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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory agency to
use its authority when examining financial institutions subject to its supervision to assess the
institution’s record of meeting the credit needs of its entire community, including low- and
moderate-income neighborhoods, consistent with safe and sound operations of the institution. 
Upon conclusion of such examination, the agency must prepare a written evaluation of the
institution’s record of meeting the credit needs of its community. 

This document is an evaluation of the CRA performance of The Home Trust and Savings
Bank, Osage, Iowa prepared by the Federal Reserve Bank of Chicago, the institution's
supervisory agency, as of February 3, 1997. The examination review period covered the 14
months which ended December 31, 1996. The agency rates the CRA performance of an institution
consistent with the provisions set forth in Appendix A to 12 CFR Part 228.

INSTITUTION’S RATING: This institution is rated Needs to Improve.

The assessment of the bank's efforts to determine and meet the credit needs of its community
indicates that the bank's performance is in need of improvement.  The bank’s loan-to-deposit ratio
of 27% (according to the September 30, 1996 Consolidated Report of Condition) is significantly
below that of both its peer group of 66.14% and the ratios of its local competitors.  The higher
loan-to-deposit ratios of the bank’s competitors, who are located in neighboring communities,
suggests that there is sufficient loan demand to warrant a higher level of lending activity than the
bank has historically sustained.  There are no apparent factors relating to the bank’s financial
condition and size, or local economic conditions that would prevent the bank from meeting the
credit needs of the assessment area.  Lending within the assessment area is high and exceeds the
standards for satisfactory performance.  Lending to borrowers of different income levels and
businesses of different sizes is reasonable and meets the standards for satisfactory performance. 
The majority of loans were originated within the assessment area and were reasonably distributed
among borrowers of different income levels. 
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The following table indicates the performance level of The Home Trust and Savings Bank,
Osage, Iowa with respect to each of the five performance criteria. 

SMALL INSTITUTION THE HOME TRUST AND SAVINGS BANK
ASSESSMENT PERFORMANCE LEVELS

CRITERIA

Exceeds Standards for Meets Standards for Does Not Meet Standards
Satisfactory Satisfactory Performance for Satisfactory
Performance Performance

Loan-to-Deposit Ratio X

Lending in Assessment Area X

Lending to Borrowers of X
Different Incomes and to
Businesses of Different Sizes

Geographic Distribution of There are no low-income or moderate-income block numbering areas (BNAs) or census tracts in
Loans the bank’s assessment area.

Response to Complaints There were no CRA-related complaints received since the previous examination.
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DESCRIPTION OF INSTITUTION

The Home Trust and Savings Bank, with total assets of $118.2 million as of September 30, 1996,
is a subsidiary of HTB, Inc, a one-bank holding company.  The bank operates one facility in
downtown Osage, with one automated teller machine located on the premises.

The bank's primary competitors are local branches of First Citizens National Bank, Mason City
and Gateway Savings, A Division of Northwest Federal Savings Bank; First Security Bank and
Trust Company, Charles City, Iowa; Cedar Valley State Bank, St. Ansgar, Iowa;  St. Ansgar
State Bank, St. Ansgar, Iowa; and First State Bank, Riceville, Iowa.

The bank’s primary lending focus is commercial/agricultural-related, and available products
include: commercial, agricultural, real estate, consumer, government guaranteed loans, and
personal lines of credit.  Based on its size, financial condition and product offerings, the bank has
the ability to meet the credit needs of its assessment area.  

DESCRIPTION OF BANK’S ASSESSMENT AREA

The bank is located in the City of Osage, which is the county seat of Mitchell County, Iowa. 
Osage is approximately 35 miles northeast of Mason City, 80 miles northwest of Waterloo and 38
miles south of Austin, Minnesota, in north central Iowa; the area is largely rural and agricultural in
nature.  The assessment area includes five middle-income block numbering areas (BNAs),
9801.00, 9802.00, 9601.00, 9602.00 and 9603.00; these BNAs are located in Mitchell County
and the northern portion of Floyd County.  

According to 1990 census data, the assessment area has a population of 16,880; the main
population centers are the Cities of Osage, population 3,439; Nora Springs, population 1,505; and
St. Ansgar, population 1,063.  The median family income is $29,496 and minorities represented
less than one percent of the assessment area’s population.  The assessment area is comprised of
798 (16.7%) low-income families, 871 (18.3%) moderate-income families, 1,358 (28.5%) middle-
income families and 1,742 (36.5%) upper-income families; approximately 8.2% of the total
families live below the poverty level.

