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OATH OR AFFIRMATION

1, David L. Pitelka , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of ~

Wells Fargo Securities, LLC ,‘ . , as
of December 31st ,2014 , are true and correct. I 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 a customer, except as follows: ‘

DRARIYE

Signature

Chief Financial Officer
SR e g g g aan W 13 (3
DEBRA L. JOINES ’
NOTARY PUBLIC {
t Rowan County, North Carolina

A

Nofary Publj

P

This report ** contains (check all applicable boxes): .~

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requitements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

O 00000000

OO

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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(A Subsidiary of Wells Fargo & Company)

Statement of Financial Condition
December 31, 2014
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Duke Energy Center
Suite 3200

550 South Tryon Street
Charlotte, NC 28202-4214

Report of Independent Registered Public Accounting Firm

The Board of Managers
Wells Fargo Securities, LLC

We have audited the accompanying statement of financial condition of Wells Fargo Securities, LLC (the
Company), a subsidiary of Wells Fargo & Company, as of December 31, 2014 (the financial statement).
The financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the
financial position of Wells Fargo Securities, LLC as of December 31, 2014, in conformity with U.S.
generally accepted accounting principles.

KPMes LIP

Charlotte, North Carolina
February 27, 2015

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
("KPMG International”), a Swiss entity.



WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Statement of Financial Condition
December 31, 2014
(In thousands)

Assets

Cash

Cash segregated pursuant to federal regulations

Financial instruments owned, at fair value ($35,206,403 pledged as collateral)
Receivable from broker-dealers and clearing organizations

Securities purchased under agreements to resell

Receivable from customers

Goodwill

Property, equipment, and leasehold improvements, net

Other assets

Total assets

Liabilities and Member’s Equity
Liabilities:
Securities sold under agreements to repurchase
Financial instruments sold, not yet purchased, at fair value
Payable to broker-dealers and clearing organizations

Payable to customers
Other liabilities

Total liabilities
Subordinated borrowings

Member’s equity:
Member’s contributions
Accumulated earnings

Total member’s equity

Total liabilities and member’s equity

See accompanying notes to financial statements.

150,714
1,038,246
35,236,074
20,178,482
7,743,114
154,217
79,687
3,290
251,917

64,835,741

37,137,715
13,815,416
4,099,997
2,369,579
814,775

58,237,482

2,323,500

1,529,736
2,745,023

4,274,759

64,835,741
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Organization

Wells Fargo Securities, LLC (the Company) is organized as a Limited Liability Company. The Company
is a wholly owned subsidiary of Everen Capital Corporation (Everen). Everen is a wholly owned
subsidiary of Wells Fargo & Company (the Holding Company). The Holding Company is registered with
the Federal Reserve Board as a financial holding company in accordance with the Gramm-Leach-Bliley
Act of 1999 (GLBA).

The Company is registered as a broker-dealer with the Securities and Exchange Commission (SEC) and
is a member organization of the Financial Industry Regulatory Authority (FINRA). The Company is also
a registered Futures Commission Merchant (FCM) registered with the Commodities Futures Trading
Commission (CFTC). The Company engages in a wide variety of securities activities in accordance with
its status as an affiliate of a financial holding company under the provisions of the GLBA. In general,
securities sold by the Company are not bank deposits and are not insured by the Federal Deposit
Insurance Corporation.

The Company clears some of its customers’ transactions through First Clearing, LLC (FCLLC), an
affiliated broker dealer, on a fully disclosed basis.

The Company self clears the majority of its institutional customer accommodation and market-making
transactions. Some futures are carried and cleared by an unaffiliated broker-dealer. In February 2013, the
Company began to self-clear its own futures transactions and also became a clearing member of the
Options Clearing Corporation in December 2013.

The Company clears transactions for Wells Fargo Institutional Securities, LLC (WFIS), an affiliated
broker dealer, and WFIS customers on a fully disclosed basis. The Company also clears some customer
transactions for Wells Fargo Prime Services, LLC (WFPS), an affiliated broker dealer, on a fully
disclosed basis.

