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OATH OR AFFIRMATION

Laurie Ohotto swear or affirm that to the best of my knowledge and belief the accompanying financial statements and

supporting schedules pertaining to the firmof Wells Fargo Investments LLC as of December 31 2009 are true and correct

further swear or affirm that neither the company nor any partner proprietor principal officer or director has any

proprietary interest in any account classified solely as that of customer except as follows

tu
Name Laurie Ohotto

Title Controller

Angela Marie Van Voorst

Notary Public

Not Public

This report contains check all applicable boxes
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Statement of Cash Flows

Statement of Changes in Stockholders Equity of Partners or Sole Proprietors

______
Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirement Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule

______
15c3-3

Ci Reconciliation including appropriate explanation of the computation of Net

Capital Under Rule 15c3-1 and the Computation for Determination of the Reserve Requirements

______
Under Exhibit Rule 15c3-3

Schedule of Segregation Requirements and Funds in Segregation Pursuant to

______
Commodity Exchange Act

Reconciliation between the audited and unaudited Statements of Financial

Condition with respect to methods of consolidation

An Oath or Affirmation

Copy of the SIPC Supplemental Report

Report describing any material inadequacies found to exist or found to have

existed since the date of the previous audit

Note The table of contents was incorporated within the audited financial statements
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KPMG LLP

4200 Wells Fargo Center

90 South Seventh Street

Minneapolis MN 55402

The Board of Governors and Member

Wells Fargo Investments LLC

We have audited the accompanying statement of financial condition of Wells Fargo Investments LLC

the Company wholly owned subsidiary of Wells Fargo Investment Group Inc whose ultimate parent is

Wells Fargo Company as of December 31 2009 that you are filing pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 This statement of financial condition is the responsibility of the

Companys management Our responsibility is to express an opinion on this statement of financial

condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control over financial reporting Accordingly we express no such opinion An

audit also includes examining on test basis evidence supporting the amounts and disclosures in the

statement of financial condition assessing the accounting principles used and significant estimates made

by management as well as evaluating the overall statement of financial condition presentation We believe

that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above present fairly in all material respects

the financial position of Wells Fargo Investments LLC as of December 31 2009 in conformity with

U.S generally accepted accounting principles

February 26 2010

Report of Independent Registered Public Accounting Firm

çpi iP

KPMG LLF U.S limited liability partnership is the U.S

member firm of KPMG International Swiss cooperative



WELLS FARGO INVESTMENTS LLC

Statement of Financial Condition

December 31 2009

In thousands

Assets

Cash and cash equivalents note 11 257199

Cash and market value of securities required to be segregated under federal or other

regulations note 199105

Deposits with clearing organizations 16668

Receivables

Brokers dealers and clearing organizations note 26366

Customers net of allowance of $58 310729

Securities borrowed note 2g 44158

Securities owned at fair value notes and 11 56532

Furniture equipment and leasehold improvements at cost less accumulated depreciation

and amortization of $15063 298

Due from affiliates 6367

Goodwill 153290

Other assets note 2g 118121

Total assets 1188833

Liabilities and Members Equity

Liabilities

Payables

Brokers dealers and clearing organizations note 7013

Customers 400586

Checks and drafts 53240

Securities loaned note 2g 45937

Securities sold not yet purchased at fair value notes and 11 15

Due to affiliates 16087

Accrued compensation and related benefits 49075

Other liabilities and accrued expenses 21487

593440

Commitments and contingencies note

Liabilities subordinated to claims of general creditors note 120000

Total liabilities 713440

Members equity 475393

Total liabilities and members equity 1188833

See accompanying notes to statement of financial condition



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

Organization and Nature of Operations

Wells Fargo Investments LLC WFI is wholly owned subsidiary of Wells Fargo Investment Group Inc

