Hand Composite Employee Benefit Trust
AFL-CIO Housing Investment Trust Fund DVF

Independent Auditor’s Report and Financial Statements
December 31, 2017

BKDLLP

CPAs & Advisors



Hand Comp

Contents

osite Employee Benefit Trust
December 31, 2017

Independent AUAITOr'S REPOIT ...uuuuiiiiiiiiiiiiiiiiiiiiiiiirietrer e 1

Basic Financial Statements

Statement of Assets and Liabilities— Selected FUNd ..o 3
Schedule of Investments

AFL-CIO Housing Investment Trust FUNA DVF ..ot 4
Statement of Operations — Selected FUNG.............ooveiir i 5
Statement of Changesin Net Assets — Selected FUNQ...........cccooevveieeiee e 6

Notes to Financial Statements

Supplemental Information

Schedule of Investment Purchases and Sales — Selected FUNd.........cc.vvvvveveieieceee e 12



BKD 2700 Post Oak Boulevard, Suite 1500 | Houston, TX 77056-5829

CPAs & Advisors 713.499.4600 | Fax 713.499.4699 | bkd.com

Independent Auditor’'s Report

Board of Directors
Hand Composite Employee Benefit Trust
Houston, Texas

We have audited the accompanying financial statements of AFL-CIO Housing Investment Trust Fund
DVF, included in the Hand Composite Employee Benefit Trust (“ Trust” or “Fund”), which comprise the
statement of assets and liabilities, including the schedule of investments, as of December 31, 2017, and
the related statements of operations and changes in net assets for the year then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statementsin
accordance with accounting principles generally accepted in the United States of America; thisincludes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statementsthat are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility isto express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financia statements, whether due to fraud or error.
In making those risk assessments, the auditor considersinternal control relevant to the entity’ s preparation
and fair presentation of the financial statementsin order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonabl eness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the selected fund included in the Hand Composite Employee Benefit Trust as of
December 31, 2017, and the results of its operations and the changesin its net assets for the year then
ended, in accordance with accounting principles generally accepted in the United States of America.

Supplementary I nformation

Our audit was conducted for the purpose of forming an opinion on the financial statements as awhole.
The schedule of investment purchases and sales listed in the table of contentsis presented for purposes of
additional analysis and is not arequired part of the financial statements. Such information isthe
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the financia statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respectsin relation to the financial statements
asawhole.

BED L

Houston, Texas
May 25, 2018



Hand Composite Employee Benefit Trust
Statement of Assets and Liabilities — Selected Fund

December 31, 2017

Assets

Investments, at cost
Investments, at fair value
Receivable for:
Investment advisor
Dividends and interest
Total assets
Liabilities

Payable for investment securities purchased
Accounts payable and accrued liabilities

Total liabilities

Net assets held for participants:
ClassR

Units outstanding:
ClassR

Net asset value per unit:
ClassR

See Notes to Financial Statements

AFL-CIO
Housing
Investment
Trust Fund DVF

$ 73,940,664
$ 72,875,022
13,172

465

$ 72,888,659
$ 326
34,251

$ 34,577
$ 72854082
$ 7,122,601
$ 10.23




Hand Composite Employee Benefit Trust
Schedule of Investments
AFL-CIO Housing Investment Trust Fund DVF
December 31, 2017

Number of
Shares Cost Fair Value
Short Term | nvestment
442,364 Blackrock Liq Fds Fed Fund-In $ 442,364 $ 442 364
Tota Short Term Investment 0.61% 442 364 442 364
Unit | nvestment Trust
Fixed Income
42,722 AFL-CIO Housing Investment Trust 49,031,937 47,687,540
Total Fixed Income 65.44% 49,031,937 47,687,540
Tota Unit Investment Trust 65.44% 49,031,937 47,687,540
Common Trust Fund
Fixed Income
2,210,366 Blackrock Instl US Debt Index Fund M 24,466,363 24,745,118
Total Fixed Income 33.95% 24,466,363 24,745,118
Tota Common Trust Fund 33.95% 24,466,363 24,745,118
Tota Investments 100.00% $ 73,940,664 $ 72,875,022

