 15.23 percent. In 1980 there had been an increase of 117
basis points. In 1981, yields linked to the prime rate and money market rates rose most, with in
creases of 344 basis points in cornmercialloan yield, 376 basis points in foreign loan yield and 347
basis points in yield on interest-bearing deposits. Increases were smaller for categories where funds
are committed for long periods at fixed rates. Thus the yield on long-term real estate loans was up
only 59 basis points and yield on investment securities was up only 33 basis points. The small in
creases in yields on these assets combined with high rates paid for funding and continuing shifts in
deposit mix have contributed to pressure on the Company's spread and earnings in 1980 and 1981.

In the closing months of 1981, yields earned and rates paid linked to money market
rates declined rapidly; the Company's spread for the fourth quarter of 3.91 percent was up five basis
points from the third quarter. At the end of 1981, the decrease in yields and rates had leveled off
with the prime rate at 15.75 percent compared to a 1981 high of 20.50 percent. No prediction can be
made as to the ultimate movements of rates for 1982.

-' . ,
--'



Fundi1lf1 squrces. Movements in funding sources have been greatly affected by high
interest rates, the emergence of new deposit instruments, the Depository Institutions Deregulatio~
and Monetary Control Act of 1980, competition from unregulated money market funds and tax legis
lation in 1981. Costs have risen as funds shifted from demand deposits and passbook savings ac
counts to interest-paying checking accounts (NOW) and savings accounts linked to zero balance
checking accounts (ATS) and to higher cost, interest-sensitive deposits. In 1981, average demand de
posits decreased eight percent or $335,000,000. By year end the balance of ATS and NOW a~counts
was $1,149,068,000 compared to $445,759,000 at the previous year end. In 1981, average sav.i~gs cer
tificates increased $1,294,000,000, or 34 percent over 1980. Volume of 26 week Treasury certihcates,
which are included in savings certificates, rose to $3,058,000,000 at December 31, 1981 from
$2,628,000,000 at December 31, 1980 and $1,576,000,000 at December 31, 1979· The new Tax-Saver
certificates (on which interest earned is exempt from federal income tax) were introduced on Octo
ber 1, 1981 and totaled $422,947,000 at year end. As interest rates declined in the closing months of
1981 , and following the removal of the 11% percent cap on rates in effect until August of 198~,. sub
stantial amounts moved into 30 month certificates. As of year end, balances of 30 month certificates
totaled $536,000,000. This compares to $291,000,000 at June 30, 1981.

In addition to funds that shifted from existing accounts, the new instruments attracted
new deposits and reduced the need for certain high cost funds. The average balances of ~ertificates

of deposits decreased 16 percent in 1981 and 20 percent in 1980. Deposits in overseas offices ~e
creased four percent in 1981 after a 15 percent increase in 1980. Funds borr.owed decreased n~e
percent in 1981 following a 15 percent increase in 1980. However, .commerClal paper out~tand111gav
eraged 40 percent higher in 1981 after an increase of 139 percent 111 1980. Pro~e~d~ of thiS paper, sold
by the Parent, are used primarily to fund the activities of the non-bank Subsidianes.

Intermediate-term debt is primarily used to fund intermediate-term assets of the non
bank subsidiaries. The Company issued significant amounts of intermediate-term debt in 1981 and
1980, resulting in the total of intermediate and long-term debt averaging 58 percent higher in 1981

than in 1980 and approximately 82 percent higher in 1980 than in 1979·

RsJtes paid. Sharp increases in rates paid for deposits and borrowings occurred in
1981 and 1980. Rates on savings certificates were up 264 basis points in 1981 and 247 basis ~oi~ts in
1980. The rate on ODs rose 242 basis points in 1981 and 214 basis points in 1980. For deposits 111

overseas offices, rates paid rose 315 basis points in 1981 and 198 basis points in 1980 .

For funds borrowed, the increases were 389 basis points in 1981 and 260 basis points in
1980. For commercial paper the increases were 350 basis points and 175 basis points, respectively.

As a result of these increases, the average rate paid on all interest-bearing liabilities
rose 230 basis points to 13.14 percent in 1981. In 1980 it had increased 194 basis points over 1979·

Other income for 1981 increased 45 percent over 1980. The comparative increase for 1980 over 1979
was 47 percent. Table 4 shows the major components of other income. The most significant items
are highlighted in the following paragraphs:

International commissions, syndication fees and foreign exchange rose $16,296,000 or 75
percent over 1980 due to aggressive development of loan syndication activity, exchange
trading profits, and the favorable impact of the adoption of Financial Accounting Stan
dards Board Statement No. 52 (FASB 52). This statement supersedes FASB 8 and pro
vides for a more realistic method of translating financial statements of foreign entities.
The effect of adopting FASB 52 was to increase fourth quarter income by $3t351,000 in
1981. Prior years are unaffected; this may impair comparability among the years
presented because no restatements of prior periods were made. In 1980, this category
rose 84 percent over 1979 due to increased acceptance financing activity and a lower
foreign loan activity in 1979.

Service charges on deposit accounts were up $12,675,000 or 33 percent over 1980. Service
and overdraft charges on NOW accounts exceeded $12t300,000, accounting for most of
the increase. Most NOW accounts have been opened via the Bank's Gold Account pro
motion. In 1981, service charges on Gold Accounts increased by more than $6,000,000,
accounting for much of the increase in NOW account income. The 24 percent increase
in service charge income in 1980 over 1979 was largely due to revisions in fee schedules
late in 1979.

Gain on 1981 extinguishment of long-term debt amounted to $11,892,000, a decrease of five
percent compared to such gains realized in 1980. In two separate 1981 transactions, the
Parent exchanged a total of 897,247 shares of its newly issued common stock for
$33,701,000 aggregate principal value of the Company's long-term debt. These ex
changes decreased the Company's leverage ratio. In 1980 and 1979, the gains resulted
from the repurchase of long-term debt for cash. The 1979 gain was less significant in
amount. In all three years, these gains were either non-taxable or tax deferred.

Trust and corporate agency income rose 18 percent in 1981 over 1980 and 13 percent in 1980
over 1979, reflecting new accounts, increased activity in existing accounts and fee
schedule increases.

The increase of $35,746,000, or 362 percent, over 1980 in the all other category is mainly
attributable to the first quarter pre-tax gain of approximately $15,000,000 recognized on
the distribution to the Bank and subsequent sale of equity securities previously held
by Wells Fargo Investment Company, an unconsolidated subsidiary of the Bank. Also,
fourth quarter pre-tax gains of $4,143,000 were recognized on sales or exchange of secu
rities previously received in loan workouts and more favorable results were realized
from the sale of loans and loan participations.

• Other income

Table 4 Breakdown ofother income

Year ended December 3',

(In thousands) 1981 1960 1979

Service charges on deposit
accounts $ 50,521 $ 37,846 $ 3°,628

Trust and corporate agency income 38,7
'
3 32,875 29,029

International commissions, syndication
fees and foreign exchange 37,882 21,586 11,749

Serv ice fees 29,068 27,159 16,415
Gain on redemption of long-term debt 11,892 12,515 1,270

Equity investment income 7,150 6,219 1,)48

Trading account profits and
commissions 6,466 6,523 2,293

Domestic commissions 6,25
'

6,414 5,523
Escrow fees 2,547 2,235 3,°35
All other 45,633 9,887 9,680

Total $236,123 $163,259 $110,97°

Table s

• Other etJePense

Breakdown ofother etJePense

(In thousands)

Salaries
Employee benefits
Equipment expense
Net occupancy expense
Postage, stationery and supplies
Travel and entertainment
Telephone and telegraph
Professional serv ices
Advertising
Outside data processing expense
Protection
Federal deposit insurance
All other

Total

1981

$348,048

78,397
62,682
60,779
38,32 3
22,146
20,979
'9,,87
'5,294
9,261
7,57

'4,525
62,444

$749,636

Year ended December 3',

1980 '979

$287,833 $253,44
'68,089 59,428

4' ,9' 3 33,761
47,649 38,53°
3°,°5' 30,182
'7,036 '3,459
'7,584 '4,268
13,177 '°,9

'
9

12,683 10,937
11,481 10,050
5,983 4,877
5,084 4,955

38,231 46,5°9

$596,794 $53
'
,316



INCOME.

Other expense increased 26 percent in 1981 and 12 percent in 1980.

Salary expense in 1981 was up 21 percent compared to the prior year. In 1980, the
increase was 14 percent. In 1981, the Company's year-end staff grew four percent compared to no
increase in 1980 and salary levels continued to rise due to inflation. Recently, controls have been
instituted which will mitigate 1982 growth in salary expense. The increase in the employee benefits
category is largely a function of rising payroll taxes and group insurance costs in 1981 and 1980 in
addition to the increased staff size in 1981.

The increase of 28 percent in net occupancy expense reflects new loan processing cen
ters, expansion of the Bank's branch network and increases in repairs, maintenance and utility costs.
The 50 percent increase in equipment expense was affected by the installation of large numbers of
automated teller machines, by higher computer rental and software costs and by the opening of the
El Monte Data Processing Center in Southern California. However, credit card processing formerly
done by an outside entity was converted to internal processing, thereby causing a decline in outside
data processing expense. For 1980 compared to 1979, there were increases of 24 percent in both net
occupancy and equipment expense. The increase in net occupancy expense over 1979 reflected in
creases in rental and utility expense.

Most other categories of other expense grevv, reflecting inflation, the growth of the
Company and increased costs associated with the introduction of new Wells Fargo products.

The all other category was up 63 percent in 1981, largely as a result of these factors:

An increase of $6,086,000 in special services expense, consisting mainly of payments for
outside computer programming costs.

A $3,500,000 contribution to the Wells Fargo Foundation associated with the $15,000,000
WFIC stock distribution reported above.

In 1981, there were over $750,000 of charges by the Federal Reserve Bank for check pro
cessing, wire transfer and other services previously provided free. The most significant
charges began in September, so this expense will be substantially higher in the future.
However, these costs will be more than offset by earnings on funds released by concur
rently lower reserve requirements.

In 1980, all other expense decreased 18 percent from 1979 due to reductions of operat
ing losses and a special credit of $3,)00,000 in 1980, which reduced interest accruals relating to state
tax liabilities of prior periods.

In 1982, all other' expense will be reduced by a change in accounting procedure. In 1981
and prior years, costs incurred upon the issuance of Company debt had been amortized into all
other expense. Beginning in 1982, such costs will be amortized into the associated categories of in
terest expense as an adjustment to the cost of borrowing. Such costs in 1981 were approximately
$1,200,000.

• Taxes
The Company's effective income tax rate on earnings in 1981 was 21 percent. The comparable rates
in 1980 and 1979 were 30 percent and 37 percent, respectively. The main reason for the continuing
decline in effective tax rates was a sustained increase in tax-exempt income as a proportion of in
come before income taxes and securities transactions. This sustained increase was partly due to
decreases in both 1981 and 1980 in income before income taxes and securities transactions. The pro
portion of interest income exempt from federal taxes increased in both 1981 and 1980. Additionally,
gains of $11,892,000 and $12,515,000 were recognized in 1981 and 1980, respectively, on extinguish
ment of certain of the Company's long-term debt. Substantially all of these gains were non-taxable.
In 1981, this was accomplished via exchanges of newly issued shares of the Parent's common stock
for reacquired debt. In 1980 the debt was repurchased for cash. Also, a gain of approximately
$15,000,000, taxable at capital gains rates, was recognized in 1981 on the distribution to the Bank
and subsequent sale of appreciated marketa ble equity securities. The securities had previously been
held by an unconsolidated subsidiary of the Bank. All of these events are discussed under OTHER
INCOME above. These events explain why the tax provision decreased by $17,816,000 in 1981 and
by $26,702,000 in 1980 compared to the respective prior years.

The Company is subject to significant tax burdens (in addition to income taxes de
scribed above) at the federal, state, and local levels. In 1981, 1980 and 1979, the Company expensed
$31,717,000, $22,946,000 and $21,407,000, respectively, for taxes based on payroll, property values
and other measures. When combined with income taxes of $31')74,000 in 1981, $51,)89,000 in 1980
and $7°,691,000 in 1979, the Company's aggregate tax burdens were 34 percent, 38 percent and 43
percent for those years, respectively, on income before all taxes.

Additional detail of income taxation is presented in Footnote 12 to the financial state
ments at page 78.

• Securities transactions
~ains or losses, net .of tax, from the sale of investment securities are shown separately in the consol
Idated statement of ~ncome and in the Parent's statement of income. The Company realized after-tax
losses of $1.,948,000 In 1981 compared to an after-tax gain of $127,000 in the prior year and a loss of
$6,786,000 In 1979. The 1981 loss resulted primarily from the sale in the third quarter of certain low
y~eld~ng investment ~ecurities. This sale was transacted in order to free funds to finance higher
yIeldIng assets. In thIS sale, $40,000,000 aggregate principal amount of securities were liquidated.

Profits or losses on trading portfolio securities are reported at page 36 under OTHER

Bt:dame sheet analysis

he condensed consolidating balance sheet shows year end Company asset, liability
and stockholders' equity balances and indicates which entities control them.

Condensed Consolidating BRlRnce Sheet

Wells Fargo Decem ber }1, 1981

& Company
Wells Fargo Eliminations Consolidated

(In thousands)
& Companj Wells Fario Finance Other and Wells Fargo

(Parent Bank, N.. subsidiaries subsidiaries reclassifications & Company
a1Jd Assets
Subsidiaries Cash and due from banks $ 928 $1,712,)99 $ 10,469 $ 5,962 $ (9,919) $ 1,719(8)9

Interest-bearing deposits )62,)05 858,606 64 (362,369) 858,606
Securities, including trading 108,656 1(1)1,682 5,604 ),647 1,249,589
Funds sold 6,900 6,900
Loans-net 1(5)9 15,)95,560 1,5)9,041 )5° 16,9)6,490
Lease financing )08,)96 578,50) 886,899
Investment in subsidiaries 1,101,529 56,525 (1,158,°54)
Intercompany loans 1,776,941 194 177,201 (1,954,))6)
Other assets 90,64) 1,465,885 78,417 10,6°5 (84,684) 1,560,866
Total assets $),442,541 $20,879,622 $2,212(0)4 $254,)54 $(),569,)62) $2),219,189

Liabilities and stockholders' equity
Deposits $ $17,226,215 $ $ $ ()72,288) $16,85),927
Borrowings 2,))8,104 1,677,)92 2),523 124,262 4(16),281
Intercompany borrowings )1,516 31,721 1,841,721 50,000 (1,954,958)
Other liabilities 49,585 1,018,800 18),508 14(0)) (84h7) 1,181,049
Total liabilities 2,419,205 19,954,128 2,048,752 188,295 (2,412,12) 22,198,257
Paid-in capital and retained earnings 1,02),)36 927,898 16),282 66,059 (1,157,2)9) 1,02),336
Foreign currency translation adjustment (2,404) (2,404)

Total stockholders' equity 1,02),))6 925,494 16),282 66,059 (1,157,239) 1,020(9)2
Total liabilities and

stockholderS> equity $3,442,541 $20,879,622 $2,212,0)4 $254,)54 $(),569,)62) $2),219,189
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Maturities and yields (taxable-equivalent basis)

• Itwestmen:t securities
Detail of the investment portfolio by type of issuer and maturity is displayed in table 6. Investment
securities balances fell late in 1981 as the Bank sold certain securities and other securities matured;
see SECURITIES TRANSACTIONS. Investment securities may also serve as a back-up source of
liquidity; see LIQUIDITY MANAGEMENT below for further discussion.

Table 6

Average

Total
maturity

Avera~e (in yrs.
(DoUars in thousands) amount yie d -mos.)

Book value
u.s. Treasury $ 308,869 10·34% 1-9
Other U.s. government

agencies 252,592 9.05 3-0
States and political

subdivisions 596,872 9.21 3-6
Other bonds, notes and

debentures 34,967 8.56 2-0

Total 1,193,)00

Stocks 17,206

$1,210,5°6

December )1, 1981
Remaining Maturity

After one year After five years
After ten yearsOne year or less through five years through ten years

Amount Yield Amount Yield Amount Yield Amount Yield

$169,580 10.42% $124,088 10.41% $15,201 9.02% $ -%

50,799 9.22 179,815 9.19 5,100 9.14 16,878 7.05

1560467 8·97 322,286 9·45 69,884 9.05 48,235 8.58

29,182 7.31 1,714 15.92 2,503 16.03 1,568 11.96

$4°6,028 $627,9°3 $92,688 $66,681

].
LOllnmix*
(%)

·Based on average loan balances
_ Consumer

~\\\\\~ Foreign
_ Commercial

~\\\\\'l Real estate

.p.

December )1,

1978 1977

$ 1,610,038 $ 10422,814 $

4,548,821 4,034,440 2,885,148 2,149,515
1,986,926 2,271,821 1,948,926 1,199,849

475,290 596,001 535,090 414,171

$16,)91,524 $15,1930410 $12,895,669 $10,23°,139

Total

4,6°5,960
1,5170415

460,029

$17,296,999

- $ 2,131,815

December )1, 1981

provided above for 1977, and referred to as International Operations, represents
assets and activity of that Group.

(2) Based on remaining maturities.

