
Overview
The Wells Fargo Bank Priority Credit Line, which is offered 
by Wells Fargo Bank, N.A. in partnership with Wells Fargo 
Advisors, provides variable and fixed rate advance options. 
Fixed rate advances have both the rate and principal locked 
for the duration of the advance, with an option to capitalize 
monthly interest to the variable rate balance.

If a client prepays the fixed rate advance before maturity, or 
an event requiring prepayment occurs, the full fixed rate 
advance is repaid and closed. Partial prepayments are not 
permitted. This action may result in a prepayment penalty. 
The prepayment penalty represents the amount necessary 
to cover any lost revenue, cost or expense incurred by 
Wells Fargo Bank, N.A. due to changes in prevailing rates.

When does a prepayment penalty apply?
A prepayment penalty may apply to all fixed rate advances 
that are closed prior to maturity, regardless of the reason, 
including in the event of a maintenance call, a demand of 
prepayment by Wells Fargo Bank, N.A., or client request.

How is a prepayment penalty calculated?
The prepayment penalty calculation is based on the 
difference between the U.S. Treasury Rate at the time the 
fixed rate advance was established and the corresponding 
Treasury Rate available for the remaining fixed rate term, 
the number of days remaining on the original term, and the 
balance on the fixed rate advance.

• Original Treasury Rate for the term when the fixed rate 
advance was established.

• Treasury Rate for remaining term. If the remaining term 
upon early closure does not match a published Treasury 
Rate, interpolation is used to determine the applicable rate.

Calculation formula: (Original Treasury Rate – Treasury 
Rate for Remaining Term) x Fixed Rate Balance x (Days 
remaining on term / 360 days)

Although all prepayments are subject to the prepayment 
penalty, the penalty calculation will be $0 if the Original 
Treasury Rate is less than or equal to than the Treasury 
Rate for Remaining Term. If the prepayment penalty is $10 
or less, it will not be charged.

For example: A borrower established a fixed rate advance 
on February 1, 2025, and would like to prepay the fixed rate 
principal on February 1, 2026. The fixed rate advance 
details are:

• Start date: February 1, 2025

• Maturity date: February 1, 2028

• Remaining term: 2 years

• Fixed rate principal: $100,000

• Term duration: 3 years

• Fixed all-in rate: 6% comprised of:

– 3-year Treasury Rate (Original Treasury Rate): 4%

– Spread on the Wells Fargo Bank Priority Credit Line 
account: 2%
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Investment and Insurance Products are:
• Not Insured by the FDIC or Any Federal Government Agency
• Not a Deposit or Other Obligation of, or Guaranteed by, the Bank or Any Bank Affiliate
• Subject to Investment Risks, Including Possible Loss of the Principal Amount Invested



Calculation Scenario 1: Rising Interest 
Rate Environment1

• Original Treasury Rate: 4%

• Treasury Rate for the 2-year remaining term: 4.25%

• Prepayment penalty: $0

Calculation Scenario 2: Declining 
Interest Rate Environment1

• Original Treasury Rate: 4%

• Treasury Rate for the 2-year (730 days) remaining term: 
3.50%

• Prepayment penalty: $1,013.89

• Formula: (4% Original Treasury Rate – 3.50% Treasury 
Rate for Remaining Term) x $100,000 Fixed Rate Balance 
x (730 Days remaining on term / 360 days) = $1,013.89

I’m considering establishing a Wells Fargo Bank Priority 
Credit Line fixed rate advance. Can my financial advisor 
provide a prepayment penalty estimate?

Wells Fargo financial advisors cannot advise on, nor can 
they predict, future interest rates and trends.

I have established a fixed rate advance. Is Wells Fargo 
keeping track of my potential prepayment penalty?

After a fixed rate advance is established, Wells Fargo 
calculates the potential prepayment penalty expense for 
each fixed rate advance on a daily basis. Your financial 
advisor can provide the current prepayment penalties for 
your fixed rate advances. Any potential prepayment 
penalty is factored into the available credit and 
maintenance call calculations for the Wells Fargo Bank 
Priority Credit Line account.

How do I prepay my fixed rate advance and close it 
before maturity?

Contact your financial advisor to make your request. 
Clients cannot initiate a prepayment using self-service 
channels.

