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FORM ADV 
Part II - Page 2 

Applicant: SEC File Number: 
 
801- 

Date: 

  

1.     A.     Advisory Services and Fees.  (check the applicable boxes)       For each type of service provided, state the 
                                                                                                                       approximate % of total advisory billings from                                   
Applicant:                                                                                                     that service.  (See instruction below.)                
          (1)      Provides investment supervisory services ..........................................................................................                       % 
          (2)      Manages investment advisory accounts not involving investment supervisory services.....................                      %     
          (3)      Furnishes investment advice through consultations not included in either service described above...                      %      
          (4)      Issues periodicals about securities by subscription ..............................................................…...........                      % 
          (5)      Issues special reports about securities not included in any service described above...........................                      % 
          (6)      Issues, not as part of any service described above, any charts, graphs, formulas, or other devices 
                     which clients may use to evaluate securities.......................................................................................                       % 
           (7)      On more than an occasional basis, furnishes advice to clients on matters not involving securities...                       % 
           (8)      Provides a timing service ...............................................................................................................…                       % 
           (9)      Furnishes advice about securities in any manner not described above..........................................….                       % 
 

(Percentages should be based on applicant’s last fiscal year.  If applicant has not completed its first fiscal year, 
provide estimates of advisory billings for that year and state that the percentages are estimates.) 

_________________________________________________________________________________________________________   
                                                                                                                                                                                        Yes      No   
    B.    Does applicant call any of the services it checked above financial planning or some similar term? . . . . . . .               
 _________________________________________________________________________________________________________ 
    C.    Applicant offers investment advisory services for: (check all that apply) 
  
            (1)    A percentage of assets under management                                  (4)      Subscription fees 
            (2)    Hourly charges                                                                             (5)      Commissions 
            (3)    Fixed fees (not including subscription fees)                                (6)      Other 
_________________________________________________________________________________________________________                                                                                                                                                                                                                  
    D.    For each checked box in A above, describe on Schedule F: 
 

• the services provided, including the name of any publication or report issued by the adviser on a subscription basis or for 
a fee 

 
• applicant’s basic fee schedule, how fees are charged and whether its fees are negotiable 

 
• when compensation is payable, and if compensation is payable before service is provided, how a client may get a refund 

or may terminate an investment advisory contract before its expiration date 
                               
 2. Types of clients - Applicant generally provides investment advice to: (check those that apply) 
 
             A.    Individuals                                                        E    Trusts, estates, or charitable organizations 
             B.    Banks or thrift institutions                                F.    Corporations or business entities other than those listed above 
             C.    Investment companies                                      G.    Other (describe on Schedule F)  
             D.    Pension and profit sharing plans 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 

 
 
 
 
 
 

 
 
 

  

 
 
 

 
 
 

 
 
 
 

 
 
 



FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

3.   Types of Investments.  Applicant offers advice on the following: (check those that apply) 
 
              A.    Equity securities                                                                            H.    United States government securities 
                     (1) exchange-listed securities                                                          I.    Options contracts on: 
                     (2) securities traded over-the-counter                                                    (1) securities 
                     (3) Foreign issuers                                                                                 (2) commodities 
 
              B.    Warrants                                                                                         J.    Futures contracts on: 
              C.     Corporate debt securities (other than commercial paper)                    (1) tangibles 
                                                                                                                                    (2) intangibles 
              D.     Commercial paper 
              E.      Certificates of deposit                                                                   K.   Interests in partnerships investing in: 
              F.      Municipal securities                                                                             (1) real estate 
                                                                                                                                     (2) oil and gas interests 
              G.      Investment company securities:                                                          (3) other (explain on Schedule F) 
                       (1) variable life insurance 
                       (2) variable annuities                                                                      L.   Other  (explain on Schedule F) 
                       (3) mutual fund shares 

4.   Methods of Analysis, Sources of Information, and Investment Strategies. 
 
      A.   Applicant’s security analysis methods include: (check those that apply) 
 
      (1)            Charting                                                                             (4)                Cyclical 

      (2)            Fundamental                                                                      (5)                Other  (explain on Schedule F) 

      (3)            Technical 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       B.   The main sources of information applicant uses include: (check those that apply) 
 
      (1)             Financial newspapers and magazines                          (5)           Timing services  

      (2)             Inspections of corporate activities                               (6)           Annual reports, prospectuses, filings with the  

      (3)             Research materials prepared by others                                        Securities and Exchange Commission 

      (4)             Corporate rating services                                             (7)           Company press releases 

                                                                                                             (8)          Other  (explain on Schedule F) 

_________________________________________________________________________________________________________                                                                                                                                                                                                                  
       C.    The investment strategies used to implement any investment advice given to clients include: (check those that apply) 
 
      (1)             Long term purchases                                                       (5)              Margin transactions 
                        (securities held at least a year) 
      (2)            Short term purchases                                                        (6)              Option writing, including covered options, 
                        (securities sold within a year)                                                            uncovered options or spreading strategies 

      (3)            Trading (securities sold within 30 days)                          (7)              Other (explain on Schedule F) 

      (4)            Short sales 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

 
 
 

 

 
 

 
 

 
 
 

 

 
 

 
 
 

 
 
 

 
 
 

 
 

 
 
 
 

 
 

 
 

 

 

 

 

 

 
 



FORM ADV 
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Applicant: SEC File Number: 
801- 

Date: 

5.     Education and Business Standards. 
 
        Are there any general standards of education or business experience that applicant requires of those involved in       Yes   No 
        determining or giving investment advice to clients? ...................................................................................................         

