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PRULL HAZEN
" RESGNTATION
Good morning. | am Paul Hazen, Chairman of Wells Fargo. | will divide L

my remarks this morning into two parts. First, | will describe what the
Norwest-Wells Fargo merger will mean for the communities where we do
business—specifically what values will guide the new company as we
move forward. Secondly, | will also describe Wells Fargo’s record since
1852 of keeping its promises to the communities where it does business
and assure you we will continue our “best practices” with respect to CRA

lending, services and investments.

The new Wells Fargo & Co. will have one of the most widely known brand
names in the financial services industry, a name that has endured for 146
years. Since the gold rush, Westerners have relied on Wells Fargo for
honest, reliable banking service. It may surprise you to know that
Minnesotans, too, once counted on Wells Fargo for express delivery

services.

If | may, I'd iike to give you a one minute history of Wells Fargo. In 1852,
Henry Wells and William Fargo, formed Wells Fargo & Co., ta provide
reliable banking and express services to Western pioneers, and opened

their first office in San Francisco.
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By 1858, as Minnesota became a state, Wells Farge had established
seventy-eight offices. These offices and stagecoaches linked mining
camps and towns all over the West. In May 1869, the completion of the
transcontinental raitroad allowed Wells Fargo express messengers to ride
the rails. By April 1, 1897, Wells Fargo was operating in the upper
Midwest aboard the trains of the Chicago Great Western Railroad, and had
31 offices in Minnesota. The Twin Cities’ locations became part of Wells
Fargo's “Ocean to Ocean” express network of offices around the country
and around the world. By 1910, Wells Fargo had offices in 194 Minnesota

communities, from Adams to Zumbrota,.

In 1918, Wells Fargo changed abruptly when as a wartime measure the
federal government took over all the 10,000 offices throughout the U.S. of
Wells Fargo's express operations, and the Wells Fargo name disappeared
from depots and starefronts throughout Minnesota. However, Wells
Fargo's banking operations continued in the West, carrying on the most

famous name in Western banking.

This year our history adds a new chapter with our merger with Norwest.
We want to build a strong foundation for the new Wells Fargo that will last
a long time. We pledge to make the iransition as smooth as possible.

| can assure you that we will take the time to do it right.
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In bringing Norwest and Wells Fargo together, we find that our cultures
have much in common. These similarities include high performance
orientation, commitment to customer service, high quality of teammember

talent and strong records of community involvement.

One value that we find that Norwest and Wells Fargo share is our belief
that people are the best competitive advantage we have. At Wells Fargo,

our employees “do whatever it takes to come through” for the customer.

Both Wells Fargo and Norwest believe in the strong linkage between a
diverse workforce and business success in an increasingly competitive
global economy. For Wells Fargo, nowhere is this more evident than in
California, a state that is a true mosaic of ethnicities. The new Wells Fargo
will continue in its efforts to recruit, retain and promote women and minority
employees in key positions throughout the company in all our combined

markets just as we have since the company’s founding in 1852.

It is true that our banks do have different business models, based on our
geographic origins and the different types of businesses we are in. For
example, Norwest grew up here in the Midwest with more community
banks than Wells Fargo’s predominantly urban markets. But that does not

mean that the new Wells Fargo would adopt an urban model in areas
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where a community banking model would work better. Both banks have
been looking for a model to cultivate that other marketplace. We'll gain by
sharing our different business models that fit each type of community, and

combining them into a common operating philosophy.

Our commitment to all of the communities in which we do business is to
take “best practices™- those things that work well in both organizations and

apply them to the new Wells Fargo.

First, let me emphasize that the new Wells Fargo will honor all of Wells
Fargo’s and Norwest's previous CRA abligations. Wells Fargo is a leader
in outreach to women and minority-owned small businesses in the West, if
not the nation. These commitments include a $10 billion, 10-year goal for
women-owned small businesses, a $1 billion, 8-year goal for providing
loans to Latino-owned small businesses, and a recently announced $1
billion, 12-year goal for loans to African-American owned small
businesses. The new Wells Fargo will continue to aggressively market its
products to low-income and minority communities to ensure equal access

to credit and banking services to all citizens.

It is worth noting that in 1990, Wells Fargo was the first major bank in the

country to announce a multi-year CRA lending goa! and the first bank to
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exceed its goal. Our CRA goals and lending results are shared with the
communities we serve on an ongoing basis. You can find state-by-state
results of our lending, service and investment programs at our website,

which is www.wellsfargo.com.

Some have asked, how can the new Wells Fargo set goals when no one
knows what will happen 10 years from now? We can't predict the future.
But we do know that we will be there to meet credit needs of communities
and consumers, however those needs change. We knaw that from our
past experience with our CRA program. It is flexible and can

accommodate new or special local programs as needed.

Wells Fargo’s most current CRA lending goal which is $45 billion over 10
years was announced in December 1995 at the time of our merger with
First Interstate. This goal is a public commitment to provide community
lending and investments through a comprehensive and focused CRA
strategy that capitalizes on the Bank’s unique small business and
community development lending strengths. We will continue to honor this

commitment.
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To date, Wells Fargo has accomplished over $16 billion of this goal
resulting in the creation of over 340,000 jobs and over 13,000 affordabie

living spaces.

Wells Fargo and Norwest intend through our current and future community
reinvestment programs to be the unrivaled banking leader in CRA lending
throughout our new 21-state territory. Wells Fargo has achieved
“Outstanding” CRA ratings from its primary reguilator and will continue to

do so.
Let me give you examples from two areas, small business and community
development fending, where Wells Fargo has exemplified community

reinvestment "best practices.”

Small Business

Since 1996, Wells Fargo has lent over $11 billion to smal! businesses and
small farms. According to the most current public data available, Wells
Fargo provided more small business loan dollars to low- and moderate-
income communities in the U.S. than any other bank in both 1996 and

1997. With Norwest's expertise in smali farm lending, Wells Fargo
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expects to “Out Local the Nationals™ and become the premier small

business and smalt farm bank in the nation.

Commupity Development Lending

Wells Fargo is already a national leader in community development
financing for both the construction of multi-family housing units and
financing to middle-market businesses for job creation. We believe that
the creation of a Community Development Corporation (CDC) will further
enhance our community programs. Through the creation of a new national
CDC, Wells fargo will lend to non-profit organizations that develop
affordable housing or provide technical assistance to micro and very small

businesses in low-income communities.

Additionally, Wells Fargo has developed a portfolio of diverse and
innovative CRA investments to meet local community financing needs.
Currently Welis Fargo has a CRA investment portfolio of $213 million

towards its $500 million, 10-year CRA Investment goal.

A significant portion of Wells Farge's investments are focused on rural
markets. Wells Fargo is the largest bank investor in the Rural Community

Assistance Corporation (RCAC), a non-profit agency dedicated to
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improving the lives of low-incorne, rural Americans. RCAC provides
technical assistance, loans, grants, and operational support for

organizations in rural communities.

When it comes to CRA contributions, both Wells Fargo and Norwest have
solid records of making grants throughout their markets. In 1995 Wells
Fargo pledged that 75% of our contributions would support credit
counseling, affordable housing, job training programs, schools serving low-
to-moderate income students, and programs that provide social services in
low-income and rural communities. Last year, 78% of our contribution

dollars funded such activities.

We will not decrease our contribution levels in the communities where we
do business. We intend to continue to be the leader in a wide range of

crucial community reinvestment-related issues.

Now, on to the business aspects of this merger. The new Wells Fargo has
nine of the 10 fastest growing state economies in our markets. In 73 of our
cities, we will be in first, second or third position for depesit market share,
which represents 80% of our customer base. To serve our customers, the
new Wells Fargo will have a strong delivery system across the new 21-

state territory, including traditional branches, supermarket branches,
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business centers, ATMs, 24-hour telephone customer service, Internet

banking, and PC banking.

One reason we are so convinced about the synergies of this merger is that
the retail networks of both Wells Fargo and Norwest had already begun to
evolve toward each other. Wells Fargo had looked for an effective
community banking model and identified Norwest, Norwest had looked for
an effective urban model and identified Wells Fargo. in our integrated
retail network, services will continue to be expanded and customers will

have the benefit of the widest choices possible.

These choices cover all income segments. In our major metropolitan
areas, approximately haif of Wells Fargo’s branches are located within a
mile of a low-income community. In fact, to be where our customers want
and need us, we expanded our network. in the past two years, we added

506 new staffed offices which includes 353 supermarket offices.

Just as Wells Fargo historically expanded its delivery system from
stagecoach to the railroad lines, we are embracing new banking
technology and new formats for branch offices. Wells Fargo’s leadership
in alternative delivery systems is a perfect complement to Norwest's

leadership in community banking.
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Wells Fargo recognizes the challenges posed by technology.

Demographic studies show that it is a consumer's attitude, not their income
that determines the acceptance of technology. The new Wells Fargo will
continue to work with non-profits and providers of credit counseling and
banking services education to increase low-income consumers’
understanding of how to access banking and financial services through

technology.

So today, in a sense we are where we first started in 1852 - we are
spanning the Western territories and back to serving Minnesota
communities.

Wells Fargo looks forward to merging with a strong partner, Norwest, and
continuing our historic leadership role as a community reinvestment bank.

We pledge to become the best financial institution in this marketplace and

in every community we serve,

##H
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Facts regarding Wells Fargo’s Relationship with Oregon Steel Mills, Inc.

» The labor dispute has nothing to do with Wells Fargo. It is between Oregon
Stecl and some of its employees who are members of the United Steelworkers
of America (union).

o Wells Fargo is one of many bank lenders to this company and we also handle
some of its deposit accounts. We have had a lending relationship with Oregon
Steel since 1976.

-o  The most recent financing was done in syndication with eight other banks and
has been in place since June 1996. Wells Fargo and The Bank of Nova Scotia
are co-agents of this syndication. Other bank members inciude: Key Bank,
U.S. Bank, NationsBank, First National Bank of Chicagoe, Union Bank of
California, PNC Bank, and Bank of Tokyo-Mitsubishi.

» The financing provides for working capital and general corporate purposes. It
does not specifically provide financing related to the union strike, which
ended December 1997, or for the continuing dispute between Oregon Steel
and the union.

» Wells Fargo is not a shareholder of Oregon Steel, as some literature that hag
been distributed suggests. We act as fiduciary trustee for certain Oregon Steel
Mills shareholders, including employees of the mill, but Wells Fargo has no
investment for our own account in the company’s stock.

e Finally, it would be against our business principles to deny service to ene
customer, be it a large company, an individual or a union, simply because
another customer urges us to do so. If the shoe were on the other foot and a
company asked us to withdraw credit from an employee because of a dispute,
we would also turn down such a request. From the very beginning of this
labor dispute, Wells Fargo has maintained that there is no role we can play in
the negotiations between the union workers and Oregon Steel.



Contact: Tom Unger
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Wells Fargo Reasserts it Plays No Role in Urion Dispute with Steel Company

PORTLAND, Ore. ~ Responding to the United Steelworkers of America’s series of recent
protests against Wells Fargo, the bank reasserts that it plays no role whatsoever in the dispute
between the union and Portland-based Oregon Steel.

The protests are due to the union’s continuing quarrel with the management of the mill
operated by Oregon Steel in Pueblo, Colo. Union members struck the mill in October 1997 but
settled the strike in December 1997. Because Oregon Steel has not re-hired all of the workers
who were on strike, the union decided to target Wells Fargo, one of many lenders to the steel
company.

The union campaign against Wells Fargo is aimed at forcing the bank to abandon a 22-
year customer relationship to pressure the steel company into accepting the union’s demands.
Wells Fargo’s business principals do not allow it to deny service to one customer, be it a large
company, individual or union, simply because another customer urges it to do so. If positions
were reversed and a company asked Wells Fargo to withdraw credit from an employee or union
because of a dispute, the bank wouid likewise turn down such a request.

Not only do Wells Fargo’s business principles require that it honor its commitments, the
bank also has a legal obligation to Oregon Steel. -

At issue with the union is a $125 million loan made to Oregon Steel by Wells Fargo
along with eight other major banks in June 1996. The loan is for working capital and general
corporate purposes. It was not made to provide financing related to the strike, as alleged by the
union.

Wells Fargo is not a shareholder in Oregon Steel, as also alleged. The bank acts as
fiduciary trustee for certain Oregon Steel shareholders, including Oregon Steel employees, but

Wells Fargo has no direct investment in the company’s stock.
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HOUSING AND HOUSING FINANCE DIVISION, CHAIR
COMMITTEES: CAPITAL INVESTMENT; ECONGOMIC DEVELOPMENT FINANCE DIVISION: ECONOMIC DEVELOPMENT AND
INTERNATIONAL TNADE: FINANCIAL INSTITUTIONS AND INSURANCE

Statemeant of State Representative Karen Clark to the Federal Reserve Board of Governors
September 17,1998

Good moming. Thanks for this opportunity to provide public testimony. My name 1s Karen
Clark. 1am the State Representative for five inner-city neighborhoods in South Minreapolis. 1
am also the Chair of the Housing and Housing Finance Committee of the Minnesota House of
Representatives and a member of the House Financial Institutions and Insurance Committee. | am
worried that the praposed merger between Norwest and Wells Fargo will negatively affect my
constituents in their access to banking and credit. The Phillips Neighborhood in particular which 1
both live in an represent bas suffered from a history of ncglect by banks. With 17,000 residents,
we are the largest neighborhood in Minneapolis (more populous than 35 of Minnesota’s countics)
and yet we do not have a major banking facility located there. What does that tell you about the

bankipg industry’s relationships to lowest income district in the state?

As you may know the state of Minnesota is i the throes of a serious crisis in affordable housing,
It is extremely hard to find an affordable unit of housing to rent ot even to buy in many areas
throughout the state, particularly in the inner city where the vacancy rate is 1.3 to 1.8%. That’s

critically below the 7% that’s considered a healthy rental market rate.

2833 18th Avenue South, Minnaapolis, Minnesata 55407 ~ (812) 722-772B
Siate Office Bullding, 100 Constiiution Ave., St. Paul, Minnesota 55155-1298 (612) 236-0294
Fax (612) 297-8128 TDD (612) 296-9808
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It’s estimated that we are lacking 38,000 units of affordable housing in the metropolitan area
alone. The problem is both one of not producing enough new affordable houxing and of not
preserving what affordablc housing we already have. 1f you would walk with me around nry own
neighborbood as I have recently been doing a lot lately, you would count at least 200 units of
boarded or vacant houses in need of repair. Some of these are scheduled for demolition. But
many of these homes could be repaired and purchased by our hard working, low-income families
that often pay twice 2s much in rent than they would for a morigage with renovstion rolled in for
that same or & similar house. We need Norwest's help to develop better home-mortgage products
that would be more responsive to the particular credit needs of many of our hard working, low-

income families in order to allow that to happen.

Last year in the state legislature we had an opportunity to help both rehabilitate and construct
more affordable housing and had an unprecedented allisnce with the private sector to do so. We
proposed to that the state invest $40 million in a combation of State Housing Finance Agency
finds and tax credits and the private sector, with strong leadership provided by the Minnesota
Family Housing Funds, proposed to match that with $20 million. Together that would bave
leveraged another $180 million in privete and federal funding for a total of $240 million in housing
rehsbilitation and new construction dollars for both home-ownership and rental housing. The
result would have create 3000 affordable housing units. Unfortunately Govemor Carlson vetoed
oll but $5 miltion for construction and rehsbilitation. My understanding is that Wells Fargo
recently pledged that if the merger is approved, they will lend $5 billion a ycar in California to
mimority and low-income customers for home mortgages, small businesses, and commumity

development. Before Norwest moves its headquarters out of Minnesota to California, we need
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them to make a similar cormitment to the people of the Phillips Neighborhood, to the people of
Minneapolis a dn St. Paul, and to all Minnesotans. With their new savings and combined weatth
they should become a major private sector leader to match the public commitment the legisiature
has already shown it would providc. Norwest and Wells Fargo have announced that this merge
will save them $630 million a ycar on top of the already large profits these banks make. We

clearly need them to put more money back into our community.

One other significant approach to increasing home-ownetship opportunities that the merged Wells
Fargo-Norwest bank could provide would be to raise the wages of its front line workers. My
information is that the average wages of the workers who work in the banking industry are such
that they cant afford housing in today’s market without public subsidy. For example, a bank
teller would need 1o earn $12.38/hour to be to afford the fair market rent for a two bedroom
home which is $644/month or would need to earmn $18.98/hour to rent a four-bedroom housing
unit. My understanding is that many of Norwest and Wells Fargo bank employees don’t eam that
kind of wage. Raising their wages would be one way to help with the housing crisis and real

community re-investment.

I am concerned that even though Norwest is the largest mortgage corapany in the country, they
tag behind the other Twin Cities banks in their lending to people of color and in low-income
neighborhoods, according to their 1997 records for conventional and FHA loaus. What is

Norwest doing to address this?

On the House Financial Institutions Committee, I have fought for fairer bank fees for low-income
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consumers and seniot citizens. Many of my constituents have complained about exorbitant
bounced check fces and how hard that is on a fixed income. We heard westimony in particular
from many of our military veterans and pensioners. Now Norwest just raised their bounced check

free from $21 to 325.

Norwest is one of the biggest depositories of state funds. In the 1998 Minnesota Legislature, T
authored legislation which required that in order for a bank to have the privilege of being a state
depository they would have to offer a lifeline checking account. Norwest fought this legislation.
1 authored legislation that would limit how much banks can charge for bounced checks and that
would prohibit banks from using the practice of clearing a customer’s largest check first to gain

more bounced check fees. Norwest fought this legislation.

T am concerned that the Norwest/Wells Fargo merger will make banking even less affordable to
low-income people. 1 understand that just this summer, Wells Fargo stopped honoring the free
checking accounts for senior citizens who had been customers of First Interstate, the last bank
that merged with Wells Fargo. Now, instead of having free checking, senior citizens have their
choice between the Rasic ATM Checking Aceonnt, which has a $5.50 monthly fee and requires
customers 10 do all their banking at ATM’s or they must choose the Stagecoach Checking

Account which has a $9 monthly fee.

What assurances do we have that this won't happen in Minnesota? My constitucnts need to know
and 1 urge that you help us get these answers before you allow the proposed merger to go

forward. Again, thanks for the opportunity to testify. 1 would appreciate a response.
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NORWEST BANK SPEECH

Thank you for this opportunity to testify before the Federal Reserve. 1 bring
greetings from a Nation within a Nation —The Navajo Nation.

My presentation will cover a few of the experiences the Navajos have had with
Norwest Bank Arizona, N.A.. But before I move into these experiences, let me
express the fact that the Navajo Nation is pleased and honored to have four
Norwest Banks located within the boundaries of our reservation. Furthermore, we
are proud to have gainfully employed qualified Navajos at these banks.

NAVAJO NATION COMMITMENT:

In late 1993, Norwest Bank Arizona made a ten-year, good-faith commitment to
the Navajo Nation to do the following:

L. Open two full service banking facilities on the Navajo Nation and improve
the two existing banking locations.

2. Originate $60 million in loans over a 10-year period.

3. Annual contribution of $5,000 to the Navajo Nation college scholarship
program,

4. Establish a community advisory board comprised of seven member
representatives from the Navajo Nation.

Norwest’s record against the commitment so far had demonstrated the bank’s
sincerity and good faith in serving the people of the Navajo Nation. Norwest’s
performance on each of the above commitments through June 1998 is as follows:

I. Norwest Bank Arizona, N.A_, had invested $4 million to build its four full
service branches within the boundaries of the Navajo Nation. These offices
make up Norwest’s Northeast Bank. These branches are located in
Window Rock, Tuba City, Kayenta, and Chinle. All four branch managers
are of Navajo descent, and of the remaining 35 employees, all but two are
of Navajo descent.

.
-



2. Over the first four and a half years of the 10-year lending commitment,
Norwest had lent approximately $35 million dollars to the Navajo people.
The commercial relationship with Norwest and the Navajo Nation
Government is as follows:

Navajo Agricultural Products
e $7,000,000 Term Loan
e 3,000,000 Line of Credit

Navajo Arts and Crafts
o 12999877 Term Loan

Navajo Nation
s 1,640,000 Term Loan
e 7,500,000 Term Loan

Navajo Housing Authority
. 1,395,000

Part of the $60 million commitment was a commitment for approximately
$28 million in mortgage loans on the reservation. In order to help ensure
that the mortgage lending goal is achieved, Norwest has obtained approval
to offer the HUD 184 loan program on the Navajo Nation and has already
closed seven (7) mortgage loans under the program.

3. Norwest has contributed to the Navajo Nation college scholarship program
each year, in addition to various other charitable contributions to Navajo
Nation events and non-profit organizations.

4, Norwest has had an active community advisory board in place on the
Navajo Nation since 1994. The members of which are Navajo business and
community leads. The community advisory board works with the local
bank to provide input and to ensure that the bank stays in touch with local
needs and is able to be responsive to those needs.

Conclusion

Norwest Bank has taken a bold step in banking with the Navajo Nation in that it is
a pioneer from the financial community which has truly invested in our nation and
has respected our sovereignty along this journey of developing our economic base.
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Community Reinvestment

Wells Fargo CRA Pledge Puts
NationsBank on the Defensive

Wells Fargo & Co. has pledged to lend an ad-
ditional -$15 billion over the next three years to
lower-income and minority homebuyers in Califor-
nia to strengthen its proposal to merge with Nor-
west Corporation..

The new pledge is in addition to Wells Fargo’s
existing 10-year Community Reinvestment Act
commiitment of $45 billion made in 1996.

Two-and-a-half years into the commitment,
Wells Fargo already has lent more than $14 billion
or 31 percent of the goal, Wells Fargo President
and Chief Executive Officer Paul Hazen reported
last month in letters to the Federal Reserve Board
and the Office of the Comptroller of the Currency.

The $15-billion program combines Wells
Fargo’s CRA loan and investment programs for
community development lendmg, small business
lending, and loans to low-income consumers. Also,
it introduces a new category of single-family mort-
gage lending.

nside Mortgage Complans
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NationsBank Strategy Repudiated
e

California community groups, which had a hand
in crafting Wells Fargo’s CRA program, praised the
new pledge, calling it 2 “repudiation of Nations-
Bank's strategy of making no commitments to mi-
norities.”

NationsBank, whose application to acquire
Bank of America was approved recently by the Fed,
has been at odds with community groups for its
continued refusal to sign any CRA agreement with
any group.

With such a policy, many community groups on
the East and West Coasts doubt that they could
achieve a successful, lasting partnership with the
bank as they had with Bank of America. -

While NationsBank has pledged $350 billion to
community development lending over 10 years,
community groups say the pledge is lacking in spe-
cifics and not enforceable.

Although much smaller than NationsBank’s
pledge, Wells Fargo’s three-year CRA lending goal
outlines the following:

e 38 billion in small business and small farm
loans, including loans of $50,000 or less to small
comumunity entrepreneurs;

e $2.5 billion towards affordable home mortgage
lending to low-income borrowers, including FHA
and VA loans in California;

e $3.5 towards community development lending;
and

e $1 billion for low-income consumer loans.

Wells Fargo also plans to commit at least $100
million in CRA investments and corporate contri-
butions in California over the next three years.

Wells Fargo's clear cut comunitment has gar-
nered the support of California groups such as the
Greenlining Institute and the California Reinvest-
ment Committee. Both groups have agreed to re-
view the results of the three-year program on an
ongoing basis.

“The new Wells [Fargo]pledge is a strong indi-
cation that [it] intends to aggresively compete
against NationsBank for California’s 17 million mi-
norities,” institute officials wrote in a letter to
Greenlining's member organizations, “We believe
that Well’s new commitment, since it is based on
past successes, should be the floor for any negotia-
tions with NationsBank.”

Greenlining officials said that in the long run,
competing market forces, rather than the Fed's ap-
proval of the NationsBank acquisition, will deter-
mine if the acquisition of Bank Of America by an

“absentee landlord” is a success.

The Greenlining Institute and other community
groups have been urging NationsBank to lay out in
detail the $350-billion community development
lending program, just as Wells Fargo and three
other major California financial institutions have
done with their CRA programs.

No To CRA Pacts

But NationsBank has stubbornly resisted calls to
sign CRA agreements with community groups.

“We generally have a policy of not signing
agreements that say we are going to spend ‘x’
amount of dollars in this neighborhood or in this
state because it simply takes away from the demand
that’s out there,” explained NationsBank spokesman
Scott Screidon. “In other words, the $350 billion is
a target goal, a floor not a ceiling. If there is a de-
mand for more than $350 billion we will be glad to
make those loans.”

NationsBank’s philosophy is to meet the de-
mand in the community, fostering long-term rela-
tionships with local and national partners around the
country. These partners include the Enterprise
Foundation, National Council of La Raza, and per-
haps eight to ten more groups, said Screidon.

“To my knowledge those groups never asked us
for any specific agreement because they know how
we work and they know how much money we lend
in the communities. Each of us meets our goal to do
community lending,” Screidon noted. “What we
don’t think generally works is to make a specific
agreement to a specific group when we don’t really
know what the market is demanding out there.”

The point of the $350 billion program, which is
expected to go into effect when the acquisition of
BofA is completed, is not for NationsBank to meet
the CRA loan requirements but to be the number
one community development lender in the country,
according to Screidon.