- $

Over five years (2)

Predeter- Floating
mined rate rate

Over one year
through five years (2)

One year Predeter- Floating
or less (2) mined rate rate

167,323 139,896 86,924 537,033 234,°°5 1,165,181 1,1520452 929,082 754,°56 559,977
331,999 740386 34,246 1,635 4,3°6 446,572 526,)57 597,168 493,616 435,)57

165,583 33,042 15049° 111,)20 166,287 329,585 2690429
318,249 4041 7 72,865 265,°31 216,848 188,750 171,899

2,38°0483 682,956 720,234 3,796,17° 3,068,175 2,569,597 2,060,932
3,196,314 7 4,801 842,83 4,698h8 4,°480478 3,581 ,548 2,937,617

962,084 180,3°3 459,954 328,121 1,919,119 1,890,774 204°3049°

$1,312,159 $ 217,881 $ 601,775 $

AtUI1ysis ofloan ponfolioTable 7

(In thousands)

Selected loan maturities:
Real estate construc-

tion loans
Real estate mortgage

loans (excluding
loans secured by
1-4 family residen
tial properties)

Financial institutions
Loans for purchasing

and carrying
securities

Loans to farmers
Other commercial

Total commercial

Foreign loans (1)

Loans attributable to
international opera-
tions, including
loans domiciled in
domestic offices (1)