 
(If yes, please describe these standards on Schedule F) 

6.     Education and Business Background. 
        For: 

•  each member of the investment committee or group that determines general investment advice to be given to clients, or 
•  if the applicant has no investment committee or group, each individual who determines general investment advice 

                clients (if more than five, respond only for their supervisors) 
 •      each principal executive officer of applicant or each person with similar status or performing similar functions. 
         

        On  Schedule F, give the: 
        •      name                                                                              •       formal education after high school 
        •      year of birth                                                                   •       business background for the preceding five years 

7.     Other Business Activities.  (check those that apply) 
 
                A.     Applicant is actively engaged in a business other than giving investment advice. 

          B.     Applicant sells products or services other than investment advice to clients. 

C.   The principal business of applicant or its principal executive officers involves something other than providing 
          investment advice. 

 
(For each checked box describe the other activities, including the time spent on them, on Schedule F.) 

8. Other Financial Industry Activities or Affiliations.  (check those that apply) 

               A.    Applicant is registered (or has an application pending) as a securities broker-dealer.   

   B.    Applicant is registered (or has an application pending) as a futures commission merchant, commodity pool operator 
           or commodity trading adviser. 

               C.    Applicant has arrangements that are material to its advisory business or its clients with a related person who is a: 
 
               (1)   broker-dealer                                                                       (7)    accounting firm 

               (2)   investment company                                                           (8)    law firm 

               (3)   other investment adviser                                                     (9)    insurance company or agency 

               (4)   financial planning firm                                                      (10)   pension consultant 

               (5)   commodity pool operator, commodity trading                  (11)   real estate broker or dealer 
                       adviser or futures commission merchant 

               (6)   banking or thrift institution                                                (12)   entity that creates or packages limited partnerships 
 

(For each checked box in C, on Schedule F identify the related person and describe the relationship and the arrangements.) 
                                                                                                                                                                                                Yes     No 
         D.     Is applicant or a related person a general partner in any partnership in which clients are solicited to invest?..          
 

(If yes, describe on Schedule F the partnerships and what they invest in.) 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 
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Applicant: SEC File Number: 
801- 

Date: 

9.     Participation or Interest in Client Transactions. 
  
       Applicant or a related person: (check those that apply) 
 
                A.    As principal, buys securities for itself from or sells securities it owns to any client. 

                B.    As broker or agent effects securities transactions for compensation for any client. 

          C.    As broker or agent for any person other than a client effects transactions in which client securities are sold to or                                              
                        bought from a brokerage customer. 

   D.   Recommends to clients that they buy or sell securities or investment products in which the applicant or a related                                                   
            person has some financial interest. 

                 E.   Buys or sell for itself securities it also recommended to clients. 

 
(For each box checked, describe on Schedule F when the applicant or a related person engages in these transactions and 

 what restrictions, internal procedures, or disclosures are used for conflicts of interest in those transactions.)  
 

      Describe, on Schedule F, your code of ethics, and state that you will provide a copy of your code of ethics to any client or     
      prospective client upon request. 

10.    Conditions for Managing Accounts.  Does the applicant provide investment advisory services, manage                   Yes    No 
          investment advisory accounts or hold itself out as providing financial planning or some similarly termed 
          services and impose a minimum dollar value of assets or other condition for starting or maintaining an 
          account?  
 

(If yes, describe on Schedule F) 

11.     Review of Accounts.  If applicant provides investment supervisory services, manages investment advisory account,  
          or holds itself out as providing financial planning or some similarly termed services: 
 

A. Describe below the reviews and reviewers of the accounts. For reviews, include their frequency, different levels, and  
       triggering factors. For reviewers, include the number of reviewers, their titles and functions, instructions they receive     
       from applicant on performing reviews, and number of accounts assigned each. 

 
 
 
 
 
 
 
 
          B.   Describe below the nature and frequency of regular reports to clients on their accounts. 
 
 
 
 
 
 
 
 
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 
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Applicant: SEC File Number: 
801- 

Date: 

12.     Investment or Brokerage Discretion.  
 
          A.     Does applicant or any related person have authority to determine, without obtaining specific client consent, the: 
                                                                                                                                                                                                 Yes   No 
                   (1)    securities to be bought or sold? ...............................................................................................................           
                                                                                                                                                                                                 Yes   No 

(2) amount of securities to be bought or sold? .......................................................................................…..    
                                                                                                                                                                                                 Yes   No 
                   (3)    broker or dealer to be used?     ................................................................................................................    
                                                                                                                                                                                                 Yes   No 
                   (4)    commission rates paid? ...........................................................................................................................            
  ________________________________________________________________________________________________________                                                                                                                                                                                                                
                                                                                                                                                                                                 Yes   No 
           B.     Does applicant or a related person suggest brokers to clients? .......................................................................           
 