1 Illustrative example for educational purposes only.

Securities-based lending has special risks and is not appropriate for everyone. If the market value of a client’s pledged securities declines below required levels, the client may be required to pay down 
the line of credit or pledge additional eligible securities in order to maintain it, or the lender will require the sale of some or all of the client’s securities. Wells Fargo Advisors, on behalf of Wells Fargo 
Bank, N.A., will attempt to notify clients of maintenance calls but is not required to do so. Clients are not entitled to choose which securities in their accounts are sold. The sale of their securities 
may cause clients to suffer adverse tax consequences. Clients should discuss the tax implications of pledging securities as collateral with their tax advisors. An increase in interest rates will affect the 
overall cost of borrowing. All securities and accounts are subject to eligibility requirements. Clients should read all Wells Fargo Bank Priority Credit Line documents carefully. The proceeds from the 
Wells Fargo Bank Priority Credit Line may not be used to purchase or carry margin stock or pay down a margin account debit (talk to your financial advisor about additional restrictions on the use of 
proceeds). Margin stock is defined in Regulation U and includes, principally: (1) stocks that are registered on a national securities exchange or any over-the-counter security designated for trading 
in the National Market System; (2) debt securities (bonds) that are convertible into a margin stock; and (3) shares of most mutual funds. Securities held in a retirement account cannot be used as 
collateral to obtain a securities-based loan. Securities in a Wells Fargo Bank Priority Credit Line collateral account must meet collateral eligibility requirements.

Wells Fargo Bank Priority Credit Lines are offered by Wells Fargo Bank, N.A. as the lender, in partnership with Wells Fargo Clearing Services LLC as agent, servicer and intermediary holding the collateral 
accounts.

There are conflicts of interest when Wells Fargo Advisors recommends that you use a loan secured by your Wells Fargo Advisors account assets as collateral. Wells Fargo Advisors and its Financial 
Advisors have a financial incentive to recommend the use of securities-based lending products rather than the sale of securities to meet client liquidity needs. Financial Advisors will receive 
compensation on the outstanding loan balance in your Wells Fargo Bank Priority Credit Line account. In addition, your Financial Advisor’s compensation will be reduced if your interest rate is 
discounted below a certain level. There is an incentive for Financial Advisors to recommend the Wells Fargo Bank Priority Credit Line and other securities-based lending products, such as Margin, as 
well as an incentive to encourage you to maintain a larger loan balance and to discourage interest rate discounts below a certain level. The interest you pay for the loan is separate from, and in addition 
to, other fees you may pay related to the investments used to secure the loan; such as ongoing investment advisory fees (wrap fees) and fees for investments such as mutual funds and exchange 
traded funds, for which Wells Fargo Advisors and/or our affiliates receive administrative or management fees or other compensation. Specifically, Wells Fargo Advisors benefits if you draw down on 
your loan to meet liquidity needs rather than sell securities or other investments, which would reduce our compensation. When assets are liquidated pursuant to a maintenance call or demands for 
repayment, Wells Fargo Advisors and your Financial Advisor also will benefit if assets that do not have ongoing fees (such as securities in brokerage accounts) are liquidated prior to, or instead of, 
assets that provide additional fees or revenues to us (such as assets in an investment advisory account). Further, different types of securities have higher release rates than others, which can create a 
financial incentive for your Financial Advisor to recommend products, or manage the account, in order to maximize the amount of the loan.

Wells Fargo Bank, N.A. has a lien on the account assets that are used as collateral for the Wells Fargo Bank Priority Credit Line. We will act to protect ourselves as the lender in connection with the 
loan and this may be contrary to your interests and/or investment objectives. This lien also creates a conflict of interest with respect to the recommendations your financial advisor makes to you. 
For example, your financial advisor may recommend that you allocate your investments to your collateral account pledged for the loan rather than to another account that is not pledged. Also, your 
financial advisor may recommend an investment solely to minimize the risk of loss with respect to the collateral.

Wells Fargo Bank, N.A. is a bank affiliate of Wells Fargo & Company. Bank products and services are available through Wells Fargo Bank, N.A. Wells Fargo Advisors is a trade name used by Wells Fargo 
Clearing Services, LLC, Member SIPC, a registered broker-dealer and separate non-bank affiliate of Wells Fargo & Company.
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