Total selected loan

maturities $5,637,880 $1,332,881 $1,
~~~

Other loan categories:
Secured by 1-4

family residential
properties

Monthly payment loans
Credit card

Total loans

(1) Foreign loans provided above for 1978 through 1981 represent loans to bor
rowers domiciled outside of the United States as defined by the Securities and
Exchange Commission. The Bank provides international banking services from
.ts foreign and domestic based International Group offices. The information

$1,°44,531

17,689

$1,062,220

• Loan portfolio
Total loans at December 31, 1981 increased six percent over year end 1980, a slower rate of growth
than the increase of eight percent experienced in 1980. Average and ending balances increased
within every classification of the loan portfolio except consumer loans.

Commercial loans totaled $5,}26,931,OOO at December 31, 1981, an increase of 13 percent
compared to December 31, 1980. This compares to a 16 percent increase between December 31, 1980
and December 31, 1979. Included in commercial loans are loans to farmers, which amounted to
$404,239,000 at December 31, 1981 and were up 53 percent over December 31, 1980. The Bank, which
is among the five largest commercial bank lenders to agriculture in the United States, recognized the
difficulties most farmers have in dealing with volatile interest costs. In November 1980, the Bank
established a Base Agricultural Rate (BAR) to be used for certain agricultural loans, with the rate
based on a longer-term (compared to prime) cost of funds index. The rate is reviewed monthly and
borrowers' interest costs are adjusted to reflect changes in the BAR.

The Company's financial statements show the real estate loan portfolio in two cate
gories, construction and mortgage loans. The construction category is comprised primarily of con
struction loans with original maturities of five years or less, but also includes other interim real
estate loans. Construction loans include loans for tract homes and commercial property develop
ments. All other real estate loans of the Company, including 5 year purchase money real estate loans,
are included in the real estate mortgage category.

Construction loans at year end 1981 totaled $2,131,815,000, an increase of 32 percent
over year end 1980. The comparable increase in 1980 was 13 percent. The portfolio grew at a faster
rate during 1981 because of moderate new business activity combined with increased disbursements
under existing loan commitments and slower payoffs. Continued high interest rates, the lack of
funds in the long-term mortgage market and an uncertain economic outlook, which affected payoffs,

• Interest-bearing deposits
Interest- bearing deposits fell in the fourth quarter of 1981 as management implemented the use of
interest rate futures (discussed under ASSET/LIABILITY MANAGEMENT.) Such deposits had previ
ously been used to offset the Bank's net liability position in the six month maturity category.

Market value
Investments with maturities

Stocks

Total



(Dollars in millions December 31, 1981 December 31, 1980

except per capita GNP) Amount Percent Amount Percent

Major oil exporting $ 264 10.8% $ 181 6·4%
Other countries classified

by per capita GNP:
In excess of $2,000 917 37·7 998 35·3
$750 to $2,000 993 40.8 1A06 49·7

$375 to $750 244 10.0 220 7.8

$200 to $375 4 .2 6 .2

Less than $200 11 _'_5_ __1_7 .6

$2A33 100.0% $2,828 100.0%

+2.

Table 8

also contributed to an increase in loans to residential builders placed on non-accrual during 1981.
Construction loans generally have relatively short maturities and their rates move with money mar
ket rates, mitigating the effect of increases in the cost to the Company of short-term funds.

Loans secured by 1-4 family residences increased one percent in 1981 to $4,605,960,000.
The comparable increase in 1980 was 13 percent. Approximately half of such. loans in .the B~nk .at
December 31, 1981 and December 31, 1980 were on a variable rate basis, WhICh perml.ts penodlc and
limited adjustments in the rates at which the loans were originally written. These vanable rate mort
gage loans afford the Company some protection against ri~ing ~osts of fund.s. The slower rate of
growth in 1981 resulted from high interest rates, the Bank s pohcy adopted ill December 1980 ~ot to
make long-term fixed rate loans, and regulatory restraints on the types of real estate loans Whl~h
could be offered. Based on new regulations adopted by.the Comptroller of the Currency, an AdJust
able Rate Mortgage (A.R.M.) was introduced in October 1981. The A.R.M. is a 30 year mortgage
whose rate changes based on movements in the 6 month moving average cost of 3 year U.S. Treasury
obligations. The A.R.M. reduces funding risk and therefore enables the Bank to offer long-term
mortgages.

Consumer loans include monthly payment loans and credit card loans. Year end monthly
payment loans decreased 24 percent from 1980, while credit card loans decreased :hree percent c.om
pared to 1980. In 1980, outstandings decreased 13 percent ~nd 20 .p~rcent, respectively. The dechne
in consumer loans reflected continued rigorous Bank lendmg polICIes as well as reduced consumer
demand for further borrowing, resistance to higher borrowing costs and a very weak automotive
sales year.

Reflecting the recessionary economy, the Company continued to experience higher than
historical loan losses in its consumer loan business, although delinquencies declined from 1980
levels. Net losses experienced in the Bank's automobile dealer indirect non-r~coursepr~gram :,er~

reduced to approximately $2,000,000 in 1981 from approximately $9,800,000 m.1980. ThIs dech~e ill

losses resulted from tighter credit standards instituted in mid-1979 as well as unproved collectIOn
and recovery procedures resulting from centralization and automation. The Bankruptcy Reform Act,
which makes it simpler for borrowers to declare bankruptcy, added to the Company's gross loss
experience.

Year end foreign loans increased nine percent in 1981 to $2,089,668,000 compared to a
one percent increase in 1980. These rates of growth were due to continued implementation of a
strategy begun during 1978 in response to unfavorable market conditions. This strateg.y st~essed an
accepta ble risk-reward relationship in pricing, credit worthiness and terms when consl~enngnew
transactions. Moreover, international loan syndication activity has been accelerated dunng 1981. In
addition to syndicating new loans, more than $286,000,000 of existing international outstandings
were sold during the year.

The Company's foreign loans and acceptances at December 31, 1981 were spread among
84 countries. Such loans and acceptances in anyone country did not exceed two percent of total
assets. Foreign acceptances totaled $346,443,000 at December 31, 1981, a decrease of ~2 perce~t com
pared to December 31, 1980. The comparable increase in 1980 was 205 percent. T~e ~ncr~ase m 1980
reflected increased customer interest in such financing. The decline in 1981 was mdICatlve of man
agement's decision to concentrate on higher-earning assets.

Foreign loans and tUceptames· breakdown by extent ofcountry development

K.
A1'erRBe loans

$18-------------

($ billions)

Table 8 provides a schedule of foreign loans based upon the extent of country devel
opment as measured by per-capita GNP data obtained from the World Development Report prepared
by the World Bank.

During 1981, the Company increased its efforts to sell assets in an attempt to confirm
portfolio liquidity, decrease leverage and increase return on assets. In addition to the Bank's regular
international syndication activities, the Company sold over $545,000,000 of loans, including com
mercial, real estate and consumer loans plus the $286,000,000 of foreign loan sales noted above. Con
tinuation of this program will depend on management's evaluation of opportunities in the market
and the level of assets to be retained.

Table 7 provides a detailed breakdown of the various components of the loan portfolio
segregated by remaining maturity. The Company generally expects loans to be paid at maturity but
there are certain circumstances under which loans may be "rolled-over:' The Company may agree to
lend money in a series of 90 day notes, with each renewal or rollover based on continued customer
performance as contracted. Renewals or rollovers will also occur when a customer borrows under an
existing line of credit or a revolving commitment. Finally, in the case of problem loans, the Com
pany may decide to renew or restructure loans as part of a work-out agreement. All loans are shown
in Table 7 according to their current contractual terms rather than on the basis of their original ma
turities.

• Loan portfolio management
The object of loan portfolio management is to ensure that loans are granted on a sound basis, that
Company funds are properly invested for the benefit of the shareholders and the protection of de
positors, and that the Company serves the legitimate credit needs of its community. Significant
management activities include planning for portfolio volume and mix, measuring portfolio per
formance, setting credit policies and providing adequate training to ensure that loan portfolio poli
cies are properly executed by lending personnel. Credit training directed toward new, junior and
experienced credit officers is provided through proprietary courses in uniform cash flow analysis,
the elements of country risk, lending to multinationals and loan pricing.

The Company restricts unusually large commercial loan concentrations within the port
folio and attempts to minimize risk through diversification. Loans to particular industry classi
fications are monitored on an ongoing basis.

From time to time, certain foreign countries experience difficulties in meeting re
payment programs due to economic or political conditions, the outcome of which cannot be pre
dicted with any certainty. Also, temporary balance of payment difficulties, together with inadequate
foreign exchange reserves and other factors, may require rescheduling of certain foreign loans.

The country risk review committee analyzes each country where the Company has or
may have exposure in order to assess the cross-border and cross-currency risk inherent in inter
national lending. The membership includes senior officers of the International, Corporate, and Eco
nomics Departments of the Bank, who review reports prepared by professional staff economists and
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Loans90 days or 1norepast due (1)

.. In cases where borrowers are experiencing financial difficulties, but where collectibility
of pnnCIpal appears probable, loans may be renegotiated to provide rates significantly below the
original contractual rates. Loans of this type to customers owing $500,000 or more are classified as
renegotiated and interest is accrued at the reduced contractual rate. If, after renegotiation, doubt
arises as to the customer's ability to meet the revised payment schedule, the loan is classified as a
non-accrual loan and the recognition of interest income is subject to non-accrual policies.

Other real estate owned, which is primarily Teceived in foreclosure or in settlement of
non-performing loans, but also includes real estate owned in connection with the transfer of Com
pany employees, was $27,112,000 at December 31, 1981. This compares to $15,881,000 at December
31, 1980 and to $16,628,000 at December 31, 1979. This balance is included in other assets on the
balance sheet.

Table 9 presents comparative data for non-accrual and renegotiated loans by category.
Non-accrual loans increased by 74 percent and renegotiated loans were 154 percent higher at Decem
ber 31, 1981 than at December 31, 1980. The most significant increases in non-accrual loans occurred
in the areas of: 1.) construction loans to residential builders and 2.) middle market corporate bor
rowers. Reductions in the Bank's non-accrual loans occurred through: 1.) payments which brought
the loans current or paid in full, $56,599,000, 2.) charge-offs, $13,512,000 and 3.) renegotiated loans,
$7,752,000.

Loans contractually past due 90 days or more as to interest or principal, excluding non
accrual and renegotiated loans, along with the percentage relationship to the respective loan
amounts outstanding were as follows. In 1979 and prior years, similar loans 60 days or more past
due were required to be shown. Both 60 and 90 day past due presentations are shown for 1980 to
facilitate analysis. In analyzing the level of past due loans, management believes it is important to
recognize that past due status is not necessarily indicative of potential problems. Certain loans are
classified as past due although interest is current and no collection problems are anticipated. For
example, a loan may be included which has been rolled over but internal documentation of the roll
over has not yet been finalized. In another example, a real estate loan on which imminent payoff is
expected may be included because the Bank can most expediently maintain its lien position by not
formally renewing the facility.

(2) See the footnote to table 9 for explanation of the difference in
presentation between foreign and international loans.

++.

Table 9

assess social, political, and economic risks. Based on assessments of the committee, International
Banking Group management recommends specific country limits which are then approved by the
Executive Office. Despite the thoroughness of these review procedures, the swiftness with which
international events occur, together with an inability to reduce longer term outstandings, will affect
the level of foreign loans placed on non-accrual or renegotiated status. Foreign loans on non-accrual
status declined by approximately $4,700,000 during 1981. A decrease of approximately $30,000,000
in loans to entities in Iran which had been on non-accrual status at December 31, 1980 was in part
offset by problems in other foreign countries.

• Non-earning and partialo/ earning assets
Commercial, foreign, real estate (other than 1-4 family) and consumer loans (other than homeowner
loans secured by second deeds of trust or mobile homes) of $25,000 and over are normally trans
ferred to non-accrual status when 1) it becomes apparent that the payment of interest or recovery of
principal is questionable, 2) when a loan is rated as doubtful by internal loan examiners or national
bank examiners or 3) when it has been delinquent for 90 days or more. All exceptions to this policy
require explicit approval of senior management. As a result of these policies, no large loans are
carried as current where serious doubt exists as to the ability of the borrower to comply with the
present loan repayment terms.

Non-earning and partialo/ earning loans
-----------------------

December 31,

1981 1980 1979 1978 1977
Non- Renego- Non- Renego- Non- Renego- Non- Renego- Non- Renego-

accrual tiated accrual tiated accrual tiated accrual tiated accrual tiated
(In millions) loans loans h) loans loans (1) loans loans (1) loans loans (1) loans loans (1)

Real estate loans (2):

Construction $155·7 $ 2·9 $ 31.5 $ - $ $ - $ $ - $ $ -

Mortgage 6.1 ~ ~ -----1.2
Total real estate 161.8 5·9 37.8 4·5 34.8 3.6 31.5 4·5 18·5 '4.2

Commercial loans 13°·3 63·4 105.1 '4.0 94.0 9·9 80.6 21.9 '32.9 28.8
Consumer loans 5. 6 4·9 7·5 4.2 2·7
Foreign loans (3) 44·7 24.6 49·3 18·4
International loans (3) 72.6 ~ '4·9

Total $342.4 $93·9 $197.1 $36.9 $208,9 $13·5 $125.5 $26·4 $169.0 $43.0

(,) Loans $500,000 and over in amount and with interest rate reduced ciled outside of the United States as defined by the Securities and
significantly. Exchange Commission. The Bank provides international banking

(2) Information relating to the breakout of real estate loans between
services from its foreign and domestic based International Group
offices. The information provided above for years prior to '980, and

construction and mortgage is not available for years prior to 1980.
referred to as International loans, represents assets and activity of

(3) Foreign loans provided above represent loans to borrowers domi- that Group.

When an account is placed on non-accrual status, any accrued interest outstanding is
reversed against income. Subsequent interest receipts may be credited to income on a cash basis or
may be applied to the principal balance outstanding, depending upon management's judgment of
the extent of the credit risk involved. Non-accrual loans are restored to accrual status when, in the
opinion of management, the financial condition of the borrower has improved to the extent that
collection of both interest and principal appears probable. If a loan on which interest payments have
been applied to principal is later restored to accrual status, current accounting policy requires that
the principal balance outstanding remain on the books at the reduced level and that the interest
already received be amortized into income over the remaining maturity of the loan. During 1981,
approximately $1,000,000 of income was deferred and will be recognized over a period ending in
1986.

Management's classification of a loan as renegotiated or non-accrual does not neces
sarily mean that the loan principal will not ultimately be collected. Loans in these categories repre
sent a wide range of credit problems. Those which represent more serious problems are supervised
by special departments of the Company whose staffs are skilled in working out problem loans.

Table IO

December 31,

1981 IgSa
(Dollars in millions) Amount Percent Amount Percent

Real estate loans:

Construct ion loans $ 73·3 3·4% $ 30.2 1.9%
Mortgage loans -.E:! .6 ~ ·3

Total real estate 1°5·4 1·3 47.8 ·7
Commercial loans 95·5 1.8 38.5 .8
Consumer loans 10.2 ·5 18·3 ·7
Foreign __·_4 .8

$211·5 1.2 $105.4 .6

Loans 60 days or more past due

1 gSa
(Dollars in millions) Amount Percent Amount

Real estate loans (,)
Construction $ 41.3 2.6% $
Mortgage ~ .6

Total real estate 74·9 1.0 39.0
Commercial loans 67.0 1.4 25·3
Consumer loans 40.2 1.6 29.2
Foreign (2) 3.1 .2 11.8
International loans (2)

$,85.2 1.1 $105.3

(1) Information relating to the breakout of real estate loans between
construction and mortgage and 90 days past due information is not
available for years prior to 1980.

1978
Percent

-%

.6
·4

1.2

.6

December 31,

'977
Amount Percent

$ - -%

17·5 ·5
5·7 .2

12·7 .8

__·4

$36,3 ·4

v.



Table n

• Charge-offpolicies
Management has established charge-off policies which are followed throughout the Com~any: Credit
card accounts are charged off when they are six billing cycles delinquent or when a loss IS eVIdent,
whichever is sooner. Loans secured by mobile homes are charged off when payments are past dU~
for 180 days. Other consumer loans are charged off when 90 days delinquent, except for automobile
loans if the collateral has been repossessed, in which case the loan is charged off after sale of th~
collateral but within 90 days after the end of the redemption period. In the latter case, the loa~ IS.
placed on non-accrual status pending sale of the collateral. Credit card and consumer loans to mdl
viduals in bankruptcy are charged off upon notice of bankruptcy unless secured .by a deed of trust
on real property. Commercial and other loans, unless they are well secured and m the process of
collection, are charged off when principal or interest is past due for 180 days or when manag~me~t
judges the loans to be uncollectible. It is also the Company's policy to charge off any loan WhICh IS
classified as a loss by the Company's internal loan examiners.

Net charge-offi by loan categlWY-----------_.....---------

L.
Loan loss provisitm vs.
net &harge-offi

.6%----------------

.5%-

.4%

.3%

.2%

.1'Vo

0%

(% of average loans)

_ Loan loss provision

_ Net charge-off's

M.
RRtio ofRlUnvamefor loan
losses to year-end loans (%)

1.3%-

1.2%-

1.1%-

1.0%-

0.9%-

0.8%-

0.7% -...,•••••••••••••.,
_ Ratio to loans excluding loans on

1-4 family residences

Ratio to toralloans

Real estate Consumer

Construc- Residen- Monthly Credit

(In thousands) tion (1) tial Other Commercial payment card Foreign (2) Total

1977
$4,013 $21,762 $ 7,859 $ 5,9°8 $ 1,005 $4°,554Loan charge-offs $ 7

Loan recoveries 2 -------22 5,885 ~ 1,176 ~ 8,976
-

Net charge-offs U $),958 $15,877 $ 6,3°4 $ 4,732 $ 7°2 $3
'

,578

Net charge-offs as a
5°·3% 20.0% 15.0% 2.2% 100%

percent of total 12·5%

1978
$ 80438 $10,146 $ 6,849 $4, ,634

During 1981, net charge-offs were $47a84,000 as compared to $60,043,000 during 1980
Loan charge-offs $ 5 $ 234 $15,962 and $4°,098,000 in 1979. As a percentage of average loans outstanding, net charge-offs were .29 per-
Loan recoveries ~ 5,088 1,9,6 10405 1,)45 10,261

cent in 1981, .39 percent in 1980 and .30 percent in 1979. According to Statement of Financial Ac-

Net charge-offs $ 5 $ (273) $10,874 $ 6,522 $ 8,74' $ 5,504 $31,)73 counting Standards No. 15 (FASB 15), subsequent to a restructuring of troubled debt, any assets
received in satisfaction of nonperforming loans are accounted for as if they had been acquired for

Net charge-offs as a
34.6% 20.8% 27·9% '7.6% 100%

cash. During 1981, the Bank 'sold or exchanged certain securities previously received in settlement of
percent of total (.9)% nonperforming loans; these securities were carried as other assets and in keeping with FASB 15, the

1979 $56,068
gains on their disposition are reflected in other income, regardless of how these assets had been

Loan charge-offs $1,594 $ 9,01 5 $24,261 $18,357 $ 2,84
'

acquired. Management, however, considers these gains to be tantamount to loan loss recoveries and,
Loan recoveries ~ 5,695 3,761 2,)32 4,110 '5,970 therefore, believes that reported net charge-offs during 1981 are overstated by approximately

Net charge-offs $1,522 $ 3,)20 $20,5°0 $16,025 $(1,269) $40,098 $1.8 million as a result of this classification. No material comparable gains were realized in either
1980 or 1979.

Net charge-offs as a
3.8% 8.2% 51.1% 4°.0% (3.1)% 100% Credit card and monthly payment loan net charge-offs decreased from the unusually

percent of total
high levels of loss experienced during 1980 and 1979. Net charge-offs in other loan categories were

1980
$ $21,872 $39,579 $21,523 $ 144 $830457

somewhat higher than in 1980 in absolute dollar amount. But in the case of commercial loans, losses
Loan charge-offs $ 82 $ '7 24° were lower as a percentage of loans outstanding. Table 11 provides a breakdown of loan losses and
Loan recoveries ~ 3,954 12,747 30480 3,080 2304

'
4

recoveries over the last five years by type of loan.
Net charge-offs $ 82 $ 17 ~ $17,9,8 $26,832 $18,043 $(2-9)6) $60,043

Net charge-offs as a
• Allowancefor loan losses

percent of toal .1% .2% 29.8% 44·7% 3°·1% (4·9)% 100% The allowance for loan losses is increased in two ways: 1.) by adding to the allowance the amount of

1981
the provision for loan losses which has been charged against earnings, and 2.) by adding amounts

Loan charge-ofts $298 $503(J) $ 233 $250357 $22,415 $18,917 $ ),305 $71,028 recovered on previously charged-off loans. The allowance is reduced when loan amounts deemed to

Loan recoveries 8 ~ 6,266 12,027 4,142 ~ 23,644 be uncollectible are charged against it.

Net charge-ofts $298 $495 ~) $19,°91 $10,388 $14,775 $ 20421 $47,384 The provision for loan losses in 1981 was $58,012,000 compared to $71,°43,000 in 1980
and $62,949,000 in 1979. The amount of the provision is dependent upon the amount which man-

Net charge-offs as a
21·9% 31.2% 5.1% 100%

agement believes is required to maintain the allowance for loan losses at an adequate level after net
percent of total .6% 1.1% (.2)% 4°·3% charge-offs.

(1) Information not available for years prior to 1980.
national banking services from the Bank's foreign and domestic

(2) The foreign category provided above for 1980 and 1981 represents
loan charge-offs and recoveries of borrowers domiciled outside of

based International Group offices.

the United States as defined by the Securities and Exchange Com- (3) Residential loan charge-offs for 19B1 in the Bank were $82,000. The

mission. The information above for years prior to 1980 represents remaining $421,000 of such charge-offs were attributable to second

activity of the International Banking Group, which provides inter- mortgage loans in one of the Finance Subsidiaries.

+6.
+7.

•



Changes in the allowance ftw loan losses

j.Q.

• Deposits
As discussed under INTEREST DIFFERENTIAL AND SPREAD, the deposit environment was charac
terized by a continuing shift from demand deposits to interest-bearing savings deposits and NOW
accounts, continuing growth in 26 week and }o month Treasury certificates, which bear market
sensitive interest rates, and new deposit instruments such as Tax-Saver and individual retirement
accounts. The Depository Institutions Deregulation and Monetary Control Act of 1980 is likely to
increase rates paid on deposit instruments in the future as regulatory rate restraints give way to
competition in the financial marketplace.

(1) Information not available prior to 1980.

(2) See Footnote to table 9 for explanation of the difference in presentation between foreign and international loans.

Management considers the allowance for loan losses of $146,828,000 at December }1,
1981 adequate to cover probable losses on the loans outstanding as of that date. It must be empha
sized, however, that the determination of the allowance for loan losses using the Company's pro
cedures and methods rests upon various judgments and assumptions about future economic condi
tions and other factors affecting loans. No assurance can be given that the Company will not in any
particular period sustain loan losses which are sizable in relationship to the amount reserved or that
subsequent evaluations of the loan portfolio, in light of conditions and factors then prevailing, will
not require significant changes in the allowance for loan losses.

• Intermediate-term debt
During 1981, the Company participated actively in the intermediate-term debt markets. The follow
ing debt was issued during the year:

$100,000,000 of 141/2% Notes due 1991 (issued by the Parent).

$50,000,000 of 151/2% Guaranteed Notes due 1984 (issued by Wells Fargo International
Financing Corporation N.V).

$75,000,000 of 15% Guaranteed Notes due 1985 (issued by Wells Fargo International Finan
cing Corporation NV).

$}6,000,000 of other notes due to 1985 (issued by the Parent).

Additionally, the 15% Guaranteed Notes due 1985 were issued with warrants entitling
the holders to purchase $150,000,000 Zero Coupon Guaranteed Notes due 1988, though none of the
warrants have been exercised to date. The warrants expire September 10, 1982. In February of 1982,
Wells Fargo International Financing Corporation N.V issued $125,000,000 Zero Coupon Notes due
1988 .

Table I3 Allocation ofthe allowanceftw loan losses

December )1, ~81 December ;3", 1980 December )1, 1979 December )1, 1978 Decem ber )1, 1977
Allocation Allocation Allocation Allocation Allocation

of the of the of the of the of the
allowance allowance allowance allowance allowance

Loans for loan Loans for loan Loans for loan Loans for loan Loans for loan
(In thousands) outstanding losses outstanding losses outstanding losses outstanding losses outstanding losses

Real estate loans:
Secured by 1-4 family

residential properties $ 4,6°5,960 $ 4,852 $ 4,548,821 $ 581 $ 4,034.440 $ 100 $ 2,885,148 $ 100 $ 2,:1:49,5"5 $ 100
Construction (1) 2,131,8:1:5 17,229 1,610,038 15,}83
Other 1,165,181 5,682 1,152.452 3,220 2,35",896 11,558 ",54".467 8,462 1,134,}82 2,800

Commercial loans 5,326,931 49,962 4,698,878 29,238 4,048,478 33m8 3,581 ,548 37,134 2,937,617 32,600
Consumer loans:

Monthly payment loans 1,517-415 15,320 1,986,926 30 ,875 2,27",82" 22,}84 1,948,926 "4,74" 1,199,849 5,800
Credit card 460,029 17,644 475,29° 21,539 596,001 20,°55 535,°9° "5,°"6 4"4,"7" 5,400

Foreign loans (2) 2,089,668 13,°54 1,9"9,119 "4,883 1,89°,774 18,440 2.4°3,49° "9,950
International loans (2) 2'}94,605 16,700
Unallocated portion of the

allowance for loan losses 23,085 20,481 18,885 60946 22,785

Total $17,296,999 $146,828 $16'}9",524 $136,200 $15,193,410 $125,200 $12,895,669 $102'}49 $10,23°,139 $86,185

1.:1:8% 1.18% 1.16% 1.05% 1·°9%

.88% .89% .92% ·9°% .96%

.29% ·39% ·3°% .28% ·35%

Year ended December )1,

1981 1980 "979 1978 "977

$ :1:36,200 $ 125,200 $ 102'}49 $ 86,185 $ 76-735
58,0:1:2 7",043 62,949 47,537 4",028

71,028 83.457 56,068 4",634 40,554

23,644 23.414 "5,97° 10,261 8,976

47,384 60,043 40,°98 3"'}73 3",578

$ :1:46,828 $ "36,200 $ 125,200 $ 102,349 $ 86,185

$:1:7,083,318 $16,1°5,483 $14,860,878 $12,645,257 $10,°94,976

$:1:6,608,000 $15,}°5,000 $13,556,000 $11,330,000 $ 8,956,000

.86% .85% .84% .81% .86%

Average loans for the year

Allowance for loan losses as a percentage
of total loans, net of unearned income,
at end of year

Allowance for loan losses as a percentage
of total loans, net of unearned income,
at end of year, exclusive of 1-4 family
residential properties

Allowance for loan losses as a percentage
of average loans for the year

Net charge-offs as a percentage of average
loans outstanding

Table 12 provides data concerning changes in the allowance for loan losses over the
last five years and related ratios for those years. Management believes that the allowance for loan
losses as a percentage of total loans, excluding real estate loans secured by 1-4 family residential
properties, is the most relevant ratio. Losses in the 1-4 family category have not been significant
during the past several years (charge offs in 1981 were approximately 0.01 percent of average loans
outstanding.)

On an annual basis, management compares loans previously classified as to quality by
internal loan examiners to subsequent net losses (charge-offs less recoveries) and computes a loan
loss experience factor for each quality classification. On a quarterly basis, these loss experience fac
tors are applied to the current loan quality classifications for the portfolio. In addition, all loans
$100,000 and over which have been classified are reviewed in detail. Losses on these loans are then
estimated and combined with the estimated net losses derived from the experience factors.

By following the above procedure, amounts are then allocated to each specific loan cate
gory as required by the Securities and Exchange Commission. This methodology to allocate the al
lowance is applied consistently from period to period. Table I} provides a breakdown of the loan
portfolio and the amount of the allowance that has been allocated to each loan category. The remain
ing unallocated portion of the allowance is evaluated in light of portfolio growth, portfolio concen
trations, lending policies, delinquency trends and general economic trends as part of the overall
evaluation of the adequacy of the allowance. Although management allocates the allowance for loan
losses to specific loan categories, the adequacy of the allowance must be considered in its entirety. It
is the intent of management that the allowance for loan losses adequately provides for probable fu
ture losses. At any given date, the amount of the allowance for loan losses will be less than the total
of loans outstanding to borrowers who are experiencing varying degrees of financial difficulty. This
is because experience has shown that the probability of all these loans becoming completely un
collectible is remote. Therefore, management determines a lesser amount which will be sufficient to
absorb probable loan losses.

(Dollars in thousands)

Balance at beginning of year
Provision charged to expense
Deductions:

Loans charged off
Less recoveries on loans charged off

Net deductions

Balance at end of year

Total loans at end of year, net of
unearned income

Table I2

·lX.



$1.0-

$.6-

$.8-

'Includes certificates of deposit greater than $100,000, federal funds,
eurodollar deposits, savings certificates greater than $100,000, other
time deposits and funds borrowed under repurchase agreements.$2.8

1.2
1.0

.8

·7
.6
.6

$7-7

(Dollars in billions)
Amount

Average total outstanding-December 1981

Original maturity

One to 29 days
30 to 89 days
90 to 179 days
180 to 364 days
One to two years
Two to three years
Three to five years

Total

iquidity is the ability of the Bank, the Parent and the non-bank subsidiaries to meet
maturing obligations and existing commitments, to withstand fluctuations in deposit levels, to fund
their operations and to provide for customers' credit needs. The liquidity of the Company ultimately
depends on its profitability, asset quality, the maturity of its liabilities, its reputation and its ability
to borrow in alternative money and capital markets.

The Parent currently borrows substantial funds in the commercial paper and short-term
private placement markets. The Parent's commercial paper. outstanding at December 31, 1981 was
$1,568,000,000 and other short-term debt (one year or less) totaled $27,000,000. At December 31, 1980
and 1979, commercial paper outstanding was $2,068,000,000 and $787,000,000, respectively. Addi
tional information on short-term borrowings is provided in footnote 7 at page 71. In addition to
these short-term borrowings, the Parent raised $136,000,000 from the issuance of intermediate-term
notes in the domestic capital market during 1981 and through its Netherlands Antilles financing
subsidiary, Wells Fargo International Financing Corporation N.Y., the Parent raised $125,000,000 in
the eurodollar market.

Other sources of liquidity include the Parent's unpledged U.S. government securities
portfolio, maturity extensions of short-term borrowings, the sale or runoff of assets, and confirmed
lines of credit from independent banks. The Company's policy is to extend maturities of short-term
borrowings when it is cost effective to do so and to maintain confirmed lines of credit from a diver
sified group of money center, regional and foreign banks. At December 31, 1981, the Company had
$500,000,000 of such lines of credit.

The Bank shifts borrowing activities from market to market with the objective of ob
taining the lowest cost funds in each maturity category while maintaining access to different bor
rowing markets. The Bank follows a global funds management strategy, centralizing selection of
borrowing markets and maturities under one funds manager to facilitate such shifts and to control
its overall borrowing position.

Demand deposits, savin'gs accounts and savings certificates less than $100,000 provide
the Bank with a sizable source of relatively stable and low cost funds. In addition, the Bank issues
certificates of deposit, purchases federal funds and sells securities under repurchase agreements.
Table 15 presents the Bank's borrowed funds position as of December 31, 1981.

Portfolio ofMoney Market Borrowings* Wells Fawo Bank

• Capital adequacy and leverage
Capital adequacy, or the level of capital needed to support the operations of the Company, depends
upon the overall risk to which the Company is exposed. This includes credit, operational, liquidity
and interest rate risk. See LIQUIDITY MANAGEMENT.

The Bank and the Parent utilize a variety of leverage measures to evaluate capital ade
quacy. Such measures are shown in Table 14 for the period 1979 to 1981.

($ billions)
Retained earnings

_ Additional paid-in capital
_ Common stock

....-
77 78 79 80 81

N.
Stockholderr equi~
atyear end

so

S.4

$.2

$1.2 -------------

Table I4 Leverage and capital adequacy

December 31,

1981 1980 1979 Table IS

Company
Assets to equity 22·74 25.87 24.69

Bank
Assets to equity 22.56 25.06 24·73
Loans to equity 16.63 17.12 18.00
Loans excluding 1-4 family homes

to equity 12.06 12.66 13.42
Risk assets* to equity 20.22 22.46 21.66
Risk assets* excluding 1-4 family

homes to equity 15. 65 17.85 16.92

Finance Subsidiaries
Assets to equity 13·55 12·95 13.78

'Risk assets include all assets except cash and due from banks (other than interest-bearing
deposits placed), U.S. Treasury securities and securities of other U.S. government agencies.

The reduction in leverage from year end 1980 to year end 1981 was primarily due to
asset sales discussed above, the two stock for debt exchanges during 1981, growth in retained earn
ings (which increased equity), the use of treasury bill future contracts in lieu of deposit placements
for asset/liability management and the reduction of certain other low-yielding assets.

Management reviews these measures monthly and takes appropriate action to ensure
that they are within established guidelines. Management believes that its current leverage guidelines
and liquidity position are reasonable and generally consistent with industry practice and that its
capital position is adequate to support its various businesses.

Another aspect of liquidity is the short-term portion of the Bank's investment portfolio.
Table 6 lists the maturity structure of the Bank's investment portfolio, including its market value.
To the extent that bonds mature or can be sold to meet short-term cash needs, this portfolio is a
source of liquidity. This is also true of interest-bearing deposits.

Repayment from the Company's consumer and real estate loan portfolios represents an
other significant source of liquidity. Currently, the Company has about $1'}99,545,ooo of monthly
payment loans and about $5,771,141,000 of mortgage loans. In the past, a significant portion of these
loans have prepaid before their maturity. In recent years, prepayment rates on mortgage loans have
been reduced conSiderably due to high interest rates as well as legal decisions affecting the ability to
enforce due on sale clauses in real estate loan contracts. These factors may continue to reduce pre
payment rates in the future. Approximately $1,001,000,000 in principal payments and prepayments
were made from these two portfolios in 1981.
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To accommodate future growth and current business needs, the Company has com
mitted itself to controlled expansion, particularly in Southern California, which will require the ex
penditure of substantial funds. Included in 1982 capital commitments are new branches of the Bank,
routine relocations and remodelings of Company facilities, routine replacement of furniture and
equipment and the leasing of administrative facilities in Southern California. Projected expenditures
during 1982 associated with these projects are approximately $106,000,000. The Company will fund
these commitments from various sources, including net income of the Company and additional bor
rowings of various maturities.

Asset/liabilit:y management

principal goal of asset/liability management at Wells Fargo is to achieve an appropri
ate tradeoff between the Company's average spread and the variability of the spread over time. In
its evaluation of that tradeoff, management relies principally upon statistical relationships among
interest rates. For example, management may decide to fund prime-based three month loans with
overnight borrowings even though a somewhat longer maturity mix of borrowings has had a more
stable rate relation to prime. Such maturity imbalances increase the variability of the Company's
spread but may also produce benefits equal to the expected average spread between the overnight
and longer-maturity costs of funds. Funding positions are kept within predetermined limits de
signed to insure that risk taking is not excessive, and that liquidity is properly maintained.

On the other hand, decisions to shift the Company's asset/liability position are seldom
predicated upon interest rate forecasts. Management believes that market expectations of future in
terest rates are reflected in the term structure of rates. Thus, asset/liability positioning produces no
benefit unless based upon expectations that are contrary to those of the market and are correct.

The Parent, in addition to raising funds for its own use, acts as a funding source for
the Finance Subsidiaries, borrowing funds in a variety of markets and lending them to the Finance
Subsidiaries. The Parent borrows intermediate-term fixed rate funds to fund those subsidiaries mak
ing fixed rate intermediate-term loans or leases, and borrows short-term funds to finance those
subsidiaries which make interest rate-sensitive loans. The Company believes this funding strategy
assists in the overall management of interest rate risk. As of year end, the Parent and the Finance
Subsidiaries combined had approximately $150,000,000 of non-interest sensitive loans financed with
short-term funds. Loans are classified as non-interest sensitive if they have a fixed rate or if they
have a floating rate which is currently fixed due to a usury ceiling limitation.

Table 16 depicts the Bank's interest rate sensitivity based on average balances in De
cember 1981. Assets and liabilities have been assigned to categories according to remaining matur
ity; therefore, the table is not comparable to similar tables, based on original maturity, in previous
shareholder reports. Maturity categories refer to interest rate maturities rather than to final matur
ities of obligations. For example, a new five year loan with a rate that is adjusted every 180 days
would have a remaining interest rate maturity of 180 days. In 60 days, the same loan would have a
remaining interest rate maturity of 120 days.

Interest rate sensitivity Wells Far;go Bank

Averages for December 1981

(DoUars in biUions) Net assets
Net assets (liabilities)

(liabilities) as a
Liabilities (column 1 percent

and minus of total
Remaining maturity Assets equity column 2) assets

One to 29 days $ 1.8 $ 5.1 $(3·3) } (15.6)%}
Prime- based 4.2 4.2 (0·5) 19·9 (2·3)
30 to 179 days 2·7 4.1 (1.4) (6.6)
180 to 364 days ·9 1.0 (0.1) (0·5)
One to five years 2.8 1.6

1.2 } 5·7 }Over five years 4·7 .2 4.5 0.6 21.3 2.8
Non-market ~ ----.2..2 (5.1) (24.2)

Total $21.1 $21.1

Management has made certain judgments and approximations in assigning assets and
liabilities to rate-maturity categories. The remaining maturity of fixed rate loans is based upon re
cent repayment patterns rather than on contractual maturity. Assets and liabilities with no fixed
maturity or with rates that do not move with money market rates are included in the non-market
category. Loans based on the Bank's prime rate are placed in a special category. Because prime is an
administered rate, it has no fixed maturity; however, it is influenced by money market rates.

The Bank continues to manage the maturities of liabilities that fund prime-based loans.
Largely because the Bank has attracted many 26 week Treasury certificate deposits, it has more lia
bilities than loans which roll over every six months. To control that imbalance and to reduce the
proportion of prime-based loans funded with six month liabilities, the Bank had added six month
deposit placements which were funded by corresponding amounts of overnight liabilities. The six
month deposit placements reduced the excess of six month liabilities, while the overnight borrow
ings shortened the mix of liabilities funding prime-based loans.

Since July 1981, the Bank has used a different approach to achieve a similar result. By
using treasury bill futures to hedge a portion of the Bank's 26 week Treasury certificate deposits, the
Bank has effectively converted that portion of its six month liabilities into funds with a three month
rate maturity. That is because the effective cost of hedged 26 week treasury bills approximates the
cost of consecutive I) week treasury bills. Management believes that either hedged 26 week Treasury
certificates or overnight borrowings provide attractive returns in comparison to risk when funding a
portfolio of prime-based loans. The principal difference between the old and new approaches is that
deposit placements increase total assets, while treasury bill futures do not. Thus the use of futures
allows the Bank to reduce leverage or to add higher-yielding assets.

The treasury bill futures hedging program affects the financial statements and the
financial summary. Realized gains or losses on futures contracts obtained for hedging purposes are
deferred and included in the basis of assets or liabilities intended to be hedged. Such gains or
losses are amortized over the remaining holding period of the associated assets or liabilities as
an adjustment to interest income or interest expense. See additional disclosure in footnote 19 at
page 86 and the Financial Summary at page )2.

Net assets with a remaining maturity of one year or greater declined to about $.6 bil
lion from $1.1 billion a year ago. Net long assets were less than) percent of total assets in December
1981 compared to about 5 percent a year ago.

Reduction in the Bank's long position was due primarily to the following:

The Bank increased one to five year money market borrowing to both match new bookings
of one to five year fixed rate loans and to decrease the proportion of existing assets
maturing in over one year which are funded with liabilities maturing in less than one
year.

Since the Depository Institutions Deregulatory Committee removed the interest rate
ceiling on )0 month Treasury certificates in August 1981 (see page )6), the Bank has
experienced a substantial increase in those deposits, resulting in a corresponding re
duction in the long position.

Also contributing to the reduction of the long position was the movement of about
$500,000,000 in the Bank's securities portfolio into less than one year categories on a
remaining maturity basis.

The Bank originated few conventional, long-term real estate mortgage loans for its own
portfolio in 1981.

Other regulatory actions and consumer demand for various Wells Fargo products have
affected the Bank's asset/liability position. The following factors are significant:

Beginning October 1, 1981, Wells Fargo has offered Tax-Saver certificates as permitted by
recent federal legislation. Thus far, these deposits appear to have come primarily from
outside the Bank and from the Bank's 26 week Treasury certificates.

Prior to the start of the Tax-Saver program, interest-sensitive 26 week Treasury certificates
had continued to grow. B·

.'



Deposits in NOW accounts and in accounts providing for automatic transfers between
savings and checking continued to grow. These deposits are more costly than demand
deposits, which have declined in the last year; however, they are relatively inexpensive
sources of funds and often generate significant fee income.

$1.80---------------

O.
QJtarterly earnings W dividends
per share ($)

Quarter ended
December 31.

1980
September 30,

12!l1

$ 123 $ 198 $ 1,149
1,799 1,)23 2,605

1,922 1,521 3,754
2,889 2,263 2,827

4,811 3,784 6,581
8,328 70433 4,842
1,457 1,205 1,°99
1,322 1,926 1,630
3,767 3,270 ~

$19,685 $17,618 $15,113

December 31,
1 981

Significant fourth quarter non-interest income included a non-taxable gain of
$4,788,000 on redemption of long-term debt (exchange of newly issued common stock for debt), pre
tax gains of $4,143,000 on securities previously received in loan restructurings, an increase in for
eign exchange income from adoption of FASB Statement No. 52 and a seasonal increase in trust fees.
Previous quarters of 1981 have not been restated to reflect the adoption, effective January 1, 1981, of
FASB Statement No. 52. See footnote 2 for additional information.

(In thousands)

Loan fees
Real estate

Bank
1-4 family residential

properties
All other

Total Bank
Finance subsidiaries

Total real estate
Commercial
Monthly payment
Credit card

Sundry interest

Total

Loan fees and sundry interestTable I7

1981

IQ 2Q 3Q 4Q IQ 2Q 3Q 4Q
1980

_ Yield on earning assets (T.1Xable-equivalcnr basis)

~~\~ Spread
_ Rate on total funding sources

0%

3%

.Po
Spread - quarterly
(Ofo)

6%

9%

18% -,-........... ..--.....--.r-.................... r .......'r--.

15%

12%

1981

IQ 2Q 3Q 4Q IQ 2Q 3Q 4Q
1980

_Earnings

-Dividends

1.69..

I1.50.,

.~1.33 1.33

I
.1.3i,

~ ! '~~.:

I~
'1.16' ••l

o- r .:~."

~
~\2~ 'Ik~ ~ 11.03.'....".; 'I~

~
Qt' '<1.' .

I 1 '~': ..s,
~ 11l'~ If''!.: 1,-

Ir~~ r~:· ~~ ." ;
~~~.- .....~ ?:t'