The Company is a member of the Chicago Mercantile Exchange (CME), Eris Exchange LLC, ICE Clear
Credit LLC, ICE Clear Europe, ICE Clear US, ICE Futures Europe, ICE Futures US, LCH LLC and LCH
Ltd. where it is approved to clear interest rate swaps and futures.

On October 25, 2014, Standard & Poors Ratings Services (S & P) affirmed its ‘AA-/A-1+" long — and
short-term counterparty credit ratings on the Company. The ratings on the Company are based on its core
status to the Holding Company under S & P’s group ratings methodology.

Summary of Significant Accounting Policies
(a) Securities Purchased/Sold Under Agreements to Resell/Repurchase

Transactions involving securities purchased under agreements to resell (reverse repurchase
agreements) or securities sold under agreements to repurchase (repurchase agreements) are treated
as collateralized financing transactions and are recorded at their contracted resale or repurchase
amounts. The carrying value of repurchase and reverse repurchase agreements approximates their
fair value and are classified as Level 2 in the fair value hierarchy. These transactions are primarily
repurchase agreements of United States government and agency securities and corporate bonds.

3 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

The Company’s exposure to credit risk associated with the nonperformance of customers in
fulfilling these contractual obligations can be directly affected by volatile trading markets, which
may impair the customers’ ability to satisfy their obligations to the Company. Where appropriate
under applicable accounting guidance, reverse repurchase agreements and repurchase agreements
with the same counterparty are reported on a net basis.

It is the Company’s policy to obtain possession of securities purchased under agreements to resell.
The Company manages the credit risk associated with these transactions by monitoring the market
value of the collateral obtained, including accrued interest, and by requesting additional collateral
when deemed appropriate.

Securities Transactions

Customers’ securities transactions are recorded on a settlement date basis with related commission
revenue and expenses recorded on a trade date basis. In the event of uncompleted transactions on
settlement date, the Company records corresponding receivables and payables, respectively. The
carrying value of the receivables and payables approximates their fair values.

Financial instruments owned and financial instruments sold, not yet purchased are carried at fair
value on a trade date basis.

Securities Lending Activity

Securities borrowed and securities loaned are reported as collateralized financing transactions and
are carried at the contracted amounts of cash collateral received or paid in connection with those
transactions. The carrying value of securities borrowed and securities loaned approximates their
fair value and are classified as Level 2 in the fair value hierarchy. The Company receives collateral
generally in excess of the market value of securities loaned. The Company monitors the market
value of securities borrowed and loaned on a daily basis, with additional collateral obtained or
refunded as necessary.

Derivatives

Derivative financial instruments are used for trading purposes, including economic hedges of
trading instruments, and are recorded at fair value. Fair values for exchange-traded derivatives,
principally futures and certain options, are based on quoted market prices. Fair values for
over-the-counter derivative financial instruments, principally interest rate, credit default or total
return swaps, forwards, and options, are based on quoted market prices for similar instruments,
pricing models and discounted cash flow analyses are included in financial instruments owned and
financial instruments sold, not yet purchased in the accompanying statement of financial condition.

Benefit Plans

The Holding Company accounts for post-employment benefits in accordance with
FASB Accounting Standards Codification (ASC) 712, Nonretirement Postemployment Benefits,
which requires the accrual of a liability for all types of benefits paid to former or inactive
employees after employment but before retirement. Eligible employees participate in the
noncontributory defined benefit pension plan and the matched savings plan of the Holding

4 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Company. In addition, the Holding Company provides postretirement benefits, principally
healthcare, to employees and their beneficiaries and dependents.

On April 28, 2009, the Board of Directors approved amendments to freeze the benefits earned
under the Wells Fargo qualified and supplemental Cash Balance Plans and the Wachovia
Corporation Pension Plan, a cash balance plan that covered eligible employees of the legacy
Wachovia Corporation, and to merge the Wachovia Pension Plan into the qualified Cash Balance
Plan. These actions became effective on July 1, 2009.