WFIG whose ultimate parent is Wells Fargo Company WFC WFIs primary activities are securities

brokerage and related investment services that include full service brokerage to retail clients investment

research principal trading correspondent clearing and distribution of corporate securities WFI is

registered with the Securities and Exchange Commission the SEC as broker/dealer and is member of

the Financial Industry Regulatory Authority FINRA WFI has retail offices located throughout the United

States

Summary of Significant Accounting Policies

Cash and Cash Equivalents

Cash and cash equivalents include cash in banks and highly liquid investments with an original

maturity of three months or less Cash and cash equivalents exclude amounts segregated under

federal or other regulations Cash equivalents are part of the cash management activities of WFI

Fair Value of Financial Instruments

Securities owned and securities sold not yet purchased are recorded at fair value Fair value is the

price that would be received to sell an asset or paid to transfer liability in an orderly transaction

between market participants at the measurement date

In accordance with FASB Accounting Standards Codification ASC 820 Fair Value Measurements

and Disclosures WFI categorizes its assets and liabilities that are accounted for at fair value in the

statement of financial condition into fair value hierarchy as defined by ASC 820 The fair value

hierarchy is directly related to the amount of subjectivity associated with the inputs utilized to

determine the fair value of these assets and liabilities See note 11 for further information about the

fair value hierarchy and WFI assets and liabilities that are accounted for at fair value

Receivable from and Payable to Brokers/Dealers

Amounts receivable from and payable to brokers/dealers consist primarily of the contract value of

securities which have not been delivered or received as of the date of the statement of financial

condition

Amounts receivable and payable for securities transactions that have not reached their contractual

settlement date are recorded net on the statement of financial condition

Receivable from and Payable to Customers

Amounts receivable from and payable to customers arise from normal securities margin and cash

transactions Securities owned by customers and either held as collateral for these transactions or

held in safekeeping are not reflected in the statement of financial condition Management considers

the receivables adequately collateralized

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

Furniture Equipment and Leasehold Impro vements

Furniture and equipment are stated at cost less accumulated depreciation and are depreciated using

the straight-line method over the estimated useful life of the asset generally three to five years

Leasehold improvements are amortized using the straight-line method over the lesser of the

respective lease term or the estimated life of the improvement

Other Assets

Included in other assets are loans and notes receivable from financial advisors representing amounts

provided to financial advisors primarily as recruitment and retention incentives in addition to

amounts provided for attaining certain production levels Amounts provided to financial advisors as

loans or notes receivable are forgiven over the life of the loan using the straight-line method or

repaid on fixed repayment schedule At December 31 2009 the outstanding balance of loans and

notes receivable was $94409

WFI has established an allowance for doubtful accounts to offset amounts deemed uncollectible from

financial advisors who are no longer employed by WFI Loans and notes receivable from financial

advisors are reported net of the allowance for doubtful accounts of $592 at December 31 2009

Securities Lending Activities

Securities borrowed and securities loaned are financing arrangements recorded at the amount of cash

collateral advanced or received Securities borrowed transactions require WFI to deposit cash letters

of credit or other collateral with the lender With respect to securities loaned WFI receives cash or

other collateral in an amount generally in excess of the market value of securities loaned WFI

monitors the market value of securities borrowed and loaned on daily basis with additional

collateral obtained or refunded as necessaiy

Income Taxes

WFI is wholly owned limited liability company and does not file its own income tax returns

Instead the results of operations are included in the income tax returns of its parent WFIG WFI

does not pay income taxes to its parent does not have tax sharing agreement with its parent and

management does not have the intention of changing these facts Thus WFI has many attributes of

pass-through entity and income taxes are not presented in its financial statements Due to the lack of

tax sharing agreement provisions associated with uncertain tax positions as defined in FASB ASC

740 Income Taxes are not applicable

Goodwill

Goodwill represents the excess of the purchase price over the fair value of net assets acquired in

business combinations under the purchase method of accounting Under FASB ASC 350-20