“NationsBank already has been rated ‘out-
standing’ and so has Bank of America in meeting
CRA requirements. What we want is for people in
communities across the country to see NationsBank
and Bank of America as somebody they can turn to,
that we are the people who get things done in the
community,” Screidon said. “Nobody could come
close to pledging $350 billion to community devel-
opment lending.”

Targeted to borrowers with incomes at or below
80 percent of the median, the massive $350 billion
program is divided into four categories. It includes
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REMARKS PREPARED TO BE ENTERED INTO
THE RECORD OF THE
FEDERAL RESERVE BANK OF MINNEAPOLIS
PUBLIC HEARING
MINNEAPOLIS, MINNESOTA
SEPTEMBER 17, 1998

Distinguished Directors of the Federal Reserve Bank of Minneapolis, good morning...

I am Deborah Saweuyer-Parks, CEO of the Oregon Corporation for Affordable Housing
(OCAH) in Portland, Oregon. We are a nonprofit syndicator of federal Low-Income
Housing Tax Credits, and invest exclusively in affordable multifamily housing,

I am here today to testify in support of the proposed merger between Norwest
Corporation and Wells Fargo & Company. If you will permit, I would like to request
your indulgence and share OCAH’s story.

My remarks this moming are designed to illustrate what can be done when a local
nonprofit corporation partners with a large financial institution new to the Oregon
market. Specifically, I am talking about Wells Fargo & Company.

I founded the Oregon Corporation for Affordable Housing five and one half years ago.
Our aim was to raise capital from Oregon’s corporate and financial community and
reinvest that capital in multifamily affordable housing throughout the State of Oregon. It
was my hope to demonstrate that it was realistic to merge social objectives with business
goals, and create an opportunity that was worthwhile for both the public and private
sectors. Our economy was robust so we planned to help to eliminate a social need in
Oregon, which was to finance a portion of then projected 50,000 affordable housing units
necessary to house over 100,000 working poor and their families.

The vehicle I created was the Oregon Equity Fund, a nonprofit limited partnership
designed to provide equity to developers of affordable housing. I then proceeded to raise
$20 million for our first fund. We called it by the very technical name of “Fund I”

As the story goes, the first $18 million was reasonably secured, the last $2 million was
obtained only after my Chairman, Mr. John R. Olsen, placed a call to the former Vice
Chair of the then First Interstate Bank. I certainly understood following that call that
firmly established relationships could be a key to success.

Since Fund I was so successful, we decided to try our luck again and Fund II was
conceived. Raising equity this time was extremely difficult at best. Former Fund [
participants either created their own $100 million plus funds or merged with other
financial institutions.

Even the former CEQ of First Interstate retreated from an earlier indication of an
investment equal to the first one.
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After some months past, I went to the newest bank town, Wells Fargo & Company. I
spoke with the Executive Vice President and asked if the bank had an appetite for this
type of affordable housing investment. She instantly said yes and added “by the time you
refurn to your office (which is just across the street) 1’1l call your office with the name of
the person you should call.” True to her word, by the time I got across the street, she had
already called and left a message to call Karen Wegman. I then left for a meeting and
upon my return to my office, Bob Taylor of Wells Fargo called and arranged a meeting
with me. Six weeks later, after a thorough due diligence by the bank, Oregon Equity
Fund IT had a2 new $4 million partner, Wells Fargo & Company.

One year later we decided to launch Fund III. By this time we had $37 million in
corporate investments and provided 721 units in communities throughout the state. But it
was not enough, our housing crists continued to escalate. We aggressively moved
forward with Fund III. After documenting the results from Fund II and showing the
housing product in the portfolio, I again asked Wells Fargo & Company to invest. This
time our request was for $10 million. They said yes and also agreed to make the
partnership a $10 million dollar bridge loan.

For my Board, and those of us who manage the Fund, the level of commitment
demonstrated to date by Wells Fargo & Company has been extraordinary. Our combined
funds now stand at $63 million, $16 million of which came from Wells Fargo &
Company and represents the largest investment in the Funds. We currently have
approximately $8 million left and we expect to place the balance within six months.

Have we rid our state of its affordable housing crisis? No. But we have made
unbelievable strides to house people in communities throughout the state. The following
are a few examples of the results that we were able to achieve because of Wells Fargo &
Company’s investment: '

- In Medford, a southern Oregon community, we invested in 80 townhome units
comprised of 1, 2, 3 and 4 bedrooms, for families earning 60 percent of area median
income. No affordable multifamily housing had been built in Medford for more than
20 years.

- In Ontario, located in the Eastern Oregon bordering Idaho, 40 units for farmworkers
and their families were built. This project represents the first new construction in
over 10 years and it is the most beautiful development in town.

- In Cannon Beach, on the Oregon coast, my personal favorite. This is a very affluent
community and one that was extremely resistant to providing housing to “those
people” who were employed as service workers in the town. Many of these workers
commuted over 150 miles daily to their local jobs in shops or restaurants in town.
This 4-plex and duplex community is in an absolutely gorgeous setting. There have
been many instances of people mistaking this development as condos and inquiring
about the price of purchasing one. Of course, we turn down all offers.
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Then there is Twelfth Avenue Terrace, 118 units for seniors located in downtown
Portland. It is not just a place to call home, it is the embodiment of community and
these formerly homeless seniors are thriving.

The Bill Healy Family Center, our national award recipient in the Pacific Northwest,
located in the central Oregon community of Bend. Wells Fargo & Company is also
the construction lender on this one. Half of the units were set aside for formerly
homeless families, all of whom were employed, living in their cars, vans, and shelters
or with friends. It is a beauty and this project enjoyed overwhelming financial
support from the local corporate community. Mt. Bachelor, Broken Top and others
sponsor ski lift days and the “Jazz at Broken Top” as an annual fundraiser to help pay
for on-site childcare and other services for families.

In Eugene, located in the Mid Willamette Valley, are two affordable housing
communities, Walnut Park and Willakenzie Townhomes. My Chairman loves to tell
how he drove past Willakenzie Townhomes the morning of the opening celebration,
because he could not believe this lovely gated development could be affordable
housing. In this development, over 57 families are being served.

McCoy Village is located in Portland’s inner city and houses 55 individuals and
families. This site had been vacant for more than 29 years, a true blight on the
community. The site’s condition was unspeakable. Now this project can honestly be
deemed the jewel on Martin Luther King, Jr. Blvd.

The seven examples [ have highlighted speak to the results that Wells Fargo &
Company’s capital produced and I could offer nine more examples, one of which is
located in Washington state. The profound impact on communities large and small in
Oregon, Washington and soon Idaho, show us how corporate dollars can produce
immeasurable benefits to rural and urban communities and their residents. Decent,
attractive, safe and sanitary affordable housing empowers the adult tenants and brings
pride, not shame, to the faces of children.

Wells Fargo & Company has done so much for Oregon. They have proven their
commitment to Oregon and throughout the Northwest in so many ways, even more than
other banks with a longer history in the state. To cite a few examples:

*

$600,000 for Portland Public Schools when the schools experienced a funding crisis
due to property tax reforms;

$100,000 to Umpqua Community Development Corporation in Roseburg;

$416,000 to the United Way of Oregon;

$100,000 to the Albina Community Bank, and Wells was the only financial
institution to make such an investment in this bank which was established to serve a
population formerly denied access to capital for homeownership or small business
development;

L. N



*  $100,000 to the High Desert Museum in Bend, also the location of the Bill Healy
Center;

$100,000 to Mercy Housing, located in Seattle;

$50,000 to “Start Making A Reader Today” (SMARTY),

$30,000 to Oregon Public Broadcasting;

$15,000 for the Oregon Council for Hispanic Advancement;

$15,000 for Farmworker Housing Development Corp. in Woodburn;

$15,000 to the Oregon Shakespeare Festival in Ashland;

$12,500 to the Confederated Tribes of Umatilla for their interpretive center;
$5000 to the Boys and Girls Club in Medford for a sammer camp for disadvantaged
children.
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For the record, it should be noted that I am not a bleeding heart liberal. In fact, some in
my industry have referred to me as fiscally conservative -- all business and too corporate
and insensitive. In some ways I concur with their sentiments, but would add that I have
the best possible job. I can think of very few opportunities where I can utilize my finance
skills and have the privilege of produce housing which we can all be proud. Quality of
life and livable communities is the mantra the public hears. My staff, the Board and [ are
in the trenches working toward those goals.

I can say unequivocally that, OCAH could not have done its works without Wells Fargo
& Company. Our expectation for the future, if the merger is approved, is that our
partnership with the new bank will expand.

On OCAH’s drawing board are projects that are mixed-income and mixed-use
multifamily rental housing and single family housing for first-time homebuyers of
modest means. These kinds of demonstration projects are not possible without
committed corporate partners such as Wells Fargo & Company.

On behalf of my Board and staff we are bullish on the proposed merger between Norwest
Corporation and Wells Fargo & Company. I regret that my talk did not include specifics
about Norwest Corporation, but I will tell you that they have the first mortgage on our
home.

In all sincerity I have heard about the good works Norwest Corporation has done from
people in the field. And I am confident that the new entity that emerges from this merger
will have a greater commitment to the people of Oregon and the Northwest.

With that I thank you for your indulgence and say it was my pleasure to come before this
esteemed body.

Any questions...
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Public Testimony

Regarding the proposed merger between Norwest Corporation and
Wells Fargo & Company

Minnesota Housing Partnership

9/17/98

The Minnesota Housing Partnership is a nonprofit, membership-based organization whose
mission is to address the need for affordable housing existing throughout Minnesota. One of our
major functions is to support the nonprofit housing development industry, particularly the work
of nonprofit housing developers in rural parts of the state. It is on behalf of our member
nonprofit housing groups that we address the topic of the proposed merger between Norwest
Corporation and Wells Fargo & Company.

Before expressing our concerns related to the merger, we must make note of the value of
Norwest Corporation to Minnesota nonprofits working in the field of affordable housing.
Norwest has been a generous and consistent supporter of nonprofit developers and housing

agencies in many Minnesota communities. For example:

¢ Norwest has committed five years of funding at an interest rate of one percent to the
27 Minnesota-based affiliates of Habitat for Humanity.

¢ Norwest was an initial sponsor and has been a constant supporter of the Home
Ownership Center, the organization funding and assisting nonprofit housing

counseling programs in the Twin Cities.

¢ Norwest has been a major contributor to the Twin Cities and Duluth programs of the
Local Initiatives Support Corporation (LISC). LISC provides technical and financial
support to Community Development Corporations operating in these cities. And



through LISC’s affiliate the National Equity Fund, Norwest has invested $8 million

in nonprofit sponsored low-income housing tax credit projects.

¢ Norwest was one of the founding members and is a continuing supporter of the
Greater Minneapolis Housing Corporation, a nonprofit innovator of home owner

assistance programs.

* And, Norwest has been a major contributor to nonprofit housing agencies in smaller
communities, such as in Rochester, where it was the first significant funder of
Community Housing Partnership, a development agency serving two southeastern

Minnesota counties.

In addition to the direct financial support provided nonprofit housing agencies, Norwest
indirectly supports the work of these agencies in two important ways. First, Norwest has been a
major supplier of capital to the state housing finance agency whose programs are utilized by
nonprofits across the state. Second and most importantly, Norwest through its many branches
in Minnesota, particularly in smaller towns, provides a source of community leadership.
Frequently, Norwest branch managers and loan officers contribute their financial expertise and
advocate on behalf of community development projects, and thereby enable nonprofit agencies

to make Minnesota communities more viable.

Indeed, Norwest has been a valuable partner with the nonprofit community development
industry in Minnesota. However, it is because Norwest has been so significant to this industry in
Minnesota that we ask for concrete assurance that the merged corporation, once headquartered
in California, will not forget its reinvestment obligations in this state. We agree with Minnesota’s
U.S. Representative Bruce Vento that there is a risk that the bi-coastal concentrations of
financial services may well lead to diminished community involvement and investment in the

nation’s heartland.

In a September 10 letter to the Federal Reserve Bank of San Francisco, Stanley Stroup, the
Executive Vice President and General Counsel of Norwest Corporation, addressed many of our
concerns. Mr. Stroup wrote that, post-merger, the strong ties to Minnesota will remain, branch



locations will not be changed, and the bank will remain a member of the Des Moines Federal
Home Loan Bank.

It is vital to Minnesota that the merged institution follow through on Mr. Stroup’s assurances. In
addition to what Mr. Stroup wrote, however, we believe that it is equally important that as part
of this merger Wells/Norwest make a community investment pledge to Minnesota and other
states in its service region similar to the multi-$billion commitment to California. Wells/Norwest
should make paratlel pledges to these states proportionate to the one made in California, based
on relative amounts of deposits obtained by the bank from the respective states.

In conclusion, we appreciate what has been done and what has been promised by Norwest
Corporation and Wells Fargo & Company; but we also believe that the risks to our state are
high. Minnesota is losing one of its most important corporate headquarters. In addition to the
general commitments made by these banks to Minnesota, Norwest/Wells should identify a doliar
amount that they can commit that wilt enable Minnesota and like-states to meet their needs for

community reinvestment.

Thank you for considering our comments.
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“Bridging the Gap:
The Marriage of High-Tech and High-Touch Banking”

First and foremost, thank you all for inviting me here to provide testimony before you
today at the Federal Reserve Bank of Minneapolis, on the occasion of the proposed
merger by and between Norwest Corporation and Wells Fargo & Company, holders of
national bank and, in some cases, state banking licenses, with respect to the proposed

mergers’ impact on the Community Reinvestment Act, otherwise known as CRA.

Allow me to begin my prepared remarks by reminding us all that CRA i1s not a
government mandated corporate give away program, or that “minority thing” a company
does, nor the “loss-leader” activity a financial institution engages in - in order to simply
continue to conduct its normal or traditional business practices. As the Hon. Ellen
Seidman, Director of the Office of Thrift Supervision, the Hon. Eugene A. Ludwig, Vice-
Chairman of Bankers Trust and our former U.S. Comptroller of the Currency, as well as
senior representatives of the Federal Reserve Bank system and the FDIC have noted,

CRA simply means “new markets.”

Former U.S. Comptroller Ludwig often referred to “the democratization of credit” in
America as it relates to the historic evolution of credit availability, and access to credit in
this country. In fact, in the year 1901, most middle-aged, middie income Caucasians -
arguably the standard that modern day credit criteria has been fashioned around - could
not themselves obtain credit; precisely because the only credit available in 1901 was a
commercial credit. Continuing along this line of thought, one of the safest and most
acceptable forms of credit collateral during this time was in fact inventory — one of the
least perceived safe, or preferred forms of collateral, today. The point here is that CRA is
not about some new form of social subsidy, but a serious new, substantial and permanent
evolution in the democratization of credit process. Low to moderate income communities
are growing segments of our larger national economy and community, and as such,

should represent a substantial component of any bank’s future business strategy.



Tum my attention to this new merger proposal, let me say that the company I know best
here is Wells Fargo & Company, commonly referred to as Wells Fargo. It is of course no
secret that Wells Fargo has moved aggressively away from the traditional branch network
system that most of us grew up on, and for the most part are use to; and they have
likewise moved towards a technology and information systems based approach to
banking. It is also fairly common knowledge within the bank that I have on occasion
“spared” with Wells Fargo officials, concerning the impact of this strategy on urban,
inner-city and under-served communities. This said, oddly enough, from a business
perspective, I happen to believe that the bank’s overall strategy is a smart one. Branch

banking, as we know it, is a memory of the past; ...but our communities, are not.

Wells Fargo’s general success with this new approach to banking over the past few years
is precisely why Wall Street investors love their stock. The downside to this general
strategy unfortunately, is that relationship based communities were less than thrilled.
Wall Street is a “left brain” thinker, and communities tend to be more contextual in their
orientation — or what I call “right brain” thinkers. In short, communities were saying,

““...we want high-touch too, Wells Fargo.”

To the bank’s credit, in time they began to realize that there was a true win/win business
value that existed in retaining both a high-tech and a high-tech focus at the institution.
Our recent $1.4 million partnership between Operation HOPE, Inc. and Wells Fargo, to
build and operate our third Operation HOPE Banking Center, located in the low-income
Watts/Willowbrook community of Greater Los Angeles, is in our opinion but one of the
many examples of how the bank has successfully moved of late to “bridge this gap.” This
new Operation HOPE Banking Center, like the two currently operating in Black and

Latino under-served communities of Los Angeles, will focus on economic education,

borrower readiness, and credit availability: in that order. Our $32 million in performing
loans and investment commitments, and over 20,000 adults and youth educated (for free)
in the area of economic education and economic literacy, suggest that this is a strategy

that works.



We are pleased that Wells Fargo was able to see the bigger picture, and then to adapt

their business model to include a “make sense,” outside viewpoint and perspective.

I also would like to note, for the record, that we do business with people, and not

companies. And without a doubt, I know that one of the reasons that the bank decided to
ultimately move on our proposal, and other good ones like it, was the organizational
focus and leadership provided by the Wells Fargo Community Development Group, and
the Wells Fargo Foundation. But saying this means nothing, without talking about a
certain Ms. Karen Wegmann, or Tim Hanlon, who even serves on our Board of Directors
at Operation HOPE, Inc., or Brenda Ross-Dulan and other good individuals there like

Jonathan Weedman, that are all in the business of making things happen. Sure, we

disagree on occasion, but we return each other’s calls also. Our communities know these
people, and more importantly, they know and understand our communities. Its called

mutual respect.

And this, my final point, is I belicve, a critical one. In principal the Norwest/Wells Fargo
marriage should be a good and successful one. One that addresses the needs of served and
under-served communities alike. After all, Norwest is best known for its successful
“high touch,” community banking approach to doing business, and Wells Fargo, as I have
already noted, is an industry leader in information technology and electronic banking.
High-tech, and high-touch should be possible. But the serious concern I have, once

again, is strategy, approach, priorities and people.

With great respect, generalized strategies and approaches used successfully in the past by
Norwest, possibly in the mid-west and other regions of this country, simply will not fly in
California; which I might remind everyone is the largest banking market in the
continental United States. Just like the City of Minneapolis, Minnesota requires that all
new buildings in downtown Minneapolis connect to neighboring buildings, by way of a
secondary enclosed walkway network catled the Skyway, community development
organizations in California and other cutting edge regions, have a different relationship

with their banking partners.



As an example, in Greater Los Angeles alone you have a John Mack and the Los Angeles
Urban League, with an annual operating budget of $18 million, or a Dr. Cecil “Chip”
Murray and his 17,000 member First A M.E. Church, with its 176 full-time employees,
seven operating subsidiaries, and property ownership one block or more in each direction,
leading from the church. Or take David Lizarraga of TELACU, a Latino non-profit/for-
profit corporation with $200 million in annual revenues, or Bishop Charles E. Blake and
his 18,000 member West Angeles Church of God in Christ, who is building a new $50
million cathedral in South Central Los Angeles, financed in part by Wells Fargo, which
will in turn help to create yet another $100 million in local spin-off economic activity in
and around the (inner-city) Crenshaw Corridor area. Or take, Operation HOPE, Inc., a
growing six year-old non-profit organization with more than three quarters of a million
dollars on deposit at any one time in local financial institutions. And these community
development institutions are but a handful of those that makeup the Southern California
landscape. I guarantee you they will not respond well if they are told that they no longer
have access to a local, centralized decision making body, such as the Corporate
Community Development Group and/or the Foundation, but must now talk to some local
branch manager or community lending officer they don’t know, and who at most, has

limited organizational access and line authority.

In short, in California, as in other progressive regions of the country where this merger
will have direct impact, you are dealing with sophisticated and visible community
development institutions, and in most cases sophisticated leaders that run them.
Individuals and institutions that believe passionately in the democratization of credit
model. They believe also that CRA means new markets, and desire to work with a strong

and credible banking partner that respects the work that they do in these emerging

markets. An institution that views their organizational mission, and their mandate for
community change, as significant, important and meaningful. In short, “they get it,” and

they are hoping that you do too.



And so, I stand before you today prepared to support the proposed merger between
Norwest and Wells Fargo, with the proviso that the institution we ultimately end up with

is an enhancement of the high-tech, high-touch model that Wells Fargo was beginning to

build, and not simply yet another mega, one-size fits all banking conglomerate,
insensitive to the needs of the served and under-served markets they have assumed
responsibility to serve. Because, if the reality is the latter and not the former, as we would

say where my mother and my father grew up, ... "that dog, ...don’t hunt.”
In closing, I suggest that the merged entity proceed with a combination of sensitively and
common sense, monitor and review its outcomes regularly, and stand prepared to

change and refine its business strategy and operating plan, if necessary.

Thank you.



John Bryant

Biography and Credentials

John Bryant, appointed August 25, 1998, by the United Nations Conference on Trade and Development
(UNCTAD) as the United Nations Goodwill Ambassador for the Partners for Development Initiative
to the United States of America, is the Founder, Chairman of the Board, and Chief Executive Officer of
Operation HOPE, Inc., America’s first non-profit investment banking organization. Totally committed to the
social and economic revitalization of urban, inner-city and under-served communities, Operation HOPE,
Inc. also serves as a growing national voice for minority and urban economic empowerment. Mr. Bryant is
also Chairman and Chief Executive Officer of the growing network of Operation HOPE Banking Centers,
which are for-profit subsidiaries of Operation HOPE, Inc., and an innovative new model for banking under-
served communities.

On May 4, 1998, John Bryant became the first African-American in history to be knighted by the House
of Lippe and Germany nobility. On this date in Munich, Germany, he was created a Knight
Commander in the venerable House Order of Signum Fidet, founded in 1269, by H.S.H. Prince Friedrich
Wilhelm Victor Alexander zur Lippe, head of the House of Lippe in Germany. Mr. Bryant was also
selected December 5, 1994, by TIME Magazine as “One of America’s 50 Most Promising Leaders of the
Future.”

Noteworthy as well, Mr. Bryant was selected, by Black Enterprise Magazine in August, 1995, as “One of
25 Future Leaders to Watch,” by Swing Magazine in January, 1996, as “One of the 30 Most Powerful
Twentysomethings in America,” and by the Los Angeles Business Jounal on March 18, 1996, as one
their distinguished ‘40 Under Forty,” a list of top local business leaders. In May, 1997, Town & Country
Magazine, the oldest published magazine in the United States, listed Mr. Bryant amongst 25 individuals in
the country that represented for them “The New Breed of Philanthropic Leaders.”

With respect to the TIME honor, Mr. Bryant joins a distinguished list of 50 young leaders under the age of
40, including Bill Gates, John F. Kennedy, Jr., and Govemnor of Indiana Evan Bayh, all of whom were
chosen, in the words of TIME Magazine, “for their significant social contributions, visionary
entrepreneurial spirit and potential as future national leaders.” Former designees include Barbara Walters,
UJ.S. Senators Sam Nunn and Ted Kennedy, and United States President Bill Clinton.

Mr. Bryant also serves as Chairman and Chief Executive Officer of the Bryant Group of Companies, Inc., a
privately held business involved in investment banking and several business partnerships. Mr. Bryant
serves on several corporate boards, including serving as a member of the Board of Directors and a member
of the Audit Committee for Southern Pacific Bank, an FDIC insured financial institution with $1.8 billion
in assets, and a former member of the Board of Directors for 3-Day Blinds, Inc., a major retailer and
emplover in the western United States. Mr. Bryant is an instructor for small business and entrepreneurship
at UCLA Extension, Department of Business & Management.
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Bomn February 6, 1966, and having established a solid track record of accomplishment, starting his first
business at age 10, Mr. Bryant is today one of America's most celebrated young entrepreneurs. Mr. Bryant
has received numerous awards and honors, including being cited by United States Presidents Ronald Reagan
and George Bush for his outstanding business and community work, recognized twice as one of Amernica's
Top 100 Young Entrepreneurs; named one of California's Top 100 Business Leaders by California Business
Magazine; and the recipient of the Reginald F. Lewis Entrepreneurship Award from the Howard University
School of Business, the Multi-Cultural Bridge Builder Award from the Korean American Coalition, and the
Life Enrichment Award from the Charles R. Drew University Mr. Bryant has also had the honor of serving
as a United States delegate to Japan, China and Korea, on business and cultural exchanges. In 1994, Mr.
Bryant was invited to participate in the 19th Japanese External Trade Organization, Export to Japan
Program, as a guest of the Japanese Government. And in June of 1995, United States President Bill Clinton
invited Mr. Bryant to be a panel participant in the White House Pacific Rim Economic Conference, held in
Portland, Oregon. In 1997, Mr. Bryant was invited to participate as a delegate and panel participant in the
IV_African-African American Summit, focused on economics, health and education, and founded by Dr.
Leon H. Sullivan, in Johannesburg, South Africa, Harare, Zimbabwe.

Viewing community service as important in his life, Mr. Bryant serves as Vice-Chairman of the Board for
the California African-American Museum Foundation, the Board of Directors for Teach for America, a
national non-profit organization, RLA (Rebuild LA), the Board of Trustees for First AM.E. Church, Los
Angeles, and the Executive Advisory Board for the FAME Renaissance Program (a micro-loan lender
funded by the Disney Corporation.

Having gained national recognition as a leader, an expert on urban renewal, and someone to be counted on
to deliver results, Mr. Bryant is a sought after guest speaker for major corporations and professional
organizations, and serves as a resource to national and international media outlets, such as CNN. Mr.
Bryant has been featured in several prestigious publications, including the New York Times, Wall Street
Journal and the Los Angeles Times. In May 1997, Mr. Bryant was featured in the book “Face Forward:
Young African-American Male Images, In A Critical Age,” and was one of three individuals from the book
selected to be highlighted on The Oprah Winfrey Show, July 10, 1997.