Prior to July 1, 2009, eligible employees’ cash balance plan accounts were allocated a
compensation credit based on a percentage of their qualifying compensation. The compensation
credit percentage was based on age and years of credited service. The freeze discontinues the
allocation of compensation credit for services after June 30, 2009. Investment credits continue to
be allocated to participants based on their accumulated balances. Employees become vested in their
Cash Balance Plan accounts after completing three years of vesting service.

Income Taxes

The Company is a single-member Limited Liability company (SMLLC) and is treated as a
disregarded entity pursuant to Treasury Regulation 301.7701-3 for federal income tax purposes.
Generally, disregarded entities are not subject to entity-level federal or state income taxation and as
such, the Company does not provide for income taxes under FASB ASC 740, Income Taxes. The
Company’s taxable income is primarily reported in the tax return of its member, Everen. Certain
state jurisdictions will subject the Company to entity-level taxation as a SMLLC,; therefore, state
tax expense may be incurred. Similarly, the Company may be subjected to foreign taxation.

Based upon its evaluation, the Company has concluded that there are no significant uncertain
income tax positions relevant to the jurisdictions where it is required to file income tax returns
requiring recognition in the financial statements. Management monitors proposed and issued tax
law, regulations and cases to determine the potential impact to uncertain income tax positions. At
December 31, 2014, management had not identified any potential subsequent events that would
have a material impact on unrecognized income tax benefits within the next twelve months.

The Company files tax returns in various states and local jurisdictions and it is subject to income
tax examinations by tax authorities for years 2009 and forward.

Goodwill

Goodwill is not subject to amortization but is subject to impairment testing on an annual basis, or
more often if events or circumstances indicate possible impairment. The Company initially
performs a qualitative assessment of goodwill to test for impairment. If, based on qualitative
review, it is concluded that more likely than not the fair value is less than carrying amount, then
quantitative steps are completed to determine if there is goodwill impairment. If it is concluded that
fair value is not less than carrying amount, quantitative tests are not required. Various quantitative
valuation methodologies are applied when required to compare the estimated fair value to the
carrying value. Valuation methodologies include discounted cash flow and earnings multiple
approaches. If the fair value is less than the carrying amount, an additional test is required to

5 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

measure the amount of impairment. The Company recognizes impairment losses as a charge to
expenses and an adjustment to the carrying value of the goodwill asset. The Company’s
impairment evaluation for the year ended December 31, 2014, indicated that none of the
Company’s goodwill is impaired.

(h)  Property, Equipment, and Leasehold Improvements

Property, equipment, and leasehold improvements are stated at cost, less accumulated depreciation
and amortization. Depreciation of property and equipment is recognized on a straight-line basis
using estimated useful lives, which generally range from three to ten years. Leasehold
improvements are amortized over the lesser of the estimated useful life of the improvement or the
term of the lease.

(i) Other

The Company’s financial statements are prepared in accordance with U.S. generally accepted
accounting principles (GAAP). The preparation of the financial statements in conformity with
GAAP requires management to make estimates and assumptions that affect reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Assets owned by customers, including those that collateralize margin or other similar transactions,
are not assets of the Company, and are not included on the statement of financial condition.

Cash and Securities Segregated Pursuant to Federal and Other Regulations

Under the provisions of Rule 15¢3-3 of the Securities Exchange Commission (SEC), a qualifying security
with a fair value of $399,951,000 has been segregated for the exclusive benefit of customers at December
31, 2014. A qualifying security with a fair value of $99,997,000 has been segregated for the proprietary
accounts of brokers (PAB). The securities are included in financial instruments owned in the
accompanying statement of financial condition.

As an FCM, the Company is required to segregate funds in a cleared swap customer account, a secured
funds account and a segregated funds account under rules mandated by the CFTC. For these purposes,
$442,885,000, $190,363,000, and $404,998,000, respectively, is held in accounts at non affiliate banks
and is reflected in cash segregated pursuant to federal regulations in the accompanying statement of
financial condition.

The Company deposited $904,092,000 of investments of customer funds in securities with clearing
organizations as margin at December 31, 2014. These segregated securities are included in financial
instruments owned in the statement of financial condition.