[r~
,;, :" .~

1.1.".-
;~:. ~tf~ ~~-\.~;a.: :J:!

.48 .48 .48 .48 .48 .48 .48 .48

$1.00

$1.20

$0.20

so.oo

$0.60

$0.80

$0.40

+.

The following factors appear likely to influence the Bank's asset/liability position in
the future:

Changes in the tax laws have made I.R.A. accounts attractive to many consumers.
An increase in the Bank's volume of these accounts would reduce its net long asset
position.

Near the end of 1981, the Bank re-entered the mortgage market with the introduction of
an Adjustable Rate Mortgage (A.R.M.). A.R.M.s will create less interest-rate risk than
conventional mortgages because they can be funded by liabilities with maturities that
match the interest-rate maturities of the A.R.M.s. Consumer acceptance of A.R.M.s is
uncertain at this time.

Continued deregulation of depository institutions appears likely to lead to increases in the
Bank's costs of consumer deposits and to improve the Bank's ability to compete for ad
ditional deposits.

Fourth quarter

nterest differential decreased moderately in the fourth quarter as market rates declined
and the drop in yields on declining balances of earning assets was greater than the decreases in
rates paid on interest-bearing liabilities. Spread increased five basis points compared to the third
quarter on a moderately smaller total volume of earning assets, decreasing interest differential
slightly.

If interest due on all non-accrual loans and renegotiated loans had been accrued at the
original contract rates during the quarter, it is estimated the after tax earnings would have increased
by $5,738,000 in the fourth quarter of 1981, $5,666,000 in the previous quarter and $3,600,000 in the
fourth quarter of 1980. Related per share amounts were $.24, $.24, and $.16, respectively.

Quarterly fees are summarized. in Table 17. A detailed comparison of rates and yields is
provided in Table 19 and further detail of quarterly earnings is presented in Table 18.

Table IS Consolidated statetne1d ofinanne~ cundensed
1981 19Bo .

Quarter ended Quarter ended
(In thousands, except per share data) March 31 June 30 Sept. 30 Dec. 31 March 31 June 30 Sept. 30 Dec. 31

Interest income $737,623 $770,863 $818,519 $743,269 $577,181 $598,615 $556,018 $650,)79
Interest expense 549.414 596,142 633,188 560,562 404,826 437,826 392,128 469,775

Net interest income 188,209 174,721 185,)31 182,7°7 172,355 160,789 163,890 180,604
Provision for loan losses 16,709 11,292 14,772 15,239 16,939 17,587 16,949 19,568

Net interest income after provision for loan losses 1 , 00 163.429 170,559 16 .468 155.416 143,202 146,941 161,°36

Other income:
Service charges on deposit accounts 10,341 12,082 13,496 14,602 9,180 9,)00 9,529 9,837
Trust and corporate agency income 6,646 9,736 9,717 12,614 6,006 7,121 8,481 11,267
International commissions, syndication fees and

foreign exchange 7,3°1 8,141 6,610 15,830 4,629 4,501 5,602 6,854
Serv ice fees 7.449 7,725 6,504 7,390 6,)35 6,714 6,687 7.423
Other 26,077 11,731 19,664 22.467 8,801~ 10,°71 15,)84

Total other income 57,814 49.415 55,991~ 34,951 37,173 4°')7° 5°,765

Other expense:
Salaries 81,)31 85,181 88,797 92,739 7°,010 7°,318 72,)77 75,128
Employee benefits 21,124 22,101 19,751 15,421 17,599 17,092 14.497 18,901
Equipment expense 11,355 14,923 15,645 20,759 9,308 10,57° 9,811 12,224
Net occupancy expense 12,595 13,775 15,933 18.476 10,558 11,774 12,499 12,818
Other 46,642 46,503 48,)19 8,266 37,229 33,)64 35,478 45,239

Total other expense 173,04 182.483 188.445 205,661 144,7°4 143,118 144,662 164,)10

Income before income taxes and securities transactions 56,267 3°,361 38,105 34,710 45,663 37,257 42,649 47,491
Less applicable income taxes 17,533~ 6.469 2,981 15,186 10,811 12,202 13,124

Income before seClwities transactwns 38,734 23,837 31,636 31,729 30,477 26,446 3°,447 34,)67
Securities gains (losses), net of income tax effect 2 (14) h,937) 1 8~ (21)~--- ---
Net income $ 38, 36 $ 23,823 $ 29,699 $ 31,73° $ 30.485 $ 26,589 $ 30,426 $ 34,364

--- --- ---

Per share:
Income before securities transactions $1.69 $1.03 $1·37 $1.32 $1.33 $1.16 $1.33 $1.50

Net income $1.69 $1'°3 $1.28 $1·33 $1.33 $1.16 $1·33 $1.50
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TableI9 Average balances~ rates paid andyields (yields on a taxable-equivalent basis)

Fourth quarter-19B1 Third quarter-1gBl Fourth quarter-1980
Yields Interest Yields Interest Yields Interest

Average or income! Average or income! Average or income!
(Dollars in millions) balance rates expense balance rates expense balance rates expense

Earning assets
Interest- bearing deposits $ 1,084 15·74% $ 43.008 $ 1,623 16·94% $ 69. 299 $ 1,383 13.14% $ 45.682

Investment securities:
U.s. Treasury securities 367 10.29 9.521 434 10.32 11.289 487 10.52 12.877

Securities of other U.s. government
agencies and corporations 253 9.00 5.693 282 9.02 . 6.358 293 8·95 6.558

Obligations of states and political
subdivisions 608 9.10 13.834 630 9.09 14.315 816 9.23 18.823

Other securities 53 7.96 1·°54 65 10.63 1.727 ~ 6·37 .796

Total investment securities 1,281 9.38 3°·102 1A11 9.52 33.689 1,646 9·47 39.054
Trading account securities 82 17.08 3·5°2 34 16.66 1.416 46 13.64 1.568

Funds sold 118 15·45 4·595 237 17.13 10.235 ~ 14·53 4.969

Loans:
Commercial loans 5,171 16.80 218,923 5,137 19.22 248.907 4A74 15.46 173.888

Real estate loans:
Construction 2,076 16.85 87.912 1,922 19·99 96.541 1,584 17.29 68.812

Mortgage 5,724 11.17 15 .8 3 5,722 10.98 157.023 5,555 10·55 146-461

Total real estate loans 7,800 12.68 247.765 7,644 13.24 253.564 7,139 12.04 215.273
Consumer loans 1,863 14.68 68,594 1,946 14.71 71.818 2,301 14.06 81.060

Fore ign loans 2,°34 17·55 89·97° 2,088 18.76 98.707 1,959 13.61 67.034
Fees and sundry interest 19.685 17.618 15.113
Deferred gain/loss on hedging

transactions (I) ·354

Total loans 16,867 15.23 645. 291 16,815 16,34 690.614 15,873 13.87 552.368

Lease financing 819 14.60 29.9°0 777 14.18 27.551 ~ 11.96 20.670

Total earning assets $20,251 14.87 756.398 $20,897 15.86 832.804 $19,775 13·39 664.311

Funding sources
Interest- bearing Iia bil it ies:

Deposits:
Savings deposits(l) $ ),545 5.25 46.879 $ 3,561 5.28 47.860 $ 3,320 5.24 43.761

Savings certificates 5,581 14·42 202.870 5,213 14.48 190.260 4,116 10.84 112.184

Certificates of deposit 1,357 14·75 5°·435 lA36 15.17 54.903 1,296 12.28 40.017
Other time deposits 563 15.19 21.562 597 16·35 24.605 439 12.13 13.383
Deposits in overseas offices 2,281 15.16 87.184 2,688 16·93 114.719 2,845 13.15 94.035

Total deposits 13,327 12.17 408 .930 13,495 12.71 432.347 12,016 10.04 3°3.380

Funds borrowed 1,280 15·39 49.659 1,597 18.23 73-401 2,437 14·74 90.279
Commercial paper 1,837 14·34 66.418 2,064 17.72 92.180 1,720 14·95 64.633
Intermediate-term and long-term debt:

Intermediate-term debt 980 12.71 31.129 960 12·44 29.844
Long-term debt 177 7. 26 3.212 2°4 7.92 4.038

Total intermediate-term and
long-term debt 1,1 7 11.87 34.341 1,164 11.64 33.882 ~ 8.81 11.085

Total interest-bearing liabilities 17,601 12.61 559.348 18,)20 13.69 631.810 16,676 11.20 469.)77
Portion of non-interest-bearing funding

sources 2,650 2,577 ),°99

Total funding sources $20,251 10.96 559.348 $20,897 12.00 631.810 $19-775 ~ 469.377

Spread and i'Jterest differential ).91% $197'°5° 3.86% $200·994 3·95% $194·934

Non-earning assets
Cash and due from banks $ 1,782 $ 1,9°2 $ 1,877
Other 1,519 1,9)6 1,715

Total non-earning assets $ 3,301 $ 3,8)8 $ 3,592

Non-interest-bearing funding sources
Demand deposits $ ),178 $ 3,525 $ 4,191
Other liabilities 1,460 1,921 1,598
Stockholders' equity 1,013 969 9°2
Non-interest- bearing funding sources

used to fund earning assets (2,6 0) (2,577) (3,099)

Total net non-interest-bearing
funding sources $ 3,301 $ ),838 $ 3,592

(1) lndudes ATS and NOW accounts



Consolidated Balance Sheet

(In thousands) (In thousands)
December 31, December 31,

Assets ~81 1980 LiRbiliiUs and stockholderr elJUUy 1981 1980

Cash and due from banks $ 1,719,839 $ 1,704,397 Deposits:

Interest-bearing deposits 858,606 lA38,063 Demand-domestic $ 3,619,546 $ 4,119,667
Investment securities, at cost (market value $1,062,220 and Demand-foreign 148,972 155,766

$1,512,787 at December 31, 1981 and 1980, respectively) 1,210,506 1,672,104 ATS and NOW accounts 1,149,068 445,759
Trading account securities 39,083 51,967 Savings deposits 2,485,190 2,773,542
Funds sold 6,900 221,050 Savings certificates 5,572,096 4A63,908

Certificates of deposit 1,256,J02 lAl0,889
Other time deposits 592,620 537,011
Deposits in overseas offices 2,°3°,133 2,300,926

Total deposits 16,853,927 16,207A68
Borrowings:

Loans: Federal funds borrowed and repurchase agreements 986,850 1,253,363
Commercial loans 5,326,931 4,698,878 Commercial paper outstanding 1,578,605 2,°75,641
Real estate construction loans 2,131,815 1,610,°38 Other 421,393 677,917
Real estate mortgage loans 5,771,141 5,701 ,273 Total borrowings 2,986,848 4,006,921
Consumer loans 1,977r444 2A62,216 Acceptances outstanding 441,831 944,683
Foreign loans 2,089,668 1,919,119 Accrued taxes and other expenses 494,921 46oA64

Total loans 17,296,999 16,391,524 Intermediate-term debt 934,651 519,296

Less: Long-term debt 174,114 215,793
Allowance for loan losses 146,828 136,200 Obligations under capital leases 67,668 69,526

Unearned income 213,681 286,041 Other liabilities 244,297 300,339

Total net loans 16,936r490 15,969,283 Total liabilities 22,198,257 22,724A9°
Stockholders' equity:

Preferred stock-no par value, authorized 10,000,000 shares,
none issued

Common stock-$5 par value, authorized 5°,000,000 shares,
outstanding 24,°9°,184 shares and 22,878-409 shares at

Lease financing 886,899 723,°95
December 31, 1981 and 1980, respectively 12°t451 114,392

Premises and equipment, net 367,653 302,646 Additional paid-in capital 271,327 246,585

Due from customers on acceptances 441,392 944,084
Retained earnings 631,558 552,596

Accrued interest receivable 34°,916 310,038 Equity adjustment from foreign currency translation (2t4°4)

Other assets 410,9°5 301 ,336 Total stockholders' equity 1,020,932 913,573

Total assets $23,219,189 $23,638,063 Total liabilities and stockholders' equity $23,219,189 $23,638,063

58.
The accompanying notes are an integral part of these statements. The accompanying notes are an integral part of these statements.
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Year ended December 31,
Year ended Year ended Year ended

1981 1980 1979 December 31, 1981 December 31, 1980 December 31,1979

$2,586,601 $2,°5°,254 $1,673,131 Financial resources Financial resources Financial Resources
Provided Used Provided Used Provided Used(In thousands) from for from for from for

77,119 77,556 73,676 Net income $ 123,988 $ -$ 121,864 $ $ 123,416 $
32,749 37,197 41,141 Non-cash items included in net income:

109,868 114,753 114,817 Provision for loan losses 58,01.2 71,043 62,949
9,742 5,631 3,030 Provision for deferred income taxes 4,177 25,739 35,483

232,233 126,600 46,636 Provision for depreciation and amortization 32,5°7 25,485 19,965
37,549 15,195 15,099 Gain on exchange of equity for debt 11,731
94,281 69,760 53800 Equity adjustment from foreign currency