Goodwill goodwill is assessed at least annually by management for impairment on reporting unit

level by applying fair-value-based test using discounted estimated future net cash flows Because

100% of goodwill is treated as nonallowable asset for regulatory purposes the impact of any

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

impairment on goodwill would not affect WFIs net capital In managements opinion no

impairment exists as of December 31 2009

fj Use ofEstimates

The preparation of the statement of financial condition in conformity with U.S generally accepted

accounting principles requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date

of the statement of financial condition Actual results could differ from such estimates

Cash and Securities Required to be Segregated under Federal or Other Regulations

In accordance with the provisions of Rule 5c3-3 under the Securities Exchange Act of 1934 at

December 31 2009 cash and market value of securities required to be segregated under federal or other

regulations reflects $199000 that was segregated for the exclusive benefit of customers and $105 that was

segregated for proprietary accounts of introducing brokers PAIB WFI deposited $48000 from special

reserve account for the exclusive benefit of customers on January 2010 pursuant to the December 31

2009 customer reserve calculation

Receivable from and Payable to Brokers Dealers and Clearing Organizations

Amounts receivable from and payable to brokers dealers and clearing organizations consist of the

following

Receivables

Securities failed to deliver 2797
Receivable arising from unsettled securities transactions net 5175

Clearing organizations and other 18394

26366

Payables

Securities failed to receive 3906
Securities failed to receive with clearing organizations net 2245

Payable to an affiliate broker clearing through WFI as correspondent 771

Clearing organizations and other 91

7013

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

Securities Owned and Securities Sold Not Yet Purchased

Securities owned and securities sold not yet purchased consist of trading securities at fair value as

follows

Sold not yet

Owned purchased

Corporate and preferred stocks 56128 15

State and municipal obligations 404

56532 15

Securities sold not yet purchased represent obligations of WFI to deliver the specified security at the

contracted price and thereby create liability to purchase the security in the market at prevailing prices

Accordingly these transactions result in off-balance-sheet risk as WFIs ultimate obligation to satisfy the

sale of securities sold not yet purchased may exceed the amount recognized in the statement of financial

condition

Liabilities Subordinated to Claims of General Creditors

In December 2002 WFI entered into $120000 subordinated loan agreement with WFC The loan

matures on January 31 2010 with no scheduled principal payments until maturity Each year the loan

maturity date is automatically extended an additional year unless WFC provides notice at least seven

months prior to the maturity date that the loan will not be extended Interest is paid quarterly and is based

on 90-day LIBOR rate plus 0.25%

The liabilities subordinated to claims of general creditors are covered by agreements which have been

approved by WFIs regulators and are available to WE in computing net capital under the SECs Uniform

Net Capital Rule To the extent such borrowings are required for WFIs continued compliance with

minimum net capital requirements note they may not be repaid

Related Party Transactions

In the ordinary course of business WFI enters into material transactions with other affiliates of WFC
These transactions could be charges or reimbursements to WFI and include certain securities transactions

costs incurred for employee benefit programs sponsored by WFC note 10 costs incurred to reimburse

affiliates for rent and other occupancy charges paid on its behalf note interest paid to affiliates under

short-term and subordinated financing arrangements and other operating expenses allocated by affiliates

Additionally WFI provided correspondent brokerage clearing services to an affiliated broker/dealer for

which it was paid correspondent clearing fees during the year ended December 31 2009

At December 31 2009 WFI had available credit from WFC under an unsecured short-term promissory

note that is authorized up to $500000 Additionally WE periodically obtains short-term financing from

Wells Fargo Bank N.A the Bank under repurchase agreements which are collateralized by trading