Additionally, the Company segregated $1,939,559,000 of customer specific owned securities deposited at
non-affiliated banks and clearing organizations at December 31, 2014. These segregated securities are
not included in the statement of financial condition.

6 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Cash and securities segregated pursuant to federal and other regulations are classified as Level 1 in the
fair value hierarchy.

Receivable from and Payable to Customers

The balances represent the net amounts receivable from and payable to customers in connection with
normal cash securities and derivative transactions. The amounts receivable from customers are generally
collateralized by securities, the value of which is not reflected in the accompanying financial statements.
At December 31, 2014, customer receivables of $16,820,000 were unsecured.

Receivables from and payables to customers are classified as Level 2 in the fair value hierarchy.

Receivable from and Payable to Broker-Dealers and Clearing Organizations

Receivable from and payable to broker-dealers and clearing organizations consist of the following at
December 31, 2014 (in thousands):

Receivable from broker dealers and clearing organizations:

Deposits paid for securities borrowed $ 14,191,311
Unsettled regular way transactions, net 4,343,246
Securities failed to deliver 102,364
Syndicate receivable 142,317
Clearing fund deposits 133,397
Federal funds sold — overnight 10,000
Guaranty deposits 107,400
Receivable from derivative clearing organizations 814,881
Receivable from carrying brokers 324,056
Other 9,510

$ 20,178,482

Payable to broker dealers and clearing organizations:

Deposits received for securities loaned $ 3,506,444
Securities failed to receive 106,575
Syndicate payable 121,625
Payable to derivative clearing organizations 222,559
Payable to non-customer derivative counterparties 89,734
Other 53,060

$ 4,099,997

Receivables from and payables to broker dealers and clearing organizations are classified as Level 2 in
the fair value hierarchy.

7 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Financial Instruments Owned and Financial Instruments Sold, Not Yet Purchased

At December 31, 2014, financial instruments owned and financial instruments sold, not yet purchased
consisted of trading securities and derivatives reported at fair value as presented below (in thousands):

Financial
ins trume nts
sold, not yet

Financial purchased

instruments and derivative

owned liabilities

Corporate obligations $ 7,167,427 4,855,017

Collateralized loan obligations and asset-backed securities 1,481,418 —

Mortgage-backed securities 15,717,581 61,768
US government, US agency and municipal government

obligations 7,991,763 6,735,832

Equity securities 2,051,037 1,538,697

Money market securities 50,000 —

Derivatives:

Interest rate contracts 15,991 66,140

Equity contracts 760,857 545,349

Credit contracts — 12,613

$ 35,236,074 13,815,416

U.S. government securities with a fair value of $220,469,000 at December 31, 2014, have been pledged
to clearing corporations. Financial instruments owned at December 31, 2014, included debt securities
issued by the Holding Company with a fair value of $277,881,000 included in corporate obligations in
the table above.

Variable Interest Entities (VIEs) and Securitizations

The Company acts as underwriter for other subsidiaries of the Holding Company and third parties that
securitize financial assets, and may make a market in these securitized financial assets. These securities
are accounted for at fair value and are included in financial instruments owned in the statement of
financial condition.

The Company purchases and sells financial instruments in VIEs in connection with its market-making
activities. These financial instruments in VIEs include senior and subordinated tranches of collateralized
mortgage obligations (CMOs), collateralized debt obligations (CDOs), and collateralized loan obligations
(CLOs), and other asset-backed securities. The Company has made no liquidity arrangements, guarantees
or commitments by third parties related to these holdings. The Company’s maximum exposure to loss
related to these VIEs is limited to the carrying amount of the financial instruments owned.

8 (Continued)
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition

December 31, 2014

During the year ended December 31, 2014, the Company transferred $9,889,644,000 of debt securities
into securitizations structured as sales. The securitizations are primarily U.S. government agency or
U.S. Government-Sponsored Enterprise (GSE) sponsored collateralized mortgage obligations. These
securitizations are done principally on behalf of customers to help them obtain agency-backed mortgage
securities that conform to their investment profile. The Company is not the primary beneficiary for these
transactions because they do not have the power to direct the activities that most significantly impact the
U.S. government agency or U.S. GSE sponsored collateralized mortgage obligation entities. As of
December 31, 2014, the Company held $806,012,000 of securities related to current and prior year
securitizations which are included in financial instruments owned in the statement of financial condition.