2,)82,193 1,906,613 translation 2,4°43,°7°,274 Cash dividends declared 45,026 43,914 39,023

952,169
Conversion of 31/4 % convertible capital notes 1,465 269 2,)21

1,619,3°2 1,225,045 Common stock issued-other, net of repurchases 6A52 1,259 4,779
591,184 409,887 226,682 Exchange of stock for debt 22,884

128,820 69,623 36,24°
Operations and equity 249,485 59,161 245,659 43,914 248,913 39,023

2,339,)06 1,704,555 1,215,091 Interest-bearing deposits 579A57 913,784 25,587
Net loans 1,)04,648

73°,968 677,638 691,522 1,025,219 2,255,719
Lease financing 163,804 117,503 184,77758,012 71,043 62,949 Investment securities 461,598 10,853 142,471
Funds sold 214,150 220,550 93,400

672,956 606,595 628,573 Trading account securities 12,884 46,)18 30,345
Earning assets 1,268,089 1,189,023 10,853 2,602,803 291,8°3 2,44°,496

50,521 37,846 30,628 Total deposits 646,459 376,453 1,012,)44
38,713 32,875 29,029 Total borrowings 1,020,°73 1,858,898 482,448

21,586
Intermediate-term and long-term debt 385A07 257,893 135,239

37,882 11,749
Deposits and borrowings

29,068 27,159 16,415 1,031,866 1,020,073 2,493,244 1,63°,°31

79,939 43,793 23,149 Cash and due from banks 15A42 78,597 336,7°8

236,123 163,259 110,97°
Net additions to premises and equipment 96,721 74,987 43,565
Other assets 110,)62 75,)94 37,435
Other liabilities 60,219 24,491 32,)20

348,048 287,833 253,441 Other, net 1,561 6,764 20,744
78,397 68,089 59,428

Other 1,561 282,744 78,597 181,636 389,772 81,00062,682 41,913 33,761

60,779 47,649 38,530 Total $2,551,001 $2,551,001 $2,828,)53 $2,828,)53 $2,560,519 $2,560,519
199,730 151,310 146,156

749,636 596,794 531,)16

159A43 173,060 208,227

33,5°7 51,)23 78,025

125,936 121,737 13°,202

(1,948) 127 (6,786)

$ 123,988 $ 121,864 $ 123,416

Consolidated Statement ofIneome

(In thousands, except per share data)

Interest income
Interest and fees on loans

Interest on investment securities:
Taxable
Exempt from federal income taxes

Total interest on investment securities
Interest on trading account securities
Interest on interest-bearing deposits
Interest on funds sold
Lease financing income

Total interest income

Interest expense
Interest on deposits
Interest on borrowings
Interest on intermediate-term and

long-term debt

Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for
loan losses

Other income
Service charges on deposit accounts
Trust and corporate agency income
International commissions, syndication

fees and foreign exchange
Service fees
Other

Total other income

Other expense
Salaries
Employee benefits
Equipment expense
Net occupancy expense
Other

Total other expense

Income before income taxes and securities
transactions

Less applicable income taxes

Income before securities transactions
Securities gains (losses), net of income

tax effect of $(2,133) in 1981, $66
in 1980 and $(7,)34) in 1979

Net income

Per share
(based on average number of common shares
outstanding of 23,277,922, 22,872,062, 22,657,695)

Income before securities transactions
Securities transactions, net of income

tax effect

Net income

$

$

(.08)

5·33

$

$

5.32

.01

5·33

$

$

5·75

(.30 )

5-45

Wells Ffll'gO

& Company

alld Subsidiaries

Consolidated Statement ofChanges in FinaneUtl Position

60. The accompanying notes are an integral part of these statements. The accompanying notes are an integral part of these statements.



- Wells Fargo

& Compmzy

and Subsidiaries

Consolidated Statement ofStockholders' Equity Balance Sheet

Additional Foreign Total
(In thousands)

(In thousands)
December 31,paid-in Retained currency stockholders'

Common stock capital earnings translation equity Assets 1981 1980

Balance December 3TJ T978 $112,715 $239,546 $390,}41 $ $742,602 Cash and due from banks $ 928 $ 1,933
Net income-1979 123,416 123,416

Security repurchase agreement 6,721 3,340
Marketable securities 108,656 246,513Conversion of convertible notes 393 1,928 2,}21
Dividend receivable from Wells Fargo Bank, N.A.Stock issued to employee benefit 11,524 11,524
Advances to subsidiaries 1,600,634 2,053'}75plans and other 904 3,963 (88) 4,779
Intermediate-term loans to subsidiariesCash dividends declared (39,023) (39,023)
Long-term loans to subsidiaries

432,931 325,000
99,000 99,000Net increase 1,297 5,891 84,}°5 91,493 Investments in common stock of principal subsidiaries:

Balance December 3TJ I979 114,012 245,437 474,646 834,095 Bank subsidiary 928,713 872,544
Other subsidiaries 172,816 124,645

Net income-198o 121,864 121,864 Accrued interest receivable from subsidiaries 18,}12 13,838
Conversion of convertible notes 46 223 269 Other assets 62,}06 35,496
Stock issued to employee benefit Total assets $3,442,541 $3,787,208plans and other 1,535 5,877 7,412
Stock repurchased (1,201) (4852) (6,153)
Cash dividends declared (43,914) (43,914) LiRbilities and Stockholderr Equity
Net increase 380 1,148 77,950 79,478 Demand notes payable $ 15,076 $ 25,950
Balance December 3TJ I980 114'}92 246,585 552,596 913,573 Commercial paper outstanding 1,568,202 2,067,777

Other short-term notes outstanding 26,581 95,010Restatement of foreign currency Accrued expenses and other liabilities
530 6,980translation (net of income tax Interest payable

37,492 26,500benefit of $21) (60) (60) Dividends payable 11,563 10,982
BalanceJanuary IJ W8I 114'}92 246,585 552,596 (60) 913,513 Intermediate-term debt 655,°30 499,723

Long-term debt 104,731 140 ,713Net income-1981 123,988 123,988
Total liabilities 2,873,635Conversion of convertible notes 253 1,212 1,465 2,419,2°5

Stock issued to employee benefit Stockholders' equity:
plans and other 2,194 9,748 11842 Preferred stock-no par value, authorized 10,000,000

Exchange of stock for debt 4,486 18'}98 22,884 shares, none issued
Stock repurchased (874) (4,616) (5,49°) Common stock-$5 par value, authorized,
Cash dividends declared (45,026) (45,026) 50,000,000 shares; outstanding, 24,°9°,184 shares and
Equity adjustment from foreign 22,878,409 at December 31, 1981 and 198o, respectively 120,451 114'}92

currency translation (net of Additional paid-in capital 271,}27 246,585income tax benefit of $801) (2'}44) (2'}44) Retained earnings 631,558 552,596
Net increase 6,059 24,742 78,962 (2'}44) 1°7,419 Total stockholders' equity 1,023,}36 913,573
Balance December 3IJ I98T $120A51 $271,327 $631,558 $(2A04) $1,020,932 Total liabilities and stockholders' equity $3,442,541 $3,787,208

The accompanying notes are an integral part of these statements. The accompanying notes are an integral part of these statements.



34,649 60,472 43,75°
1.6,51.2 8,638 3,260

51.,1.61. 69,110 47,010

58,051. 57,955 84,841
1.6,724 (5,)28) (1,649)

74,775 52,627 83,192

125,936 121,737 130,202

(1.,948) (1) (6,786)

128

$1.23,988 $121,864 $123,416

Year ended December 31,

1981 1980 1979

$ 46,097 $ 46,091 $ 41,174
4,375 20,250 10,000
1.,698

389,956 232,99° 92,714
21.,99° 24,452 1,)74
1.1.,870 7,764 814

475,986 331,547 146,076

1.,843 1,619 894
431.,59° 264,191 97,916

7,9°4 5,265 3,516

441.,337 271,075 102,)26

Statement ofChanges in Financial Position

(In thousands) Year ended Year ended Year ended
December 31, 1981 December 3', 1980 December 3', '979
Financia I resources Financial resources Financial resources

Provided Used Provided Used Provided Used
from for from for from for

Net income $123,988 $ $ 121,864 $ $ 1230416 $
Equity in undistributed net income

of subsidiaries (74-775) (52,627) (760406)
Cash dividends declared 45,026 43,914 39,023
Capital contributions to subsidiaries, net 29,565 61,006 9,731
Conversion of 31/4% convertible capital

notes 1,465 269 2,321
Common stock issued-other, net

of repurchases 60452 1,259 4,779
Exchange of stock for debt 22,884

Operations, equity and contributions 80,014 74,591 7°,765 104,920 54,110 48,754
Commercial paper outstanding 499,575 1,280,519 538,173
Funds borrowed under repurchase

agreement 160,000 160,000
Other short-term notes outstanding 42,429 14,138 109,148
Intermediate-term and long-term debt 93,325 321 ,955 120,000
Interest payable 10,992 10,661 10695

Borrowings 1°4,317 542,0°4 1,613,135 174,138 937,916
Loans and short-term advances to

subsidiaries and affiliates 344,810 1,335,817 717,J45
Marketa ble securities 137,857 30,867 213,281
Security repurchase agreement 3,381 3,J4° 10,087
Other,net 47,022 34,818 22,733

Other 482,667 50,403 1,4°4,842 10,087 953,359
Total $666,998 $666,998 $1,683,9°0 $1,683,9°0 $1,002,113 $1,002,113

Statement ofStockholders' Equity
(In thousands) Additional Total

paid-in Retained stockholders'
Common stock capital earnings equity

B"'/"'1Ice December 3I, I978 $112,715 .$239,546 $390,J41 $ 742,602
Net income-1979 1230416 1230416
Conversion of convertible notes 393 1,928 2,J21
Stock issued to employee benefit

plans and other 9°4 3,963 (88) 4,779
Cash dividends declared (39,023) (39,023)
Net increase 1,297 5,891 84,J°5 910493
B"'/"'1Ice December 3I, I979 114,012 2450437 474,646 834,°95
Net income-198o 121,864 121,864
Conversion of convertible notes 46 223 269
Stock issued to employee benefit

plans and other 1,535 5,877 70412
Stock repurchased (1,201) (4.952) (6,153)
Cash dividends declared (43,914) (43,914)
Net increase 380 1,148 77,950 79,478
B",/a1Ice December 3I, I980 114,392 246,585 552,596 913,573
Net income-1981 123,988 123,988
Conversion of convertible notes 253 1,212 10465
Stock issued to employee benefit

plans and other 2,194 9,748 11,942
Exchange of stock for debt 4,486 18,J98 22,884
Stock repurchased (874) (4,616) (5049°)
Cash dividends declared (45,026) (45,026)
Net increase 6,059 24,742 78,962 1°9,763
B"'/"'1Ice December 3I, I98I $1200451 $271,327 $631,558 $1,023,336

~.
The accompanying notes are an integral part of these statements.

$ 5·45

$ 5·75
(.30 )

$ 5·33

$ 5.32

.01

5·33

5·41.
(.08)

$

$

Expense
Salaries and employee benefits
Interest expense
Other expense

Total expense

Income before income tax benefit and securities
transactions and undistributed income of
subsidiaries

Income tax benefit

(In thousands, except per share data)

Statement ofIneome

Per share
(based on average number of common shares outstanding):

Income before securities transactions
Securities transactions, net of income tax effect

Net income

The accompanying notes are an integral part of these statements.

Income before securities transactions and
undistributed income of subsidiaries

Equity in undistributed income of subsidiaries:
Wells Fargo Bank, N.A.
Other subsidiaries

Total equity in undistributed income of subsidiaries

Income before securities transactions
Securities losses of Wells Fargo Bank, N.A.,

net of income tax effect of $(2,133) in 1981,
$(1) in 1980, and $(7,)34) in 1979

Securities gains in 1980 of Wells Fargo & Company
(Parent), net of income tax effect of $67

Net income

Income
Dividends from subsidiaries:

Wells Fargo Bank, N.A.
Finance subsidiaries
Other subsidiaries

Interest income:
From subsidiaries
From others

Other income

Total income



66.

I. Summary ofsignifuant accountingpolicies

The accounting and reporting policies of Wells Fargo & Company (Parent), Wells Fargo & Company
and Subsidiaries (Company), Wells Fargo Bank, N.A. (Bank) and the Finance Subsidiaries of Wells
Fargo & Company conform to generally accepted accounting principles and prevailing industry prac
tices. The following is a description of the most significant of these policies.

CotUolidRtion The consolidated financial statements of the Company include the accounts of Wells
Fargo & Company, Wells Fargo Bank, N.A. and the non-bank subsidiaries of the Parent. Foreign
branches and subsidiaries of the Bank are consolidated on a line-by-line basis. Significant inter
company accounts and transactions are eliminated in consolidation. Investments of the Parent in its
principal subsidiaries are accounted for by the equity method. Other subsidiaries and affiliates in
which there is at least 20 percent ownership are generally accounted for by the equity method and
less than 20 percent owned investments are carried at cost. These investments are reported in other
assets; income, including disposition gains and losses, is included in other income.

Seeunties Securities are held for both investment and trading purposes. Trading account securities
are valued on an individual basis at the lower of cost or market. Debt securites held for investment
purposes are valued at cost, adjusted for amortizatio~ of premium and accretion of discount.

Gains or losses on the sale of trading account securities are considered part of normal
operations. Interest earned on trading account securities is shown separately. Gains or losses ~n the
sale of investment securities are recognized only upon realization and are reported separately m the
income statement, using the "identified certificate" method.

P1'emises ~ elJUipment Premises and equipment are stated at cost less accumulated depreciation
and amortization. Depreciation is computed primarily using the straight-line method. Estimated use
fullives range from 40-50 years for buildings, 3-15 years for equipment an~ the. lease. term for le.ase
hold improvements. The value of leased assets capitalized in accordance WIth FmanClal Accountmg
Standards Board (FASB) Statement No. 13, Accounting for Leases, is included with owned assets.
Capitalized leased assets are depreciated using the straight-line method over the life of the respective
lease, which ranges generally from 20-30 years. Certain interest costs associated with Bank-constructed
premises projects have been capitalized in accordance with FASB Statement No. 34. Capitalized inter
est is included in the cost of the related assets and is amortized over the estimated lives of the related
projects.

F01'eign CU1'1'em:y wlI1UlIJtion The Company has adopted FASB Statement No. 52 which employs
the net investment concept for foreign operations. Under this concept, a functional currency is desig
nated for each foreign entity based on the currency of the primary economic environment in which
the entity operates. The assets, liabilities and operations of an entity denominated in other than its
functional currency are initially remeasured into its functional currency with the gain or loss recog
nized in current period income. For consolidation purposes, the financial statements are then trans
lated into U.S. dollars using the current rate method. Translation adjustments are disclosed as a
separate component of equity. Such adjustments are reversed upon sale or upon complete or substan
tially complete liquidation of the investment.

Foreign currency intercompany transactions whicl1 are of a long-term investment nature
and forward exchange contracts which hedge equity investments are measured monthly at current
market rates. The gain or loss from such measurement is included in the translation adjustment in the
separate component of equity.

Gains or losses from other foreign currency transactions, including gains or losses from
foreign exchange trading activities, are recognized in the current period under other income. Pre
miums or discounts on forward exchange contracts which are associated with the funding of assets
from liabilities of a different currency (swap transactions) are deferred and amortized into interest
income or expense over the life of the contract.

Accounti""101' leIuu As a lessee, the Company has lease arrangements primarily for the use of real
property. The Company's leases do not contain restrictive clauses concerning dividends, debt finan
cing or further leasing, nor do they generally involve contingent rentals or bargain purchase options.

As a lessor, the Company engages in lease financing in its banking operations and
through Wells Fargo Leasing Corporation and Wells Fargo Credit Corporation. Policies for those sub
sidiaries engaged in leasing activities are disclosed under the heading of Finance Subsidiaries. The
Bank's direct lease financing consists primarily of automobile leasing to customers for various time
periods. Unearned income on direct financing leases is amortized over the lease terms by methods
producing approximately level rates of return on net lease assets.

Ineome tlucu The Company files a consolidated federal income tax return. Taxable income is com
puted primarily using the cash receipts and disbursements method of accounting as permitted by the
tax statutes.

Deferred income taxes, included 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.

Income taxes are provided on the earnings of foreign consolidated subsidiaries which
may be repatriated to the U.s under the assumption that all such earnings will be distributed in the
fuhlre as dividends. No income taxes are provided on such earnings which are intended to be indefi
nitely reinvested abroad. In addition, income taxes are provided on undistributed earnings of foreign
equity investments under the assumption that such earnings will be realized as gain from the sale of
investments.

Tax reductions arising from the investment tax credit on property purchased and used by
the Company 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 lease financing income over the term of
the related lease.

AllowllncelO1' 'olin louu The Company provides for probable loan losses on the allowance method.
For the Bank and other subsidiaries, the allowance for loan losses is supported by a review and evalu
ation of various factors affecting the collectibility of loans. In the evaluation, numerous factors are
considered, including, but not necessarily limited to, general economic conditions, loan portfolio com
position, prior loan loss experience, and management's estimation of future potential losses.

UfUll,1'1UII ineome on IollfU Unearned income on loans is shown as a reduction of total loans and
is recognized as income, primarily, on a declining basis (sum-of-the-digits method) over the term of
the loan, except at Wells Fargo Credit Corporation, Wells Fargo Mortgage Company and Wells Fargo
Realty Advisors, where unearned income is amortized using an interest method.

Othw 1'etd estllte tmmed Other real estate owned, consisting of real estate acquired through fore
closure or deed in lieu of foreclosure and excess bank real estate, is carried at the lower of cost or
market. When the property is acquired, any excess of the loan balance over market is charged to the
allowance for loan losses. Subsequent write-downs, if any, are charged to other expense.

Reti1'ement pllJn The Company's retirement plan is non-contributory and covers substantially all
employees. Pension costs are actuarially computed and are funded as accrued.

Income pet' shll1'e Income per share is computed by diViding income by the average number of
shares outstanding during the year. The impact of common stock equivalents and other potentially
dilutive securities is not material.

Non-perf01'mi""loll1U Generally, a loan of $25,000 and over is placed on non-accrual status when
the loan becomes 90 days past due as to principal or interest, when the full timely collection of inter
est or principal becomes uncertain, when the loan is classified as doubtful by either internal loan
examiners or national bank examiners, or when any portion of the principal balance has been charged
off. The accrued and unpaid interest is reversed and interest is not accrued until the loan is made
current. The transfer of a loan to non-accrual status does not necessarily indicate that any portion of
the principal outstanding is uncollectible.

Defe1'1'ed lollnfeu Loan origination fees on residential mortgages in excess of estimated costs of
origination are deferred and amortized to income by an interest method using a 12 year life pool
method. If the loan is paid off or sold, the unamortized portion of the fee is taken into income.