In the words of U.S. Comptroller of the Currency, Hon. Eugene A. Ludwig, who is the nation’s top banking
regulator, “John Bryant is the People’s entrepreneur...”
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This is from a real statement of a Norwest customer. These were the only transactions during this
period. It hag been organized here according to date and Noywest s policy of clearing the largest check
first. A cusiomer’s statements are usually not so-easy to uvﬁstand _—

On April 30, four checks come in. By clearing the largest first (the $20.72), the three smaller chekcs

bourice and the customer is charged $63 for three overdrafts. Note that the three smaller checks ( $7.23,
- $6.15, and $6.35, total = $19.73) could have been paid from the $24.68 balance and left only the largest

($20.72) to bounce. Note also that the same day the customer is charged the $63, she has two SSI direct

deposit checks entered, as she had regularly done.

DATE TRANSACTION  AMOUNT  BALANCE
4/25/97 Beginning balance $158.42
4/26/97 Check $12.31 $146.11
4/29/97 Card Purchase $13.41 $132.70
4/29/97 Check $47.11 $85.59
4/29/97 Check $20.74 $ 64.85
4/29/97 Check, © $19.08 $45.77
4/29/97 Check - $12.52 $33.25
4/29/97 Check $ 857 $24.68
* 4/30/97 Check - $20.72 $ 3.96
* 4/30/97 Check $7.23 -$ 327
* 4/30/97 Check $6.35 - $ 9.62
* 4/30/97 Check $6.15 - $15.77
5/1/97 Overdraft Charge $ 63.00 _$78.77
5/1/97 Direct Deposit -SSI $470.00 $391.23
5/1/97 Direct Deposit - 551 $470.00 $861.23
5/1/97 ATM w/draw $ 20.00 $841.23
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WELLS FARGO/NORWEST MERGER:
GREENLINING STRONGLY SUPPORTS CRA COMMITMENT

Dear Chairman Greenspan, Governors and Associate Secretary
Mr. deV. Frietson:

Greenlining Institute has been active in CRA protests since
1981. We have carefully analyzed the new Wells Fargo CRA
commitment of August 21, 1998 and have been auditing the 1995 Wells
Fargo commitment since 1996.

We strongly support this CRA commitment. Because we have
criticized America’s largest CRA commitment and urged hearings
(NationsBank/BofA), we thought it might be helpful for us to
distinguish between the two pledges.

1. Unlike NationsBank’s hollow pledge,' this is an enforceable
pledge. The key community groups involved in developing the
pledge will meet with the CEO on a semi-annual basis and will
be given all necessary data in advance.

! Greenlining letter to Federal Reserve of July 28, 1998.
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$180 billion for small business lending; $115 billion
for affordable housing; $30 billion for general con-
sumer lending (general purpose loans, auto loans,
home equity loans); and $25 billion in loans to
community development corporations, CDFIs and
urban and rural economic development programs.

+ Bank Retaliates

A ——————e

NationsBank has not taken criticism of its CRA
policy lightly, the Greenlining Institute reveals.

In an August 20 letter to member organizations,
Greenlining officials reported NationsBank’s re-
taliation against the American Banker, a daily
newspaper serving the financial services industry,
for a commentary it published on August 4,

Authors John Gamboa, executive director of the
Greenlining Institute, and Mary Ann Mitchell,
chairwoman of the National Black Business Coun-
cil, criticized NationsBank’s $350 biilion program
for its vagueness and urged it to follow the example
set by Washington Mutual, Inc.

The Seattle-based thrift’s acquisitions of Ameri-
can Savings Bank and Great Western Bank over the
past two years have resulted in specific CRA com-
mitments that have won the support of community
groups.

Greenlining officials said NationsBank President
Kenneth Lewis reacted angrily to the article and
ordered all of NationsBank’s approximately 250
subscriptions to the American Banker to be can-
celled. They refer to an August 4 note allegedly
written by Lewis in which he essentially ordered the
cancellation.

Addressed to the “general bank management
team,” the note read: “I do not know if all of you
read the Comment entitled “NationsBank Could
Learn A Lesson from Wamu” in the American
Banker. If you did, I am sure you are as offended
and angry as [ am about an industry newspaper do- -
ing such a thing. Given that we are focused on ex-
pense savings, couldn’t we do without this newspa-
per?

1 obviously think the answer is ‘yes’ and, there-
fore, I am canceling my subscription.” the memo
continues. “!I think we should cancel all other sub-
scriptions in the General Bank, including the sup-
port units. Please let me know if you feel differ-
ently. If I don’t hear from you, I will assume you
have taken the same action that I have.”

The order was swiftly carried out, Greenlining
officials said.

Screidon said he has no knowledge of the letter.

American Banker editor-in-chief Phil Roosevelt de-
clined to comment. 01



2. Unlike NationsBank, the headquarters of the new bank (including its CEQ) will
be located in the primary geographical area served.

3. Unlike NationsBank, this pledge is geographically specific.

4, Unlike NationsBank, this pledge had very substantial and widespread community
input (240 groups) before being finalized.

5. Unlike NationsBank, this pledge is specific as to assisting the most underserved
- for example, specific minority and low-income goals for business and home
lending.

6. Unlike NationsBank, the philanthropic investment commitments are oriented

toward the underserved ("toward the barrio, not the ballet™) and represent a
substantial percent of pre-tax income.

7. Unlike NationsBank, CRA-related commitments have been made for
women/minority owned contracts to small inner-city businesses and for the
diversity goals Chairman Greenspan so eloquently supported during his Jan 16,
1998 diversity remarks on Wall Street.

8. Unlike NationsBank, Wells has had a policy of not investing abroad and instead,
investing in the inner-city ("Los Angeles, not Leningrad”). In contrast, see, for
example, BofA’s 600 million dollars at-risk in Russia and 3.1 billion dollars at-
risk in South Korea.

9. Unlike NationsBank, Wells has had a long history of securing community input
and meeting longterm CRA commitments.

Please keep us informed if there is a public meeting and please put us on the list
to receive all comments.

Sincerely,

4 ,Jﬁf’z’\

oa Robert Gnaizda
rector Policy Director and
General Counsel

cc: Julie Williams, U.S. Comptroller of the Currency
Karen Wegmann, Wells Pargo Bank
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m Testimeny before the Board of Govamiors of the Federsl Reserve

on the Proposed Metger betwgen Wells Fargo and Norwest Corporation
Prepared Testimony of }Ms. Sharon H, Lee

Low nr-:-;‘:rumg Exccutive Boatlmember
Ok Washington Reinves inent Alliance
oo Comay (written statemcnt)
Sorviam
i Gty Thursday, Sept. 17, 1998
~
Steering.
Commiies SUMMARY OF TESTIMONY
Foggy Bzl The Washington Reinvestment Alliance (WRA) supports a conditional approval of
P i Progins acquisition of Wells Fargo and Co. by Norwest Coxp-, based on the unsatisfactory
Shew Concle performance of Norwest's operating subsidiary, Nogwest Mortgage, in meeting the
o""'“"_"”""’""" needs of low-income homebuyers in Washingron state, The acquisition should be
e e o approved conditional to the merged compan seeking to resolve Notwest
Eoumenios) Coer Mortgage’s poor mortgage default record wita a greates training and technical
i viineyivin assistance commitment, and establish a targe: on single-family low- and moderare-
Fupmahon Ciinic income customers that reflects the combined banks enlarged matket share.
oies of Ko
Devciomm o7 TeXT OF TESTIMONY
Ruby Maet
Unifd Commenicy Honorable Govemnors of the Federal Reserve:
iy Sl ‘The Washington Reinvestment Allisnce (WRA) offers testimony regarding the
Developmm: Conxsntony merges of Wells Pargo and Norwest Morngage. The WRA is concemed that
Anty Rt Norwest’s poor record of mortgage lending to low- and moderate-income
g Contiin communides within Washington state will re;ult in this merger’s negative effect on
JedToblnwon these communities.
Marmin Lucher King
Wells Farzgo’s presence in Washington has been marked by konest efforts to expand
b iy i services to low- and moderate-income commumities. In 1996, when Weils Fargo
Deveiapment Alsysiamen sequited the Washington branches of First Interstate Bank, they attempted too
iy, quickly to change the locally-based culture o: First Intesstate’s leading and .
Sret Whie corporate giving arrngements. This rupture in cotporate cultures, combined with
The Communiat Group mishaps in customer service relared to the acquisition, caused Wells Fargo's new

customers to withdraw twelve to fifteen percent of their deposits from the bank.
Despive this loss in anticipated matket share, the back has made some propress in
comuunity reinvesunent performance. Wels made contact with the WRA to
discuss the merger’s impact on community rriavestment in the state. In addidon,
Wells has made invescments and contributioas that First Intetstate had previously
avoided. The bank has concentrated on corporate giving and investments for
corpmunity economic development, with such groups as Cascadia Revolving Loan.
Fund and Seattle Jobs Inidative benefiting from theit investments program.

m
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Norwest Mortgage’s performance has not been so priiseworthy. While this operating
subsidiary of Norwest Corp. enjoys the largest matker share of any morigage lender in
Washington, it has made no special efforts to help lovw- and moderate-income communities.
Besides a small grant for the homebuilding organizatian Habitat for Humanity, the company
makes no contributions widkin the state. Unlike its morgage hranches in states with
Norwest Bank branches, Norwest does not widely ofter mortgage products to Washingron
borrowezs that help the bank eaen credit under the CRA. In 1997, the company made 50
percent more Downpayment Assistaace Program (DAP) loans in South Dakom - whete it
originated at least six times fewer loans to low- and modetate-income borrowers - than in
Washington. Low- and moderite-income borrowers :n Washington could greatly benefit
from 2 greater number of DAP loans.

Analysis conducted by the Fremont Public Associadon (FPA), 2 HUD-certified agency that
provides mortgage default counseling based in Seartde, shows that Norwest’s default rare is
much higher than arca lenders in proportion with its tnarket share. In 1996, Washington
Mutual originated 6.15 percent of HMDA-reported lcans to low- and moderate-income
census tracts in the Seartle-Bellevue-Everert metropolitan statistical arca (MSA).

Washington Mutual accounts for only 5.5% of FPA’s clent caseload, putting that bank neaxly
on par with its marker share, Of Washington Mutual’s moubled borrowers, the FPA was
successful in helping these clients bring the loan current ot negotiate a repayment 82 percent
of the dme. Norwest Mortgage, with a market share of five percent of loans originated to
low- and moderate-income census tracts in the same srea, accounted for ten percent of
FPA’s caseload. The FPA was successful in helping ty save the home only 30 percent of the
tirne, ‘This data shows thar Norwest’s clients, at least in the Seactle area, run 2 higher risk of
defaulting on their Joans.

Norwest has also been a difficult lender to work with on servicng issues. 1n one insmnce,
the FPA had a client with multiple health problems. Ehe was forgetful and difficult to work
with., Certain Norwest staff refused to rake her calls, so the FPA stepped in to advocate on
her behalf. FPA counselors had 1o speak with no less than six Norwest staff, and had to
make no less than ten calls to sort out the issue. The end result was positive, but it was
difficult the whole way through.

Norwest's inconsistent scrvice is replicated on a stateydde level. Norwest originared 2,223
FHA-insured mortgage loans in the Spokane jurisdiction in FY 1997, ranking second in the
nutober of FHA loans made. Yet Norwest's default tx.te on these Ioans was higher than 12
of the 24 lenders sutveyed. In Scanle, the record is worse: Norwest Mortgage ranked 34th
out of 43 lenders in loss mitigation performance. The bank is the larpest mortgage lender in
the state, and it uses FHA insurance - public money provided by HUD - to cover itg losses
very frequently. Based on these faces, the WRA can ot ly conclude that Norwest is using its
giant market share and its plentiful supply of HUD-insured mortgages 1o originate loans
without supporting its Jow and moderate-income bonowers.

In surn, the WRA. has jindications that Norwest Mortgiige has had a significant, negadve
impact on low- and moderate ineome communites protected under the Communiry
Reinvesunent Act. To ensure that mortgage lending becomes moze suppoitive of the
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community in the wake of the merger, the WRA recommends the following measures be

taken by the combined company:

» Lending officers employed at Norwest Mortgage's Washington state branches receive
training ro providc more customer—centered servicing of their Jouns, including specific
training in preparing loss mitigation plans in coopeiation with borrowers at dsk of
mortgage default.

» The combined company make a significant lending target on single-family home loans to
low- and moderate-income individuals and cemsus tracts and minority homebuyers. This
cornmirment should anticipate the larger share of castomess that cutrentdy receive home
loans through Wells Fargo.

* The combined company contribute §1.25 million t» home pre-purchase and mortgage
default counseling agencies over the next five years.

Thank you for your kind consideration of these comments,

¥
Sharon H. Lee
for the Washington

Reinvestment Alliance

Zoo1 001

L.l
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Testimony Re: Merger of Norwest and Wells Fargo Banks
Mary Tingerthal, President and CEO
National Equity Fund, Inc.
September 17, 1998

Good afternoon. My name is Mary Tingerthal and [ am here to give

testimony regarding the merger of Norwest Bank and Wells Fargo Bank.

I am here as president and chief executive officer of the National Equity
Fund, Inc., commonly referred to as NEF. In this position, I also am here
speaking on behalf of the National Equity Fund's parent organization, the

Local Initiatives Support Corporation, commonly referred to as LISC.

To understand the relationship of Norwest and Wells Fargo with LISC and

NEF, let me first explain what LISC and NEF are.
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LISC, the Local Initiatives Support Corporation, is the nation's largest
community development intermediary and is a certified Community

Development Financial Institution.

Since its founding 19 years ago, LISC has helped nearly 1,800 community
development corporations in more than 100 cities, as well as rural
communities across 39 states and Puerto Rico. In this work, LISC has

attracted support from almost 2,000 donors and investors — including

Norwest and Wells Fargo.

Through this support, LISC has raised $3.1 billion in grants, loans, and
equity investments for community development corporations and leveraged
an additional $3.5 billion in public and private support. These dollars have
produced more than 80,000 affordable homes and nearly 12 million square

feet of community facilities, commercial and industnal space.
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These focused investments catalyzed the transformation of some of the most
infamous neighborhoods in the country — extending from South Central

Los Angeles to New York's South Bronx — into decent and desirable places
to live. Norwest and Wells Fargo have been instrumental in their support of

LISC in bringing about revitalized neighborhoods in the cities where they

operate.

Both banks have been integral to the community development work of the
National Equity Fund as well. NEF is the nation's largest nonprofit
syndicator of the federal government's Low Income Housing Tax Credit

program. NEF was founded in 1987 by the parent company, LISC.

For 11 years now, NEF has utilized the Tax Credit program to stimulate
investment in affordable housing developments built and owned by

nonprofit organizations, including community development corporations.
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To date, NEF has raised nearly $2.4 billion from more than 140 investors.
This action has generated the development of an estimated 44,000 rental
homes targeted for struggling families, individuals with special needs, the

elderly, and the homeless.

Because of their participation in the NEF investment program, Norwest and
Wells Fargo have been key to helping provide housing for low income and

special needs populations, and in bringing blighted neighborhoods back to

life.

I can point to Norwest and Wells Fargo being instrumental in community
development because of their historical core contributions to LISC and

investments in NEF, as well as their long-term active involvement in local
communities’ working toward revitalization. "Financing" investments and

providing the "people"” leadership are two areas in which both banks excell.
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Within the banking industry, Norwest and Wells Fargo have provided
resources to the field of community development, and together have

invested millions of dollars in poor communities across the country.

From 1989 through today in 1998, Norwest has invested $14,345,000 in

. LISC and NEF. This total inciudes $14,000,000 of NEFequity investments
since 1990. This total also includes $345,000 in grants to LISC since 1989
which have supported six local LISC programs (Minneapolis, Duluth, Las

Vegas, Milwaukee, Phoenix, and St. Paul).

From 1983 through today, Wells Fargo Bank has invested $120,162,700 in
LISC and NEF. This total includes $117,200,000 of combined equity
investments in NEF's National Fund ($42,000,000) and California Fund
(875,200,000) since 1987. This total also includes $2,962,700 of grants to
LISC since 1983 which have supported seven local LISC programs (Bay
Area, Houston, Las Vegas, Los Angeles, Phoenix, San Diego, and Puget

Sound) as well as LISC's National Rural program.
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The financial support of Norwest and Wells Fargo over the years has been
matched with the "people leadership” as bank executives serve on advisory
committees in eight LISC local program areas and the Rural LISC program
area. Here are a few examples that demonstrate their commitment to

community development.

¢ Both Norwest and Wells Fargo serve on the local advisory committee for
the LISC Las Vegas, Nevada, office. This leadership is provided through
bank executives Paul Kadavy, Norwest Nevada president, and Sam
Culotta, Jr., Wells Fargo's vice president for community development.
Both men also serve on the executive subcommitiee and sirategic
planning subcommittee. Sam also serves on the Board of the North Las
Vegas Neighborhood Housing Services.
* Additional Norwest staff provide expertise to Las Vegas LISC by

serving on the CDC capacity building subcommittee (Nancy
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Hamilton, CRA officer) and the project review subcommittee (Rick

Frank, commercial loan officer).

e Norwest sponsored a $200,000 FHLB of San Francisco (Federal
Home Loan Bank of San Francisco) Affordable Housing Program
award to the East Las Vegas Community Qutreach Corporation for
the 40 homeownership unit Mi Casa En El Sol project.

e Norwest also has issued a $1 million revolving construction loan
letter of intent for the project and is expected to provide
approximately $2.6 million in homebuyer permanent mortgages.
Two Norwest staffers participate in the project marketing
committee.

e Wells Fargo Foundation provided $25,000 to Las Vegas LISC in its
current fundraising campaign. Additionally, First Interstate Bank,
which was purchased by Wells, provided $50,000 to Las Vegas LISC

in a previous fundraising campaign.
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e In Milwaukee, Wisconsin, J. Lanier Little, a Norwest bank regional
president, has been a member of the local LISC advisory committee for
over two years and serves as credit committee chairman. Lanny is active
with NOHIM, an organization titled New Opportunities for Home
Ownership in Milwaukee. This is a coalition of lenders and nonprofit

home buyer counselor groups.

¢ In Houston, Texas, Wells Fargo actively works with the LISC local
program as the bank's senior vice president, Effie Booker, is a member

of the local advisory committee.

¢ Community development in California has benefited from Wells Fargo's
"financial and people" leadership.
e Since 1983, Wells Fargo has contributed a combined total of
$1,446,000 in grants to LISC program areas in the Bay Area, Los

Angeles, and San Diego. Since 1990, Wells Fargo's investments in
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affordable housing through the California Equity Fund has totaled
$75,200,000.

o Executive vice president for corporate community development
Karen Wegmann has been instrumental in leading Wells Fargo to
make these major LISC grants and investments in community
development. Similarly, Tim Hanlon, vice president of corporate
community development and head of the foundation, also has been
instrumental in providing support to LISC efforts.

¢ Wells Fargo executives share their expertise through membership on
local advisory committees of three LISC California program sites:
vice president Mel Carriere is on the LISC San Francisco LAC;
regional vice president Phyllis Klein is on the LISC Los Angeles
LAC; and vice president for community development Robert Taylor
is chair of the LISC San Diego LAC.

e Mr. Taylor recently encouraged Wells Fargo to make a long-term
$1,000,000 zero percent loan (for the first 5 years; then a nominal 2%

rate for the next 10 years) to the Phoenix LISC program.
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¢ In addition to Wells Fargo presence on these California LACs, and
the Houston and Las Vegas LACs mentioned earlier, Wells Fargo
executives also serve on LISC local advisory committees in the Puget
Sound area and in Phoenix, as well as the Rural LISC program's

LAC.

e Norwest has been a supporter of the LISC Duluth, Minnesota, program
since the program's inception in 1997, having contributed to the
program's original assessment and then having been one of the first five
program funders.

e Norwest has worked with LISC on the development of housing
programs and neighborhood strategies. Currently, Norwest is serving
on LISC's Employer Assisted Home Ownership Task Force, and is
working with LISC in developing a new Single Family Purchase
Rehab Program.

e Also, Norwest has been involved with the Board of the Duluth

Housing Trust Fund, Inc.; and has administered a locally held $4
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million mortgage program that provides relaxed underwriting to help
low income families gain home ownership (known as the CAMP
program).

e In addition to housing, Norwest also has administered two loan funds
through Lutheran Social Services which provide low-interest loans
and credit to low-income households or to those who are working to

move from welfare-to-work.

These are just a few examples of the active involvement Norwest and Wells
Fargo have in LISC areas of community development. I hope this
information is helpful, and I appreciate the opportunity to report on LISC

and NEF's relationship with these banks.

L.l
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1 want to thank the Board of Governors for the opportunity to speak today. Atlantis
Community Incorporated is a twenty-three-old Colorade not for profit corporation
providing services to people with disabilities in Metropolitan Denver and when necessary
throughout Colorado. Atlantis® services include: home health, housing, benefits advocacy,
independent living skills training, basic education, and a home ownership counseling and
education program. Atlantis is recognized nationally for its’ work in disability rights and
for creating new and innovative programs.

In nineteen ninety-two Atlantis Community Incorporated brought to Norwest Bank a
unique concept that became the first home mortgage program for people with disabilities in
America. In conjunction with Atlantis, Norwest created the Disability Community Home
Mortgage Program (DCHOP). The DCHOP home mortgage program for pcople with
disabilities was the first to offer an opportunity to participate in the American Dream,
home ownership. Norwest at

Atlantis’ direction developed a program that accepts alternative incomes such as; Social
Security, Food Stamps, Tax Credits, and more. Higher debt to income ratios play a large
part in the success of the program as well as reduced closing costs and only a two percent
down payment.

The American Dream of owning your own home was just that, a dream for people with
disabilities until Norwest introduced the DCHOP Program in nineteen ninety-three. Prior
to the DCHOP Program people with disabilities and/or their families only choice was to
rent an apartment or someone else’s home. That apartment or home was most likely
inaccessible too. With a population that is eighty percent unemployed and living on a fixed
income from Social Security of seven hundred dollars a month or less had little chance to
even dream of home ownership. The DCHOP Program offers more than just a dream, it
offers but does not guarantee the reality of home ownership. People with disabilities still
must qualify for home loans just as everyone else must. Norwest simply leveled the playing
field.

Norwest’s bold move to create the Disability Community Home Ownership Program when
no other lending institution had the courage to take the first step must be applauded. Had
not, Norwest taken that step people with disabilities still today would be excluded from the
American Dream. Those first steps designed a program that proved to people with
disabilities could be home owners without high foreclosure rates and without high
delinquency rates using alternative using alternative forms of credit. The DCHOP Program
encouraged US Banks’ Disability Advantage Program because another lending institution
had taken the initial risk.



Norwest success with the DCHOP Program brought Fannie Mae to Denver to learn about
and to study its’ workings. From that visit came Fannie Mae’s Home Choice Program,
sixteen states, fifty-million -dollar pilot program modeled after the DCHOP Program,
Fannie Mace’s pilot project and US Bank Disability Home Advantage Program validate
Norwest’s wisdom in nineteen ninety-two.

After five years of providing home ownership counseling and education to people with
disabilities I have realized that these potential home buyers have the ability and the desire
to be home owners. Atlantis’ Home Ownership Program aspires to increase awareness and
availability of home ownership opportunities for people with disabilities. Atlantis’
commitment is to assist potential buyers in understanding the complex process by providing
them with the information that along with their own determination will prepare them to
become responsible home owners and improve their quality of life. My goal is to see people
feel confident about the home buying process and comfortable as a homeowners armed with
the knowledge and empowered to make important decisions to undertake the responsibility
of home ownership. I personally believe in home ownership counseling/education partnered
with the DCHOP Program Atlantis and Norwest have pioneered home ownership for
individuals with disabilities.

It is Atlantis’ hope that with the merger of Norwest and Wells Fargo that the commitment
to the DCHOP Program not only continue but the size of the program increase to reflect
the size of the merger. To date, Norwest has provided nine hundred and fifty-five
mortgages to people with disabilities and/or families in Colorado valued in excess of sixty-
four million dollars. Norwest has made it possible for people with disabilities to dream the

impossible dream...
HOME OWNERSHIP!!!
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Chicanos Por La Causa, Inc. has had an extensive
partnership with Wells Fargo Bank and Norwest
Bank. As a member of Norwest Banks Minority
Advisory Council, we have provided input and set
goals withptop management on a number of key
factors that affect our communities in Arizona. These
include mortgages, affordable housing, small business

lending, minority contracting/vendors. QOur small

business and SBA micro loan programs have received

-8



loan loss reserve funds from Norwest Bank and Wells

Fargo Bank, which has helped us lend over

$2,000,000 to over 200 small businesses in Arizonam’duﬂ/
%@\/‘w—/ )

Norwest’s $100,000 deposit and Wells Fargo’s

$100,000 deposit in Chicanos Por La Causa, Inc.’s

Federal Credit Union has enabled us to lend over $1.7

million to 1600 members of our Credit Union, most of

which are first time borrowers and mono-lingual

Spanish speaking. Norwest’s and Wells Fargo’s

investment in CPLC’s small business incubator has



started the opportunity for small businesses in South

Central Phoenix to access affordable work space. A

second business incubator in Phoenix is under

construction and a rural small business incubator will

go to construction in Nogales, Arizona in early 1999.