The Company would consolidate a VIE if it is the primary beneficiary, which is defined as the party that
has both the power to direct the activities that most significantly impact the VIE’s performance and the
obligation to absorb losses or right to receive benefits that could potentially be significant to the VIE. An
analysis was conducted to determine if the Company was required to consolidate any interests in VIEs
and no such consolidation was required.

The following table sets forth the total VIE assets for VIEs for which the Company has a variable interest
and the Company’s financial instruments owned in those nonconsolidated VIEs and does not include
offsetting financial instruments that are held to mitigate the risks associated with these variable interests
(in thousands):

Financial
Total VIE instruments
assets owned
Collateralized mortgage obligations $ 2,365,831 14,717
U.S. agency issued mortgage-backed securities 36,973,666 785,663
Collateralized loan obligations 496,712 5,632
$ 39,836,209 806,012

Fair Value Measurements

In accordance with FASB ASC 820, Fair Value Measurement, the Company groups its assets and
liabilities measured at fair value in three levels, based on the markets in which the assets and liabilities
are traded and the reliability of the assumptions used to determine fair value. These levels are:

Level 1 — Valuation is based upon quoted prices for identical instruments traded in active markets.

Level 2 — 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
for which all significant assumptions are observable in the market.

Level 3 — Valuation is generated from techniques that use significant assumptions not observable in the
market. These unobservable assumptions reflect estimates of assumptions that market participants would

9 (Continued)



WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

use in pricing the asset or liability. Valuation techniques include use of option pricing models, discounted
cash flow models and similar techniques.

In the determination of the classification of financial instruments in Level 2 or Level 3 of the fair value
hierarchy, the Company considers all available information, including observable market data,
indications of market liquidity and orderliness, and the Company’s understanding of the valuation
techniques and significant inputs used. Based upon the specific facts and circumstances of each
instrument or instrument category, judgments are made regarding the significance of the Level 3 inputs to
the instruments’ fair value measurement in its entirety. If Level 3 inputs are considered significant, the
instrument is classified as Level 3.

The following sections describe the valuation methodologies used by the Company to measure classes of
financial instruments at fair value and specify the level in the fair value hierarchy where various financial
instruments are generally classified. Valuation models, significant inputs to those models and any
significant assumptions are included where appropriate.

For trading securities, the Company uses quoted prices in active markets, where available and classify
such instruments within Level 1 of the fair value hierarchy. Examples include exchange-traded equity
securities and some highly liquid government securities such as U.S. Treasuries. When instruments are
traded in secondary markets and quoted market prices do not exist for such securities, the Company
generally relies on internal valuation techniques or on prices obtained from third-party pricing services or
brokers (collectively, vendors) or combination thereof, and accordingly, classifies these instruments as
Level 2 or 3.

Trading securities are mostly valued using internal trader prices that are subject to price verification
procedures performed by separate internal personnel. The majority of fair values derived using internal
valuation techniques are verified against multiple pricing sources, including prices obtained from
third-party vendors. Vendors compile prices from various sources and often apply matrix pricing for
similar securities when no price is observable. The Company reviews pricing methodologies provided by
the vendors in order to determine if observable market information is being used, versus unobservable
inputs. When evaluating the appropriateness of an internal trader price compared with vendor prices,
considerations include the range and quality of vendor prices. Vendor prices are used to ensure the
reasonableness of a trader price; however valuing financial instruments involves judgments acquired
from knowledge of a particular market. If a trader asserts that a vendor price is not reflective of market
value, justification for using the trader price, including recent sales activity where possible, must be
provided to and approved by the appropriate levels of management.