1981 1980 1979
Market value Market value Market Value

Percent of Percent of Percent of
(In thousands) Book value book value Book value book value Book value book value

U.s. Treasury securities $ 3°8,869 $ 296,713 96.1% $ 512-329 $ 491,264 95·9% $ 460,165 $ 449-331 97.6%
Securities of other U.s.

government agencies
and corporations 252,592 226,035 89·5 292,893 263,642 90 .0 353,763 333,17° 94.2

Obligations of states and
political subdivisions 596,872 487,558 81·7 812,264 704,650 86.8 803-386 733,219 91.3

Other securities 52,173 51,914 99·5 54,618 53,231 97·5 65,643 62,114 94.6

Total investment
securities $1,210,5°6 $1,062,220 87.8 $1,672,1°4 $1,512,787 90.5 $1,682,957 $1,577,834 93.8

2.

Interut fOllteJUtufOes Gains and losses on futures contracts obtained for hed~ing purpos~s a.r~

deferred and included in the measurement of the dollar basis of the asset acqurred or the lIabilIty
incurred for which the hedge was intended and amortized over the asset or liability holding period
as an adjustment to interest income or interest expense.

FINANCE SUBSIDIARIES The Finance Subsidiaries consist of Wells Fargo Ag Credit (WFAC),
Wells Fargo Business Credit (WFBC), Wells Fargo Credit Corporation (WFCC), Wells Fargo Leasing
Corporation (WFLC), Wells Fargo Mortgage Company (WFMC), and Wells Fargo Realty Advisors
(WFRA).

LOll"" heldfOt" sRle Loans held for sale are stated at the lower of cost or aggregate
market value; valuation adjustments are charged against or credited to operations. Actual
gain or loss on sales of mortgage inventory is recognized when the loans are delivered to
and paid for by the investors.

Commitment fees are reflected as adjustments to sales prices. Origination
fees for residential loans are recognized as income when collected. Fees for originating
commercial loans are recognized upon acceptance of the investor loan commitment by
the borrower. Construction loan fees are deferred and amortized using an interest
method over the anticipated construction period.

LOll"" held IU porlfoUo invutmenu Commitment fees are deferred and amortized on
a straight-line basis over a period related to the estimated lives of associated loans and
lengths of commitments. Loan origination fees are deferred and recognized as income
using an interest method.

LOlln seM"icino The cost of acquiring servicing contracts is deferred and amortized .
over the period of estimated net servicing income. The straight-line method of amortI
zation is used for those contracts acquired prior to January 1, 1976; accelerated methods
are used for those contracts acquired after that date. Servicing fees are based on a con
tractual percentage of the outstanding monthly principal balance of loans serviced and
are credited to income when the related payments are received.

Letuino Income from direct financing transactions is recorded as earned. An amount
of lease income which approximates the cost of acquiring the lease plus an estimated
provision for loss on the lease is recognized at inception. The remainder of unearned
income is amortized to income over the term of the lease using an interest method.
Income on leveraged leases is recognized to attain a constant yield on the outstanding
investment in the lease, net of related deferred tax liability, in the years in which the
net investment is positive.

RJreign currency translation

In 1981, the Financial Accounting Standards Board (FASB) superseded Statement No.8 with Statement
No. 52 regarding foreign currency translation. As a result, the Company changed its foreign currency
translation policy, effective January 1, 1981. The current policy is disclosed in Footnote 1. The Com
pany has not restated its financial statements for 1980 or 1979.

The effect of this change is to increase income before income taxes and securities trans
actions and net income by $3,)51,000 and $2,469,000, respectively for the year ended December 31,
1981. Net income per share amount was increased by $.11 for the year ended December 31, 1981.
This change was made in the fourth quarter of 1981 and a restatement of the prior three quarters of
1981 will not be done. Therefore, the total adjustment for 1981 flowed through the fourth quarter's
earnings.

j

4.

Deferred loanftes

During the fourth quarter of 1980, the Company reassessed its estimates of costs for making loans.
As a result, the Company changed its income recognition procedures for loan origination fees by
deferring residential mortgage loan origination fees in excess of estimated costs, as explained in
Footnote 1.

For the year ended December 31, 1981, this change reduced net income by $2,150,000, and
reduced related per share amounts by $.09. For the quarter and year ended December 31, 1980, this
change in estimate reduced net income by $1,)72,000 and reduced related per share amounts by $.06.

Securities

The following table provides the major components of the consolidated investment securities balance
and a comparison of book and market values at December 31:

Book value represents the purchase price of the security, adjusted by the amortization of
premium or the accretion of discount. The accretion of discount reflected in interest on investment
securities amounted to $8,608,000, $9,263,000, and $2,054,000 in 1981, 1980 and 1979, respectively.

Market value of U.S. ueasury and other U.S. government securities is determined based
on current quotations. Market value of obligations of states and political subdivisions is determined
based on current quotations, where available. Where current quotations are not available, market
value is determined based on the present value of future cash flows, adjusted for the quality rating
of the securities and other factors.

The book value of investment securities pledged to secure public deposits and for other
purposes as required or permitted by law aggregated $720,000,000 at December 31, 1981, and
$875,000,000 at December 31, 1980.

Included in obligations of states and political subdivisions at December 31, are the following securities:

1981 1980 1979
(In thousands) Book value Market value Book value Market value Book value Market value

Municipalities
within California $155,265 $121,944 $292,93° $261,044 $237,629 $210,274

State of California $ 66,693 $ 43,069 $ 68,°55 $ 48,160 $ 57,771 $ 51,100



s· Premises & equipment

The following table presents comparative data for consolidated premises and equipment:

The following table sets forth the approximate impact upon interest income of non-accrual or rene
gotiated status loans for the years shown.

Deposits

Accumulated
depreciation

and
(In thousands) Cost amortization Net

At December 31, 1981
Land $ 38,351 $ $ 38,351
Premises 247,872 77,235 170,637
Furniture and equipment 200,998 80,343 12.0,655
Leasehold improvements 58,480 20,47° 38,010

Total $545,7°1 $178,048 $367,653

At December 31, 1980
Land $ 35,813 $ $ 35,813
Premises 230,669 71,074 159,595
Furniture and equipment 147,330 69,518 77,812
Leasehold improvements 45,901 16-475 29-426

Total $459,713 $157,067 $302,646

7·

(In thousands)

Total non-accrual and renegotiated loans

Income which would have been recorded under
original terms

Gross interest recorded

Commitments to lend additional funds

December 31,
1981 1980

$436,241 $233,959

$ 55,191 $ 34,°93

$ 15,462 $ 8,874

$ 28,812. $ 12,548

Interest expense on the various categories of deposits is presented below:

The following table presents interest paid and balances of domestic time certificates of deposit of
$100,000 or more:

See Note 15 for the amount of these assets held under capital leases.

The accumulated depreciation claimed for federal income tax purposes is approximately
$184,744,000 at December 31, 1981 and $157,524,000 at December 31, 1980. The principal differences be
tween amounts claimed for federal income taxes and the amounts reported above are related to
using both an accelerated method of depreciation for tax purposes for assets acquired between 1974
and 1980, the accelerated cost recovery system after 1980, compared to the straight-line method of
depreciation for book purposes, and to leases capitalized for book purposes but not for tax purposes.

Depreciation and amortization expense was $31,714,000, $24,692,000 and $19,161,000 for
years ended December 31, 1981, 1980 and 1979, respectively.

Approximately $3,914,000, $3,194,000 and $1,)32,000 of interest related to construction
projects was capitalized in 1981, 1980, and 1979, respectively in accordance with FASB Statement
NO·34·

(In thousands)

Savings deposits
Savings certificates
Certificates of deposit
Other time deposits
Deposits in overseas offices

interest bearing

Total

1981

$ 182,)02
712,011
2°7,778
88,626

428,585

$1,619,3°2

Year ended December 31,
1980 1979

$ 167-489 $ 174,840
430,995 236,173
207,560 215,911

58,274 58,)02

360,72 7

$1,225,045

Year ended December 31,

1980 1279

6. Loans & allowancefor loan losses

Changes in the consolidated allowance for loan losses were as follows:

(In thousands)

Interest expense

Year-end balances for time deposits
of $100,000 or more:
Certificates of deposit
Other time deposits

Total

$2.,479,660
592 ,206

$3,071,866

$ 376,395

$2-420,200

536,92 9

$2,957,129

$2,841,915
559,432

$3-401 ,)47

(In thousands)

Balance at beginning of year

Additions
Provision charged to expense

Year ended December 31,

1980 1979

$125,200 $102,349

8. Borrowings
Deductions
Net charge-offs:

Loans charged off
Recoveries on loans charged off

Net deductions

Balance at end of year

71,028
(23,644)

47,384

$146,828

83-457
(23-414)

60,043

$136,200

56,068
(15,970)

40 ,°98

$125,200

Commercial paper and other money market notes represent obligations primarily of the Parent with
original maturities not to exceed 270 days. Demand notes are payable by the Parent, primarily to
various bank trust departments, and are included with other borrowings in the consolidated balance
sheet. (Included in other borrowings are notes of the Parent with original maturites of one year or
less.) Outstanding amounts and maturities of selected borrowings were as follows:

70. __________l _ 71.



(1) Information not available for 1980.

The Parent had available lines of credit with non-affiliated banks totaling $500,000,000
and $315,000,000 at December 31, 1981 and 1980, respectively and with Wells Fargo Bank of
$10,000,000 and $20,000,000 at December 31, 1981 and 1980, respectively. Of these lines, $500,000,000
supported money market and demand note borrowing arrangements in 1981, compared with
$325,000,000 available for this purpose in 1980. The lines of credit require commitment fees or com
pensating balances. Compensating balance requirements at December 31, 1981 and 1980 were
$600,000 and $1,200,000, respectively. The lines were utilized by the Parent for two days in 1981 and
eight days in 1980.

The principal payments, including sinking fund payments, on the above indebtedness, are due as
follows:

$ 2,281

43,932
50,000
44,500

After
1986 Total

$251,523 $1,117,289(1)

December 31,
1981 1980

$150,000 $150,000
100,000 100,000
150,000 150,000

99,763(1) 99,723(1)
98,734(1)

29,717(1)

49,79°(1)
74-472(1)

169,220

12,932 19,573

___2_3

$934,651 $519,296

7,916 11,934
38,777 38,777

11,307 12,278

10,500 12,000

68 91

$174,114 $215,793

$ 815

39,922

37,500

27,3°9

1985 1956

$351,947 $3°,926

1953 1984

$3°5,971 $95,646

(In thousands)

1982

$81,276

Long-term debt
Of Wells Fargo & Company (Parent)

31/4 % Convertible Capital Notes due 1989
70/8 % Sinking fund debentures due 1997
8%% Notes due 1998
8.60% Debentures due 2002

Of Wells Fargo Bank, N. A.
61/2% Euro Deutsche Mark Debentures

due 1988 of Wells Fargo International
Investment Corporation

41/Z% Capital notes due 1989
41/4 %-4tfz% Collateral trust and mortgage bonds

due to 1993 of ATC Building Company and
other mortgages on premises

Of Wells Fargo Leasing Corporation
8% Senior Notes due 1988

Of Wells Fargo Realty Advisors
93/4 % mortgage notes due to 2003

Total long-term debt

(In thousands)

Intermediate-term debt:
Of Wells Fargo & Company (Parent)

11.55% Notes due 1983
12% % Notes due 1983
9.55% Notes due 1985
10%% Notes due 1985
141fz% Notes due 1991
Other notes due in varying amounts

to 1985
Of Wells Fargo International Financing Corporation N.V.

151fz% Guaranteed Notes due 1984
15% Guaranteed Notes due 1985

Of Wells Fargo Bank, N.A.
Eurodollar borrowings

Of Wells Fargo Leasing Corporation
91fZ%-10tfz% senior notes due

in varying amounts to 1983
Of Wells Fargo Realty Advisors

12% mortgage notes due 1984

Total intermediate-term

Year ended December 31,
1981 1980

$ 696,000 $ 407,000
16·53% 13.12%

$1,161,000 $1,185,000
12·55% 21.18%

$ 455,000 $ 456,000
15. 82% 12.69%

$ 473,000 $ 536,000
11.27% 16.76%

$1,952,000 $10392,000
16·54% 13.04%

$2-446,000 $2,076,000
12.78% 18.65%

$ 324,000
15.96% (1)

$ 647,000
13.56%

$ 74,000 $ 108,000
17.23% 13.23%

$ 117,000 $ 140,000
12·7°% 19.98 %

$ 19,000 $ 32,000
15·77% 12·77%

$ 29,000 $ 44,000
13'°9% 17·54%

Money Market notes (Parent)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

Demand notes (Parent)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

Commercial paper (Consolidated)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

Money Market-Eurodollars (Consolidated)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

(Dollars in thousands)

Federal funds borrowed (Consolidated)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

Security repurchase agreements (Consolidated)
Average amount outstanding
Daily average rate
Highest month-end balance
Rate on outstandings at year end

(1) The following notes were issued at a discount. The face amounts outstanding are: 10%% Notes
14 1/2 % Notes
15

'
/2% Guaranteed Notes

15% Guaranteed Notes
Other notes due to 1985

$100,000,000

$100,000,000

$ 5 0 ,000,000

$ 75,000,000

$ 36,000,000

72.

9· Intermediate-term & long-term debt

Intermediate-term debt has an original maturity of more than one year and not more than ten years.
Long-term debt has an original maturity of ten years or more. The Company's intermediate and long
term debt is detailed on page 73:

The 11.55% and 12.25% notes are not redeemable prior to their maturity.

The 9.55% notes may be redeemed, in whole or in part, at par, at the Company's option
beginning July I, 1983. The 10%% notes may be redeemed, in whole or in part, at par, at the Com
pany's option beginning June 15, 1984. The 141/2% notes may be redeemed, in whole or in part, at par,
at the Company's option beginning June I, 1988.

Other notes of the Parent due in varying amounts to 1985 include three privately placed
notes, each of which were issued at a discount. As stated above, the face amount of these notes
totaled $36,000,000: $10,000,0007% Note due June 30, 1984; $10,000,000 7% Note due August 1, 1984;
and $16,000,000 9.325% Note due July 29, 1985.



1

Common stock

None of the options previously granted became exercisable in 1980. The following options became
exercisable in 1981:

Warrants to purchase a total of 399,960 shares of common stock of the Company at a price of
$24.63 per share, attached to Euro Deutsche Mark Debentures, are currently detachable and expire on
October 1, 1988.

At the 1979 annual meeting, the shareholders adopted the Stock Option and Apprecia
tion Plan for certain key employees permitting them to purchase the Company's common stock at an
option price equal to the fair market value of the stock at date of grant. The terms of the plan provide
that, when the option becomes exercisable, the optionee may surrender or forfeit the option and re
ceive the appreciation between the option price and the fair market value of the stock at date of sur
render in the form of cash and common stock, provided that at least 50 percent of the appreciation be
in shares of the Company's common stock based on the market price at date of surrender. There were
35,144 and 6,500 unoptioned shares available for grant under the Plan at December 31, 1981 and 1980,
respectively.

Bank at .675 percent premium and at decreasing premiums through 1983 and thereafter at par. The
Parent has not guaranteed these notes.

The 41/4%-41/2% collateral trust and mortgage bonds are payable in annual installments
of $1,000,000 until 1988 and then $500,000 until 1993. The bonds are secured by deeds of trust on
$39,291,000 of Bank premises, at cost. The bonds can presently be redeemed at .935 percent premium
for the 4%% bonds and at 1.71 percent premium for the 41/2 % bonds. The other mortgages on prem
ises comprising this category were secured by deeds of trust on $3,015,000 of Bank premises at De
cembel' 31, 1981. The Parent has not assumed or guaranteed the 41/4 % -41/2% collateral trust and mort
gage bonds of ATC Building Company nor the other mortgages on Bank premises.

The 8% Senior Notes of Wells Fargo Leasing Corporation may be currently prepaid at a
1.6 percent premium and at lesser premiums until Jtme 1, 1983, when the notes may be redeemed at
par. The Parent has not guaranteed these notes.

The capital and convertible capital notes indentures contain provisions which, among
other things, restrict the payment of dividends by the Bank and specify the maintenance of minimum
amounts of the Bank's capital funds. The notes are subordinated to general obligations, to depositors
and certain other creditors of the Bank.

The borrowing agreements for the Debentures, notes and mortgages include provisions
which restrict the disposition of assets, the creation of property liens, the sale or issuance of the capi
tal stock of the subsidiaries of the Company and the payment of cash dividends. See Note 13 for dis
cussion of restrictions as to payment of cash dividends. The Company was in compliance with the
provisions of the borrowing agreements at December 31, 1981.

75·

Option price and fair
value at date of grant

Per share Aggr~gate

(In thousands)

$26.25 $4,2)9
$2).1) 69
$28.1) 5,598

$9,906

161,500

),000
199,000

)6),500

Number of
shares

Total

Year of Grant

1979

(20,500)
(9,500)

363,500

Fail' value at date
options became exercisa ble

Pel' share Aggregate

(In thousands)
$28.6) $6,556

Number of shares

Option price
Aggregate

(In thousands)

$6-442$28.1)

Per share

December )1, 1980, beginning balance
Options issued in 1981
Options forfeited in 1981 (as defined above)
Options cancelled or lapsed in 1981

December )1, 1981, ending balance

Otlotstanding options-Stock Option and Appreciation Plan

Number
of shares

229,000

IO.

The 15 1/z% and 15% guaranteed notes, issued by Wells Fargo International Financing
Corporation N.V. and guaranteed by Parent, are not redeemable prior to maturity except that they are
redeemable in whole at any time in the event withholding taxes in the United States or the Nether
lands Antilles are imposed. The 15% Guaranteed Notes due September 10, 1985 were issued with
warrants to purchase $150,000,000 Zero Coupon Guaranteed Notes due September 10, 1988 at a price
reflecting an effective annual interest rate of 14.75%. None of the warrants, which expire on Sep
tember 10,1982, have been exercised to date.

Intermediate-term debt for 1981 includes $169,220,000 of Eurodollar borrowings with
original maturities of greater than one year and with rates varying from 10.25% to 16.81%. Reported
amounts for 1980 have not been restated for $250,820,000 of Eurodollar borrowings, with original
maturities of greater than one year, which were included in borrowings on the balance sheet. These
Eurodollar borrowings are general obligations of the Bank and are not guaranteed by the Parent.

The $12832,000 senior notes of Wells Fargo Leasing Corporation with interest at 91/2% to
101/2% may be prepaid under certain circumstances. The Parent has not guaranteed these notes; how
ever, if the net worth of Wells Fargo Leasing Corporation falls below a certain level the Parent may be
asked to purchase these notes.