Other investments/grants have targeted our special

events and organizational capacity building in

Phoenix and Tucson. Qur affordable housing

programs in Somerton, Nogales, Tucson, South

Tucson, Guadalupe and Phoenix have also benefited



via mortgages, write downs for closing cost, and funds
to make housing affordable. Investment of Norwest
u 3
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staff as board members on our organization and our
subsidiary boards also contributes to a sound non-
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profit sector. m A »1247-‘
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Our expanding partnership with Wells Fargo
Bank has also been rewarding and in many instances
very creative and challenging. Our purchase of the

Wells Fargo Branch in South Central Phoenix enabled

ble our Federal Credit Union’s space ,



maintain Wells Fargo’s presence in the Grant Park

area and provide small business incubator space for

minority entrepreneurs. Wells Fargo bank’s

investment of $1,250,000 at 0% interest for 5 years,

with ten additional years at 2% is beyond the cutting

edge. This investment expands our ability to lend to

micro borrowers, creates a “venture capital pool”, a

revolving line for new housing construction in

Tucson(for our for-profit construction

company/subsidiary) enables us to leverage $600,000

i



to build a new office building in Tucson and pay off

an office complex mortgage in a small rural town in

southwest Arizona that leases office space to the State

of Arizona. Funding of special projects and

community celebrations has made Wells Fargo a new

power in the Arizona bank market. Grants to

organizations involved in small business lending,

social work, and arts, round out a true concept of

partnering in our communities, not just taking our

deposits. We would point to their exemplary record,



staff involvement and outreach on how community
reinvestment is truly done in America. Management
of both the institutions still need to work on board

- — 3

membership, upper level executives are 4321 lacking
but through our on-going efforts these are problems
we can solve together. Branching duplication can be
solved through partnerships with non-profits to benefit
the total community as was my first example with the

Wells Fargo Branch in South Central Phoenix. Our

community meetings with citizens, organizations and



community leaders and the upcoming follow-up

meetings statewide leaves us with very strong

indicators that more progress will occur with the

merged institution and we encourage your positive

confirmation of this merger and invite you to visit and

see community reinvestment at work in Arizona.

Thank you.
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Inner City Press/Community on the Move
&
Inner City Public Interest Law Center

Headquarters Office
1919 Washington Avenue Bronx, NY 10457

TEL: (718) 716-3540 - FAX: (718) 716-3161 E-Mail: innercity |@aol.com

FACSIMILE TRANSMITTAL FORM

TO: JoAnne Lewellen and staff (see note below, thanks)

RE:

TESTIMONY OF INNER CITY PRESS/COMMUNITY ON THE
MOVE AND INNER CITY PUBLIC INTEREST LAW CENTER IN
OPPOSITION TO THE APPLICATIONS OF NORWEST

CORP TO ACQUIRE WELLS FARGO & ITS SUBSIDIARIES

FOR SEPTEMBER 17, 1998

FROM: Matthew Lee, Esq., Executive Director DATE: September 16-17, 1958

# of Pages: This iransmittal sheet;, 5-page testimony = 6

NOTE:

T have been unable (o travel to Minneapolis on 9/17. Marv Kamp of the
Wisconsin Rural Development Center has agreed to read the attached
testimony into the record. 1 have e-mailed it to Marv in Wisconsin, but in
case it did not reach him in time, could you please give a copy of this to Mr.
Kamp (he will appear on your agenda) before 1:30 p.m. on 9/17?

Thank you very much.

--Matthew Lee
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Inner City Press

Community on the Move
&
Inner City Public Interest Law Center

TESTIMONY OF MATTHEW LEE, INNER CITY PRESS/COMMUNITY
ON THE MOVE AND INNER CITY PUBLIC INTEREST LAW CENTER
IN OPPOSITION TO THE APPLICATIONS OF NORWEST
CORPORATION TO ACQUIRE WELLS FARGO & ITS SUBSIDIARIES

FEDERAL RESERVE BANK OF MINNEAPOLIS
SEPTEMBER 17, 1998

Good afiernoon, Ms. Smith and other members of the panel. This is
the testimony of Matthew Lee, Executive Director of Inner City
Press/Community on the Move and of the Inner City Public Interest Law
Center (together, “ICP”), which Marv Kamp of the Wisconsin Rural
Development Center has been kind enough to present. ICP on August 21
filed a protest to this application, based on Norwest’s disparate lending
record, particularly of its high interest rate, so-called “subprime” subsidiaries,
and based on the Federal Reserve Board’s withholding of all information
about Norwest’s divestiture proposal. The commitments that Wells Fargo has

made in California does nothing to address these issues.

Norwest, the applicant here, is one of the largest mortgage lenders in
the country. The disparities in its mortgage lending record are troubling,

particularly but not only in the overlap markets. Some examples:

1919 Washington Avenue, Bronx, New York 10457 TEL: (718) 716-3540; FAX: (718) 716-3161
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--In 1996, Norwest Bank Texas South, NA denied 46% of applications from
Hispanics, and only 7% of applications from whites, for a denial rate disparity
of 6.57-to-1.

--Norwest Bank Texas Midland, NA denied 61% of applications from
Hispanics, and only 13% of applications from whites, for a denial rate
disparity of 4.69 -to-1.

--Norwest Bank Tx Kelly Field denied 49% of applications from Hispanics,
and only 14% of applications from whites, for a denial rate disparity of 3.5-
to-1.

—Norwest Bank Tx San Antonio denied 50% of applications from African
Americans, 43% of applications from Hispanics, and only 18% of
applications from whites.

--Norwest Bank Texas, NA denied 46% of application from African
Americans, 40% of applications from Hispanics, and only 19% of
applications from whites.

--Norwest Bank Texas Waco, NA denied 60% of applications from
Hispanics, and only 20% of applications from whites.

When ICP raised these Norwest issues in 1996, when Norwest was
acquiring Prudential Home Mortgage, Norwest responded with a letter, dated
April 30, 1996, to Mr. James Lyon of this Federal Reserve Bank of
Minneapohs, in which Norwest acknowledged that, quote, “Norwest
Mortgage’s (NMI) record of minority lending 1s... below market averages in
some markets... To address the needs of markets with high concentrations of
minority populations, Norwest Mortgage has committed to hiring of
Community Development loan officers to focus on the underserved

comrnumties... our plan for each of the markets is... New York: 74,” unquote.

[
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Here, however, was Norwest Mortgage’s full year 1996 lending record
in the New York City MSA:

Originations Market Demals Denial Disparity

Share Rate
Whites 1218 2.69% 291 17% -
Blacks 120 1.03% 90 37% 2.18
Hisp. 95 1.65% 40 25% 1.47

In MSA for tull-year 1996, Norwest Mortgage had more than twice the
market share of loans to whites than to African Americans, as well as a demal
rate disparity for African Americans significantly above the industry average
in this MSA. Tt cannot be said that NMTI’s denial rate disparity is explained
or justified by greater than average outreach to minorities, given the market
share numbers. Question: did NM]J ever take the steps it said it would in its
April 30, 1996 letter to the Federal Reserve? Was this ever followed up on?
Neither Norwest’s Application, nor the Federal Reserve’s questions to date,
address this in any detail. Similarly, were Norwest’s representations about
improving Prudential Home Mortgage’s lending disparities every followed up

on? Our experience is: No.

Narwest Funding, Inc. nationwide in 1996 made 6,521 loans to whites,
and only 228 loans to African Americans, and only 252 loans to Hispanics.
In the NY( MSA in 1996, Norwest Funding made 101 loans to whites, only

10 loans to African Americans, and only 8 loans to Hispanics.

Meanwhile, in the predominantly mmority South Bronx of New York
City, Norwest has opened an office of its high interest rate Island Finance

subsidiary. ICP members here have been informed that Norwest's Island
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Finance office charges virtually all borrowers for personal loans 25% interest,
the absolute maximum under New York usury prohibihons. Borrowers
(virtually all of them protected classes) are charged 25% regardless of their

credit histories.

Norwest is engaged in “subprime”™ lending nationwide. See, for
example, Heather Timmons’ article, Norwest Unit a Player in Subprime
Lending: Wells at Home in Prime, in the Amenican Banker of June 17, 1998:

“Norwest Financial, with more than $9 billion of assets... is one of the largest
bank-owned finance units, rivaled only by NationsCredit...”. All of these
issues should be inquired into, and acted on, by the Board in this proceeding.
The Board increasingly refuses to consider, much Jess examine, finance
company subsidiaries of BHCs, (mis-) using as a yardstick the reported assets
of the finance company compared with the bank subsidiaries. That will no
do, here: “Norwest Financial... pulled in $269 million of net earnings in

1996, almost 20% of the parent companies earning for the year " Same
source, emphasis added. 1CP is explicitly asking the FRB to view Norwest

Financial in EARNINGS context, rather than simply by assets.

The public has also been denied access to information crucial to
assessing and commenting on this proposal: Norwest has sought confidential
treatment for all information specifying its divestiture proposal. The public
has a right to review and comment on Norwest’s actual proposal, including its
divestiture proposal. ICP filed a Freedom of Information Act appeal on
August 21, 1998; the information has yet to be released.

kel
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The choice of Minneapolis as the venue of this pubhic meeting is
difficult for ICP to understand, and appears inconsistent with several prior
Board precedents. It would appears that the rationale for the selection of
Minneapolis as the site of the public meeting is based on the fact that
Norwest has to date been supervised by the FRB of Minneapolis. But Banc
One has been supervised by the FRB of Cleveland, and the FRB held its Banc
One-First Chicago public meeting in Chicago.

And so it might seem that the rationale is that Minneapolis would lose
a BHC headquarters if this proposal were approved. But, if and when Banc
One and First Chicago consummate their proposed merger, Columbus, Ohio
will lose a BHC headquarters. Nevertheless, the Board held its Banc One-
First Chicago public meeting in Chicago.

One solution would have been -- and still should be -- to hold more
than one public meeting -~ as was done on Wells Fargo-Interstate, for
example, and on Fleet - Shawmut (public meetings in Boston, Hartford and
Albany). The latter two of those three Fleet-Shamwut meeting show that the
FRS is not constrained to only hold public meetings in cities where it has a

Reserve Bank.

On the current record, this mega-merger proposal, which would expand
Norwest’s practices, could not legitimately be approved. There are other
adverse issues, including Norwest’s record in its existing states, ably raised
by the Wisconsin Rural Development Center and others. For all the reasons
stated, this proposed merger should be denied. Thank you for your attention;
we will be submitting further written comments by September 24, 1998.
Thank you.



Metia . \XW}(%A/&LCMH .o e )feu,;ﬂmﬂ Au_éi@ Co g
ﬁu@j/ 2 S WG o Leeliress 3267 o b fi A e ky fboa
b e M”Uj Perse d ¥ Watte :3’747,5 VA P ﬁm s o ,f.cm'mu(

Prrns, Lo W 7%7 ./vf’z‘(—%/jﬁ— ¢ Gk ot Tt Lo el Pradiz., Aud
lhide Inep Lsecrn. Pidtio YM Pr Bvnily aifori s ;;Uéu Seifctnt
% Onsgere ok Fusl | T ZZMfmm Lo jwafﬁ’aﬂ LT peire, Uiniars @uide
@1&%“7' et U Sty Ao loded
o oo Pt diie fo d,ri«ﬁj!,mw:y e ok son Ebpi Bk 5, 1907
I forctaud « VYrvese At r o Dbcam. 35 Inhi s g Ao

d?,ﬁ,édﬂowé Z /&?LW il aud Koo /w._A? A afan L/,//d@/f?/
MW"’EH@MW R AT st At ‘_\g.jwlbﬁ :
o ¥ Py st Cilabbikil) oo Sy STrsonta Jho Grutdiny
2 Lhre R Has T Lol
ety AP
MZLNJQ T, AfTc I3 Jeacs Wl gra lornglasy f

At MZZ/V thoe The %,mc«&uc_-

= 7R EIE S B M A0S

Z{/J‘-J § 997 EA—,«W M@MMW'@Cf'j//?¢7 M}Zla;
MW I'4 Ubsrslispros . Gorifenaslio “fie Hessg ot 5
ek o ol Fo ) aecofbrd a/%»«,«;z;ua LTt 4 /@/m%
b lidiin S Lsseihe oo e 6. 00 fo Fovecs Wakeny
i

%““‘ Tl mf,ﬁ@ R g SEZN T ﬂump%:, W‘me
e Sy G So dontuw T 35 ke fach ¥ et o wak.,, Uu¥- Al
ahkec Agfevcte lacdd Fa A, Y. Wuﬁ_&m W '

=T



. = . ;-

A Ao M Coecld wet agfecd 2 i @ % Al ke Lo Bhieis fopn <. S
Dok liiuy 49 0T fted T Aeviierce Tho loenlic cu_w% ?Lde%M
vy Bostec-éor sl y of M/ZM Sg y/ 9 ﬁ""?&—éz‘«—« Bt ey s Ay
<_4 £t %JMU“ v f { ahi W-‘—/ﬁ‘/ A --76”&1:&.-_/5(1.14&; Zﬁé&

jbdxf Ser %4.;;22,7 g KA m(%}% \ LEAE B @m#% L&A’_é%\ 7’7

1.0



> I thought I was home free. Thought I had made it through the wiftgrwith w2
=1 my space heaters when one night in late February I arrived home and, dark el z,
aEMhen I opened the door I stepped in water up to my ankles. Ithought I )
had all the pipes upstairs turned off and drained, but the old plumbing had played
a terrible trick on me. Water was pouring through the ceiling in the lobby. Now I
had more to do to the building and no money, no hope of being able to qualify for
another loan to do any construction and no place to turn to.
Another winter is coming up and I am going to be in the same predicament
that I was last year. No money to fire up the boiler, no way to get out of this
situation that I am in. Eventhough interest rates have dropped to almost 2%
below what my mortgage is set at, I can't qualify to refinance my loan which if I
could, would drop my payments by quite a bit.
Many of my Union Brothers and Sisters are going through at least as
desperate a situation as I am, and some have it much worse. One of our Union
Brothers took his own life at the beginning of summer. That rocked all of us;
thinking that we saw this Brother several times a week, and didn't realize what
pain he was in. He had lost his wife to cancer 10 months earlier and that is when
we worried about him. He was in his early middle years, had no children at home
and his whole life evolved around his wife, but he made it through those months
and now we lost him. :

CJW WW‘?W

1 know personally oéeeﬁpl-es going through a divorce that before this work
stoppage, seemed to have a very stable marriages Quite a few of our brothers and
sisters have had to find work in other cities and are now trying to support two
households on top of being separated from their families at least during the week
and many of them are not close enough to come home on weekends.

JU"\’ gLy Mﬁé&ﬁé%%ny problems brought on by this Company's refusal to
bargain in good faith and although the Company has suffered a tremendous loss
and continues to lose money daily, much to our dismay, Wells Fargo Bank, and
other smaller banks, continue’to bankroll CF&I. The longer this practice
continues we feel the longer CF&I will remain in a position to keep us off G{H
jobs. This is a Union town, the economy of this community was built around

~—CF&I} Many-of our local banks worked with our union brothers and sisters on
jf") their personal loans or mortgag ments, allowing them to pay only the interest

M in some instances, and in otherg giving them deferred payments. As far as I can

‘Pyp’/ determine, Norwest Bank did not offer any leniency, for any type of payments. A
bank has an obligation to help the communities they move into. I cannot even
1magine Wells Fargo being a part of this community after turning their backs on
the union workers to help finance CF&I in their efforts to break our union;and
what is worse is, eventhough they know how it is affecting our people, they
continue this practice.

On behalf of the memberships of Locals 2102 and 3267 I want to thank you for
listening to me and God Bless You.
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REMARKS OF MARY ROSENTHAL
MINNESOTA STATE DIRECTOR, AFL-CIO
BOARD OF GOVERNORS OF THE FEDERAL RESERVE HEARING ON

THE WELLS-FARGO/NORWEST MERGER

et
GWJ“{%;&@“& my name is Mary Rosenthal, I am the Minnesota State

Director for the AFL-CIO. Thank vou for this opportunity to testify. The
WoD, D

AFL-CIO’s member unions represent | J] thousand werking people here in

Minnesota, and hundreds of thousands more within Norwest’s service area.

This is a region of farms and small towns, highly vulnerable to capital

draining by distant financial institutions.

The Wells-Fargo Norwest merger is the takeover of a regional giant with a
poor record of serving working people by a giant national bank with a worse
record. Wells-Fargo’s merger with Norwest will pass control of our region’s
largest financial institution to a West Coast bank that by its nature and as a
result of the business strategies it has chosen to pursue cannot be focused on

the financial services needs of our communities.

Wells-Fargo is 181* out of the top 200 U.S. financial institutions in its

¥ AM
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reinvestment rate in the primary service area communities from which it
takes deposits. A study by our affiliatejthe United Steelworkers of America |,
has shewn that Wells Fargo’s definition of its service areas in the Southwest
has excluded lower income census tracts. Wells-Fargo’s loan origination and
management program is database and Internet driven, with a decreasing

emphasis on loan officers who know the communities in which they lend.

On the consumer side, Wells-Fargo is a leader in charging high fees for basic

banking services and in closing branches in low income communities.

Norwest’s service area includes a variety of communities vulnerable to the
withdrawal of financial services— large cities with substantial low and
moderate income communities like Minneapolis-St. Paul and Denver, where
Norwest’s record has already been poor, smaller towns and rural areas
dependent on agriculture that have been repeatedly devastated by commercial
banks’ withdrawal from the agricultural credit markets, and areas of
extreme rural poverty like the Pine Ridge Indian Reservation in South
Dakota. Norwest’s record in these communities has already been the subject

of prier protests by AFL-CIOQ affiliates to the Board of Governors

|-
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For all these communities, this merger promises more expensive and less
accessible financial services. In fact, even before the merger has been
approved, Norwest appears to be raising a variety of fees to match levels at
Wells-Fargo. This merger also promises to create more towns like Pueblo,
Calorado, where Wells-Fargo has financed a savage campaign to break the
Steelworkers union at Oregon Steel— a campaign that has illegally denied a
thousand people the middle class jobs that were a foundation of that
community’s economic strength. Wells-Fargo claims this is somehow not an
issue affecting jts treatment of its service area. We think it exemplifies Wells-
Fargo’s outright hostility to the needs of working families— as consumers of
financial services and as contributors to the economic well-being of the bank’s

service area.

We oppose this merger because it will not benefit the working families of ¢this
region, and because we believe Wells-Fargo has not complied with the

Community Reinvestment Act in its current service area.

Finally, we urge the Federal Reserve not to accept empty assurances from
Wells Fargo. Wells-Fargo has a history of mischaracterizing the impact of its

merger activity on its constituencies. When Wells-Fargo acquired First

Fwe |
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Interstate it announced it would destroy “only” 7,200 jobs, and then after the
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turned out it was really 14,000 jobs— almost twice what they told regulators

and the public when they were getting approval for the merger.

The AFL-CIO would be pleased to work with the Federal Reserve in its
further consideration of this merger to ensure the Community Investment Act
is complied with and the interests of the working families in both banks’

service areas are protected. Thank you.
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Executive Summary

The finandial industry in the United States is undergoing enormous change. There
were over 700 bank and thrift institutions mergers in 1997, according to the Federal
Deposit Insurance Corporation (FDIC). During the last six months alone, four bank
mega-mergers have been announced involving eight of the nation’s largest financial
Institutions, including the recently proposed combination of Wells Fargo and
Norwest

There is great concern that the changes underway in the financial services industry
may be quite detrimental to working families, and to low-income and minority
neighborhoods, making credit and services more difficult to access and expensive.

Among the largest bank mergers in the last several years was the merger of Wells
Fargo with First Interstate Bancorp in April 1996. Wells Fargo's performance since
its acquisition of First Interstate provides troubling evidence of Wells Fargo’s lack of
commitment to low and middle income families and minority communities. This is
of particular concern given Wells Fargo's impending merger with Norwest.

As the Bank’s own press release following the merger announcement said: “if the
merger is approved, the resulting company would rank first in the number of
financial services stores in the nation.” One of the questions that must be addressed
in the context of the merger is whether the proposed consolidation will lead to an
extension of Wells Fargo's weak performance to an institution which will be the
largest originator of home mortgages and the 7th largest bank in the United States,
with $191 billion in assets and branches in 21 states.

This report looks at Wells Fargo's performance in the area of community lending
and its compliance with the Community Reinvestment Act (CRA) over the period
from 1996 to 1998. The CRA is the federal law which encourages banks and thrifts
to help meet the credit needs of their entire communities, including low- and
moderate-income neighborhoods, consistent with safe and sound lending practices.

An analysis of the information publicly available on Wells Fargo shows the
following patterns of unequal services and lending:

m  Wells Fargo closed or sold all of its branches in 129 localities following the
1996 take-over of First Interstate (the period between June 30, 1996 and March
27, 1998), resulting in declining services for low-income neighborhoods and
rural communities;

»  Wells Fargo ranked 181st out of the largest 200 lenders in its commitment to
its CRA assessment areas (ie. the communities from which it takes deposits).
The Bank reported that only 68% of its small business loans and 81% of the
dollar amount were within its assessment areas nationally.



= Wells Fargo failed to match its competitors in serving lower-income areas.
The Bank’s market share in higher-income census tracts was greater than its
market share in lower-income census tracts in 69% of the counties where it
made loans.

m  Wells Fargo branch relocations reduced the level of service to “non-White”
residents in 198 localities, compared to positive changes for “non-White”
residents in just 179 localities. For Hispanics residents, the Bank's branch
relocations resulted in reduced access to service in 200 localities, compared to
improvements in just 175 localities;

s Wells Fargo increased its level of service to higher-income neighborhoods or
reduced its level of service to lower-income neighborhoods, in 206 of 372
localities which exhibited changes; )

m  Wells Fargo's self-designated service area, the area for which the bank must
report community lending data for its evaluation under the CRA, appears

highly irregular.

m  The apparently arbitrary exclusion of census tracts from its primary service
area may signify that the Bank is excluding areas with lower incomes and a
higher percentage of minority residents. These exclusions could lead to an
inflated CRA evaluation if not corrected by examiners.

m  While California provided 73% of Wells Fargo's total deposits in June 1997,
the state received only 48% of the Bank’s total number of smail business and
small farm loans in 1996.

Taken together, these findings raise important questions about Wells Fargo's
compliance with the Community Reinvestment Act. Examiners who are currently
evaluating the Bank’s past performance~and considering its application to merge
with Norwest — should intensify their oversight of the Bank’s lending practices and
branch closure history.

The findings also suggest that strengthened oversight and enforcement of the CRA
will be necessary to ensure that people of color, low-income people and people
living in rural areas have access to financial services.

According to the Public Interest Research Group’s 1997 study of access to retail
financial services, more than 12 million households in the US. canmot afford retail
financial services. (Mierzwinski, 1997) Literally hundreds of banking studies have
also showed large disparities in the rate of lending across social groups and
geographies. (Federal Reserve Bank of Boston, 1989; Hula, 1991; O'BRIEN, 1998;
Schlay, 1988; Thomas, 1998)

If these trends continue, the forces driving the consolidation and deregulation in the

financial services industry will result in fewer and fewer Americans being able to
obtain and afford retail financial services and credit.



Shortchanging Our
Neighborhoods

The Recent Community Lending Performance of Wells Fargo Bank

Introduction

The financial industry in the United States is undergoing enormous change. There
were over 700 bank and thrift institutions mergers in 1997, according to the Federal
Deposit Insurance Corporation (FDIC). During the last six months alone, four bank
mega-mergers have been announced involving Citicorp and Travelers Group,
NationsBank and Bank of America, Banc One and First Chicago NBD, and Wells
Fargo and Norwest

There is great concern that the changes underway in the financial services industry
may make credit and services more difficult to access and expensive for working
families, low-income neighborhoods, minority neighborhoods and rural areas.

According to the Public Interest Research Group's 1997 study of access to retail
financial services, more than 12 million households in the US. already cannot afford
retail financial services. (Mierzwinski, 1997) These numbers may increase with
further consolidation in the banking industry.

Among the largest bank mergers in the last several years was the merger of Wells
Fargo with First Interstate Bancorp in April 1996. Wells Fargo’s performance since
its acquisition of First Interstate provides troubling evidence of Wells Fargo’s lack of
commitment to low and middle income families and minority communities.

This is of particular concern given Wells Fargo's impending $31.4 billion merger
with Norwest. If approved, the merger will create the nation’s 7t largest bank, with
$191 million in assets, 20 million customers, 90,000 employees, and 2,860 bank
branches. Based on Wells Fargo’s past performance, the merger may actually have a
negative impact on services and the availability of credit to low-income and
minority communities.

This report looks at Wells Fargo's performance in the area of community lending
and its compliance with the Community Reinvestment Act (CRA) over the period
from 1996 to 1998. The CRA is the federal law which encourages banks and thrifts
to help meet the credit needs of their entire communities, including low- and
moderate-income neighborhoods, consistent with safe and sound lending practices.



Brief Background on Wells Fargo

Wells Fargo: the 10th Largest Bank in the United States

At the end of 1997, Wells Fargo was the tenth largest bank in the United States, with
approximately 10 million customers, $97.5 billion in assets and $65.7 billion in loans.
The bank has 956 traditional branches, 523 in-store branches, 377 banking centers,
and 4400 ATM’s in Arizona, California, Colorado, Idaho, Nevada, New Mexico,
Oregon, Texas, Utah and Washingtor.