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

securities and U.S Treasury securities reported as cash equivalents WFI pays interest on these financing

arrangements at interest rates approximating commercial lending rates At December 31 2009 WFI had no

outstanding borrowings under these arrangements

Leases Commitments and Contingent Liabilities

WFI leases certain office space and data processing equipment under several noncancelable operating

leases Certain leases have renewal options and clauses for escalation and operating cost adjustments based

upon increased costs incurred by the lessor Future minimum rental commitments under the terms of the

lease agreements as of December 31 2009 are as follows

2010 8539

2011 8524

2012 8502

2013 7751

Thereafter
________________

33316

Minimum rental commitments exclude noncancelable operating leases which are administered by an

affiliate for the benefit of WFI when WFI does not have the contractual obligation

In the normal course of business there are various lawsuits claims and contingencies pending against

WFI WFI is also involved in governmental and self-regulatory agency inquiries investigations and

proceedings In accordance with ASC 450-20 Loss Contingencies WFI has established reserves for

estimated losses from pending lawsuits claims investigations and proceedings

On November 18 2009 WFC announced that WFI had reached settlements with the State of California

Attorney Generals office and the North American Securities Administrators Association regarding WFCs
participation in the auction rate securities ARS market The settlement agreements resolve all active

regulatory investigations and enforcement actions concerning WFCs participation in the ARS market

without WFC admitting to the allegations in the various investigations and complaints WFC agreed to pay

$1.9 million in fines and expenses The settlement agreements require that WFI acting as riskless

principal or agent for one or more affiliated companies and not for its own account purchase certain ARS

sold to customers in accounts at WFI reimburse investors who sold ARS purchased at WFI for less than

par and offer to participate in special arbitration procedures with customers who claim consequential

damages from the lack of liquidity in ARS The buyback offer generally will be available to WFIs retail

clients individual investors certain 501c3 charitable organizations and any other customers having less

than $10 million in investable assets as of January 31 2008 Based on these settlement agreements WFC

expects to purchase up to $1.4 billion of ARS The customer notification process and buyback of the ARS

by WFI will start in 2010

Continued



WELLS FARGO IN VESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

After reviewing pending and threatened actions with counsel and any specific reserves established for

such matters management believes that the outcome of such actions will not have material adverse effect

on WFIs results of operations or financial condition

Net Capital Requirements

WFI is subject to the Uniform Net Capital Rule 15c3-1 the Rule under the Securities Exchange Act of

1934 WFI has elected to compute net capital under the alternative provisions of the Rule which require

WFI to maintain net capital as defined equal to the greater of $1500 or 2% of aggregate debit items

arising from customer transactions as defined At December 31 2009 WFIs net capital was $239834

which was 77% of aggregate debit items and which exceeded the minimum net capital requirement of

$6196 by $233638

10 Employee Benefits

WFI participates in certain employee benefit plans sponsored by WFC The costs associated with WFI

employees are allocated to WFI

WFIs employees are eligible for benefits under WFCs defined contribution 401k Plan Under the 401k
Plan each eligible employee may contribute up to 25% of their pretax certified compensation although

there may be lower limit for certain highly compensated employees in order to maintain the qualified

status of the 401k Plan Eligible employees who complete one year of service are eligible for matching

company contributions which are generally dollar for dollar match up to 6% of an employees certified

compensation The matching contributions generally vest over four years

WFI also participates in WFCs noncontributory qualified defined benefit retirement plans that cover

substantially all employees The projected benefit obligations and fair value of plan assets relating to only

WFIs employees are not available

Certain WFI employees participate in various WFC stock-based employee compensation plans which

provide for awards of incentive and nonqualified stock options stock appreciation rights restricted shares

restricted share rights performance awards and stock awards without restrictions Options must have an

exercise price at or above fair market value as defined in the plan of the stock at the date of grant and

term of no more than 10 years In accordance with FASB ASC 718 revised 2004 Compensation Stock

Compensation the cost of employee services received in exchange for awards of equity instruments such

as stock options or restricted stock is measured based on the fair value of the award on the grant date and

recognized over the vesting period of the award

11 Fair Value of Assets and Liabifities

ASC 820 Fair Value Measurements and Disclosures defines fair value establishes framework for

measuring fair value in U.S generally accepted accounting principles and expands disclosures about fair

value measurements

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

Securities owned and securities sold not yet purchased as well as money market fund investments and