Similarly, while investment securities traded in secondary markets are typically valued using unadjusted
vendor prices or vendor prices adjusted by weighting them with internal discounted cash flow techniques,
these prices are reviewed and, if deemed inappropriate by a trader who has the most knowledge of a
particular market, can be adjusted. Securities measured with these internal valuation techniques are
generally classified as Level 2 of the hierarchy and often involve using quoted market prices for similar
securities, pricing models, discounted cash flow analyses using significant inputs observable in the
market where available or combination of multiple valuation techniques. Examples include certain
residential and commercial MBS, municipal bonds, U.S. government and agency MBS, and corporate
debt securities.

10 (Continued)



WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Security fair value measurements using significant inputs that are unobservable in the market due to
limited activity or a less liquid market are classified as Level 3 in the fair value hierarchy. Such
measurements include securities valued using internal models or a combination of multiple valuation
techniques such as weighting of internal models and vendor or broker pricing, where the unobservable
inputs are significant to the overall fair value measurement. Securities classified as Level 3 include
certain residential and commercial MBS, other asset-backed securities, CDOs and certain CLOs, and
certain residual and retained interests in residential mortgage loan securitizations. The Company values
CDOs using the prices of similar instruments, the pricing of completed or pending third party transactions
or the pricing of the underlying collateral within the CDO. Where vendor or broker prices are not readily
available, the Company uses management’s best estimate.

The Company enters into both exchange-traded and over-the-counter (OTC) derivatives.

Quoted market prices are available and used for the Company’s exchange-traded derivatives, such as
certain interest rate futures and option contracts, which the Company classifies as Level 1. However,
substantially all of the Company’s derivatives are traded in OTC markets where quoted market prices are
not readily available. OTC derivatives are valued using internal valuation techniques. Valuation
techniques and inputs to internally developed models depend on the type of derivative and nature of the
underlying rate, price or index upon which the derivative’s value is based. Key inputs can include yield
curves, credit curves, foreign-exchange rates, prepayment rates, volatility measurements and correlation
of such inputs. Where model inputs can be observed in a liquid market and the model does not require
significant judgment, such derivatives are typically classified as Level 2 of the fair value hierarchy.
Examples of derivatives classified as Level 2 include generic interest rate swaps and certain option and
forward contracts. When instruments are traded in less liquid markets and significant inputs are
unobservable, such derivatives are classified as Level 3. Examples of derivatives classified as Level 3
include complex and highly structured derivatives such as certain credit default swaps. Additionally,
significant judgments are required when classifying financial instruments within the fair value hierarchy,
particularly between Level 2 and 3, as is the case for certain derivatives.
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Assets and liabilities measured at fair value at December 31, 2014 on a recurring basis are summarized
below (in thousands):

Fair value measurements

Level 1 Level 2 Level 3 Netting (a) Total
Financial instruments owned:
Corporate obligations $ - 7,239,666 54,134 (126,373) 7,167,427
Collateralized loan
obligations and
asset-backed securities - 1,047,307 434,111 - 1,481,418
M ortgage-backed securities - 15,717,581 - - 15,717,581
US government, US agency
and municipal government
obligations 8,849,616 1,921,060 6,809 (2,785,722) 7,991,763
Equity securities 2,335,204 21,461 10 (305,638) 2,051,037
Money markets 50,000 - - - 50,000
Derivatives:
Interest rate contracts 671 16,520 - (1,200) 15,991
Equity contracts 760,813 26,372 6,729 (33,057) 760,857
Credit contracts - 41,525 552 (42,077) -
$ 11,996,304 26,031,492 502,345 (3,294,067) 35,236,074
Financial instruments sold, not
yet purchased:
Corporate obligations $ - (4,981,390) - 126,373 (4,855,017)
Collateralized loan

obligations and

asset-backed securities - - - - -
M ortgage-backed securities - (61,768) - - (61,768)
US government, US agency

and municipal government

obligations (8,281,210) (1,240,344) - 2,785,722 (6,735,832)
Equity securities (1,844,335) - - 305,638 (1,538,697)
Money markets - - - - -

Derivatives:
Interest rate contracts (2,395) (64,945) - 1,200 (66,140)
Equity contracts (560,222) (11,268) (6,916) 33,057 (545,349)
Credit contracts - (43,110) (11,580) 42,077 (12,613)
$ (10,688,162) (6,402,825) (18,496) 3,294,067 (13,815,416)