The 12% mortgage notes due 1984 and the 9% % mortgage note due 2003 are obligations
of Wells Fargo Realty Advisors, not guaranteed by the Parent.

The 31/4 % Convertible Capital Notes originally issued by the Bank may be currently re
deemed at the option of the Company at .4875 percent premium and at decreasing premiums in the
future. These notes are convertible into common stock of the Company at $29.00 per share. The Parent
has assumed joint and several liability for all payments of principal and interest on the convertible
capital notes.

On September 30,1981, the Company exchanged 538,180 shares of common stock for
$20,000,000 aggregate principal amount of its long-term debt: $14,860,000 8.60% debentures plus
$5,140,0008%% notes described below. On October 27, 1981, the Company exchanged 358,767 com
mon shares for $13,701,000 aggregate principal amount of its long-term debt: $7t360,000 8%% notes
plus $4,010,000 7'1/8 % debentures plus $2t331,000 8.60% debentures. The gains resulting from these
exchanges are included in 1981 other income.

The 7% % sinking fund debentures require an annual sinking fund payment of
$3,125,000 beginning November 15, 1982. Beginning November 15, 1982, the Company has the non
cumulative right at its option to increase its sinking fund payment in any year by an additional
amount not exceeding $3,125,000. Beginning on November 15, 1982, the Company may, in addition to
sinking fund redemptions at par, redeem debentures at a premium of 3.69 percent and at decreasing
premiums thereafter. The Company currently holds $35,078,000 of the debentures which are available
for future sinking fund payments.

The 8%% notes require a mandatory annual principal payment of $1,700,000 beginning
November 1, 1983. At its option, beginning November 1, 1983, the Company has the non-cumulative
right to increase principal payments by $1,700,000 a year, of which it intends to prepay at least
$425,000 a year (included above in the payment schedule). Beginning on November 1, 1983, the Com
pany may prepay principal at a premium of 4.063 percent and at decreasing premiums thereafter. The
Company currently holds $12,500,000 of the notes.

The 8.60% sinking fund debentures require an annual sinking fund payment of
$3,000,000 beginning April 1, 1987. Beginning April 1, 1987, the Company may at its option, at any
time, redeem all or any part of the debentures prior to maturity at a premium of 4.30 percent and at
decreasing premiums thereafter. The Company currently holds $22,691,000 of the debentures available
for future sinking fund payments.

The Euro Deutsche Mark Debentures, which are hedged, require annual sinking fund
payments of DM 5,000,000. The Company currently holds DM 16,992,000 of the Debentures available
for future sinking fund payments. Gains on repurchases of DM 5,143,000 of these Debentures acquired
in 1981 are included in 1981 other income. In addition to required sinking fund payments, redemp
tions can be made at a two percent premium and at decreasing premiums until maturity. Payment of
principal and interest on the Euro Deutsche Mark Debentures has been guaranteed by the Parent.

The 41/2% Capital Notes of the Bank may be currently redeemed at the option of the

7+·



Under the Company's Stock Option Plan, a separate plan in existence since 1973, various
key employees were granted non-qualified options for up to 10 years to purchase the Company's com
mon stock at an option price equal to the fair market value of the stock at the date of grant. At the
1980 annual meeting, the shareholders adopted an amendment to the Stock Option Plan which mod
ified the forfeiture provisions of the plan to provide optionees essentially the same stock appreciation
rights on their options as is provided under the Stock Option and Appreciation Plan discussed above.
There were 105,172 and 11,366 unoptioned shares available for grant at December 31, 1981 and 1980,
respectively.

None of the options previously granted became exercisable in 1981.

The status of options outstanding at December 31, 1981 is summarized below:

Outsta1ldi1'i! optiolls-Stock Option Plan

Option price and fair
value at date of grant

Per share Aggregate
(In thousands)

$32 .0 5 $3-40 9

Number of
sharesYear of Grant

123,452
(110,874)
115,281
(21,494)

106,)65

26,771

399,960
641 ,92 3

65,564
42,257

206,273
327,)16
400,000
400,000

2,510,064
23,)99,752

24,°9°,184

50,000,000

Number of shares

Number of shares

December 31, 1980, beginning balance
Options exercised in 1981
Options issued in 1981
Options cancelled in 1981

December 31, 1981, ending balance

31/4 % Convertible capital notes
Warrants
Employee stock purchase plan
Employee stock ownership plan
Dividend reinvestment plan
Incentive and savings plan
Stock option plan
Restricted share rights plan
Stock option and appreciation plan

Total shares reserved
Shares available for issue
Shares issued and outstanding

Total shares authorized

The following table summarizes common stock reserved, available for issue and issued and out
standing as of December 31, 1981:

of issuing Common Stock, in satisfaction of income tax withholding obligations and, at the option
of the employee, directly to the employee; provided, however, that Common Stock must be issued
in payment of at least 50 percent of the number of share rights. Shares of Common Stock which are
not issued under the Plan as a result of cash payments cannot become subject to future share rights
under the Plan.

As of December 31, 1981 the Company had granted 74,750 tentative share rights to 80
employees. The tentative share rights convert into final share rights during the second quarter of 1984,
based on the Company's performance in 1981, 1982 and 1983. The holders of the share rights are
entitled to the number of shares of Common Stock represented by the final share rights held by each
person on January 1, 1986.

Employees of the Company with over one year of service who are not included in the
stock option plans are eligible to participate in the Company's stock purchase plan. The plan provides
for an option price of the lower of market value at grant or 90 percent of fair market value at the end
of the option period, twelve months after the date of the grant. In 1981 approximately 115,000 shares
were issued under the plan, and options for approximately 106,000 shares, based on their value at the
date of grant, were outstanding at December 31, 1981. Additional options for 535,000 shares at Decem
ber 31, 1981 were available for grant through 1983. The plan is non-compensatory and results in no
expense to the Company.

Otttstanding optUms-Employee Stock Purchase Plan

Aggregate
(In thousands)

$1,628

137
138

1,592

911

--..2E
$ 5,)36

Option price and fair
value at date of grant

$26.25
$27.50
$27.63
$24.88
$20.25
$21.88

Per share
Number of

Year of Grant shares

1980 62,000
1978 5,000

5,000
64,000

1974 45,000
1973 42,500

Total 223,500

$24.00
$26·75
$23.88

333,700

(107,200)
(3,000)

223,500

Fair value at date
options became exercisa ble

Per share Aggregate
(In thousands)

$ 120

$ 134
$2,197

Number of shares

Option price
Aggregate

(In thousands)

$ 137
$ 138
$2,289

$27.50
$27.63
$24.88

Per share
Number
of shares

5,000
5,000

92,000

December 31, 1980, beginning balance
Options issued in 1981
Options forfeited in 1981 (as defined above)
Options cancelled in 1981

December 31, 1980, ending balance

OptiO~IS which became exercisable in 1980

Options exercised (outright purchase of common stock only)

Fair value at date
Year Number Option price options exercised
exercised of shares Per share Aggregate Per share Aggregate

(In thousands) (In thousands)
1980 1,000 $21.88 $ 22 $28.00 $ 28

1979 1,000 $21.88 $ 22 $27.00 $ 27
4,500 $20.25 $ 91 $28.21 $127

1978 8,750 $21.88 $191 $28-43 $249
24,800 $20.25 $502 $29. 14 $723

No options were exercised in 1981.

Of options previously granted under both plans, 127,700 shares and 12,000 shares were
forfeited in 1981 and 1980, respectively. Compensation expense is accrued for the forfeiture component
of both the Stock Option and Appreciation Plan and the Stock Option Plan. The expense was reduced
in 1981 by $951,000 under both plans, due to a decline in year end stock prices. The expense accrued
in 1980 under both plans was $1,612,000. Under the Stock Option and Appreciation Plan, no expense
was accrued in 1979 since the market price of the shares declined subsequent to the date of grant.
Under the Stock Option Plan expense was reduced by $213,000 in 1979 as a result of the decline in the
stock price.

II. Employee benejns

The provision for the retirement and profit sharing plans was as follows:

The Restricted Share Rights Plan was approved by the shareholders as adopted by the
Board of Directors, in 1981. The persons eligible to receive share rights are the key executives of the
Company or its subsidiaries selected by the Compensation Committee which administers the Plan.
The Plan was amended during 1981 to provide that the Company will make cash payments, in lieu

(In thousands)

Retirement plans

Profit sharing plans

1981

$11,688

$ 6,360

Year ended December 31,

1980 1979

$11,061 $9,128
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The Company has a non-contributory, defined benefit retirement plan which covers sub
stantially all employees. Current service costs are funded as accrued. Past service costs are amortized
and funded over a period of }O years from the date such costs were established. In 1981, the Company
identified the portion of the plan liability attributable to participants who retired before December
}1, 1981. The Plan established a dedicated bond portfolio with plan assets which is designed to pro
duce a yield of I}.7 percent.

The effect of an improved return in the dedicated portion of the plan results in an actu
arial gain. The actuarial gain is being amortized equally over 15 years and is expected to result in a
reduction in the provision of approximately $2,}00,000 annually starting in 1981. Also in 1981, the
mortality assumption was changed to anticipate longer life expectancy, resulting in an addition in the
provision of approximately $1 million starting in 1981.

Effective January 1, 1981, the plan was amended to redetermine pension credits based on
the five-year average salary through December }1, 1980 for service to that date, resulting in an addi
tion to the provision of approximately $}OO,OOO starting in 1981.

The following estimated plan benefit and asset information is presented for plan years which ended
on Decembel' }1:

Actuarial present value of accumttlated betufits

December 31,
(In thousands) 1981 1980

Vested $106,600 $108,000
Nonvested 18,000 16,700

Total $124,600 $124,7°0

Net assets available for
benefits $117,9°0 $1°5,5°0

A yield rate of 1}.7 percent is used in determining the actuarial present value of accumu
lated plan benefits for those participants who retired before December }1, 1981. The assumed rate of
return used in determining the actuarial present value of accumulated plan benefits for other partici
pants in 1981 and for all participants in 1980 and 1979 was 71/4 percent.

Establishment of a dedicated bond portfolio during 1981 for certain retired participants
decreased the actuarial present value of accumulated benefits $21,400,000.

All salaried employees of participating Wells Fargo companies hired on or before Sep
tember I, 1975 participate in the profit sharing plans. Those hired after that date participate after
three years of service.

Under the employee stock ownership plan, the Company is allowed to make certain re
ductions in its federal income tax payments if the savings are passed on to employees in the form of
stock ownership through the plan. All salaried employees of participating Wells Fargo companies who
have worked for three continuous years and are not participants in a stock option plan are eligible to
participate.

The Company estimates a future contribution of $2,600,000 and $1,895,000 for 1981 and
1980, respectively, and has made a contribution of $1,576,000 for 1979. Currently, it is uncertain as to
when the 1980 and 1981 plan years' tax credits will be utilized as reductions of the Company's federal
tax liability. If such credits are utilized, plan participants will receive their portion of the contribution.

Income taxes

Current and deferred income tax provisions (benefits), including the tax effect of securities trans
actions, were as follows on page 79.

Year ended December 31,
(In thousands) 1981 1980 1979
Parent
Current:

Federal $ (9,°94) $ (J,234) $ (7,°45)
State and local (2, 40) (2,°48) (2,178)

(11,634) (5,282) (9,223)

Deferred:
Federal (S,702) (3,791) (800)
State and local h,31O) ~ ~)

( ,012) (J,290) ~)
Total $h8,646) $ (8,572) $(10,594)

Consolidated
Current:

Federal $ 2,808 $ 1,140 $ 10,)76
State and local 9,S84 12,)76 12,912
Foreign 14,80S 12,134 11,920

27,19 25,650 35,208

Deferred:
Federal h,849) 24,307 32,038
State and local 2,138 418 4,365
Foreign 3,888 ~ ~)

4,177 25,739 35.483
Total $ 31,)74 $ 51,)89 $ 70,691

The components of the deferred income tax provisions and the tax effect of each were as follows:

Year ended December 31,
(In thousands) 1981 1980 1979
Parent
Cash basis accounting for tax purposes $ (7,012) $ (2.423) $ (2,191)
Adjustment relating to repurchase

of debt (867) 867
Other ---ill)

Total $ (7,012) $ (J,290) $(1.371)

Consolidated
Cash basis accounting for tax purposes $(2S,482) $(16,294) $ 9,°72
Deferred income on lease financing 32,014 38,927 26,942
Greater (lesser) loan loss deduction for

income tax purposes (8,86S) 2,275 (3,133)
Other 6,510 ~ 2,602

Total $ 4,177 $25,739 $35.483

The deferred tax provisions are the result of certain items being accounted for in differ
ent time periods for financial reporting purposes than for income tax purposes. Variances from the
amounts previously reported result principally from adjustments when the tax returns were filed.

The reconciliation on page 80 of the statutory federal income tax rate to the effective tax
rate is based on income before securities transactions.

The effective tax rate on securities gains or losses differs from the federal income tax rate
of 46 percent because of state income taxes, net of federG\1 income tax benefit.

The Company had deferred income taxes payable of $195,712,000 and $190,}}},OOO at De
cember }1, 1981 and 1980, respectively. It has current income tax refunds receivable of $},161,800 and
$142,000 at December }1, 1981 and 1980, respectively. At December }1, 1979, the Company had de
ferred income taxes payable of $160,214,000 and a current refund receivable of $17,627,000.

For financial statement purposes, the Company had deferred investment tax credit for
property purchased for lease to customers of $44'}48,400 at December }1, 1981, $}},}06,ooo at Decem
ber }1, 1980 and $20,795,000 at December }1, 1979.



Dividends and undivided profits

Investment tax credits of $26,060,700 and $4,211,000 generated by the Company in 1981
and 1980, respectively will be carried to future years' tax returns. These credit carry-forwards expire 15
years after the year in which the credit originated.

The Company has not provided federal taxes on $3,872,700 of undistributed earnings of
foreign subsidiaries since these earnings are indefinitely reinvested in the subsidiaries. If these earn
ings were distributed back to the Parent, federal taxes less credit for foreign taxes on the distributed
earnings would be provided at that time. The subsidiaries involved were formed in 1981, therfore no
indefinitely reinvested income was reflected in prior years' income.

The Company's income before taxes and securities transactions includes $93,000,000,
$63,000,000 and $41,000,000 from its foreign subsidiaries and branches for 1981, 1980 and 1979,
respectively.

International and!lWeign aaivities

December 31,
1980

384 352

3°5 427

463 356

--.21Z 784

2,089 1,919

$3,281 $4,202

$ 555 $ 908

~ --.£
~ ---.212
-2Z 346

1,455 2,073

--.£ ---22
1,496 2,166

2,212 3,461

~ ~

$2,558 $4,37°

(In millions)

Assets
Interest bearing deposits-foreign

Acceptances

Loans
Government sector:

Loans to or guaranteed by central
governments and central banks

Loans to other government entities
Private sector:

Loans to commercial banks
Loans to other private entities for

commercial and industrial purposes

Total loans

Total assets

Liabilities
Deposits of banks located in foreign countries:

Interest- bearing
Non- interest- bearing

Total

Deposits of foreign governments and institutions

Other deposits:
Interest- bearing
Non-interest- bearing

Total

Total deposits (1)

Acceptances

Total Iia bilities

The Bank 'provides ~ternati?nal ba~ing services from its foreign and domestic based International
Group offIces .. n:~ ~nformatIo~ ~rovlded belo~ and referred to as International Operations, repre
sents ~ssets, habillt.les and a~tIVlty of that Croup. Securities and Exchange Commission inter
pretatI?ns ha~e. defmed. foreIgn lo~ns and revenue-producing assets as transactions in which the cus
tomer IS. domIciled outsIde the UnIted States. Both international and foreign operations have been
summanzed for 1981 and 1980 .

Year ended December 31,
1981 1980 1979

46.0% 46 .0 % 46 .0%

(53·4) (48 .3) (48 .7)
(4-9) (2·7)
1·7 ·7 (.2)

(4·5) (}-3) -----.:2
(15.1)% (7.6)% (2.6)%

46.0 % 46.0 % 46.0%

(14·4) (11.9) (9-4)

4.1 4·5 5·3
(4.1) (2.8)
(2.6) (1.2) (.6)
(4-3) (1.6) (1.2)
(3. 2) (·5) (·4)
~) (2.8) (2.2)

21.0% 29·7% 37·5%

Consolidated
Statutory federal income tax rate
Increase (decrease) in tax rate resulting from:

Tax exempt interest income
State and local taxes on income, net of federal income tax benefit
Gain on redemption of debt
Amortization of investment tax credit
Investment tax credit on premises and equipment
Capital gain rate difference
Other

Effective tax rate

Parent
Statutory federal income tax rate
Increase (decrease) in tax rate resulting from:

Dividends from and undistributed earnings of subsidiaries
Gain on redemption of debt
State and local taxes on income, net of federal income tax benefit
Other

Effective tax rate

(1) Includes all inte.rest-bearing and non-interest-bearing deposits for both foreign branches
and Edge Act subsldJanes.

The allowance for loan losses related to foreign activities for 1981, 1980 and 1979 has changed as follows:

The funds transferred between domestic and foreign operations for the years shown
repres~nt pooled fund~ ~nd relat~d pooled costs associated with funding the Company's lending
operatIons. Afte~ spec~l~ domestIc and foreign funding sources are identified, funds are transferred to
cover any resultmg defICIt; funds transferred are valued at the actual cost of pooled purchased funds
of the applicable provider of funds.

Dividends payable by the Parent to its shareholders are restricted by certain debt convenants. Under
the most restrictive of these, as of December 31, 1981, the Parent could have declared additional divi
dends of approximately $459,467,000.

Dividends payable by the Bank to the Parent without the express approval of the Comp
troller of the Currency are limited to the Bank's net profits (as defined) for the current year combined
with its retained net profits for the preceding two years. Under this formula, as of December 31, 1981
the Bank could have declared additional dividends of approximately $209,094,000.

As a member of the Federal Reserve System, the Bank is subject to certain restrictions
under the Federal Reserve Act, including restrictions on any extension of credit to its affiliates. In
particular, the Parent and its non-banking subsidiaries are prohibited from borrowing from the Bank
unless the loans are secured by specified obligations. Such secured loans and other regulated invest
ments by the Bank to the Parent or to any such subsidiary are limited in amount to 10 percent of the
Bank's capital and surplus and in the aggregate to 20 percent of the Bank's capital and surplus. At
December 31, 1981 the Bank had no loans outstanding to the Parent.

Net assets of the consolidated and unconsolidated subsidiaries are restricted from distri
bution to the Parent as described above. At December 31, 1981 such restrictions on net assets totaled
$760,642,000, and total net assets of these subsidiaries were $1,154,835,000.