In April 1996, Wells Fargo acquired First Interstate Bancorp for $11.3 billion.
However, the Bank had enormous problems integrating First Interstate’s operations
and suffered a serious decline in its customer base, which the Bank has struggled to
rebuild. In this drive, the Bank has suffered from poor employee relations,
following management’s pressure to make up for the bank’s earlier customer losses
by adopting a hard-sell approach to potential customers. (Cruz, 1998; Ferraro, 1997
Wahl, 1997}

While staffing levels were 16% below year-ago levels, helping to lower salary costs
by $8 million during the third quarter of 1997, these savings were more than offset
by an increase in incentive compensation. (Alex Brown, 1997)

Wells Fargo Increases Fees to Offset Losses from Merger

The Bank has compensated for the loss of its customer base following the well-
publicized problems with its merger with First Interstate by raising its fees for retail
services — despite the “efficiencies” promised by the merger. (1998c; Authers, 1998;
Knight-Ridder Tribune Business News, 1998; San Francisco Chronicle;
Schwanhausser, 1998; Wahl, 1997)

Credit card membership and other credit card fees grew by %% to $227 million in
1997. Shared ATM network fees grew by 65% during the year to $168 million, and
charges and fees on loans, which excludes yield-related loan fees, grew by 24%.

As a result, norvinterest income (i.e. income from customer fees and surcharges)
increased 66% in 1996 and 23% in 1997 to $2.7 billion. According to the Bank’s
annual report, “(a) significant portion of the increase was due to higher credit card
and ATM fees reflecting an industry trend toward increased fees.”(Wells Fargo,
1998) -

Roughly 40% of Wells Fargo's total revenues are from non-interest income,
compared to an average of 30% percent in the industry. This puts Wells
significantly ahead of the trend toward profits from fee-based services.



Wells Fargo’s Business Strategy Has Shifted Away from Customer Service to
High Risk, High Return Credit Cards and Cost Cutting by Replacing Loan Officers
with Computer-based Credit Scoring

According to Thomas Brown at Donaldson, Lufkin, & Jenrette, Wells’ primary
lending strategy has been to focus on higher risk loans, going after high-risk, high
return credit card customers. The bank had “very high” loss rates. Wells" also
offers pre-approved credit via the mail, which is essentially the same strategy
applied to the small business market. (Streeter, 1998}

Wells Fargo has attempted to position itself as an aggressive, cost-cutting and
technically efficient institution. “Bank mergers work in good part because they
create huge, technologically driven savings in personnel costs. Wells has sought to
adapt to the highly competitive finandal services industry in part by attempting to
replace people with computers.” (Lubove, 1998)

Wells' fast-growing small business loan program is in part the product of
sophisticated computer modeling of individuals most likely to be a “good credit
risk” In so doing, Wells has sought to replace traditional loan officers with
decisions made by a computer model of the borrower’s credit behavior. Wells sees
itself as a “pior.cer” in “alternative delivery.” (Alex Brown, 1997)

This emphasis on cost cutting, however, has also created customer relations
problems for the Bank. While, “big institutions are certainly far more impersonal,”
Irvine Katz said in a recent report, “they’re much more cost-driven, and many
consumers get alienated by that” At the same time, however, “large-scale, giobal
businesses (are) obviously well-served by this.” (Register Wire Service, 1998)

Wells Fargo Branch Location Analysis

The Importance of Traditional Branches in Serving Community Needs

Following Wells Fargo's acquisition of First Interstate in 1996, the bank closed or
sold 154 of its traditional “brick and mortar” branches in California and 175 in other
states. An analysis using the best available data shows that these changes
disparately impacted Hispanics, members of racial minority groups, and low-
income people.

Surveys by the Federal Reserve and many industry observers point out the
continuing importance of brick and mortar branches in providing the most
complete range of services to customers. (Elliehausen & Wolken, 1992; Kwast, Starr-
McCluer, & Wolken, 1997}

Although Wells Fargo has invested heavily in other banking “delivery systems” like
ATMs, loans-by-mail, and its internet site, studies of consumer patterns show that
access to loan officers, tellers, and customer service representatives are important to



small business owners and other customers. (Avery, Bostic, Calem, & Canner, 1997;
Avery, Bostic, Calem, & Canner, 1998} Branches, unlike ATMs, are fee-free. And a
recent federal study showed that Internet use by black and Hispanic households
was only 19%, less than half the rate of use by white households (41%).

These “alternative service delivery systems” are not likely to help the Bank meet the
spirit of the CRA. (Bridis, 1998) Even Norwest Bank officials agree that Wells
Fargo's nontraditional branches are poor channels for mortgage lending. As the
senior vice president of Norwest Mortgage acknowledged: “It's hard to do a
mortgage transaction when you're standing next to the frozen food aisle.” (La
Monica, 1997)

meMe&nddogyUsedtoMeasmemeEﬁectofWellsFargoBlarchChanges

To measure the impact of changes in Wells Fargo bank branches, the addresses of
more than 2,000 Wells Fargo branches over the period from June 30, 199% through
March 1998 were matched with demographic information from the 1990 Census.1

For each branch, census tract data were used to estimate the percent Hispanic
populatior, the percent “non-White” population, and the average per capita income
of the population within a two-mile radius of each branch. (Two miles was the
median distance between households and their checking depository institutions
according to the Survey of Consumer Finances. (Kwast et al, 1997, p. 20)) Next,
these demographic profiles of the population within two miles of each branch were
grouped by locality2 and an average was taken to get a benchmark —or index — for
each locality.

In other words, the benchmark represents an average of the demographic profile for
all of the branches in a locality for each year. For each locality, the benchmark
average of the branch neighborhood profiles was then compared to the benchmark
average for subsequent years. Changes in this index for a particular locality from
one year to the next signifies changes in the location of branches in that locality.
Changes result from branch closures, the movement of branches from one address
to another, the opening of branches, and/ or any combination of the three.

Data Suggest Wells Fargo Branches Moved Away from Hispanic, Non-White, and
Low-Income Neighborhoods

As summarized in the three tables that follow, the data show that in a disturbing
nurnber of localities, Wells Fargo branches appear to have moved away from “Non-
White,” Hispanic, or lower income neighborhoods. The tables group localities
according to the “direction” of impacts of the Wells Fargo branch changes. Impacts
are designated as “negative,” “neutral,” or “positive.”

' See discussion of data sources below. Wells Fargo refused requests from the authors to provide an official list of
branch addresses in a machinereadable format.
2 “Locality” is the most local form of government jurisdiction—town, city, etc.
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“Negative” changes were experienced in those localities in which Wells Fargo
branches moved away from predominantly Hispanic, “Non-White”, or low-income
neighborhoods. This was either as a result of Wells closing branches in low-income
or minority areas, and/or opening new ones in white or higher-income areas. This
altered the overall demographic profile of neighborhoods served in a given locality.

Localities which saw no change in the demographic profile of neighborhoods
containing Wells Fargo branches are designated as “neutral”. “Positive” changes
are attributed to those localities in which Wells Fargo branches on average moved
to neighborhoods with a higher percentage of Hispanic, “Non-White,” or lower-
income people.

As Figure 1 shows, there were 19 more localities in which “Non-white” residents
were adversely impacted than were benefited by Wells Fargo’s branch relocations.

Figure 1 Number of Localities in Which Branch Relocations Resulted in a Change in
the Percentage of Nor-White Residents in the Branch Area, 1996-98

TOTAL
Arizona
California
Colorade
Idaho

New Mexico
Nevada
Oregon
Texas

Utah

Washington

Table 1 presents the number of localities in each state and the “direction” of change
in terms of neighborhoods served by Wells Fargo branches.

According to the data, Wells Fargo closed or sold all branches in 129 localities; and
in 198 localites, Wells Fargo branches (and services) moved away from
neighborhoods with a higher percentage of “Non-white” people. In other words,
these branches served an increasingly White population. In 179 other localities, the
data suggest that the level of service to “Non-white” racial groups increased.



Table 1 Number of Localities with Changes in Branch Demographic Indices,
Non-White Residents as Percent of Total, 1996-1998

Number of Number of Net Number

Localities w/  Number of Localities w/ of Localities

Negative Localities w/ Positive with

Changes No Changes Changes Changes

CA 137 73 119 -18
cO 1 1 -1
ID 2 18 5 3
NM 1 0
NV 4 13 6 2
OR 10 44 14 4
TX 15 16 9 B
UT 4 6 1 -3
WA 1 21 11 0
TOTAL 198 199 179 -19

Wells Fargo’s branch changes also tended to negatively affect Hispanics in a
majority of localities in the ten western states where Wells Fargo had its branches.
As shown in Figure 2, there were 25 more localities in which Hispanic residents
were adverselr impacted than were benefited by Wells Fargo's branch relocactions.

Figure 2 Net Number of Localities in Which Branch Relocations Resulted in 2 Change in
the Percentage of Hispanic Residents in the Branch Area, 1986-1998

TOTAL
Arizona
California
Colorado
Idaho

New Mexico
Nevada
Qregon
Texas

Utah
Washington

T T

-30 -25 -20 -15 -10 -5 0 5

This trend was evident in every state except New Mexico—where there were no
branch closures—and Idaho. Overall, the percentage of Hispanics in the
neighborhoods near branches fell in over 200 localities in which Wells Fargo closed,
sold or relocated branches.



Table 2 Number of Localities with Changes in Branch Demegraphic Indices,
Hispanic Residents as Percent of Total, 1296-1998

Number of Number of Numberof Net Number
Localities wf Localities L.ocalities of Localities

Negative with No with Positive with
Changes Changes Changes Changes

CA 132 73 124 -8
co 1 1

1D 3 18 4 1
NM 1

NV 6 13 4 -2
OR 13 44 11 -2
TX 15 16 9 - -6
Ut 3 6 2 -1
WA, 12 23 8 4
TOTAL 200 201 175 -25

Wells Fargo branches, by and large, also moved away from lower-income neighborhoods.
As shown in Figure 3, there were more instances than not where Wells Fargo’s branches
were relocated to areas with higher per capita income. This trend appeared strongest in
California and Texas.

Figure 3 Met Number of Localities in Which Branch Relocations Resulted in a Change
in the Per Capita Income of the Branch Area, 1996-1298

TOTAL
Arizona
California
Colorado
Idaho

New Mexico
Nevada
Oregon
Texas

Utah

Washington

45 40 35 30 25 20 -15S -0 5 0 S5 10

|-}



Table 3 Number of Localities with Changes in Branch Demographic Indices, Per Capital Income, 1996-98

Number of
Localities

Number of
Localities

Mumber of

With Localities Net Number

Negative With No With Positive  of Localities

State Changes Changes Changes with Changes

AZ 16 6 12 -4
CA 137 76 116 -21
CO 1 1 -1
D 4 18 3 -1
NM 1 0
NV 7 13 3 -4
OR 14 44 10 -4
TX 18 16 6 -12
Ut 2 3] 3 1
WA 7 23 13 6
TOTAL 206 204 166 -40

In sum, the data suggest that Wells Fargo branch closings and openings on average
tended to move the branches of the bank away from Hispanic and non-white
neighborhoods and toward White and higher-income neighborhoods.

impact of Wells Fargo Branch Relocations on Selected Localities

Wells Fargo's strategy of shifting branch locations is consistent with the long-range
trend of banks to shut offices in low-income areas, even as the industry-wide total
number of branches increases. (Avery et al., 1997/ p. 719-20) Selecting 25 localities
as "worst-case" examples, the following table illustrates the changing demographics
of the communities served by Wells Fargo's branches. In every one of the localities
identified in the following table, the indices indicated a decline in the relative level
of service to low-income neighborhoods, Hispanic neighborhoods, and ‘minority’
neighborhoods. The Bank either closed or sold branches in traditionally
underserved neighborhoods, opened branches in neighborhoods with a lower
percentage of these population groups, or shifted its branches toward higher-
mcome, predominantly White neighborhoods.

For example, Wells Fargo reported a net gain in branches in Fort Worth and Dallas,
Texas. But these new branches were in neighborhoods with higher incomes and
lower minority and Hispanic populations than was the average for the Bank in
those localities in previous years.



Table 4 Percent Change In Wells Farge Branch Demographics By Locality

Percent Change Percent Change PercentChange

in Hispanic in Non-white in Per-Capita
City & State Population Population Incorne
Indio, CA -37.84% -26.81% 67.90%
Tiburan, CA -10.37% -25.81% 11125%
Banning, CA -14.58% -15.04% 26.49%
Fort Worth, TX -5.57% -14.66% 48.63%
Claremont, CA -15.43% -14.07% 46.87%
Glendale, AZ -14.35% -10.28% 18.26%
Alameda, CA -751% -10.03% 20.51%
Coronado, CA -10.40% -7.61% 13.94%
Santa Maria, CA -9.19% -7.53% . 1125%
Norwalk, CA 427% -7.16% 6.31%
Dallas, TX -2.19% £.93% 8.85%
Merced, CA -4.35% B.74% 921%
San Clemente, CA -16.15% -5.86% 27.90%
Marina Del Rey, CA 5.31% 5.49% 927%
Santa Clara, CA 6.15% -5.00% 567%
Canoga Park, CA 4.17% 4.24% 10.63%
Pittsburg, CA -2.18% 4.01% 267%
Fullerton, CA 5.18% -3.92% 10.70%
Philomath, OR -1.87% -3.92% 13.55%
Costa Mesa, CA -1.86% -3.84% 10.84%
Marble Falls, TX 4.47% -3.70% 18.50%
Peoria, AZ -6.40% -3.69% 36.98%
Phoenix, AZ -4.03% -2.98% 9.81%
Yuma, AZ -5.50% 277% 0.86%
IMesa, AZ -2.88% -274% 2.04%

The evidence suggests that Wells Fargo branch relocation strategy has not served
members of “minority” groups and low-income people in these localities. These
findings mirror the overall changes in the demographic profile of neighborhoods
served by Wells Fargo branches as seen in the statewide summaries presented in
Tables 1,2, and 3.

Comparative impacts of Wells Fargo’s Branch Closings in Metropolitan and
Nonmeftropolitan Areas '

A similar analysis shows that Wells Fargo is shifting service away from
nonmetropolitan and rural areas - also traditionally underserved areas - as well
The Bank has publicly acknowledged this strategy. In one newspaper report
announcing Wells Fargo's closure of a total of 14 branches in Washington, 26 in
Oregon, 10 in Idaho and 22 in other Western rural areas, Wells Fargo spokesman
Tom Unger explained that “Urban areas provide better growth prospects. We want

| |



to offer a complete network of services in our locations - but that was not possible in
rural communities where there are simply not enough people.” (Tucker, 1997)

The following table illustrates this trend, summarizing by state and by year, the
location of Wells Fargo branches in metropolitan and nonmetropolitan areas. To
measure the impact of branch closings in metropolitan versus non-metropolitan
areas, each branch was matched to its respective “Metropolitan Area” boundaries
as defined by the Office of Management and Budget. Branches were then grouped
into two categories: “metropolitan” and “non-metropolitan,” depending upon
whether they were inside or outside metropolitan areas.

Branch data reported by Wells Fargo show a disproportionate decline in the relative
share of branches in nonmetropolitan areas.

For example, in California, Wells Fargo closed or sold ten percent of its branches
between Junie 30, 1996 and March 1998, but the decline in the number of branches
was 36% in nonmetropolitan areas and only 9% in metro areas. In Nevada, this
trend is even more stark: Wells Fargo increased its metropolitan branches by 29%
while its nonmetropolitan branches declined by 5%.

Table 5 Changes in the Distribution of Wells Fargo Branches, Statewide
and by Metropolitan and Non-Metropofitan Areas

Change in the Change in  Change in non-

Total Number of Metropolitan Metropolitan

State Branches Branches Branches
Arizona 24% 30% 5%
California -10% 9% . -36%
Colorado 50% 50% 0%
Idaho 0% 0% 0%
Nevada 20% 2% -5%
New Mexico 0% 0% 0%
Oregon -22% -13% -38%
Texas 17% 21% -33%
Utah -18% 0% 67%
Washington 57% -53% -81%

Wells Fargo’s Performance in Meeting Credit Needs

Independent of the number and location of a bank’s branches, the “bottom line” test
of a bank’s community lending performance is the level and pattern of its lending
within its communities.

Under the CRA, regulators evaluate the overall performance of banks in making
home mortgage, small business, small farm, and consumer loans based on the
geographic distribution of loans to borrowers of different incomes. The so-called
‘lending test’ evaluates an institution’s consumer lending portfolio, its mortgage
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lending, small business and small farm lending, lending for affordable housing and
community development, and investments and other activities that might be
argued to promote community development.

The test evaluates the geographic distribution of those loans, including the number
and amount of loans to low-income areas; the characteristics of borrowers; the
number and amount of community development loans; and, the use of innovative
or flexible Jending practices.

Notably absent from Wells Fargo's lending activities is home mortgage lending. The
Bank left the home mortgage business in 1995, citing falling margins. The Bank
continues to make home equity loans, which were not studied in this report.

In addition to the array of lending services offered, an inistitution’s evaluation is to
consider the relative volume of lending to its assessment area. An institution’s
lending patterns “should not exhibit conspicuous gaps,” unless they can be
explained by a lack of willing borrowers. (1995, 22165}

Wells Fargo’s Self-Assigned Assessment Area is Highly Irregular, Appears to
Arbitrarily Exclude Nearby Areas and Include Distant Ones, and May Overstate its
Community Lending Performance

A bank’s “focus on serving its local community” is measured by the institution’s
lending to its assessment area — the self-designated, geographic area which
encompasses the location of an institution’s branches, loan offices, and deposit-
taking automated telier machines. (1995 CRA regulations, p. 22165, 22171)

The CRA regulations state that an assessment area “should include the geographies
in which a bank has its offices and deposit-taking ATMs, as well as the surrounding
geographies in which the bank has originated or purchased a substantial portion of
its loans.” (page 22184}

CRA regulations encourage institutions “to draw [their] assessment area broadly
enough to allow the dispersion of [their] lending and the distribution of [their] loans
among geographies of different income levels.” (ibid.)

However, Wells Fargo's designated service area appears highly irregular. The
apparently arbitrary exclusion of census tracts from its service area — including
those within normal market areas of branches — may signify that the Bank is
excluding commurities with lower incomes and higher percent minority
populations from its services areas.

Under the “lending test,” an institution’s lending pattern should not “exhibit
conspicuous gaps that are not adequately explained by the “performance context’ —
a hypothetically “pure’ business or market-driven decision.” The law prohibits
banks from “arbitrarily excluding low- or moderate-income geographies.” (page
22171)
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Wells Fargo identified 13,641 census tracts in ten western states as its primary
service area. As the following map indicates, Wells Fargo designated all of
California, Arizona, Nevada, and Oregon as within its prirary service area. The
Bank's coverage of census tracts in Washingion, Idaho, Utah, Colorado, New
Mexico, and Texas was less complete.

Figure 4 Percentage of Census Tracts in Wells Fargo's Service Area, by County

% Mot in Service Area
| LI

N swa

R 45082

&0 10

[ sorm:

A principal question is whether this service area reflects the Bank's actual

geography of deposit-taking fadlities and lending or whether the designated
service area “arbitrarily” excludes any geographies.

According to an October 1997 Federal Reserve paper, 75% of small businesses
obtain their equipment loans within thirty-five miles of their business location.
(Kwast et al., 1997) A similar percentage obtained its lines of credit within eleven
miles of their lending institution. Ninety percent of all small businesses surveyed
obtain their lines of credit at institutions within forty-five miles of their business and
held deposit accounts at branches within fifteen miles of their location. Based on
these findings, it is reasonable to question the exclusion of any census tract within
thirty-five miles of a Wells Fargo branch from the Bank’s assessment area.

There are many census tracts within thirty-five miles of a branch that are excluded
from the Bank’s self-designated service area—and there are many beyond thirty-
five miles from any branch that are incdluded in the Bank’s service area. The
following table reports the number of census tracts within a thirty-five-mile radius
that are excluded from the Bank's reported service area.

12



Table 6 Tracts Adjacent To Branches But Exciuded From Service Area

Nearby Tracts
State Not in Service Area
Colorada 27
Idaho 15
New Mexico 15
Texas 294
Utah 2
Washington 51

One effect of this exclusion is that the Bank’s lending to small businesses and small
farms in these census tracts is not reported in federal disclosure data and is not
normally considered by regulators in evaluating a bank’s CRA performance. If
examiners do not correct the exclusion of these tracts from the Bank’s designated
service area, then they will be excluding lower-income tracts from the Bank’s CRA
performance evaluation, thus inflating the Bank’s CRA rating,

This 3s significant because the roughly 400 census tracts that lie within thirty-five
miles of a branch, but are excluded from the Bank’s service area tended to be lower
in income than areas the nearby tracts that were included in the Bank's designated
service area.

In every state not served in its entirety by the Bank, the census tracts within thirty-
five miles of branches but excluded from the service area tended to have lower
incomes than those census tracts in the designated service area within the same
thirty-five mile radius of a Wells Fargo branch.

Furthermore, in Idaho and New Mexico, these nearby tracts excluded from the
service area had a higher percentage minority population.

The excluded census tracts as a group had a lower than average median family
income when compared to the tracts within the service area in thirty-five counties
out of a total of eighty-six where the Bank designated only a portion of tracts near
branches. The excluded tracts had a higher than average percentage of minority
residents when compared to those within the Bank's service area in thirty-eight
counties.

Again, because the Bank excluded these tracts from its designated service area —
and only the presence or absence of originations are reported at the census tract
level — it is not possible to determine if the bank made any loans to small businesses
or small farms in these tracts. If examiners do not correct the problem, the exclusion
of these lower-income tracts from the Bank’s CRA assessment area could lead to an
inflated CRA evaluation.

13
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Wells Fargo’s Small Business and Small Farm Loans in 1995

Small-business lending is soaring, according to a recent Small Business
Administration study—especially at the low end of the business revenue scale.
“Banks are making it very easy to get credit,” said Jere Glover, the agency’s chief
counsel for advocacy.

In the year ended last June 30, the latest period for which call-report data are
available, the number of small-business bank loans with outstandings of less than
$1 million jumped 23.6%, the SBA found. (American Banker, 1998) Bankers have
become more accustomed to evaluating small-business loans, and have reduced the
time it takes to win credit approval from two weeks to a few hours. These changes
have spurred under-$100,000 lending, Mr. Glover said.

Wells has touted its growth in small business lending. According to the Bank's 1997
annual report, a combined sales strategy of direct mail solictation and 140
commercial loan officers produced a growth in total loan outstandings of 20%
during the year from $4.9 billion fo $6.0 billion. Press reports have been equally
approving: “From virtually nothing four years ago Wells Fargo's small business
loans last year grew 22%, to $6 billion, spread among 300,000 borrowers. Work that
once required thousands of clerks and loan officers can now be done by PCs
equipped with . . . borrower profiling software.” {(Lubove, 1998)

Borrower profiling, also known as credit scoring, is a controversial method of
reducing the costs of loan originations. While substituting computer algorithms for
loan officers may be an effective strategy for big banks to cut costs, several studies

suggest that these types of practices may not be favorable for small business in
general.

In 1995, the National Federation of Independent Business found that 25% of small-
business owners had been customers of a merged bank. Of these, 34 percent
experienced some disadvantages. Just 7 percent said the merger was positive for
their business. And 13 percent were so put out that they changed banks. Allen
Berger of the Federal Reserve Board agrees that when larger banks merge, the result
is generally fewer loans to small businesses. (1998d)

As the analysis below shows, Wells’ high-tech marketing techniques did not serve
low-income areas equally.

In 1996, Wells Fargo, NA ranked third nationally in the total number of small
business loan originations and purchases. And it was nationally the number one
lender in terms of the number of originations and purchases of small business loans
between $100,000 and $250,000 and for small business loans in amounts greater
than $250,000. But for loans of below $100,000, Wells Fargo ranked third nationally.
And the data further show that in pursuing its place on the national scene, Wells
Fargo may be neglecting the credit needs of its own service areas and low-income
areas.
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Wells Fargo's National Lending Strategy

Although Wells Fargo gets its deposits from localities in only ten western states, The
Bank’s small business lending is nationwide. In 1996, Wells Fargo reported
originations and purchases of loans to small businesses in all fifty states and the
District of Columbia.

The following map best presents this national pattern of lending. This map presents
the rumber of small business originations as a rate to the number of small
businesses in a state, as reported by the 1996 Census of county business patterns.

Figure 5 Wells Fargo's 1996 Smal Business Loans Per 100 Small Businesses

As presented in Figure 2, Wells Fargo's lending rate to small businesses was highest
in California (728 loans per 100 businesses), Nevada (5.23), Oregon (5.14) and
Arizona (4.35). However, the Bank also reported large numbers of originations and
loan purchases in Texas (6468); New York State (4,168); Florida (3,941); and
Washington State (3,818).