® The netting of securities owned (assets) by the amount of securities sold but not yet purchased (liabilities) occurs when the
securities owned and the securities sold but not yet purchased have identical Committee on Uniform Security Identification
Procedures (CUSIPs) numbers. The netting of derivative assets and derivative liabilities occurs when specific conditions
under GAAP are met, including the existence of a legally enforceable master netting agreement or similar agreements.
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition

December 31, 2014

Changes in Level 3 Assets and Liabilities

Beginning Total net Purchases,
balance gains/(losses) issuances, Ending balance
January 1 included in sales and Transfers Transfers December 31
2014 earnings settlements, net into Level 3 out of Level 3 2014
(in thousands)
Financial instruments owned:
Corporate obligations $ 55,300 180 (23,598) 26,322 (4,070) 54,134
Collateralized loan
obligations and
asset-backed securities 571,703 37,515 (158,480) 3,640 (20,267) 434,111
Mortgage-backed securities - - - - - -
US government, US agency and
municipal government
obligations 38,671 525 (1,619) - (30,768) 6,809
Equity securities 7 5 4] - 1) 10
Money markets - - - - - -
$ 665,681 38,225 (183,698) 29,962 (55,106) 495,064
Financial instruments sold, not yet purchased:
Corporate obligations $ - - - - - -
Collateralized loan
obligations and
asset-backed securities - 318 (318) - - -
Mortgage-backed securities - - - - - -
US government, US agency and
municipal government
obligations - - - - - -
Equity securities - - - - - -
Money markets - - - - - -
$ - 318 (318) - - -
Net derivative assets and liabilities:
Equity contracts, net - (240) 53 - - (187)
Credit contracts, net (21,577) 11,986 (1,437) - - (11,028)
$ (21,577) 11,746 (1,384) - - (11,215)

The Company monitors the availability of observable market data to assess the appropriate classification
of financial instruments within the fair value hierarchy. Changes in economic conditions or model-based
valuation techniques may require the transfer of financial instruments from one fair value level to
another. The amounts reported as transfers represent the fair value as of the beginning of the year in

which the transfer occurred.
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WELLS FARGO SECURITIES, LLC
(A Subsidiary of Wells Fargo & Company)

Notes to Statement of Financial Condition
December 31, 2014

Purchases, Sales, Issuances and Settlements
Related to Changes in Level 3 Assets and Liabilities
Purchases Sales Issuances Settlements Net
(in thousands)

Financial instruments owned:

Corporate obligations $ 81,742 (105,340) - - (23,598)
Collateralized loan

obligations and

asset-backed securities 881,033 (1,039,513) - - (158,480)
M ortgage-backed securities - - - - -
US government, US

agency and municipal

government obligations 10,439 (11,750) - (308) (1,619)
Equity securities - ) - - [¢))
Money markets - - - - -

$ 973,214 (1,156,604) - (308) (183,698)
Financial instruments sold, not yet purchased:

Corporate obligations $ - - - - -
Collateralized loan

obligations and

asset-backed securities 19,957 (20,275) - - (318)
M ortgage-backed securities - - - - -
US government, US

agency and municipal

government obligations - - - - -
Equity securities - - - - -
Money markets - - - - -

$ 19,957 (20,275) - - (318)
Net derivative assets and liabilities:

Equity contracts - - - 53 53
Credit contracts - - - (1,437) (1,437)

$ - : - (1,384) (1,384)

The Company monitors the availability of observable market data to assess the appropriate classification
of financial instruments within the fair value hierarchy. Changes in economic conditions or model-based
valuation techniques may require the transfer of financial instruments from one fair value level to
another. The amounts reported as transfers represent the fair value as of the beginning of the year in
which the transfer occurred.

For the period ended December 31, 2014 the Company transferred $55,106,000 of financial instruments
owned from Level 3 to Level 2 due to an increase in observable market inputs. The Company also
transferred $29,962,000 of financial instruments from Level 2 to Level 3 as a result of a decline in
observable market inputs. There were no transfers between Level 1 and Level 2 during the year.
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