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Independent Auditor's Report 

Board of Directors 

Hand Composite Employee Benefit Trust 

Houston, Texas 

We have audited the accompanying financial statements of the Vulcan Value Partners Large Cap Fund 

(Fund) included in the Hand Composite Employee Benefit Trust ("Trust" or "Funds"), which comprise the 

statement of assets and liabilities, including the schedule of investments, as of December 31, 2018, 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 statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

Auditor's Responsibility 

Our responsibility is to 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 disclosures in 

the financial statements.  The procedures selected depend on the auditor's judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  

In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 

and fair presentation of the financial statements in 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 reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements.   



Board of Directors 

Hand Composite Employee Benefit Trust 

Page 2 

 

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 Vulcan Value Partners Large Cap Fund included in the Hand Composite 

Employee Benefit Trust as of December 31, 2018, and the results of its operations and changes in its net 

assets for the year then ended in accordance with accounting principles generally accepted in the United 

States of America. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.  

The schedule of investment purchases and sales listed in the table of contents is presented for purposes of 

additional analysis and is not a required part of the financial statements.  Such information is the 

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 financial 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 respects in relation to the financial statements 

as a whole. 

 

Houston, Texas 

May 24, 2019 

 



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

December 31, 2018 

See Notes to Financial Statements 3 

Vulcan Value 

Partners Large 

Cap Fund

Assets

Investments, at cost 60,408,491$            

Investments, at fair value 56,470,474$        

Receivable for:

Investment securities sold 512,549               

Dividends and interest 44,393                 

Total assets 57,027,416$            

Liabilities

Payable for investment securities purchased 253,114$             

Payable for capital shares redeemed 18,872

Accounts payable and accrued liabilities 43,140                 

Total liabilities 315,126$                 

Net assets held for participants:

Class R1 56,712,290$        

Units outstanding:

Class R1 5,282,690            

Net asset value per unit:

Class R1 10.73$                 

 
 



Hand Composite Employee Benefit Trust 
Schedule of Investments 

Vulcan Value Partners Large Cap Fund 

December 31, 2018 

See Notes to Financial Statements 4 

Number of

Shares Cost Fair Value

Short Term Investment

625,705                    First American Treasury Obligation Fund V 625,705$                  625,705$                  

 Total Short Term Investment 1.11% 625,705 625,705

Common Stock 

Consumer Discretionary

1,494                        Amazon.com Inc 2,463,964 2,243,943

50,274                      Hilton Worldwide Holdings Inc 3,852,326 3,609,673

Total Consumer Discretionary 10.37% 6,316,290 5,853,616

Consumer Staples

29,235                      CVS Health Corp 2,053,089 1,915,477

Total Consumer Staples 3.39% 2,053,089 1,915,477

Energy

118,622                    National Oilwell Varco Inc 3,811,775 3,048,585

Total Energy 5.40% 3,811,775 3,048,585

Financials

142,073                    KKR & Co Inc 3,519,415 2,788,893

10,115                      S&P Global Inc 1,535,307 1,718,943

26,956                      State Street Corp 2,207,491 1,700,115

Total Financials 10.99% 7,262,213 6,207,951

Healthcare

20,901                      Amerisourcebergen Corporation 1,634,422 1,555,034

22,472                      Mckesson Corporation 3,085,370 2,482,482

Total Healthcare 7.15% 4,719,792 4,037,516

Industrials

15,324                      Parker Hannifin Corporation 2,479,042 2,285,421

23,699                      United Parcel Service Inc 2,454,902 2,311,363

Total Industrials 8.14% 4,933,944 4,596,784

 
  



Hand Composite Employee Benefit Trust 
Schedule of Investments (Continued) 

Vulcan Value Partners Large Cap Fund 

December 31, 2018 

See Notes to Financial Statements 5 

Number of

Shares Cost Fair Value

Information Technology

2,400                        Alphabet Inc Cl C 2,424,331$               2,485,464$               

13,126                      Facebook Inc 2,123,686 1,720,687

17,768                      Mastercard Inc 2,321,257 3,351,933

19,403                      Microsoft Corporation 2,115,526 1,970,763

38,298                      Oracle Corp 1,643,439 1,729,155

57,085                      Qorvo Inc 3,586,364 3,466,772

50,336                      Skyworks Solutions Inc 4,527,272 3,373,519

72,161                      Teradyne Inc 2,516,731 2,264,412

17,107                      Visa Inc Cl A 1,374,168 2,257,098

Total Information Technology 40.06% 22,632,774 22,619,803

 Total Common Stock 85.50% 51,729,877 48,279,732

    

Foreign Stock 

Financials

26,518                      Axis Capital Hldgs Ltd 1,698,676 1,369,390

6,201                        Everest Re Group Ltd 1,368,785 1,350,330

27,959                      Swiss Re Ag 2,654,991 2,559,075

Total Financials 9.35% 5,722,452 5,278,795

Industrials

23,091                      Airbus Se 2,264,439 2,220,224

Total Industrials 3.93% 2,264,439 2,220,224

 Total Foreign Stock 13.28% 7,986,891 7,499,019

 
  



Hand Composite Employee Benefit Trust 
Schedule of Investments (Continued) 

Vulcan Value Partners Large Cap Fund 

December 31, 2018 

See Notes to Financial Statements 6 

Number of

Shares Cost Fair Value

Common Trust Funds

Fixed Income

66,018                      HB&T Short Term Income Fund 66,018$                    66,018$                    

 Total Fixed Income 0.12% 66,018 66,018

Total Common Trust Funds 0.12% 66,018 66,018

    

Total Investments 100.00% 60,408,491$             56,470,474$             

    
 