Although the assessment area is primarily agricultural, there are several employers in sectors other
than agriculture.  Most of these employers are located in Osage.  The following is a list of some of
these businesses:

BUSINESS NAME PRODUCT/SERVICE NUMBER OF
EMPLOYEES

Fox River Mills, Osage Men’s & Women’s Hosiery and Gloves 300

Croell Redi Mix, Inc., Osage Ready Mix Concrete 130

Top Business Forms, Inc., Osage Manifold Business Forms and Pads 85

Grain Millers Iowa, Inc., Cereal Grain Milling
St. Ansgar

70

Source: Iowa Manufacturers Register 1994



The Home Trust and Savings Bank, Osage, Iowa 4

The Iowa Department of Economic Development’s, Community Quick Reference (May 1995),
reported that Osage community schools employ 172 persons and Wallace Computer Services
employs 150.  In December 1996, the Iowa Department of Employment Services reported the
unemployment rate for the State as 3.5%, Mitchell County as 2.6% and Floyd County as 5.7%; in
September 1995, the State of Iowa’s unemployment rate was 3.3%, Mitchell County was 2.1%
and Floyd County was 4.6%.  Since the previous examination, the State of Iowa, and Mitchell and
Floyd Counties have all experienced increases in unemployment.  

The assessment area housing stock consists mainly of single-family homes, of which
approximately half were constructed prior to 1950.  According to 1990 census data, there were
6,857 housing units in the assessment area, of which 5,098 (74.3) were owner-occupied units,
1,355 (19.8%) were rental units and 404 (5.9%) were vacant units.  The median housing price
was $35,796 and the median gross rent was $249.  

Three business and labor groups, consulted for information regarding the local area, generally
agreed that economic conditions are stable in the assessment area and that future opportunities for
growth is good. 

CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA: 

Based on the findings of this full scope examination, the bank is in compliance with the
substantive provisions of the Equal Credit Opportunity and Fair Housing Acts.  The bank applies
its lending policies and standards equitably to all applicants and its informal fair lending training
program is effective. 

LOAN-TO-DEPOSIT RATIO

A review of the bank's September 30, 1996 Consolidated Report of Condition (Call Report)
revealed a loan-to-deposit ratio of 27.0%; total loans increased $3.1 million or 12.6% since the
previous examination (June 30, 1995 call report data).  The distribution, by loan type, was as
follows:

LOAN TYPE DOLLAR AMOUNT PERCENT OF TOTAL
OUTSTANDING (000's) LOANS

REAL ESTATE 13,639 48.6
  Construction 408 1.5
  Residential (1-4) 8,347 29.7
  Commercial 1,054 3.7
  Agricultural 3,830 13.6
CONSUMER 2,894 10.3
  COMMERCIAL AND
INDUSTRIAL 3,329 11.8
AGRICULTURAL 8,220 29.2
OTHER 37 0.1
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Since the previous examination, there has been a significant increase in real estate lending. 
Specifically, residential real estate loans increased 42.2%, commercial real estate loans increased
216.5% and agricultural real estate loans increased 44.7%.  However, agricultural loans decreased
by 17.4%.  Management attributed the increase in lending volume to planning and a focused effort
by lending personnel.

According to the September 30, 1996 Uniform Bank Performance Report (UBPR), the peer
group’s loan-to-deposit ratio of 66.14% exceeds the bank’s loan-to-deposit ratio of 26.96%.  The
bank's balance sheet compared to its peer group is illustrated in the following chart. 

LOAN TYPE BANK AVERAGE LOAN MIX PEER AVERAGE LOAN MIX
(%) (%)

REAL ESTATE LOANS
  Construction/Development 0.7 1.7
  1 - 4 Family Residential 27.8 27.8
  Home Equity 0.0 0.3
  Other Real Estate 15.9 21.2
   Farmland 12.8 5.1
   Multi-family 0.0 0.7
   Commercial 3.1 12.6
 TOTAL REAL ESTATE LOANS 44.4 54.1

LOANS TO INDIVIDUALS 9.8 14.4

CREDIT CARD LOANS 0.0 0.3

COMMERCIAL & INDUSTRIAL
LOANS 12.2 15.2

AGRICULTURAL LOANS 33.1 7.8

MUNICIPAL LOANS 0.0 0.5

OTHER LOANS* 0.5 0.2

*Excludes Financial Institution Loans, Acceptances of Other Banks, Foreign Office Loans and Leases, and Lease
Financing Receivables

The bank’s loan portfolio differed significantly from its peer group in the agricultural loan
category (25.3% greater than peer) which is reflective of the nature of the bank’s assessment area.