As the Joan origination data show, the Bank is using cost-saving national marketing
strategies - such as Internet applications, “credit scoring,” and cold-contact letters —
for its smaller business loan products. In the District of Columbia and forty other
states, more than 99% of Wells Fargo’s reported originations were below $100,000.
These small business loans averaged about $25,000. The nine states where small
business originations were not mainly limited to the $100,000 limit were in Wells
Fargo's primary service area. The one state in the Bank's service area that was an
exception to this pattern was New Mexico, where Wells Fargo originated only three
small business or small farm loans in excess of $100,000.3

* See Table A2 in Appendix for a listing of Wells Fargo Small Business and Small Farm Lending for selected
states.
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Wells Fargo’s high-tech approach to lending may make it less able to meet its
obligations under the CRA. Wells’ own lending data show that the Bank has not
been successful in reaching lower-income areas. And although recent articles
described a new $1 billion commitment by Wells to Black-owned small businesses,
the only avenue reported was a web address. (Business Briefs, 1998) As federal data
show large racial and income disparities in the access to computers and the Internet
(Bridis, 1998; Kinney, 1995), it seems unlikely that this new commitment will assist
Wells Fargo in complying with CRA.

Percentage of Wells Fargo's Lending within its Assessment Area

Wells Fargo's national strategy for small business lending also casts into doubt its
commitment to its primary service areas: those communities from which it takes its
deposits. In this respect, Wells Fargo ranks 181st out of the largest 200 lenders in its
level of lending committed to its primary service areas. These top 200 lenders on
average reinvested 84% of loans in their respective primary service areas, compared
with Wells Fargo’s reported 68% reinvestment.

The Bank did an especially poor job of focusing its lending in its assessment areas in
Texas, Colorado, and New Mexico - where its assessment areas encompassed less
than the entire state. As shown below, this pattern generally holds tme regardless of
the size of the loan.

Tabie 7 Wells Fargo Assessment Area Lending as Percent of its Total Lending

Pe & A 03 Pe = 3 Parce

O x Q Qd * e 0

Washington 92.98% 95.27% 92.63% 97.83% 86.69%
Utah 92.95% 96.11% 92.48% 93.75% 100.00%
Idaho 88.48% 93.10% 87.72% 94.74% 97.30%
Texas 79.53% 87.04% 78.43% 96.88% 92.79%
Colorado 53.34% 6723% 52.18% 87.50% 78.57%
New Mexico 17.58% 18.26% 17.45% 100.00% NA

Overall, California was the main exporter of capital due to Wells Fargo's dispersed
lending strategy. As the following table demonstrates, California supplied 73% of
the Bank’s deposits, but received only 49% of the total loans and 59% of the total
dollar amount of small business lending by the Bank. Other net exporters were
Nevada, Texas and Arizona.
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Table 8 Distribution Of Wells Fargo's Deposits And Lending By State

Depo
000

Arizona $4,809,164 6.50% 3.98% 421% 3.96% 3.88% 4.10% 4.26%
Califomia $54,167,898| 7323%| 48.54% 58.83% 78.15% 78.38% 74.53% 72.75%
Idaho $579,793 0.78% 1.00% 1.28% 1.81% 1.80% 1.46% 1.40%
Nevada $2,683,773 3.63% 1.77% 1.90% 1.9%% 2.04% 1.76% 1.84%
New Mexico $86,408 0.12% 0.57% 0.32% 0.04% 0.04% 0.03% 0.02%
Oregon $3,223,628 4.36% 4.53% 4.84% 4.94% 4.74% 5.07% 5.26%
Texas $5.056.101 6.84% 581% 6.35% 4.60% 4.56% 8.31% 711%
Utah $5642,663 0.87% 0.87% 1.17% 1.10% 1.17% 1.46% 1.58%
Washington $2,369,993 3.20% 351% 4.14% 3.27% 3.13% 5.04% 551%

Wells Fargo’s Market Share by income level of Small Business and Small Farm

Loans

As stated above, lending institutions have a basic obligation to help meet the credit
needs of thefr community. The CRA obliges banks to ensure that their lending and
services do not exclude geographies or population groups.

The following analysis compares Wells Fargo's lending with that of other
institutions to traditionally underserved geographies and population groups. It uses
the basic principle that good performance in serving an entire market area should
be matched by a similar performance by that institution in reaching underserved
communities. In other words, an bank’s market share in traditionally underserved
submarkets should match its market share in the market as a whole.

1t is both a strength and a weakness of this analysis that institutions are compared to
their peers for a measurement of their performance. A market share analysis like
the following incorporates this shortcoming: if lenders are compared only to their
peers, then the measure of their performance will be biased by the performance of
the group as a whole. Readers should be aware of this shortcoming in the following
analysis. Thus, if banks overall are underserving particular groups, then a single
bank'’s lackluster performance will appear, subjectively, average.

By the same token, while an institution may claim that disparities in its lending
across social categories are the result of market forces beyond its control, that
argument is less successful when it can be shown that other lenders have found
ways to better meet the credit needs of those markets.

Areas with Abnormally Low Penetration by Wells Fargo

This section of the report discusses Wells Fargo's performance compared to other
institutions in making small business and small farm loans to lower-income
populations. In the following analysis, all lending was aggregated by categories of
census tracts within a county —tracts with median family income below 80% of area
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median as ‘lower-income” tracts and tracts with median family income greater than
80% of area median as ‘higher-income’ tract. Wells Fargo's performance, expressed
as market share-in reaching those tracts with its loan products, was measured
against the performance of other reporting lenders.

The data show that Wells Fargo failed to match its competitors in serving lower-
income populations in 69% of the counties where it made loans. Thus, although the
ability of a lender to reach traditionally underserved areas is at the core of the CRA,
in the vast majority of counties, Wells Fargo failed to reach lower-income
populations with its small business and small farm loans. In only five states—NM,
NJ, CT, MA, AK~—and the District of Columbia did the number of counties well-
served by Wells Fargo exceed the number of counties in which the Bank failed to
adequately serve lower-income areas.

In twenty-eight other states, the number of counties with underserved lower-
income areas outnumbered the number of counties with well-served lower-income
areas by a ratio of more than two to one. The following map describes this
distribution of counties within the continental United States.

Figure 6 Areas Where Wells Fargo Serves Lower-income Areas Relativety Better than Higher Income
Areas, Percent of Counties with Lower Income Areas Better Served

Although Wells Fargo’s lower-income lending was somewhat stronger in its most
important counties in terms of the number of originations, it did only a slightly
better job overall of reaching lower-income populations in the ten western states
from which it takes its deposits.4

Out of 514 counties where the Bank made small business or small farm loans in
these ten western states, its market share in lower-income census tracts was lower

* See Table A3 in Appendix for a detailed breakdown of Wells Fargo's comparative market share by income levet
in its iargest markets.
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than its market share in higher-income census tracts in 327 counties (64%). Outside
of these states, Wells Fargo’s performance was even worse. The Bank’s market share
in lower-income tracts was lower than its market share in higher-income census
tracts in 71% of the counties.

Figure 7 Wells Fargo’s Market Share in Lower-Income Tracts as a Percent of its Market Share In
Higher-Income Tracts
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Like all lending institutions, Wells Fargo has a basic obligation to help meet the
credit needs of its communities. The current wave of consolidation underway in the
financial services industry makes it more important than ever to ensure that no
neighborhoods or segments of the population are excluded from access to lending
or finandial services.

However, Wells Fargo’s acquisition of First Interstate Bancorp, rather than enabling
the Bank to improve its services and lending to traditionally underserved groups,
appears to have made matters worse.

The data in this analysis suggest that in a majority of localities where the Bank had
its branches, Wells Fargo branches actually moved away from “Non-White,”
Hispanic, or lower income neighborhoods and away from nonmetropolitan and
rural areas.
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In relative terms, Wells Fargo failed to match its competitors in serving lower-
income populations in an astounding 69% of the counties where it made loans.
There are also a number of questions raised by the irregularity of the Bank’s self-
designated service area, which may inaccurately portray the scope of its lending
and may perhaps skew its CRA evaluation.

These findings raise questions about Wells Fargo’s compliance with the
Commumity Reinvestment Act and the adequacy of the Bank's much publicized
“$45 billion” CRA commitment in relation to the communities in which it does
business. Examiners who are currently evaluating the Bank’s past performance—
and considering its application to merge with Norwest Bancorp — should intensify
their oversight of the Bank’s lending and branch closures.

Finally, the findings also suggest that strengthened oversight and enforcement of
the CRA will be necessary to ensure that people of color, low-income people and
people living in rural areas have access to financial services.
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Sources of Information

The statistical information used in this study is from several sources. These include
the Bank's small business and small farm data reported under the CRA small
business and small farm disclosure requirements, and OCC and CRA evaluations.
The small business and small farm lending data are for 1996, which was the first
and is currently the only year for which these data have been published by federal
regulatory agencies. The branch location and deposit amounts data used in this
report are from June 30, 1996 and June 30, 1997 FDIC reports. The list of current
branches from the FDIC was current through March 1998. Census demographic
data are from the 1990 Census. The location of small businesses is from the 1995
County Business Patterns report, also published by the Bureau of the Census.

The branch location analysis in this study compares branch demographic
information from two different government databases and therefore should be used
with care. One is the FDIC's "Institutions and Branch Office" database. Another is
the "Summary of Deposits" database managed jointly by the FDIC and OTS.
Unfortunately, there are very limited comprehensive, historical branch location data
available to the public. The information in the different federal databases does not
strictly coincide. Information about Wells Fargo branches in 199 and 1997 came
from the "Summary of Deposits" database, while the March 1998 data came from
the "Institutions and Branch Offices" database. There may be some error in the
findings due to this discrepancy in the data sources. (The Bank itself declined direct
requests for its branch location data in a machine-readable format.)

According to the FDIC's annual Summary of Deposits, between June 30, 1996 and
June 30, 1997, the number of depository branches at Wells Fargo decreased from
1,922 t0 1417, or a dedine of 26 percent. Deposits in all Wells Fargo branches
declined by $12 billion over that period, or 15%.

California had the largest number of branches closed or sold: 411 out of a total of
505 closed or sold during the year between June 1996 and 1997. The trends
described in this report cover the period between June 1996 and March 1998.

Because the 1998 data more are comprehensive, the 1998 data should not
underreport any branches in “minority" and lower-income neighborhoods.
California and Washington together accounted for most of the decline in Bank
deposits. Wells Fargo reported a $3.3 billion decline in California deposits (6%
decline over the year) and a $3.6 billion decline (61%) in Washington. The California
decline represented 27% of the corporate total, and the Washington decline in
deposits was 29% of the loss that year. California contributes 79% of the deposits of
the bank, and Washington contributes 3%. Eighty-one percent of the depository
branches closed or sold by Wells Fargo between June 1996 and June 1997 were in
California.
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The general concept of a metropolitan area (MSA) is one of a large population nucleus,
together with adjacent communities that have a high degree of economic and social
integration with that nucleus. Some MSA's are defined around two or more nuclei.

The MSA cdlassification is a statistical standard, developed for use by Federal agendies in
the production, analysis, and publication of data on MSA's. The MSA's are designated
and defined by the Federal Office of Management and Budget, following a set of official
published standards. The Interagency Federal Executive Comumittee developed these
standards on Metropolitan Statistical Areas, with the aimn of producing definitions that are
as consistent as possible for all MSA's nationwide.

Each MSA must contain either a place with a minimmum population of 50,000 or a Census
Bureau-defined urbanized area and a total MSA population of at least 100,000 (75,000 in
New England). An MSA comprises one or more central counties. An MSA also may
inciude one or more outlying counties that have close economic and social relationships
with the central county. An outlying county must have a specified level of commmting to
the central counties and also must meet certain standards regarding metropolitan
character, such as population density, urban population, and population growth. The
metropolitan and nonmetropolitan classification cuts across the other hierarchies; for
example, there is generally both urban and rural territory within both metropolitan and
nonmetropolitan areas.

Census fracts are small, relatively permanent statistical subdjvisions of a county. Census
tracts are delineated for all Metropolitan Statistical Areas (MSA's) and other densely
populated counties by local census statistical areas committees following Census Bureau
guidelines (more than 3,000 census tracts have been established in 221 counties outside
MSA's). Census fracts usually have between 2,500 and 8,000 persons and, when first
delineated, are designed fo be homogeneous with respect to population characteristics,
economic status, and living conditions. Census tracts do not cross county boundaries.
The spatial size of census tracts varies widely depending on the density of settlemnent.
Census tract boundaries are delineated with the intention of being maintained over a long
time so that statistical comparisons can be made from census to census. However,
physical changes in street patterns caused by highway construction, new development,
etc., may require occasional revisions; census tracts occasionally are split due to large
population growth, or combined as a result of substantial population decline.

Income levels in this study are based on the 1990 census MSA median family income for
activities in the state’s metropolitan areas and on the 1990 statewide median family
income for activities outside MSAs. Income levels reported with small business and small
farm loans are provided by the Federal Finandial Institutions Examination Council. For
this study, very low-income is 50% or less of the area median family income; low-income
is between 50% and 80% of the area median family income; moderate income is between
80% and 120% of the area median; and, upper income are those incomes beyond 120% of
the area median. For the small business and small farm lending analysis, “Tower-income”
census tracts are those with incomes below 80% of the area median, and “higher-income”
census tracts are those with income levels above 80% of the area median.
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Appendix

Table 8 Number of Localities with All Wells Fargo Branches Closed or Sold, 1996-98

All Branch(es)
State Closed or Sold

AZ 12
CA 68
CO

10

NM

NV

OR 25
TX 5
uT 5
WA 14
TOTAL 129

Table 10 Statewide Small Business and Small Farm Lending by Wells Fargo in (296

Loans to Amount to
Businesses Businesses

Loan with with  Number of

Amount Revenues Rev enues Small

Armount Under Under Under Businesses

Loans ($1,000s}) $100K $1Million $1Million  in the State
Califomnia 53,606| $2,930,768| 47.638]$1,153,33 40,944 $1.817173 736,789} 728
Texas 6463 $327.259| 6,036| $172,787 3413 $128,077 436,830| 148
Oregon 4,791 $232,842| 4448 $120,117 2,951 $104,513 93,254| 5.14
Arzona 4317 $200,128| 4.042| $111,087 2,774 $94,221 99,304 4.35
New York 4,168 $115,169| 4,168| $115,169 2,392 $57,732 465,589| 0.90
Florida 3,941 $107,545] 3,939| $106,977 2215 $51,189 384,448 1.00
Washington 3818 $202,253{ 3,529 $95,001 2,306 $93.646 151,608) 2.52
New Jersey 1,988 $54.940] 1,.988] $54,940 1,164 $27,692 220,267| 0.90
Nevada 1,938 $94,602| 1,794 $49,569 1,234 $44 991 37.030| 523
Pennsylvania 1,851 $47,002| 1,851 847,002 1,106 $24.716 282.835| 085
lincis 1,621 $41,613] 1620] $41,365 1,024 $23615 292665| 0.55
Massachusetts 1,524 $41,698] 1,523 $41.223 870 $20,325 189,747 0.95
Ohic 1,453 $36426] 1452 $36,.276 882 $19.222 262,790 0.55
Coloraxdo 1,361 $54,644| 1.309] $34.235 813 $26,951 117.838{ 1.15
Michigan 1,351 $34,183| 1,351] $34,183 824 $17.826 224963| 0.60

Note: the smalk business and small farm lending rate is the number of Wells Fargo loans as a ratio to every one hundred
businesses in & state.



Table 11 Wells Fargo's Comparative Market Share By Income Level In lts Biggest Markets

Share of Share in Lower-
Loans in Income tracts as

Lower- Percent of share in

Amount Income Higher<ncome
Loans (51,000s}) tracts tracts
LOS ANGELES CA 14,385] $755,807 17.33% 102.35%
ORANGE CA 5,796] $351,637 22.28% 111.26%
SAN DIEGO CA 4,596| $198,370 21.97% 97.81%
SANTA CLARA CA 3,667| $206,964 21.62% 87.02%
SAN FRANCISCO CA 3,069| $175,375 31.14% 100.61%
ALAMEDA CA 3,004 $231,156 28.84% 112.00%
MARICOPA AZ 2,729| $140,018 11.54% 104.22%
SACRAMENTO CA 2,197] $113.010 25.70% . 94.71%
SAN MATEO CA 2,077] $111,003 28.32% 91.76%
HARRIS TX 2,056] $142,699 5.82% 92.84%
CONTRA COSTACA 1483] $76.735 2217% 100.37%
KING WA 1,468] $85,014 7.34% 92.80%
RIVERSIDE CA 1,361} $69,741 16.92% 100.52%
SAN BERNARDINO CA 1,208] $72667 15% 94.41%
MULTNOMAH OR 1,211] $73,012 13.46% 111.34%
VENTURA CA 1,085 $60,111 21.71% 111.55%
CLARK NV 1,030 $51.712 10.51% 96.71%
DALLAS TX 985| 946,893 517% 113.88%
FRESNO CA 955| $81,771 16.12% 100.86%
DADE FL 951 327,178
NEW YORK NY 942| $27,384
KERN CA 914} $64,887 21.66% 109.32%
MARIN CA 811f $40,847 20.75% 85.92%
COOK IL 801} $20,701
SONOMA CA 786F  $43,007 17.70% 88.46%




Black State Employees Association of Texas
Community Development Corporation, Inc.

SEPTEMBER 10, 1998

$1.5 BILLION
SOUTHERN DALLAS COMMITMENT ANNOUNCED BY
NINE MAJOR FINANCIAL INSTITUTIONS

CHASE BANK OF TEXAS, BANK UNITED, GUARANTY FEDERAL BANK, COMERICA
BANK, SAVINGS OF AMERICA, WELLS FARGO, COMPASS BANK, BANK ONE
TEXAS, NATIONSBANK (SEPERATE $500 MILLION COMMITMENT).

ALL NINE BANKS RECEIVED INVITATIONS TO MAKE THEIR PRESENTATION.

MEETING AGENDA:

1) MEETING CALLED TO ORDER/OPENING COMMENTS: DARREN L. REAGAN
’ CHAIRMAN/CEO

2) INTRODUCTION OF GUESTS: DARREN L. REAGAN, CHAIRMAN/CEO
3) PURPOSE OF BRIEFING: ALLEN MCGILL, PRESIDENT.

4) BANK PRESENTATIONS: IN ORDER AS LISTED ABOVE.
AREAS OF SPECIAL INTEREST FOR DISCUSSION INCLUDE:

A) THE BANK'’S PLANS FOR MEETING AND/OR EXCEEDING ITS
COMMITMENT.

B) THE BANK'S CONTRIBUTION AND PARTICIPATION IN AN EQUITY
FUND DESIGNATED FOR ECONOMIC DEVELOPMENT AND HOUSING
PROJECTS IN SOUTHERN DALLAS.

C) THE BANK PROVIDING PRE DEVELOPMENT FUNDING FOR ECONOMIC
DEVELOPMENT AND HOUSING PROJECTS IN SOUTHERN DALLAS.

* QUESTIONS, ANSWERS AND COMMENTS WILL BE TAKEN AFTER EACH
INDIVIDUAL BANK PRESENTATION.

5} COMMUNITY ORGANIZATIONS PLANNED PROJECTS/ BUSINESS OWNERS
PRESENTATIONS, AND OTHER COMMUNITY NEEDS ASSESSMENTS.

6) CLOSING COMMENTS/FOLLOW UP PLANS: DARREN L. REAGAN,
CHAIRMAN/CEO AND ALLEN MCGILL, PRESIDENT.

“MAKING THE VISION A REALITY”
P.0O, Box 763773*Dallas, Texas 75376*(214) 339-7700*Fax (214) 331-9906



Black State Employees Association of Texas
Community Development Corporation, Inc.

THE FOLLOWING IS A LIST OF OTHER INVITED BANKS/FINANCIAL
INSTITUTIONS WITH A PRESENCE AND/OR HAS EXPRESSED AN INTEREST IN
DOING BUSINESS IN SOUTHERN DALLAS:

BANK OF AMERICA TEXAS- CONTACT: JIM RICHARDSON~ (214) 758-4658
BANK OF THE SOUTHWEST- CONTACT: LONNIE GOODMAN- (214) 330-3800
FROST NATIONAL BANK- CONTACT: JIM JOHNSON- (214) 860-4901

NORTHERN TRUST BANK OF TEXAS- CONTACT: MARTY WEILAND-
(214) 740-5837

WESTERN BANK & TRUST- CONTACT: MARK HALL- (972) 283-5000

DUNCANVILLE NATIONAL BANK~ CONTACT: CHARLES ACTON~-
(972) 298-7260

STATE BANK OF TEXAS- CONTACT: CHAN PATEL- (972) 253-2000
BANK OF DESOTO- CONTACT: JIMMY MONKRES,lJR.- (972) 780-7777
PROVIDENT BANK- CONTACT: FRITZ HEINKE- (972) 458-0500
MAINBANK-~ CONTACT: MIKE MONTGOMERY- (972) 617-7377

NORWEST BANEK- CONTACT: JANA P. TEIS~ (817) 347-8501
FIDELITY INVESTMENTS- CONTACT: DOUGLAS REED- (972) 5B4-7124

SWISS AVENUE BANK~ CONTACT: CARL SCHIFFER- (214) 824~4760

“MAKING THE VISION A REALITY”
P.0. Box 763773*Dallas, Texas 75376*(214) 339-7700*Fax (214) 331-9906
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CITY OF DALLAS

NEWS RELEASE

Sherrie C. Wilson ¢ Public Information Officer » (21:)670-3322 o Fax (214)670-0160

Eight Major Financial Institutions in Dallas
- Pledge $1 Billion
for Southern Dallas

April 22,1998

Eight major finencial institutions in Dallas have jointy commiued to lend 31 billion in
Southern Dallas over the next five yvears. Building on their previous successful
initiatives, and in recognition_of the potential for development in the southern sector,

these institutions have enterad into this landmark agreement.

“ applaud the City of Dallas and these leading financial institutions for making such a
serious commitment to Southern Dallas. This clearly demonstrates the importance and
value of public/private parinerships in revitalizing our central cites,” said Vice

President Al Gore.

More

OFFICE OF THE CTTY MANAGER  CITY WALL DALLAS. TERAS TAIC!  TELEFHONE 314600-1002



In addition. Secretary of the Treasurv Robert E. Rubin said. I congratulaie the
Dallas financial community for stepping up to this challenge. Access 1o capital 15 the
lifeblood of communities. Working together. we can help to bring all Americans into

the economic mamstream.

Today’s signing evidences the ongoing efforts of the following financial institutions in
the southemn sector: Bank One, Texas N.A.; Bank United; Chase Bank of Texas;
Comerica Bank-Texas: Compass Bank of Texas; Guaranty Federai Bank: Savings

of America. and Wells Fargo Bank (Texas).

“All of Dallas will benefit from this investment in the revitalization and development of
the southern sector,” said U.S. Senator Kay Bail'e}" Hutchison. “I commend the mayor
and the financial institutions for creating this unique parmership. It is an outstanding
example of local, privatc-pt‘xbiic efforts that can make a difference.”

“The major financial institurions of Dallas have Stépped forward to play & significant
role in camrying out the City’s Global Strategy for Expanding Development in
Southern Dalias,” said Dallas Mavor Ron Kirk. “Southem Dallas presents abundant
growth opportunities with its large tracts of developzble land, suong transportation

infrastructure, and documented retail potential.”



These financial institutions hove recogmized the oppormunity to make monev in

Southern Dallas. and have positionaed themselves 1o do so. he said.

With its large. diverse workforce. 2 crime rate that's iower than many U.S. cities. anc%
incentives available through the state enterprise zones and  federal Enterprise .
Communiry, Southern Dalles is poised for growth and development “The opportunities
[ ha;'e encouraged over the vears have come to fruition. I'm delighted that financial
institutions see the value of investing in Southem ﬁallas. Both the financial institutions
and the city ot‘- Dallas will realize great returns.” said U.S. Representative Eddie

Bernice Johnson, 30" District. Southern Dalles.



A Commitment to Southern Dallas

Recognizing the significant role the southern sector plays in the City of Dallas’ economy, the City has commenced
aGlobal Strategy for Expanding Revelopment in Southern Dallas. The multi-faceted Global Strategy inchudes plans
for workforce training/development, business development and job creation, with emphasis on industrial
development; marketing of the unique advantages of the southern sector of the city; and strategies for rotail and
small business development. The City of Dallas is committed to carrying out this plan and is prepared to assign Cify
staff and resources.

The undersigned financial institutions acknowledge the carrent efforts of the City and embrace the goals set forth
in the City’s Glabal Strategy for Ixpanding Development in Southern Dallas. These institutions also understand
the key role they can play as one financing source for development in the southern sector. Using 1996 as a basc year,
these financial institutions have set forth within the context of safe and sound banking practices, a collective goal

of increasing elforts which would result in the funding of $1 billion in loans in the southern sector of Dallas over
five years.

Just as'the Cily recognizes the financial institutions as key partners in the Strategy, the undersigned recognize the

City’s role in generating increased demand for development in the southern sector, In conjunction with the financial
institutions’ goals, the City will provide a forum for communication between the City, local corporate and business
entities, financial institutions, non-profits and community groups. These linkages will allow the Cily to leverage its
resources while stimulating opportunities for growth and investment in the southern sector of the cily.

Executed this 22 day of April, 1998.

City of Dallas
S L .
Bank One, Texas N.A. . Dank United | Chase lank of Texas Comerica Bank - Texas
Compass Bank of Texas ~ Guaranty Federal Bank  Savings of America Wells Faigo Bank (Texas)



A Commitment to Southern Dallas

Bauk Onc, Texas N.A.
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Black State Employees Association of Texas
Community Development Corporation, Inc.