Hand Composite Employee Benefit Trust 
Statement of Operations – Selected Fund 

Year Ended December 31, 2018 

See Notes to Financial Statements 7 

Vulcan Value 

Partners Large 

Cap Fund

Income

Interest 26,916$                    

Dividends (net of foreign withholding taxes of $5,489) 925,618                    

Total income 952,534                    

Expenses

Investment management and administrative 52,822                      

Custody 21,036                      

Audit 8,000

Class R1 expenses 398,231                    

Total expenses 480,089                    

Net Investment Income 472,445                    

Net Realized and Unrealized Gains (Losses) on Investments

Net realized gains on investments 4,750,872

Net change in unrealized appreciation/depreciation on investments (9,854,801)                

Net realized and unrealized losses (5,103,929)                

Net Decrease in Net Assets Resulting From Operations (4,631,484)$              

 
 



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

Year Ended December 31, 2018 

See Notes to Financial Statements 8 

Vulcan Value 

Partners Large 

Cap Fund

 Operations 

Net investment income 472,445$                  

Net realized gains 4,750,872                 

Change in unrealized appreciation/depreciation (9,854,801)                

Net decrease in net assets from operations (4,631,484)                

Net Decrease in Net Assets From Participant Transactions (2,137,572)                

Decrease in Net Assets (6,769,056)                

Net Assets

Beginning of period 63,481,346               

End of period 56,712,290$             
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Note 1: Nature of Operations 

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 92 portfolios (the Funds); the 

financial statements of one of these funds is included in this report. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 

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.  Transfers in 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 on 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. 
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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 is valued daily. 

Federal Income Taxes 

The Fund complies with the requirements under Section 501(a) of the IRC and apportion 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 24, 2019, which is the date the financial 

statements were available to be issued. 

Investment Management Advisor 

The investment management advisor is Vulcan Value Partners, LLC. 

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 has also entered 

into investment advisory and service agreements with various third-party advisors.  These fees 

compensate the advisors for the services they provide and for expenses borne by the advisors 

under the various agreements. 

The following table indicates the fees charged the fund and the various classes of units within the 

Fund (as a percentage of net assets).  These charges are calculated using the fund's average daily 

net assets: 

Investment

Administrative Advisory Custody Other Total

Fund Fees Fees Fees Fees Fees

Vulcan Value Partners

   Large Cap Fund:

Class R1 0.08% 0.60% 0.03% 0.01% 0.72%
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Note 3: Financial Highlights 

 Class R1 

Vulcan Value 

Partners Large 

Cap Fund

 Net asset value, beginning of year 11.63$                      

Net investment income 0.09                          

 Net realized and unrealized losses (0.99)                         

 Net decrease from investment operations (0.90)                     

Net asset value, end of year 10.73$                  

Total return -7.74%

Ratio to average net assets:

Net investment income 0.72%

Expenses 0.73%

 

Note 4: Participant Unit Transactions 

 Units  Dollars 

Class R1:

Proceeds from sales of units 525,941                6,457,874$           

Cost of units redeemed (703,622)               (8,595,446)            

Net decrease in total net assets from

participant transactions (177,681)               (2,137,572)$          

Vulcan Value Partners Large Cap 

 

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 a liability, 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.  There is a hierarchy of three levels of inputs that may be used to measure fair value. 

  



Hand Composite Employee Benefit Trust 
Notes to Financial Statements 

December 31, 2018 

 12 

Level 1: Quoted prices in active markets for identical assets or liabilities that the Fund can 

access on the measurement date. 

Level 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 

substantially 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 a description of the valuation methodologies and inputs used for assets measured at 

fair value on a recurring 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, 2018. 

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. 

Common and Foreign Stock.  Securities traded on a national securities exchange (or reported on 

the NASDAQ national market) 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.  Certain foreign securities may be fair 

valued using a pricing service that considers the correlation of the trading patterns of the foreign 

security to the intraday trading in the U.S. markets for investments, such as American Depository 

Receipts and the movement of certain indexes of securities based on a statistical analysis of the 

historical relationship and are categorized as either Level 1 or 2 of 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 a recurring basis  

and the level within the fair value hierarchy in which the fair value measurements fall at 

December 31, 2018. 



Hand Composite Employee Benefit Trust 
Notes to Financial Statements 

December 31, 2018 

 13 

 Quoted 

 Prices in 

 Active   Significant 

 Markets for   Other  Significant 

 Identical  Observable  Unobservable 

 Assets  Inputs  Inputs 

 Fair Value  (Level 1)  (Level 2)  (Level 3) 

The Vulcan Value Large Cap Fund 

Short Term Investment 625,705$           625,705$           -$                       -$                       

Common Stock 48,279,732        48,279,732        -                         -                         

Foreign Stock 7,499,019          7,499,019          -                         -                         

Common Trust Fund - Fixed Income (A) 66,018               

Total 56,470,474$      

Fair Value Measurements Using

(A) Certain investments 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 

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 

securities will occur in the near term and that such change could materially affect the amounts 

reported in the accompanying statement of assets and liabilities. 

 



 

  

 

Supplemental Information 
 



Hand Composite Employee Benefit Trust 
Schedule of Investment Purchases and Sales – Selected Fund 

Year Ended December 31, 2018 

 14 

Investment Class Cost

Common Stock 40,379,360$     

Foreign Stock 4,517,230             

Common Trust Fund - Fixed Income 5,406,387         

Total Investments Purchased 50,302,977$     

Investment Class Proceeds Cost Gain

Common Stock  $         38,741,875  $         35,083,023  $        3,658,852 

Foreign Stock 6,933,916         5,841,896                    1,092,020 

Common Trust Fund - Fixed Income 5,493,515         5,493,515                                  - 

Total Investments Sold 51,169,306$     46,418,434$     4,750,872$    

Sales

Purchases

 