U.S Treasury bills are recorded at fair value on recurring basis Fair value measurement is based upon

quoted prices such as listed market prices or dealer price quotations

In accordance with ASC 820 WFI groups its financial assets and financial liabilities measured at fair value

in three levels based on markets in which the assets and liabilities are traded and the reliability of the

assumptions used to determine fair value These levels are

Level Valuation is based upon quoted prices for identical instruments traded in active markets

Level Valuation is based upon quoted prices for similar instruments in active markets quoted

prices for identical or similar instruments in markets that are not active and model-based valuation

techniques which all significant assumptions are observable in the market

Level Valuation is generated from model-based techniques that use significant assumptions not

observable in the market

Level securities include those traded on an active exchange such as the New York Stock Exchange as

well as U.S Treasury securities that are traded by dealers or brokers in active over-the-counter markets

Level securities include municipal bonds and corporate debt securities

The balances of assets and liabilities measured at fair value on recurring basis as of December 31 2009

are as follows in thousands

Description Total Level Level Level

Securities owned 56532 56532

Cash and cash equivalents 229399 229399

Total assets 285931 229399 56532

Securities sold not yet

purchased 15 15

Total liabilities 15 15

The difference between the balance presented in the table above and the related balance in the

statement of financial condition relates to cash positions held

Continued



WELLS FARGO INVESTMENTS LLC

Notes to Statement of Financial Condition

December 31 2009

In thousands

12 FinanciaL Instruments with Off-Balance-Sheet Risk

In the normal course of business WFI engages in activities involving the execution settlement and

financing of various securities transactions These activities may expose WFI to off-balance-sheet risk in

the event that the other party to the transaction is unable to fulfill its contractual obligations

Customer securities transactions are recorded on settlement date basis which is generally three business

days after the trade date WFI is therefore exposed to risk of loss on these transactions in the event of the

customers or brokers inability to meet the terms of their contracts in which case WFI may have to

purchase or sell financial instruments at prevailing market prices WFI has established procedures to

reduce this risk by requiring deposits from customers for certain types
of trades

As customers write option contracts or sell securities short WFI may incur losses in the event customers

do not fulfill their obligations and the collateral in the customers account is not sufficient to fully cover

losses which customers may incur from these strategies WFI seeks to control the risks associated with its

customers activities including the customer accounts of its correspondents for which it provides clearing

services by requiring customers to maintain margin collateral in compliance with various regulatory and

internal guidelines The required margin levels are monitored daily and pursuant to such guidelines

customers are required to deposit additional collateral when necessary or to reduce positions when

acceptable

At times WFI arranges secured financing by pledging securities owned for short-term borrowing and to

satisf margin deposits of clearing organizations WFI also actively participates in borrowing and lending

of securities other than those of its customers In the event the counterparty in these and other securities

loaned transactions is unable to return such securities pledged or repay the deposit placed with them WFI

may be exposed to the risks of acquiring the securities at prevailing market prices or holding collateral

possessing market value less than that of the related pledged securities WFL seeks to control the risks by

monitoring the market value of securities pledged and requiring adjustments of collateral levels where

necessary

13 Subsequent Events

WFI has evaluated the effects of events that have occurred subsequent to December 31 2009 and through

February 26 2010 the date WFI issued its statement of financial condition During this period there have

been no material events that would require recognition in WFIs 2009 statement of financial condition or

disclosure in the notes to statement of financial condition

10
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Statement of Financial Condition

December 31 2009

With Report of Independent Registered Public Accounting Firm Thereon

SEC
Mall

Processing
Section

MAR 012010

Washington DC
120

FII



WALTON JOHNSON COMPANY

December 31 2009

Report Purcuw to Rule 7a5d