See Notes to Financial Statements



Hand Composite Employee Benefit Trust

Statement of Operations — Selected Fund
Year Ended December 31, 2017

Income
Interest
Dividends
Total income
Expenses
Investment management and administrative
Custody fees
Audit
Total expenses before reimbursement of fees
Reimbursement of fees
Net expenses
Net | nvestment Income
Net Realized and Unrealized Gains on I nvestments
Net realized gains
Net change in unrealized depreciation
Net realized and unrealized gains

Net Increasein Net Assets Resulting From Operations

See Notes to Financial Statements

AFL-CIO
Housing
Investment
Trust Fund DVF

$ 4,239
1,263,648

1,267,887

57,565
131,248
16,800

205,613

(63,428)

142,185

1,125,702

35,407
996,324

1,031,731

$ 2,157,433




Hand Composite Employee Benefit Trust
Statement of Changes in Net Assets — Selected Fund

Year Ended December 31, 2017

Operations

Net investment income

Net realized gains

Net change in unrealized depreciation

Net increase in net assets from operations

Net Increasein Net Assets From Participant Transactions
Increasein Net Assets
Net Assets

Beginning of period

End of period

See Notes to Financial Statements

AFL-CIO
Housing
Investment
Trust Fund DVF

$ 1,125,702
35,407
996,324

2,157,433

772,751

2,930,184

69,923,898

$ 72,854,082




Hand Composite Employee Benefit Trust
Notes to Financial Statements
December 31, 2017

Note 1: Nature of Operations and Summary of Significant Accounting Policies
Nature of Operations

Hand Composite Employee Benefit Trust (“HB&T” or “the Trust”) was created in order to provide
broad and uniform diversification programs for pension and profit sharing plans which, having
complied with the requirements of the Internal Revenue Code (the IRC), are exempt from taxation
under the provisions of the IRC. The Trust is comprised of 105 portfolios (the Funds); the
financial statements of one of those funds, the AFL-CIO Housing Investment Trust Fund DVF (the
Fund), areincluded in this report.

Use of Estimates

The preparation of financia statements in conformity with accounting principles generaly
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of investment income and
expenses during the reporting period. Actual results could differ from those estimates.

Investment Valuation

All investments in securities are recorded at their estimated fair value. Transfersin and out of
Level 1 (quoted market prices), Level 2 (significant other observable inputs) and Level 3
(significant unobservable inputs) are recognized on the period ending date.

Investment Transactions

Investment transactions are accounted for on trade date. Realized gains and losses from investment
transactions and unrealized appreciation or depreciation of investments are reported on the
identified cost basis.

Investment Income and Distribution of Income

Dividend income less foreign taxes withheld, if any, is recorded on the ex-dividend date and
interest income is recorded on the accrual basis. Investment income is allocated ratably on the
valuation dates among all participants. No distributions are made to participants in the Fund until
units owned are redeemed, at which time the market value of redeemed units is distributed.
Investment income and realized gains (if any) earned by the Fund are reinvested, thereby
increasing the respective unit values.

Valuation of Participants’ Interest

Units of participation may be purchased or redeemed on the valuation dates at the fair value per
unit on such valuation dates. The Fund isvalued daily.



Hand Composite Employee Benefit Trust
Notes to Financial Statements
December 31, 2017

Federal Income Taxes

The Fund complies with the requirements under Section 501(a) of the IRC and apportions all of its
taxable income to its participants. Therefore, no federal income tax provision is required.

Subsequent Events

Subsequent events have been evaluated through May 25, 2018, which is the date the financial
statements were available to be issued.

Investment Management Advisor

The investment management advisor for the Fund is Hand Benefits & Trust Company (HB&T).

Note 2. Investment Advisory Fees and Other Transactions With Affiliates

The Fund is charged an administrative fee by HB& T for trustee/administrative services (fund
accounting services, transfer agency services, trustee services, etc.). The Fund also entered into
investment advisory and service agreements with athird-party advisor. These fees compensate the
advisor for the servicesit provides and for expenses borne by the advisor under the agreement.

During the year ended December 31, 2017, the investment advisor voluntarily reimbursed the Fund
for a portion of its expenses.