August 31, 1998

Ms. Karen Alnes

Director of Community
Reinvestment Programs

Norwest Corporation

Norwest Center

6th & Marquette

Minneapolis, Minnesota 55479-1011
Via Fax (612)667-4947

Dear Karen;

On behalf of Darren, Lee Alcorn and other coalition members, we appreciated your attendance
and participation in our community discussion concerning the potential affect the merger will
have in this market and on community development projects in this area.

1 was reassured that Norwest and Wells will do everything possible to maintain continuity of
support and funding for our organizations and projects.’

We welcome Norwest to Southern Dallas.
I hope you were able to "see” BSEAT’s "Hampton Road Vision" after the quick tour.

Momentum for investment is building and interest is currently high in southern Dallas. This
new found interest means higher prices for land and the possibility of unwanted development,
in our neighborhoods, unless we are able to control key parcels of land.

In July 1998, the Wall Street Journal in its economic focus section described this new interest
in southern Dallas, "Development is progressing nonetheless. Builders are putting up
moderately prices homes...A few intrepid investors are bargain-hunting for undeveloped land.
Perhaps most telling, major grocery chains are returning to the area with large, well stocked
stores”.

That story was followed by a four day series in the Dallas Morning News on economic
development in southern Dallas. As a result, we expect the price of land to increase, therefore
causing our projects to become more expensive to build and creating the risk BSEAT will not
he able to develop the property in a timely manner.

To facilitate developing a comprehensive approach to Southern Dallas investment, BSEAT is
hosting a forum with the nine financial institutions that announced a 1.5 billion commitment to
southern Dallas to jointly plan a community investment program.

"MAKING THE VISION A REALITY"
P.O. BOX 763773 - DALLAS, TEXAS 75376 - (214) 331-9903 - FAX (214) 331-9906
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8/31/98
Karen Alnes
Norwest

Norwest has been invited to attend the forum.

We wiil be seeking agreement on the following key elements of a comprehensive community
investment program

Bank’s Community Development Corporation

Community Development Financial Institutions

Make a Difference Center

Community Development Lending

Housing Fund

Child Care Center Development Loan Program
. Neighborhood Development Group

Small Business Investment Company

We hope you will support this community investment program that is designed, "to get at it.”

Specifically, we need Norwest’s financial assistance to bring key parcels under our control and
Norwest participation in BSEAT’s pre-development and equity needs.

Additionally, we urge you to place our request for a branch in the West Cliff Shopping Plaza
on the fast track and to give Ms. Gail Terrell a call at (214)374-5775 with some feedback as
soon as possible.

I am looking forward to meeting your Texas team on September 2nd, and to getting your
thoughts on the issues we have raised.

My number is (214)374-5775. Please call if I can provide you with any additional
information.

Sincerely,

Al

Allen McGill

"MAKING THE VISION A REALITY"
P.O. BOX 763773 - DALLAS, TEXAS 75376 - (214) 331-9903 - FAX (214) 331-9906
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Black State Employees Association of Texas, Inc.

DR. DARREN L. REAGAN
Chairman/CEQ ’

ALLEN McGILL September 17, 1998

President
Vice Chairman

GAIL TERRELL
Executive Secretary

LINDA WILKINS
Executive Treasurer

Federal Reserve Bank

of Minneapolis

90 Hennepin Avenue

Post Office Box 291

Minneapolis, Minnesota 55480-2091

Re: Testimony, Norwest Corporation/Wells Fargo & Company
Proposed Merger

Good Afternoon. My name is Allen McGill, I am the President of the Black State
Employees Association of Texas, Inc.(BSEAT). BSEAT’s Chief Executive Officer,
Mr. Darren Reagan will be testifying also.

BSEAT supports the planned merger between Norwest Corporation and Weils Fargo &
Company.

BSEAT has had a long and valued relationship first, with Linnet Deily then with First
Interstate (a Wells Fargo acquisition) and later with Karen Wegmann and Byron Reed
of Wells Fargo.

During similar hearings and smaller group meetings, Wells Fargo assured the
Association and its coalition members that it would honor and significantly expand any
commitments made by First Interstate to organizations in the Texas market.

BSEAT was very concerned, as it is now, as to how the merger would affect existing
branches and employees, particularly African American employees.

Of particular concern, was the branch in Southeast Oak Cliff, Dallas, Texas. In 1992,
in an area 38 square miles, with a population of 108,000, 90% African American, with
a medium income of $31,000, the community did not have a bank. BSEAT, lead by
the efforts of Mr. Reagan, successfully sold the community as a profitable location.

Wells Fargo said the branch would not be closed...they have kept their word.

"CONTINUQOUS PROGRESSIVE CLIMB FOR JUSTICE AND EQUALITY”

P.O. Box 763773*Dallas, Texas 75376* (214) 339-7700*Fax (214) 339-7704



September 17, 1998

Page Two

Federal Reserve Bank

of Minneapolis

Re: Testimony, Norwest Corporation/Wells Fargo & Company

However, BSEAT is concerned about the investment and loan strategy for the Texas
markets. BSEAT and its coalition partners have emphasized the need to create an
investment and lending model that will address the capital needs in Texas low and
moderate income neighborhoods.

During a series of public forums and small group meetings BSEAT and its coalition
partners outlined the following elements of a comprehensive neighborhood investment

plan:

the creation of a bank community development corporation

set aside a percentage of earnings to invest in community development financial
institutions
invest in a small business investment company

&

create a below market interest rate mortgage pool

create a commercial/retail equity fund

W Mmoo

take the leadership in developing public and private local partnerships willing to
provide technical assistance to developers of commercial/retail projects.

BSEAT and its coalition partners strongly recommend the creation of a streamlined
process for providing financial support for pre-development and equity needs.

The Federal Reserve System’s own studies and our anecdotal experience indicate our
neighborhoods will continue their marginal existence unless financial institutions and
regulators are willing to direct funds into an organization’s pre-development and equity
needs.

The combined institutions indicated in its filing, a bank CDC will be formed. We urge
the combined institutions to allocate a larger proportion of its initial funding, than

presently indicated, to commercial/retail development. And particularly to funding
equity and pre-development needs to support these projects.

"CONTINUGUS PROGRESSIVE CLIMB FOR JUSTICE AND EQUALITY"

P.0. Box 763773*Dallas, Texas 75376* (214) 339-7700*Fax (214) 339-7704

k..



September 17, 1998

Page Three

Federal Reserve Bank

of Minneapolis

Re: Testimony, Norwest Corporation/Wells Fargo & Company

We appreciate this opportunity to address some of the Texas market community
concerns as this merger is being considered.

Sincerely,

Allep McGill
President

Attachments:
August 31, 1998 letter to Karen Wegmann

August 31, 1998 letter to Karen Alnes
September 10, 1998 BSEAT Agenda from Public Forum

"CONTINUOUS PROGRESSIVE CLIMB FOR JUSTICE AND EQUALITY”

P.O. Box 763773*Dallas, Texas 75376* (214) 339-7700+*Fax (214) 339-7704



Black State Employees Association of Texas
Community Development Corporation, Inc.

August 31, 1998

Ms. Karen Wegmann

Executive Vice President

Wells Fargo Bank

394 Pacific Avenue

3rd Floor

San Francisco, California 94163
Via Fax (415)397-2987

Dear Karen;

On behalf of Darren, Lee Alcorn and other coalition members, we appreciated your attendance
and participation in our community discussion of the potential affect the merger will have in
this market and on our organizations’ community development projects and funding.

We were reassured that continuity will be maintained with funding and projects as the merger
progresses.

We were glad to show you BSEAT's "Hampton Road Vision”, the residential project is in the
presentation stage, and as you know the retail center’s loan closing should happen within 45
days. The project materials for both projects have been sent to Byron.

Karen, as the merger process unfolds, BSEAT is requesting your support for Phase Il of it’s
"Hampton Road Vision”. Pre-development and equity funds are BSEAT’s critical needs for
the project. BSEAT has invited the nine banks that made the 1.5 billion dollar commitment to
southern Dallas, to discuss plans for getting the dollars out on the street and to put our
projects in the pipeline. Byron has indicated, he will be able to attend the forum representing
the bank.

We will be encouraging the participating institutions to agree to some key elements of a
comprehensive neighborhood investment plan. We believe those elements should include:

Bank’s Community Development Corporation
Community Development Financial Institutions
Make a Difference Center

Community Development Lending

Housing Fund

Child Care Center Development Loan Program
Neighborhood Development Group

Small Business Investment Company

"MAKING THE VISION A REALITY"
P.O. BOX 763773 - DALLAS, TEXAS 75376 - (214) 331-9903 - FAX (214) 331-9906
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8/31/98

Karen Wegmann
Wells Fargo Bank

In addition, we have invited state and local public officials, neighborhood based organizations,
business persons, and Jim Reid, Southern Dallas Development Corporation(SDDC) to
participate in these discussions.

I thank you for giving Byron the support he needs, so that he was able to respond to our
request to attend promptly. I am also requesting your support and the bank’s investment in
the neighborhood investment program. My number is (214)374-5775, if there is any
additional I can provide.

Sincerely, |

Allen

Allen McGill

"MAKING THE VISION A REALITY"
P.O. BOX 763773 - DALLAS, TEXAS 75376 - (214) 331-9903 - FAX (214) 331-9906



8. According to the application, a new national COC will be created after the merger.
Please describe this proposal in detail, including, but not limited to, whether this CDC
will be a non-profit organization or a bank, when the CDC will be created and become
operational, where it will be located, what its focus will be and in what markets it will
operate.

The combined organization will seek to form a Community Development Corporation at
the holding company level after the proposed merger is completed to engage in general
community development activities. Although plans are not complete, as envisioned at
this time, the CDC will be a for-profit subsidiary of the holding company. It will serve
our banking markets in the 21 states where the combined company has depository
institutions which are subject to CRA. We have not yet determined where the COC will
be located.

The proposed CDC will provide short- and longer- term financing for community
development projects, such as 15-30 year financing for multi-family affordable housing,
and other lending which is generally not within our local bank’s scope. The CDC will
also make community development investments in such instruments as Low Income
Housing Tax Credits and purchase exempt housing debt instruments as well as invest
in other secondary community development funds such as the National Equity Fund.
The CDC will provide debt or equity financing for organizations engaged in community
development activities, including constructing affordable housing, financing small and
micro businesses, providing services to low- and moderate-income individuals and
revitalizing low- and moderate-income communities.

The proposed CDC will purchase at fair market value the existing CRA loans and
investments of the various entities of the combined company. The CDC will work to
source, package and structure loans and investments. These loans and investments
will be allocated, by geography, to the various bank entities for CRA examination
purposes. The loan programs will be based on safe and sound lending practices, but
will attempt to reach more potential borrowers by having the flexibility to develop
innovative lending programs.

The proposed CDC will be created as soon as possible after the merger, with a plan to
be operational by second quarter of 1999.

We believe the creation of a CDC will ailow the bank to increase the amount of
community deveiopment lending in all of its states, engage in innovative and flexible
lending, develop new products, and work with affordable housing developers and
technical assistance providers to increase market opportunities for all segments of our
communities.



Tim WATT
PanEL /O

Good afternoon. Thank you very much for the
opportunity to be here and express my views and
those of Twin Cities Neighborhood Housing Services
and our affiliated partners.

For more than 20 years, Twin: Cities NHS has been
Rebuilding the American Dream, one home at a
time. We help low and moderate-income families
purchase a home...by arranging financing for
families who might not qualify or even know how to
get conventional mortgages...by providing home-
buyer education to more than 1,100 first-time home
buyers in 1997 alone...and by rehabilitating
decaying neighborhoods, resulting in revitalized
communities.

Yearly, we also sponsor NeighborWorks Week. A
community beautification program that brings more
than 400 volunteers together in various inner-city
neighborhoods to make their communities better
places to live.

We couldn't do any of it without partners like
Norwest Bank. Our relationship with them goes
back 20 years. Norwest and its predecessors have
been there since the beginning, working with us,
assisting low and moderate-income families.

Norwest plays a significant role in our lending
efforts within the inner city. We work together in



true partnership to provide home ownership
opportunities for families who might otherwise not
qualify for conventional financing.

Norwest also supports us in the form of operating
and program grants. They have already contributed

more than $500,000 to Twin Cities NHS in
operating grants alone.

They also support us with a variety of mortgage and
rehab loan products, designed specifically for our
constituents. These products are necessary for the
success of our mission.

Knowing that grants and loans are decided upon on
a regional and local basis, is very important to us.
We have no concern that philanthropic decision-
making will change with either their headquarters
or their name. Norwest’s corporate-citizen
philosophy and the trust we have in them, based on
our experience, and are enough for us to feel very
comfortable with this merger.

Norwest executives sit on our various boards and
get involved. The corporation itself supports
employee volunteer efforts throughout the year, and
is another sign of being a great corporate partner
and meeting the additional needs of area non-
profits.



To reiterate and conclude, we truly believe this
merger with Wells Fargo will be a good thing.
Bringing Norwest’s corporate-citizen philosophy to
the merged organization will enhance the cultural
differences with Wells that have been talked about.

Because of the leadership roles that it looks like
Norwest will be taking with the merger...because of
the “Outstanding” CRA rating Norwest has
maintained...because of the continuation of regional
and local philanthropic decision-making...and
because of our history with Norwest Corporation, we
strongly support their merger.
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F[RST NATIONS DEVELOPMENT INsmUTE

The Stores Butlding « 11917 Main Sweet « Fredericksburg, VA 22408
(540) 371-5615 » Fax (540) 371-3505

- September 15, 1998.

Mike Catches, Director ,
Rapid City Housing Coalition -
- 2040 W. Main Street, Ste, 209

. Rapid City, SD 57702

fax 605/341' 9939

: Deaer Catches

- ;I am wntmg on hehalf of F1rst Nanons Development Inst:tute to express support for the Rap1d
- City Housing Coalition’s challenge to the proposed merger of Norwest Corporation and Weils
. Fargo &Company. First Nations commends your efforts to bring about change-in the way baoks
-_do business with Indian Country since this is vital to our sbility to act as our own change agents in '
creatmg eConomnic development opportumt:es and growth - L -

- First Nanons has also conducted research spccxﬁc to the needs of Native comnmmhes in the "

~ Plains states for access to credit; investmients and financial services. We have collected responscs

- ‘from 164 Native people from tribes, Native nonprofit organizations and groups from Milmesota, . -
‘Montana, North Dakota, South Dakota, Wyommg, Nevada, Oregon, California and New Mexico.
The findings of this research point to the wide gaps that exist between the needs of Native people

* for lending, credit and banking services and the actual financial and banking services that reach
- out and benefit Native people.. Given the dispatity that exists between the two, and based on our. .

* qualitative research ﬁndmgs, we are submtting testtmony that recommends conditional approval

" of the merger. First Nations’ approvalis conditional on 1) an empirical cormparative study.

.— . of Norwest’s loan denial rates to Natives 2) an-examination of Wells Fargo’s fair lending
©-practices with regard to/Native loan applicants and 3) a commitment to engage in a national

N . dialogue with Native people to 'discuss establishment of an Indian Country specific lending -

agreement. However,.given the weak home lendmg numbers evidenced in the Rapid City area,

- and based on the strength of the argument developed by the Coahtmn and your partners, we
endorse your efforts to challenge this bank merger to 1mpr0ve opportumues for home 1endmg and
financing for Native people in South Dal‘ota. . R : :

- We all know ﬁm:n experience that 8 umﬁed cffort amono 1\Ia‘clvoe people has the potentlal to spark

' change and eradicate nstitutional pattems of discrimination, improve poor and. madequate
services and remove barriers to aocess. We know that better access to fihancial services in Indian
Country hes already been achieved by individual reservation communities through the Commmumity
Reinvestment Act, but we also know that much more must be done for all tribes and Native
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people. We, along with the Rapid City Housing Coalition, the Lakota Fund, UNITY and other
Native partaers, would like to see a specific commitment from Norwest and Wells Fargo that will

spell out how the merged entity will serve Indian Country. It is critical for banks to establish _
working partnerships with tribal representatives in their area, thus we support the establishment of
collaborative efforts to identify and address the unique lending, favestment and development

needs in Indian Country.

. First Nations pledges our support to the Raptd City Housing Coalition, and its partners, in thJS

endeavor to ensure that Native concerns are heard and that financial institutions are responsive to
-American Indlan tribes and commumtles

Srm‘cerely,

:Tj:‘an Black

g Vl(‘e President




MR. GARY LOUDNER, FOUNDER/
PRESIDENT,
BLACK HILLS SATELLITE COMMUNICATIONS--NEWS OF SD
SNAIL MAIL: 2725 West Omaha St.,Rapid City, SD 57702-8143-31
FAX:(please single page,605-341-0675)

Wednesday, 3 September, 1998

(THIS STATEMENT GIVEN TO THE RAPID CITY HOUSING COALIATION)
***1L,ET IT BE KNOWN TO ALL MEN(PERSONS), x%*

I, Mr. Gary L. Loudner, a current Norwest savings depositor(Acccunt
0911--529151,Region Six, Mt. View),has been with Norwest for several
years since 1993 and on two different occasions applied for credit

and most recenth'open*iine of credit with Minneapolis based,Tires Plus.

and was denied both times.

I am a(%-gﬁcgggﬁ%hian gentleman. and collects Social Security Disability

benefits, monthly.

g 55
(**=several hundred dollarsjprequg¢sted)
C/C Norwest Mountain View Manag Richard (?2).
Pete Cappa, Rapid City Main Office Management,

Region Six Management Gary Olson, 101 N Phillips Ave.,
KIrk Deavi, sioux Falls, SD 57104
(ta-b.“.

| |
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L 'To Whom It May Concern

o B feel as 1fI was a number and not a person

o 7 Thls is i regards to Norwest Bank and what I feel thelr pollcy to be

- In years past,’ T was a chent and had Ioans some w1th collateral some with none, which I
always pa1d back on tlme 1nclud1ng each payment

, As years past I caime  to, regard the service: at Norwest less than comfortable I began to

-

- :The last t1me T trled to take out a loan my past payment h15t0ry wasn t éven consrdered
S ;and I felt that I was not treated farrly ' . A :

- '*I have also had dealmgs where I was gwen to understand that mformatlon that I received

L was suppose to have been kept confidenttal 1 beheved at that time that these dealmgs

R - Were not. nght, but could not be proven as it would haVe been consrdered “hearsay” by

o ome and the persons 1nvolved would have denied 1t knowmg that one of them would have
E _*losthls_]ob L S - e : :

o I do not care to do busmeSS w1th someone I don t feel comfortable in’ trustmg or mth
; whom I feel is talkmg down to me or sees me as jl.lSt another number. P '

S

.,‘4S_1nc_ere_ly,' f L




September 11, 1998

To Whom It May Concern:

M y Name is Doree Plume, ] am a Native American Woman living in Rapid City,
South Dakota. I have been banking with Norwest Bank since 1994 here in Rapid
City. I requested a loan for a 1976 Chevrolet Caprice in 1994 and was denied due to
my credit report. At the time of the request I had one item on my credit report in
which I co-signed on a vehicle for an individual, the individual defaulted the loan
and this remained on my credit history as bad credit.

I again requested a car loan in 1995 and in 1996 and was denied both times. 1 have
been working for the same company during the requests for the loans; however, this
was not taken into consideration.

At present my income is $24,000.00 (twenty four thousand a year), and despite my
steady work history and my yearly salary I am still unable to obtain a loan through
my bank. I have paid loans to private leading agencies and paid two vehicles off,
despite my record of being on time with my debts and monthly bills it is not taken
into consideration.

1 personally believe that every effort to show good faith in my history of payments is
futile. I requested yet another loan for consolidation of debts in 1998 and again
denied. This will leave me no choice but to leave Norwest Bank and transfer to

another local bank here in Rapid City.

Sincerely,

Doree Plume

731 Gold Street

Rapid City, South Dakota 57701
(605) 355-9657



; ? | | !
| | _

. ' | ) i




September 10, 1998

To Whom It May Concern:

My pame is Stacey Red Willow, [ am a member of the Oglala Sioux Tribe and live in Rapid City.

My family opened an account with Norwest Bank, 825 St. Joseph St. in 1991, The services we received by
the employees of the bank were unprofessional. They weren’t helpful or willing to work with us, Due to
the past experience, I have commented to friends and families on the bad services and would not
recommend banking with Norwest.

Sincerely,

Stacoyy o Pl 100

Stacey Red Willow



= _September- 15,1998

- .To‘ Whom It May Concern: -

. -'Thls letter is with regards to Norwest Bank thelr pollcres and what I percelve to be their -
o Customer Service relatlons ' : :

A | opened an account w1th Norwest Bank in Aprll of 1997 To date I have never had an ‘
. overdraft or any problems with my account. I moved back to Rapid City in November of

'_ -2'__"1 997 keeping: my ‘account with Norwest. . In Rapid City.I frequent only one bank and - -
- every time I g0 in, ’m made to feel that first of all they don’t believe me and second that
R my account is not that 1mportaht srmply because 1t isn t a large one (my perceptlon) '

| . I have also taken checks to deposu only, for rny Grandrnother in her account and have -
. been told that | wasn’t aloud to deposit them. T don 't understand this policy. It would"
© . seem to me that anyone ‘'should be able to deposit money if the deposit slip is filled out

. correctly, which it was. I understand not bemg able to write a check on her account but I ‘ ,‘
- don t understand not bemg able to depos1t money for her o R -

B ,I am currently in the process of changmg banks as I do not care for the Customer Serv1ce -

| '_ relations I have encountered with Norwest. Bank -1 feel that they are pre_]udrclal not only b

o toward race but also toward socral status

s Jenni erz'-Il)upreef_“

Srncerely,
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TESTIMONY OF DANIELLE NUGENT ‘
CHAIR, BOARD OF DIRECTORS
MINNESOTA PUBLIC INTEREST RESEARCH GROUP

Before the Federal Reserve Board, September 17, 1998
Minneapolis, MN

Thank you for allowing me time to testify in front of you today. My name is
Danielle Nugent. I am a sentor at the University of Minnesota-Duluth. I am also the
Chéir of the State Board of Directors for the Minnesota Public Interest Research
Group(MPIRG). MPIRG is a student run and funded non partisan non profit. We work
on consumer and environniental issues that students raise as concerns. I am here to
represent the concerns of MPIRG, its State Board, as well as the organization’s 45,000
student and community members.

Our concerns over the proposed merger of Wells-Fargo and Norwest include the
decrease in competition within the Minnésota marketplace, the rise in banking fees tha_t
this merger could cause the consumer, especially in light of Wells Fargo’s less consumer
friendly fees schedule, and concern that this merger would move the headquarters of
Norwest, making the bank less responsive to the Minnesota consumer.

I would first like to address my testimony to the lack of competition this merger
will create. This lack of competition would mean that these ever growing and merging
banks would be the only ones left for co.ns_umers. The Federal Deposit Insurance -
Corporation reports this trend is continuing at an even faster pace, showing 146 banks
have been absorbed just in the first quarter of 1998 alone. The trend is the same in
Minnesota.,

Fewer banks mean fewer cﬁoices, and according to our research, higher fees. In
our report last fall, The Big Fees Squeeze, we showed that the bigger the bank, the bigger
the fee. For example, in Minnesota, the cost of maintaining a regular checking account is
46% higher at a large bank than a credit union, and 4% higher than a small bank. A “no

frills” checking account at a big bank cost 54% more than a credit union, and 13% more



than a small bank. Bank fees for overdrafts and ATM withdrawals were also on average
higher at larger banks. Large banks are also more likely to chafge these service fees,
which impact low and fixed inéome consumers, such as students and seniors, especially
hard. - ‘

On August 1, 1998, Norwest raised its fee for overdfaﬁs from $21 to $25, almost a 20% -
increase. Is this because the new rate is comparable to the fees charged by Wells Fargo?
Can we expect to see these type of fee increases and service cuts expand after the merger?
Wells Fargo discontinued its free checking for seniors in the last year. Will we
Minnesotans be seeing that here as well.

Finally we are concerned about this merger because it coﬁld cause a lack of
responsiveness from the bank to Minnés_ota consumers. If this ;nerger goes through,
Norwest will be moving it’s headquarters from Minnesota to San Francisco and we no
longer will have the management here. Instead they will be on the other side of the
country. How will the new entity stay in touch with Minnesota’s needs? Instead of being
a neighbor to Norwest, the consumer becomes another number on the computer screen at
some far away headquarters.

As a student, and the leader of a student organization [ mﬁst tell you that these
“mergers are not in our best interest. We do not have disposable income to spend on large
fees and charges. We need access and affordability to financial services. We need banks
that are responsive to our credit demands. Lower prices require éompetition, and we are
concerned that by allowing more of thé marketplace to be taken over by large banks, you
are dooming us to a future where banking becomes a luxury only the rich can afford. If2
or 3 large banks are allowed to become the consumers’ only choice then what will stop
them from adding service charges to every transaction, slowly taking the money from the
people who need it the most. Low income individuals, senior citizens as well as students,
will suffer. Please deny this merger. Give us a chance to not only have access to, but be -

ability to afford banking services. Thank You.
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ANOKA COUNTY ECONOMIC
DEVELOPMENT PARTNERSHIP

299 Coon Rapids Boulevard, Suite 12
Coon Rapids, Minnesota 55433
(612) 786-0869

September 17, 1998

Ms. JoAnne F. Lewellen

Assistant Vice President

Community Affairs Officer

Federal Reserve Bank of Minneapolis
90 Hennepin Avenue

P.O. Box 291

Minneapolis, MN 55480-0291

RE: Norwest Corporation/Wells Fargo & Company
Public Meeting Information

Dear Ms. Lewellen:

The purpose of this letter is to provide a brief written statement to supplement my spoken
testimony. As Director of the Anoka County Economic Development Partnership (ACEDP), a
501 (¢)3 non profit corporation that does economic development within the 21 community Anoka
County area and President of the Anoka Sherburne County Capital Fund (ASCCF), a multi-bank,
multi-investor, community development corporation (CDC) that makes equity investments in
emerging technology based companies, I would like to go on record as stating that Norwest Bank
Minnesota has played a key role in the success of both organizations. Besides having a Norwest
representative lend time and expertise to the non profit organization the bank has always provided
needed financial support as well. However, it is in the lead role that Norwest played in the
formation of the ASCCF that has made the greatest impact on the economic base and job creation
in both Anoka and Sherburne Counties.