The bank’s average loan-to-deposit (LTD) ratio for the six-quarter examination review period
which ended September 30, 1996 was 26.49%.  A comparison of the bank with some local
competitors is depicted in the following table:

Institution Assets as of 9/30/96 LTD as of LTD as of
9/30/96 9/30/95
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Home Trust and Savings $121,219,000 27.0% 25.2%
Bank, Osage

First Security Bank and $144,409,000 76.1% 73.2%
Trust Company, Charles
City

St. Ansgar State Bank  $76,112,000 62.4% 70.0%

First State Bank, Riceville  $31,915,000 52.5% 49.3%

Cedar Valley State Bank,    $9,830,000 66.5% 60.0%
St. Ansgar

During the examination review period, the bank increased its lending volume; however, deposits
also increased and the loan-to deposit ratio experienced limited growth.  A review of the bank’s
six-month and one-, two-, and three-year certificates of deposit with those of the other two
financial institutions located in Osage revealed that the bank paid higher rates, which is one of the
reasons for increased deposit growth.

The bank has established a correspondent relationship with Homeland Mortgage, a subsidiary of
Homeland Savings Bank, FSB in Waterloo, Iowa.  The relationship allows the bank to offer loans
for sale on the secondary market.  The products available through Homeland Mortgage include
30-year, fixed-rate products, adjustable rate mortgage loans and loans guaranteed by the Federal
Housing Administration and Veterans Administration.  Under the agreement, the bank accepts,
processes and closes loans while Homeland Mortgage funds and then sells the loan.  The bank
entered into the relationship on June 5, 1995 and, as of this examination date, no loans had been
originated. 

Management attributed its inability to penetrate the local market for loans to strong loyalty of
customers to financial institutions of their choice and to strong competition in a limited market for
loans.  

The bank’s loan-to-deposit ratio, considering the bank’s capacity to lend, demographic and
economic factors present in the assessment area, and the lending opportunities available in the
assessment area, does not meet the standards of satisfactory performance.

LENDING WITHIN THE ASSESSMENT AREA

A review of the examination loan sample revealed the following geographic distribution:
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LOAN TYPE TOTAL LOANS WITHIN THE TOTAL LOANS
SAMPLED ASSESSMENT WITHIN THE

AREA ASSESSMENT

PERCENT OF

AREA

Commercial/Agricultural 20 19 95.0

Real Estate 10 9 90.0

Installment 21 19 90.5

Single Payment 10 9 90.0

Overdraft Protection 10 9 90.0

Total 71 65 91.6

As the previous chart illustrates, the majority of loans, in aggregate and by product, were made
within the assessment area.  Additionally, a CRA sample of 687 loans in the bank’s portfolio
revealed that 622 (90.5%) were originated within the assessment area; of the loans originated
within the assessment area, approximately 73.3% were originated in the Osage BNA.  This
distribution is reasonable considering the rural nature of the assessment area.

The level of lending, as a percentage of the bank’s total loans, within the assessment area is high
and exceeds the standard for satisfactory performance. 

LENDING TO BORROWERS OF DIFFERENT INCOMES

The bank has not collected income and revenue information for all its borrowers.  The following
table illustrates the distribution of loans sampled among borrowers of different incomes when
income information was available:

LOAN TYPE LOW- MODERATE- MIDDLE-INCOME UPPER-INCOME
INCOME INCOME
$000's/ $000's/
Number Number $000's/Number $000's/Number

Real Estate 0/0 35/2 0/0 449/8

Installment 10/5 5/4 36/6 17/2

Overdraft Protection 3/6 1/2 1/1 1/1

Total 13/11 41/8 37/7 467/11

The information in the previous table illustrates the bank’s reasonable performance in lending to
borrowers of all income levels.  The distribution shows good penetration; however, no real estate
loans were made to low- or middle-income individuals.  Total loan dollars were distributed as
follows: 2.4% to low-income borrowers, 7.3% to moderate-income borrowers, 6.6% to middle-
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income borrowers and 83.7% to upper-income borrowers.  As previously stated, low-income and
moderate-income families represented 16.7% and 18.3% of the total families in the assessment
area, respectively.  

Also, a sample of 251 installment loans for the seven-month period, June 1996 through December
1996, revealed that almost 22% of these loans were in amounts of $1,000 or less, indicating the
bank’s willingness to make loans in small dollar amounts. 

A sample of commercial and agricultural loans for the same seven-month period (June 1996
through December 1996) revealed that 565 of the 1,166 loans (48.5%) were in amounts of $2,500
or less, which is a strong indication that the bank is lending to the small business community in the
assessment area.  The 1993 County Business Patterns census information reported 7,474
employees working in 765 establishments in the assessment area; almost 97% of these
establishments employed less than 50 persons.  

The examination loan sample reveals that the distribution of lending to individuals, and businesses
of different sizes is in accordance with the market’s demographics and is considered reasonable.

GEOGRAPHIC DISTRIBUTION OF LOANS

An analysis of the bank’s geographic distribution of loans is not applicable as there are no low-
and moderate-income census tracts or BNAs within the assessment area.

RESPONSE TO COMPLAINTS

There were no CRA-related complaints filed during the examination review period.