The following table indicates the fees charged to the Fund and the various classes of unitswithin
the Fund (as a percentage of net assets). These charges are calculated using the Fund’ s average

daily net assets.
Trustee/
Administrative Other Total
Fund Fees Fees Fees
AFL-CIO Housing Investment
Trust Fund DVF
ClassR 0.08% 0.12% 0.20%



Hand Composite Employee Benefit Trust
Notes to Financial Statements
December 31, 2017

Note 3: Financial Highlights

Class R
AFL-CIO
Housing
Investment
Trust Fund
DVF
Net asset value, beginning of year $ 9.92
Net investment income 0.16
Net realized and unrealized gains 0.15
Net increase from investment operations 0.31
Net asset value, end of year $ 10.23
Total return 3.13%
Ratio to average net assets:
Net investment income 1.56%
Expenses without reimbursements 0.29%
Expenses with reimbursements 0.20%

Note 4. Participant Unit Transactions

AFL-CIO Housing
Investment Trust Fund DVF

Units Dollars
ClassR:
Proceeds from sales of units 423,643 $ 4,282,677
Cost of units redeemed (346,608) (3,509,926)

Net increase in net assets from
participant transactions $ 77,035 $ 772,751




Hand Composite Employee Benefit Trust
Notes to Financial Statements
December 31, 2017

Note 5: Disclosures About Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset, or paid to transfer aliability, in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservable inputs. Thereis
ahierarchy of three levels of inputs that may be used to measure fair value.

Level 1 Quoted pricesin active markets for identical assets or liabilities that the Fund can
access at the measurement date.

Leve 2: Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs
that are observable or can be corroborated by observable market data for
substantialy the full term of the assets or liabilities.

Level 3: Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

Following is adescription of the valuation methodologies and inputs used for assets measured at
fair value on arecurring basis and recognized in the accompanying statement of assets and
liabilities, as well as the general classification of such assets pursuant to the valuation hierarchy.
There have been no significant changes in the valuation techniques during the year ended
December 31, 2017.

Short Term Investments. Short term investments, including money market funds, for which
market quotations are readily available, are valued at the last reported sales price or official closing
price as reported by an independent pricing service on the primary market or exchange on which
they are traded and are categorized as Level 1 in the hierarchy.

The following table presents the fair value measurements of assets recognized in the accompanying
statement of assets and liabilities measured at fair value on arecurring basis and the level within
the fair value hierarchy in which the fair value measurements fall at December 31, 2017:

10



Hand Composite Employee Benefit Trust
Notes to Financial Statements
December 31, 2017

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
AFL-CIO Housing Investment Trust
Fund DVF
Short Term Investment $ 442364 $ 442364 $ - % -
Unit Investment Trust — Fixed Income (A) 47,687,540
Common Trust Fund — Fixed Income (A) 24,745,118
Total $ 72,875,022

(A) Certaininvestments that are measured at fair value using net asset value per share (or its equivalent)
practical expedient have not been classified in the fair value hierarchy. The fair value amounts
included above are intended to permit reconciliation of the fair value hierarchy to the amounts
presented in the statement of assets and liabilities.

Note 6: Risk Factors

Investment Securities Risk

The Fund invests in various investment securities. Investment securities are exposed to various
risks, such as interest rate, market and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment
securitieswill occur in the near term and that such changes could materially affect the amounts

reported in the accompanying statement of assets and liabilities.
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Hand Composite Employee Benefit Trust
Schedule of Investment Purchases and Sales — Selected Fund
AFL-CIO Housing Investment Trust Fund DVF

Year Ended December 31, 2017

Purchases
Investment Class Cost
Short Term Investment $ 4,530,120
Unit Investment Trust — Fixed Income 1,949,809
Common Trust Fund — Fixed Income 109,855
Total Investments Purchased $ 6,589,784
Sales
Investment Class Proceeds Cost Gain
Short Term Investments $ 4,426,707 4,426,707 $ -
Common Trust Fund — Fixed Income 222,400 186,993 35,407
Total Investments Sold $ 4,649,107 4,613,700 $ 35,407
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