Norwest took a lead role in establishing the foundation of the ASCCF by getting it designated by
the Office of the Comptroller of the Currency as a bank CDC. Norwest was also the first
federally chartered bank to invest in the ASCCF and is currently its largest investor. The ASCCF
now has 22 investors including 10 banks and all major utility companies serving the Twin Cities.
The State of Minnesota through its Department of Trade and Economic Development is the funds
most recent investor. The fund has made 22 investments to date and created over 100 good
paying jobs in the area with potential for hundreds more. Two business incubators along with
participation from the Urban Initiative Fund and McKnight Foundation have provided even more
resources to the effort.



Ms. Lewellen
September 17, 1998
Page two

On behalf of ACEDP and ASCCF I would like to personally thank Norwest for the major role it
played in creating what the commissioner of the Minnesota Department of Trade and Economic

Development called in a Minneapolis Star and Tribune article “a cutting edge approach to
economic development”.

Sincgsely,

Je
cior

Ll
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SUITE 106, COMMERCE AT THE CROSSINGS
250 2ND AVENUE SCUTH

M ED A MANEAPOLIS, MINNESOTA S5401

612 332-MEDA (6332)

METROPOLITAN ECONOMIC DEVELOPMENT ASSOCIATION Fax 612 317-1002

September 16, 1998

Ms. JoAnn Lewellen

Assistant Vice President, Community Affairs Officer
Federal Reserve Bank of Minneapolis

90 Hennepin Avenue

Post Office Box 291

Minneapolis, Minnesota 55480-0291

Re: Testimony at the Norwest Corporation /Wells Fargo & Company Public Meeting
Information

Dear Ms. Lewellen:

My name is Warren McLean and I am the President and CEO of the Metropolitan
Economic Development Association, commonly referred to as MEDA.

Thank you for giving me the opportunity to testify at this public meeting about
MEDA s relationship with Norwest Corporation. For the benefit of the committee,
MEDA is a private non-profit minority business development organization. We provide
small business consulting, financing and sales development services to nearly 600
minority entrepreneurs each year. We have been in operation for nearly 27 years.

For the record, MEDA’s relationship with Norwest has been outstanding.

First, Norwest Corporation and its CEQO at the time, Phil Harris, was one of 4

individuals who helped start MEDA 27 years ago. An original founder and funder,

kel



Norwest rem

——

ains a leading contributor to MEDA having contributed over $667,_090 in
operating funds alone since 1971. k

In 1989, MEDA spun off a minority venture capital fund called Milestone Growth
Fund. Norwest helped capitalize the fund by providing $200,000 in capital. In addition, I
consulted regularly with Norwest Venture Capital staff for help in designing, developing
and implementing the fund. Norwest Venture Capital President, Dan Haggerty, was one
of Milestone Growth Fund’s original board members.

Further, in 1995 MEDA established the MEDA Loan Program, a $5.3 million
working capital fund for minority business. The fund is a collaboration of 6 banks, the
McKnight Foundation and the State of Minnesota. The banks comprise a consortium and
together they agreed to provide $3.3 million in loanable funds. Norwest Corporation was
one of two banks that agreed to provide $1 million to the loan fund. Moreover, Wally
Droegemueller, Norwest’s Vice President and Deputy Senior Credit Officer, took the lead
in determining the mechanics of the program. Wally helped develop the overall lending
criteria. He also reviewed and tested the various lending scenarios. Wally crafted a
design that was acceptable to all six banks. For Wally’s efforts, he was selected MEDA
Volunteer of the Year.

To Norwest Corporation’s credit, they have remained vigorous supporters of the
program. Either Tom Burke, Terri Banaszewski , or Laurie Paal have attended all the
credit committee meetings since the program’s inception in 1995. They also close and

personally administrate each Norwest consortium loan.



In 1996, MEDA launched Vision 2000, a major expansion of our serviceg.- To
achieve this expansion we asked several of our funders to double their ﬁhan;:ial support.
Norwest was the first corporation to literally double its support which tﬁey did that year.

Norwest Corporation has also funded and provided training to MEDA clients. Jeff
Judy one of Narwest’s top internal trainers has conducted training sessions for MEDA
clients on several occasions.

Jerry Gray, Norwest Executive Vice President, continues a long tradition of
proactive board leadership. Jerry recently proposed a $10 million expansion to the
MEDA Loan Program. Finally, Norwest Chairman and CEO Dick Kovacevichis a
member of the MEDA Advisory board. He was the keynote speaker at MEDA’s 1997
Annual Meeting and hosted 2 MEDA client lunches.

This conciudes my remarks. Again thank you for the opportunity to provide
testimony.

Sincerely,

Warren McLean
President and CEO



‘The Phalen Corridor Initiative is now
focusing a tremendous amount of time and
¢nergy on constructing Phalen Boulevard,
a new roadway io link the corridor’ s east
and west ends. How will the proposed
boulevard and redevelopment of the
surrounding arca become a reality?

First, Phulen Boulevard, the spine of
the cormridor’s redevelopmens, is
recommended for $23.9 million in funding
in the Mayor's 1998 Capital Improvement
Budget. And the City has applied for
$3% million in federal funding frem the
Imermadal Surface Transportation
Efficiency Act (ISTEA). A decision on this
applicalion is expecled in spring 1998,
With these funds, the City will acquire

Phalen Boulevard, the Essential Link

right-of-way, clean polluted land, and
begin roadway design, a3 svon as
envivonmenta) analysis is finished and a
road alipnment has been selected.

Second, a new ambitious planning
effort spensored by the Phalen Comridor
Imuatve Steering Commitiee will answer
questions about where and how physical
change will occur along and near the
proposed boulevard. This endeavor will
take several months and involve key
stakeholders in identifying redevelopment
opportunities within the comdor, It witl
also create a framework for the physicat
desigh and econemic performance of new
development that reflects community and
marketplace needs.

At the end of Nuvember, the Stroh

City Buys Phalen Shopping Center

Most developments turn wetlands into
shopping centers. The Phalen Corridor
Initiative is reversing that trend! It is
tuming a shopping center mio a wetland.

Ins June, the City bought the majority
(21.7 acres) of the Phalen Shopping Center
site, Rose Avenue and Prosperity Avenue,
with & $650,000 Metropolitan Council
Livable Communities Grant. After demeli-
tien of vacant buildings in February 1498,
nine acres will be restored 10 wetland, their
original state. The rest of the property will
be used for the realignment of Prosperity
Avenue and other redevelopment. Jerry's
NewMarket, a shoppang ¢cemter tenant for
many years, purchased their present 4-acre
site which they plan 1o rencvate and a

3.5-acre site north of realigned Prosperity
Avenue for additional commercial devel-
opment 10 serve the neighborhood,

These purchases mean the transforma-
tion of the Phulen Corridor's east end is
underway. Phalen Shopping Center, a
nearly deseried shopping stip, has been a
blight on the acighborheod for 0o Yong.
Its demolition, will clear the way for the
Ames Lake Wetland and other community
projects that will strengthen the entire
community. These improvements will
bolster nearby commercial projects like the
ncw Walgreens Drug Store and the Phalen
Village Clinic at Maryland Avenue and
Prosperity Avenue.

Meet the msmn

Phalen Cortidor Initiative Staff, Curt Mitburn, Project Director {right) ond Jeremy Lenz, Project
Assistant {left), work with over 60 pariners to eoordinate the complex work of the Pholen Corridor
Initigtive. In November along with ESABA, they moved 1o new quarters ot 506 Keany Road.

Brewery shut down and 365 people lost
their jobs.

In mid-November, to help workers who
would be losing their jobs, the Minacsota
Teamsters Service Bureau. the East Side
Job Bank, and Merrick Community Center
sponsored an East Side Job Fair for Stroh
© workers. At the samc time, the Minnesota
% " Department of Economjc Security awarded
. asizable Dislocated Worker grant to the
. Minnesota Tcamsters Service Bureau to
help re-emgploy those who lost their jobs.
Impressed with the early outpouring of
supporl, the Teamsters Bureau plans to

Stroh Closes East Side Plant

work closely with the East Side community,
especially the East Side Job Bank.

As for the Stroh site itself, Saint Paul
Mayor Coleman and other concerned
parties consider tbe Phalen Comidor
Steering Commilttee the best community
forum for determining the re-use of the
property.

The plant closing was a call te action
for all East Side empleyment and training
services. [t also makes one of Phalen
Corridor Initiative's top priorities, industrial
devetopment that will bring jobs 10 the
East Side. mere important than ever.

As the Phalen Corridor Initianve works
(o rectaim industrial land and create jobs,
irs community parners are preparing East
Side workers for the modern work place,
One of these, the East Side Job Bank
operated by Merrick Community Services,
connects jub seekers and East Side
businesses. To take advantage of this
resource, call Xavier Escobedo, 774-JOBS.

The Saint Paul Pont Authority, another
Phalen Corridor Lnitiative panaer, also
helps East Side workers find jobs, The
Employment Connection, a cusiomized job
training program, helps businesses
thronghout Saint Paul develop programs
for new employees. Over ten businesses,
either located on the East Side or that
employ Eastsiders, have received
assistance. Since it began in 1996, the

East Side Workers Top Priority

Employment Connection helped train over
200 employees. For more information, calf
Rick Polanski, 925-1524 or Larry Qrcutt,
224-3686, ext. 216.

Success by Seventeen, a pantnership
program of the Phalen Cornidor Initiative,
the Saint Paul Department of Planning and
Economic Development, the Saint Paul
Port Authority, and the Saim Paul Public
School District, provides both short and
long-term school-to-work help for East
Side youth. Working in schools with
principals and teachers, staff create
internships and guide connections between
employers and educators. These direct
working relationships make in-schoct
instruction more applicable and up-to-date
for students and give them actual work
expericnees through isternshigs.

Laook for the cew billboard atop the
East Side Team Police Headquarters at
Minnchaha Street and Payne Avenue. [t
features an aerial photo of Williams Hill
and directs calls to the Phalen Corridor
Initiative Office, 772-6220, for general
information and to the Saint Paul Port

Authority, 224-56386, for inquiries on site
availability in Williams Hill Business
Center. Thanks to the Saint Paul Police
Depariment and the Payne Arcade Area
Business Association for their generous
assistance.
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_Monday, Dec, 8, 1997 THE EAST SIDE BEVIEW

Craig Johnson resigns from
Phalen Corridor Initiative

"_.J

iy

by Amy Sherrnan
Due to a new job with Norwest « ; -
Bank, Craig Johnson, chair of the In the course Of ""

Phalen Corridor Initiative, resigned the last several
from the initiative on Tuesday after

participating since its inception three ygars, I have lived
years ago. ll_terally the --

Johnson will be replaced by John :
Kempe, an East Side attorney who Phalen Corridor
joined the initiative six months ago. - - [nitiative. It was a

* After working'as manager of

Norwest’s Phalen Pgark and Mm%rehaha really dlﬁlcult
branches for six years, Johnson is think to do to
taking over as vice president of the
bank’s investment management and reSlgn from i’

trust division, which is located in

Wayzata. He will begin his new job . PR
befgre the end of the n%onlh. ’ Cralg Johnson .

“In the course of the last several T
years, | have lived literally the Phalen
Corridor Initiative,” said Johnson, who has served as chair for two years
“It was a really difficult thing to do to resign from it.”

The Phalen Corridor [nitiative is a community partnership working to
create new jobs, retain existing businesses and cleanup polluted land. A’
major component of the project involves transforming an under-uséd

- polluted industrial corridor from the Interstate 3SE and Interstale 94
junction to Lake Phalen.

Johnson was reluctant to tout his accomplishments as the chatr,
insisting that the success of the initiative lies with the entire team. “If [
take credit for one thing, it’s demonstrating how much more rapldly we'
move forward when we speak with a powerful voice.’ '

Johnson has been active in lobbying Congress for fundmg o bu:ld
Phaten Boulevard. During the past year, he has testified before Congress,
asking for $38 million. The proposal has the backing of Congressmen
Bruce Vento, an East Sider, and Jim Oberstar of Duluth, as well as U.S.

. Sens. Paul Wellstone and Rod Grams.

Although Johnson is heading to the western suburbs, he said he mdy
not disappear from the East Side. Johnson, who grew up on the East Side
but currently lives in Oakdale, said he may buy a home in the area
“Although I’ll be working on the opposite end of the earth, there are
reasons [ want to stay over here,” he said.

Johnson said he coulda’t announce who will take over his current jOb
at Norwest, which will be split into two positions. A manager may be
hired at the Phalen Park office next week and at the Minnehaha offlce ln
two weeks.

He expressed confidence in Kempe as the new chair. Kempe is- 4
partner at McCu[Iough Smith, Wright and Kempe, a law firm which
specializes in persenal injury and family law. He has worked with the firmi
located across from Lake Phalen on Parkway Drive since 1989. A former
East Sider, Kempe moved to Mendota Heights five years ago.

The new chatr is well-known in the business community, he is a past
president of the Payne-Arcade Business Association, as well as vice
president of the East Side Area Business Association.

Kempe says he has the diplomatic skills to balance the multiplg
interests in the Phalen Corridor Initiative. He described the initiative a$
more of a family than a partnership; just like a family, different players i
the initiative at times disagree, but must reach a resolution. !
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Nation’s only Hmong byimk VP joins Norwest

Multicultural
work force brings
diversity to
_customer service

BY ERIC SANDVE

F&C STAFF WRITER

 anker Kou Vang answers the
B phone with “hello,” then begins

speaking in Hmong to a cus-
tomer.

Vang, the only Hmong bank vice
president in the nation, works at the
Norwest Bank of Minnesota's office
on St Paul's east side.

When he began there five years
ago, he was the onty Hmong employ-
ee at the branch. Now bank employees
represent Hmong and several other
cultures.

1 feel very fortunate to be in this
position,” he said.

Vang said being able to speak a
client’s language and understand their
culture is important in the ethnically
diverse neighborhood. Many of the
residents are recent itnmigrants of
varying ages.

“We establish a relationship with
them before any bank. This is what we
are building on,” said Vang.

As a community leader, he gives
seminars every year to educate and
update people on banking and man-
aging their finances.

He serves as president of the
Hmong-American Mutual Associa-
tion and as a board member on both
the United Way and STAR program in
St. Paul.

“T want people o know f'm not here

just to do business but to help the peo- -

ple,” said Vang.

Banking concepts are new to many
Hmong immigrants. He said a lot of
the immigrants don't know what
checks are or what creditis.

Instead of savings accounts, many
had kept their money under the mat-
tress or buried it in the yard.

* “It’s very important as a financial

consultant to teach them,” said Vang.

In addition to savings and checking
accounts, many of the customers need
loans for cars, houses and starting up
businesses.

He has helped people learn how to-

write checks and carefully use that
privilege sensibly to earn and preserve
good credit ratings. Vang also has
helped people learn how to responsi-
bly use credit cards.

Customers, many of whom hold
entry-level jobs, also learn the impor-
tance of having savings accounts to
cover unexpected expenses.

He said saving money is especially .

important for clder people.

Vang said banks are very Western-
ized, which makes many immigranis
uncomfortable. The east St. Paul
branch has an unusually diverse staff.

.
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PHOTO LY ERIC SANDYE
Kou Vang, vice president and a managing nﬂlcer at Norwest Bank’s east St. Paul branch,
is the nation’s onty Hmong bank vice president, He has helped bring banking to a diverse
population by adding staff to represent many cultures and provide nmreach to com-
munity memhers
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R East End East end of corridor
DEVELOPMENT pake ﬁl)l-aié‘h tedevelopment {ioins Prosperity Ave. at
“wwi.. a0 Appraximately 15 total .. Maryland Ave.)
acres of unused and .
underused industrial

Phalen Corridor initiative aand . propety.Rodeveioome

< East consolidated area
¥ Residential rehabilitation through a
\,\\»ﬁu %’5 variety of sources. Selected rezoning.

Scrap yard redevelopment
Approximately 30 acres with direct access to the
potential new roadway. Likely removal of scrap.
yard and related activities, Redevelop as ligh
industry with potential to include some tras
hauling activities, :

alen Village area
tioning of existing
ercial property to
ffand Avenue, with
estrian, transit and
reational amenities.
Reintroduction of a
wetland extending into
the current Phalen
Shopping Center site
g rehabilitation surrounded by

limited new housing rehabilitated apartment
“coristruction. units.

NOTE: Prefiminary concept only. The boulevard's exact route is still to be determined.
éi Source: 5t, Paul Planning-and Economic Development Department
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The Initiative's Backbone

A new boulevard would run along 2n old railroad corridor from
Interstate 35E [just north of F94), through the East Side and
connecting to Prosperity Avenue at Maryland Avenue. Although
Just one component of the overall initiative, the new road
would open the area to industrial redevelopment, bringlng jobs
and added revitalizalion 1o East Side neighborhoods.

. ‘attractive site for
industrial development
in St. Paui. 25 acrés’;
adjacent to I-35€, May
require modest soil
correction.
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Testimony
Norwest Bank Merger with Wells Fargo
Federal Reserve Bank
Minneapolis

Curt Milburn

Project Director, Phalen Corridor Initiative

Executive Director, East Side Area Business Association
506 Kenny Road

St. Paul MN 55101

651-772-6220

Fax 651-772-6262

It makes good business sense and common sense to help
rebuild the inner city, and Norwest bank through its housing
and lending programs continues to contribute to the urban
revitalization of St. Paul. But that is a story best told by
others. | feel compelled to give you some background about
the community where | work and Norwest Bank's
participation with that community.

The East Side of St. Paul, once a manufacturing
powerhouse has lost 2500 jobs over the last thirty years.
Today, certain areas of the East Side have as much at 17%
unemployment.

Since the 1970’s, companies like Whirlpool closed plants
throwing hundreds out of work. Just last year, the Stroh
brewery and Cannon Conveyor closed their doors with a
loss of over 500 jobs.

There has been a number of dreams to redevelop the East
Side over the years, but it wasn’t until the City Parks
Department brought together businesses and community



members to give input on a proposed bike path that the
spark of renewal caught hold.

The community responded with envisioning much more
than just a bike way.

Craig Johnson, the branch manager of two Norwest Banks
on the East Side volunteered to chair a comprehensive
ini’?ative the likes of which has never been tried in St. Paul
before.

(see Craig article)

Craig was raised on the East Side and remembered it as a
place of opportunity not despair. The Phalen Corridor
Initiative is about reclaiming polluted lands called
brownfields to attract manufacturing companies. It's about
workforce development striving to get East Siders in the
jobs we attract. It's about green space, with the nation’s first
project turning an abandoned shopping center back into the
wetland it once was. It is also about building a road to get
access to these community assets.

(see City Business Article & PCI Today)

On his own time, Craig led the initiative even flying to
Washington to secure funding from the Federal
Government to begin construction on the road.

But Norwest is not just one Banker. The East Side is
changing and our Initiative reflects those changes. When
Craig was promoted to a new position, Norwest had the
foresight to replace him with the first Houng banker in the
nation.

(see Kou article)



Kou Vang is the first Houng branch manager and bank Vice
President in the US. The cash machine at the bank reads in
English and Houng. A visit to that bank is like visiting the
United Nations. African American, Latino, Houng and
whites are not only customers but employees as well. | am
proud to report that Kou has recently been made the Vice
Chair of the Phalen Corridor Initiative, a position that leads
directly to the position of the Chair of the project.

It is not just on the neighborhood level that Norwest has
integrated itself with the community. Norwest has backed
up this commitment with joining nine other community
funders to support this Initiative. Also, Larry Haeg, a media
relations expert with the bank has provided three media
trainings for us. You must keep in mind that the Phalen
Corridor Initiative is a collaboration of community members,
business people, residents, and local officials, not slick P.R
professionals. Most of us had rarely spoken with a
newsperson, none the less had been confronted with the
lens of a television camera. Larry helped us communicate
our vision, a vision that has since captured the imagination
of local and national leaders.

Joan Grzywinski, president and District Manager of
Norwest sits on what we call our Advisory Committee.
Along with our Mayor, Congressman and others, Joan
helps chart our course, strongly stressing our use of the
programs Norwest offers to inner-city residents.

Another community leader is Pat Donovan. Mr. Donovan is
the Norwest Regional President and he acted as the Co-
Chair of the City-Wide Community Development Agenda,
Pat helped devise a blueprint of how a city can
compassionately build its members and its institutions. Mr.
Donovan continues to honor us and the employees of
Norwest who work with us by siting the Phalen Corridor as

k...



St. Paul’s best example of comprehensive community
development.

Without the commitment of Norwest Bank and its
employees we would not have the success we have today.
Our wetland project is underway, our first industrial park
has three confirmed tenants bringing hundreds of jobs to
the East Side, and the first funding for our roadway is in
place.

Without the contribution of Norwest Bank in the futurel fear
we may not realize our vision of rebuilding the East Side.
We have been assured that their commitment will continue
and we have never been misled by this institution or it's
dedicated employees.

| thank you for this opportunity to talk about one of our
community partners and | am free to answer any questions
you might have.
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Rondo Community Land Trust

September 17, 1998

TO: JoAnne F. Lewellen, Assistant Vice President Community Affairs Officer

FROM: Zula Young, Vice President, Rondo Community Land Trust Board of Directors
RE: Testimony regarding Norwest Corporation/Wells Fargo and Company Proposed
Merger.

My name is Zula Young; I live and work in St. Paul. I am the Vice President of the
Rondo Community Land Trust (CLT) Board of Directors. I wish to thank the Federal
Reserve Bank for the opportunity to speak to the proposed merger between Norwest
Corporation and Wells Fargo and Company.

I am a single parent who has had the opportunity to purchase the first completed land
trust house in St. Paul. I grew up in the neighborhood where my home is now located. 1
am very active within my community. I am also an organizer of the community garden
program called SAGE, and also a member of the Summit-University Weed and Seed
Program. I work as a para-professional in the public schools system within my
community.

The land trust model is unique in that it limits the equity but provides long-term (99
years) affordable housing for low and moderate-income families.

Norwest Mortgage was willing to put the extra time in to understand how the land trust
model works and the ability to make lending decisions here in the community. They have
the ability to say yes to new ideas at the local level.

Norwest Mortgage had not done any land trust mortgages before mine, because of Rondo
CLT and Norwest Mortgage; I may not have had the opportunity to own my own house.

The land trust model is fairly new to the Twin Cities and Minnesota. Norwest was the
first and to date, the only mortgage company willing to take a chance with Rondo CLT
and separating the land from the building and agreeing to the Groundlease document.

Our relationship with Norwest is butilt around the people we work with on a regular basis
and affordable housing. Rondo CLT has developed a trusting, working relationship with
these and other individuals at Norwest Corporation. We deal with:

Karl Schwichtenberg, Norwest Mortgage

Sally Berdt, Norwest Real Estate Management Services

Mary Gabler, Norwest Twin City Community Development and
Bill Canfield, Norwest Mortgage

1183 Ashland Avenue Saint Paul, MN. 55104 (651) 647-0862
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Rondo would hope and expect the Norwest philosophy will continue that allows us to
work with Karl, Sally, Mary and Bill after the merger. It is individual people within an
already very large corporation that makes it work now. These are the people that make it
work today and the same ones that will make it work in the future.

Norwest was willing to take a chance with the Rondo CLT Groundiease. We would hope
the Norwest philosophy to continue that allows people within the Corporation to listen to
new ideas such as land trusts and act on them at the local level.

While Rondo CLT is a small housing organization in St. Paul, we are providing
affordable housing one house at a time, and so far Norwest has been there one mortgage
at a ime.

When the shortage of affordable housing is better understood at both the local and
national level and there is more of a willingness to provide funds to build and renovate
affordable housing, we will all increase our production levels. When that day comes, we
would hope the Norwest philosophy of working with neighborheod housing
organizations to be there with us.

We want to see Norwest Mortgage Inc. expand the use of the land trust and other
affordable mortgages throughout the country.

We believe the Norwest philosophy of local decision-making and a regional approach
will ensure that Rondo CLT will have the same working relationship we now have with
Norwest. We would hope that as merger talks continue both here and in Washington
D.C., that Norwest/Wells would commitment now to the following:

- A defined regional approach will be established throughout the country.
A regional system that allows real decision-making within each area.

- Karl, Sally, Mary and Bill should keep their current phone numbers
without an 800 prefix. While some departments of Norwest are currently
centralized, every effort should be made that allows for decision-making
at the local level.

- To continue to take risks, listen to the ideas within the low-income
communities, because that is where the answers are to solving our
housing shortage.

Thank you for your time.