The retained earnings of the Parent included $477,666,000, $404,881,000 and $352,266,000
of undistributed earnings of subsidiaries at December 31, 1981, 1980 and 1979, respectively.

(In thousands)

Balance at January 1

Provision charged to expense
Other
Recoveries of amounts charged off
Loans charged to the allowance

Balance at December 31

1981

$14,883
2,325

(xm3)

884
(3,3° )

$13,°54

1980

$12,040
(1,846)
1,753
3,080

--i!11)
$14,883

1979

$13,390
(2,619)

4,110
(2,841)

$12,040



Total operating revenue, net income and identifiable assets by geographic area at December 31, 1981 ,
1980 and 1979 or for the years then ended were as follows:

A condensed income statement for foreign activities follows:

Comp4"yS position IU lessee: The Bank is the primary lessee. The table below presents comparative
consolidated data for the Company's leased assets under capital leases:

The net consolidated gains arising out of foreign currency transactions during the year
and included in the determination of net income were $17,260,000 in 1981, $4-377,0000 in 1980 and
$1,637,000 in 1979. An additional cumulative translation adjustment of $3,226,000 was booked directly
to retained earnings as required per the adoption in 1981 of FASB 52, "Foreign Currency Translation:'
In prior years, comparable amounts had been included in the determination of net income.

(1) Securities transactions are not attributable to foreign activities, hence, this also repre
sents income before secUl·ities transactions.

Year ended December 31,

(In thousands) 1981 1980 1979

Interest income $577,904 $357,177 $277,100
Interest expense 502,264 288,135 214.4°°
Net interest income 75,640 69,042 62,7°0
Provision for loan losses 2,325 (1,846) (2,619)

Net interest income after
provision for loan losses 73,315 70,888 65;319

Other income 37,638 21,081 13,769
Other expense $ 6o, 3 45,851 41,854

Income before income taxes $ 5°,)60 $ 46,118 $ 37,234

Net income (1) $ 26,187 $ 23,°59 $ 18,623

LeasingIS.

Total

$15,969.3
944.1

1,438.1
5,286.6

$23,638.1$222.6

$201.0
19.6

2.0

$16,936.5
441.4
858.6

4,983.4

$160·9 $z ,219. 2

U.2 $ 173.1

$ 2.0 $ 121.

$131 .9
16·7
12·3

$ 2·7 $ 159·4

~ $ 124. 0

$ 30 3.0

75·7
286·5

$ 365.5
542 .8
21004

International operations
Foreign activities
Asia Middle
and East

Pacific and
Basin Africa Total

International operations
Foreign activities
Asia Middle
and East

Pacific and
Basin Africa

Latin
America

and
Mexico

Latin
America

and
Mexico

$ 977.2
266·3
248.8

$~ $ 9.0

$ 13·3 $~

$1,147.2

14904
7°·2

Europe

Europe

$ 338 .1
80.2

873.0

$ 475·3
104.7
443. 134.0

40 .0

$37·3

$ .8 $ 5.6

L..:1 $ 2.8

$ 1.1 $ 17.4 $ 19.6 $ 9.6

$ .6 $ 9.1 $ 10.1 ~

Canada

Canada

$106.6

35.2

63·9

$ 20.0

$ 77·7
21.7
12·5

$ 2.0

$ 1.1

u.s.
domicile

U.S.
domicile

5,286.6

$19,23°.2

$ 123.2

$ 97.0

$ 2,147·3

Domestic
operations

4,982 .7

$19,826.0

$ 2,665.2

Domestic
operations

Net income

Identifiable assets:
Net loans
Acceptance
Interest- bearing deposits
Other

Total identifiable assets

Identifiable assets:
Net loans
Acceptances
Interest- bearing deposits
Other

Total identifiable assets

(In millions)

Total operating revenue

Income before income
taxes and securities
transactions

Net income

(In millions)

Total operating revenue

Income before income
taxes and securities
transact ions

Accumulated
(In thousands) Cost amort iza tion Net

At December 31, 1981
Premises $89,374 $36,404 $52,970
Furniture and equipment __1) __3 10

Total $89,387 $36,407 $52,980

At December 31, 1980
Premises $89,017 $33,726 $55,291
Furniture and equipment 6,659 6,312 -l1Z

Total $95.676 $40,°38 $55,638

In addition to capital leases, the Company is obligated under a number of non
cancelable operating leases for premises and equipment with terms ranging from one to 35 years,
many of which provide for periodic adjustment of rentals based on changes in various economic indi
cators. Future minimum payments under capital leases and non-cancelable operating leases with
terms in excess of one year as of December 31, 1981 are as follows on page 84.

$14,735·7
541 . 0

52 4.3
4,792.1

$275·9 $20,5 3.1

$ (.4) $ 208.2

L£) $12).4

$ 4-3

$ 2.2

International operations
Foreign act iv ities
Asia Middle
and East

Pacific and
Basin Africa Total

Latin
America

and
Mexico

$ 844.2 $
125.8
117.1

$ 601.6

$ 254·5
8.0

339.1

Europe

$ 7°·7

$28.2

$(1.0) $ 10.7

W) $ 5·4

Canada

$ 99·9
243·4

u.s.
domicile

4,792.1

$17,549.2

$ 168.1

$ 103.3

Domestic
operations

$ 1,695.2

Identifiable assets:
Net loans
Acceptances
Interest- bearing deposits
Other

Net income

(In millions)

Total operating revenue

Income before income
taxes and securities
transactions

Total identifia ble assets

I979



Short-term advances are made by the Parent under credit agreements w~th the ~~b

sidiaries. The rate charged is approximately equal to the cost incurred by the Parent m acqurrmg
the funds advanced to the subsidiaries.

December }1,

1981 1980

Intermediate- Intermediate-
term Long-term term Long-term(In thousands)

Wells Fargo Bank, N.A.
$ $25,000 $ $25,00081/4 % Subordinated capital note due 1998

Finance Subsidiaries:
Wells Fargo Credit Corporation:

14% Note due 1985 34,000
14.95% Note due 1991 33,500
15·05% Note due 1984 8,102
15.7% Note due 1984 7,968
12.56% Note due 1985 40,000
11.85% Note due 198) 10,000 10,000
12.55% Note due 1983 35,000 )5,000
93/4 % Note due 1985 70,000
10.95% Note due 1985 55,000
83/4 % Note due 2002 7,200 7,200

Wells Fargo Leasing Corporation:
10,00011.85% Note due 198) 10,000

12.55% Note due 198) 25,000 25,000
93/4 % Note due 1985 25,000 25,000
10.95% Note due 1985 25,000 25,000
14.95% Note due 1991 41,500
15.82% Note due 1985 12,860
71/2% Subordinated debenture due 1997 15,000 15,000
8% % Note due 2002 25,000 25,000

Wells Fargo Mortgage Company:
5,00012·55% Note due 198) 5,000

93/4 % Note due 1985 10,000 10,000
10.95% Note due 1985 5,000 5,000
81/4 % Subordinated debenture due 1998 6,800 6,800

Wells Fargo Realty Advisors:
5,00011.85% Note due 1983 5,000

12.55% Note due 1983 5,000 5,000
934 % Note due 1985 25,000 25,000
10.95% Note due 1985 15,000 15,000
14.95% Note due 1991 5,000

2,80071/2% Subordinated debenture due 1997 2,800
81/4 % Subordinated debenture due 1998 7,200 7,200
83/4 % Note due 2002 10,000 10,000

Total Finance Subsidiaries 382,930 74,000 )25,000 74,000

Other Subsidiaries:
Wells Fargo Financing Corporation:

11 % Note due 1986 19,000
11 % Note due 1986 26,000
11 % Note due 1986 ~

Total other Subsidiaries 50,000

$99,000Total $432,930 $99,000 $325,000

Notes with original maturities greater than one year receivable by the Parent from its subsidiaries are
as follows:

Parent company financingI6.

1979

$ 479,207
(5,129)

229,57)
(1)7,166)

$566-485

December }1,

$ 590 , 684
(5,6)8)

262,842
(183,9°0)

$663,988

$ 17,210
15,575
12-47°
10,102

9,129
54,)87

$118,873

Operating leases

$ 879,277
(6,285)

272,288
(270 ,)59)

$ 874,921

1979

$22,°72

$ 10,576
10,240

9,949
9,7)7
9,659

110,5)9

160,7°0

(26,)76)
(66,656)

$19),699
164,086
1)8,8)8

115,947
87,8))

178,874

$879,277

Capital leases

Year ended December }1,

(In thousands)

Year ended December 31.,
1982
198)
1984
1985
1986
Thereafter

Total minimum lease payments

Executory costs
Amounts representing interest

Present value of net minimum
lease payments

(In thousands)

Consolidated

(In thousands)

Total minimum lease payments to be received
Allowance for losses
Unguaranteed residual value
Unearned income

Net investment in direct financing leases

Sublease income under capital and operating leases was not significant in amount. Net rental expense
for all operating leases was as follows:

Cotnpll"yS lICtivity lIS II lessor: The net investment in direct financing leases consisted of the
following:

The net investment in leveraged leases was not significant.

The Company recognized $4,754,000, $3,008,000 and $1,556,000 of unearned income in
1981, 1980 and 1979, respectively, to offset initial direct costs of acquiring leases. The Bank does not
recognize unearned income to offset initial direct costs of acquiring leases.

At December 31, 1981 , direct lease receivables were due in installments to 1998 . Installments mature as
follows:

(In thousands)

Year ended December 31.,
1982
198)
1984
1985
1986
Thereafter
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Inter-company transactions

Certain transactions give rise to inter-company revenues and expenses which are eliminated in con
solidation. The most significant of these transactions, which arise primarily between the Bank and the
Finance Subsidiaries, are described below.

Under an agreement with the Bank, Wells Fargo Mortgage Company (WFMC) receives a
brokerage fee for loans recommended to and accepted by the Bank. WFMC received brokerage fees
totaling $897,000 in 1981, $1,882,000 in 1980 and $3,966,000 in 1979. WFMC also services real estate
loans for the Bank and for Wells Fargo Credit Corporation, another affilitate. Fees received under this
program were $2,148,000 in 1981, $1,498,000 in 1980 and $867,000 in 1979. WFMC may purchase up to
90 percent participation in certain construction loans with the Bank and with Wells Fargo Realty Ad
visors, another affiliate. WFMC's participation in such loans was $36,436,000 at December 31, 1981,
and $33,099,000 at December 31, 1980. In 1979, WFMC began marketing loans on behalf of the Bank
for a fee. Fee income relating to this service was $151,000 and $325,000 in 1981 and 1980, respectively.
Fees in 1979 were insignificant.

Wells Fargo Leasing Corporation (WFLC) provides servicing for lease financing of the
Bank and leases certain assets to the Bank. The fees received for these services and WFLC's share of
the gain on sale of assets involved in the Bank's equipment leasing program were $1,171,000 in 1981,
$308,000 in 1980, and $492,000 in 1979.

Wells Fargo Realty Advisors (WFRA) is involved in participation agreements with the
Bank and with WFMC. At December 31, 1981 the Bank participated in $38,961,000 loans with WFRA
and WFMC participated in $35,771,000 in loans with WFRA.

Wells Fargo Business Credit (WFBC) also has participation agreements with the Bank.
At December 31, 1980 the Bank participated in $565,000 in loans with WFBC. At December 31, 1981
the Bank did not participate in loans with WFBC.

See Note 16 for Parent company financing of the subsidiaries.

Commitments & contingent liabilities

In the normal course of business there are various commitments outstanding and contingent liabil
ities, such as foreign exchange contracts and guaranteed commitments to extend credit, which are not
reflected in the accompanying financial statements. No material losses are anticipated by management
as a result of these transactions. The Bank had outstanding commitments under stand-by letters of
credit at December 31, 1981 totaling $465,997,000.

At December 31, 1981, the Bank had an investment of less than $10,000,000 in a French
bank that may be nationalized.

Actions are pending against the Bank and certain other subsidiaries of the Parent in
which the relief or damages sought are very substantial. In addition, the Parent, the Bank and the
other subsidiaries of the Parent are at all times subject to numerous pending and threatened legal
actions and proceedings arising in the normal course of business. After reviewing with counsel pend
ing and threatened actions and proceedings, management considers that the outcome of such actions
or proceedings will not have a material adverse effect on the operations or financial condition of the
Company, the Bank, the Parent or the Finance subsidiaries.

In 1981, the Bank discovered an embezzlement of approximately $21,000,000. Manage
ment believes that all but $1,000,000 will be covered by insurance. This $1,000,000 expected loss has
been accrued in the expenses of the first quarter of 1981 ..

Interest rate futures

The Company has accounted for interest rate futures in accordance with the rules proposed by a
special task force of the American Institute of Certified Public Accountants in an issues paper sub
mitted to the FASB. Interest rate futures contracts are purchased to protect net interest spreads. At
December 31, 1981 the Company had long positions in interest rate futures contracts which amounted
to $475,000,000. Also at December 31, 1981 there were deferred gains on closed positions which
amounted to $1,230,000.

20. Financial reporting & changing prices (unaudited)

As required by Financial Accounting Standards Board (FASB) Statement No. 33, "Financial Reporting
and Changing Prices;' the Company has provided supplemental information concerning the effects of
changing prices on its financial statements.

It is important that financial statement users understand what the inflation-adjusted data
is intended to represent and appreciate its inherent limitations. The Company feels that the following
information may be helpful in understanding and assessing the data presented.

Basis ofsupplementary presentation

The financial data set forth below were calculated by adjusting certain historical cost information by
the average Consumer Price Index for All Urban Consumers (CPI) to reflect changes in the general
purchasing power of the dollar. The resulting numbers are generally referred to as historical cost/
constant dollar amounts and are intended to eliminate financial statement distortions caused by gen
eral inflation. Such distortions generally include overstatement of reported earnings and under
statement of reported effective rates of taxation.

One distinctive element of the FASB's version of historical cost/constant dollar accounting
is that the required supplemental disclosures reflect only a partial application of price-level account
ing. Thus, a comprehensive application of historical cost/constant dollar accounting to each financial
statement item is not required. Instead the FASB has simplified disclosures by focusing on the items
most often affected by inflation-premises and equipment and monetary assets and liabilities.

The principal difference between 1981 income from continuing operations as determined
on the historical cost/constant dollar basis and net income as reported in the financial statements is
additional depreciation expense in the historical cost/constant dollar presentation caused by increasing
the value of premises and equipment before computing depreciation expense thereon. However,
premises and equipment are relatively insignificant on the Company's balance sheet. Therefore, this
tends to minimize the difference between these two income measurement concepts. It should be
noted that the accounting principles involved do not change under historical cost/constant dollar as
sumptions; only the unit of measure changes under this concept. Restatement based on current cost
data has been omitted because there is no material difference from constant dollar data.

As specified by Statement No. 33, no adjustments or allocations of the amount of
income tax in the primary financial statements were made in the computation of the supplemental
information.

The Company believes that comparisons of price level adjusted data are most meaning
ful when interpreted in terms of trends and relationships among the periods. Management believes
that these effects are more appropriately measured through careful analysis of interest-rate sensi
tivity and liquidity management as discussed in the risk management section on pages 51 through
54 of this report. Management does not believe that the restatement of financial data based on
changes in the CPI is necessarily indicative of the effects of inflation on financial institutions. Virtu
ally all assets and liabilities of a bank are monetary in nature. Accordingly, changes in interest rates
may have a significant impact on a bank's performance. Interest rates, however, do not necessarily
move in the same direction or in the same magnitude as prices of other goods and services. The
nature of the Company's operations is such that there will always be an excess of monetary assets
over monetary liabilities. Therefore, this calculation will always show a loss of purchasing power in
periods of price ino·eases. However, this is not necessarily the most meaningful way to assess the
impact of inflation on a financial institution.

How well the Company copes with changing prices and fluctuating interest rates
may also be assessed by analyzing its asset and liability structure. This is developed under
Asset/Liability Management in Management's Discussion and Analysis, beginning at page 52. Addi
tional insight can be obtained by reference to the schedule of average balances, rates paid and
yields. The Company believes such analysis is superior to mechanical restatement as specified by
FASB Statement No. 33.
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The Board of Directors and Stockholders of Wells Fargo & Company

We have examined the balance sheets of Wells Fargo & Company (Parent) as of December 3", 1981 and 1980
and the related statements of income, stockholders' equity, and changes in financial position for each of the years in the
three-year period ended December 3", 1981; and the consolidated balance sheets of Wells Fargo & Company and Subsidiaries
as of December 31, 1981 and 1980 and the related consolidated statements of income, stockholders' equity, and changes in
financial position for each of the years in the three-year period ended December 3", 1981. Our examinations were made in
accordance with generally accepted auditing standards, and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements present fairly the financial position of Wells Fargo
& Company (Parent), and the consolidated financial position of Wells Fargo & Company and Subsidiaries at December 3",
1981 and "980, and the results of their operations and changes in their financial position for each of the years in the three
year period ended December 3", "981, all in conformity with generally accepted accounting principles applied on a consis
tent basis.

Reported income after securities
transactions but before taxes

Less tax provision and tax effect
of securities transactions

Historical net income
Adjustment to restate costs for the effect

of general inflation
Depreciation and amortization expenses

Income from continuing operations

Loss from decline in purchasing power of
net amounts of monetary assets held (not
tax effected)

Statemem ofimomc ft'011t c01ltimting operations adjusted for cbanging prices

(In thousands)
(Average 1981 dollars)

SupplC1,tetltary ftvc-year com,paris01t ofselected ft1ta1uial data adjusted for the effects of chat'tfit'tf prices

Peat, Marwick, Mitchell & Co.,
Certified Public Accountants

Accountantr report

WellsFllroo (In thousands, except per share amounts)
(Dollars expressed in average 1981 dollars)

& Company
Historical cost information

IIlId adjusted for general inflation "981 1980 1979

S"bsidillries
Net interest income (after provision

for possible loan losses)" $ 672,956 $ 669,516 $ 787,234
Income before gains/losses on

securities transactions $ 125,936 $ 116,545 $ 143,598
Income from continuing operations $ 106,079 $ 116,685 $ "35,100
Per common share:

Income before gainsllosses from
securities transactions $4.64 $5.09 $6·34

Net income $4-56 $5.10 $5.96
Purchasing power loss on net monetary

assets held during the year $ 48,402 $ 72,)02 $ 82,681
Net assets at year end $1,475,229 $1,)28,894 $1,)07,033
Other information:

Cash dividends declared per common share $1.92 $2.12 $2.15
Market price per common share at year end $251/2 $30% $31%
Average consumer price index 272.4 246.8 217.5

S"bsidiaries

WellsFllroo

& Company

lind
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Di,'eaor
c.~.R.) Limited
Sydney, Aust/'alia




	20091231141512140
	1981AnnualReport.WF.pdf
	20091231133644169