                    For each yes answer to A describe on Schedule F any limitations on the authority. For each yes to A(3), A(4)  
                    or B, describe on Schedule F the factors considered in selecting brokers and determining the reasonableness  
                    of their commissions. If the value of products, research and services given to the applicant or a related  
                    person is a factor, describe:  
 
                    •     the products, research and services  
 
      •      whether clients may pay commissions higher than those obtainable from other brokers in return for those products           
                           and services  
 
      •       whether research is used to service all of applicant's accounts or just those accounts paying for it; and  
 
                    •       any procedures the applicant used during the last fiscal year to direct client transactions to a particular broker in      
                             return for product and research services received.  

13.       Additional Compensation. 
 
            Does the applicant or a related person have any arrangements, oral or in writing, where it:  
 
            A.      is paid cash by or receives some economic benefit (including commissions, equipment or non-research          Yes   No  
                      services) from a non-client in connection with giving advice to clients? . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

                                                                                                                                                                                                    Yes   No    

            B.      directly or indirectly compensates any person for client referrals?. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .          

(For each yes, describe the arrangements on Schedule F.) 

14.       Balance Sheet.  Applicant must provide a balance sheet for the most recent fiscal year on Schedule G if applicant:  
 
            •        has custody of client funds or securities (unless applicant is registered or registering only with the  
                      Securities and Exchange Commission); or  
 
            •        requires prepayment of more than $500 in fees per client and 6 or more months in advance  
                                                                                                                                                                                                    Yes  No  
                     Has applicant provided a Schedule G balance sheet?..............................................................................                  
 

 

Answer all items. Complete amended pages in full, circle amended items and file with execution page (page 1) 

  

  

  
 

  

  

  

  

  



Schedule F of 
FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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FORM ADV 
Continuation Sheet for Form ADV Part II 

Applicant: SEC File Number: 
 
801- 

Date: 

 
(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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801- 
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
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Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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(Do not use this Schedule as a continuation sheet for Form ADV Part I or any other Schedules) 

 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
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Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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Item of Form 
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 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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 1. Full name of applicant exactly as stated in Item 1A of Part I of Form ADV: IRS Empl. Ident. No.: 

Item of Form 
(identify) 

 
Answer 

  

 

 (Complete amended pages in full, circle amended items and file with execution page (page 1). 
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	0: Introduction
 
This brochure provides information about the qualifications and business practices of RE Advisers Corporation (“RE Advisers”).  Please contact Danielle Sieverling, Chief Compliance Officer (“CCO”) at 703-907-5993 if you have any questions about the contents of this brochure.  The information in this brochure has not been approved or verified by the United States Securities and Exchange Commission (“SEC”) or by any state securities authority.
 
Additional information about RE Advisers is available on the Internet at www.adviserinfo.sec.gov/IAPD/Content/Search/iapd_OrgSearch.aspx. You can search this site by a unique identifying number, known as a CRD number. The CRD number for RE Advisers is 109845.
 
Advisory Services and Fees
 
Scope
 
Pursuant to an investment advisory agreement, RE Advisers provides investment supervisory services to private advisory clients and serves as the investment adviser to seven of the Homestead Funds, Inc., an investment company registered under the Investment Company Act of 1940, as amended, (“Homestead Funds”).  As investment adviser, RE Advisers is responsible for selecting investments, managing the portfolios and setting investment strategies and policies for the Daily Income, Short-Term Government Securities, Short-Term Bond, Value and Small-Company Stock Funds.  RE Advisers is responsible for overseeing the selection of investments, management of the portfolio and the setting of investment strategies for the Growth Fund by T. Rowe Price Associates, Inc. (“T. Rowe Price”) and the International Value Fund by Mercator Asset Management, L.P. (“Mercator”), the respective subadvisers of those Funds.  RE Advisers serves as the administrator for the Stock Index Fund. 
 
RE Advisers provides financial planning services to its non-fund clients (“financial planning clients”).  After financial planning clients review and execute the Acceptance of Financial Planning Services and complete the Retirement Planning Questionnaire, RE Advisers prepares a written retirement plan, which summarizes the material provided and contains suggested strategies and a general asset allocation model.  To prepare the written retirement plan, RE Advisers inputs information provided by the client's questionnaire submission into financial planning software to project future income and expenses and retirement savings goals.  The financial plan will not include recommendations of specific investments or products or analyze particular securities.  Rather, plan recommendations will be general and strategic in nature, based principally on the client's current financial situation and stated goals and objectives.  Financial planning clients decide whether, how and with whom to implement financial plans.
 
In addition to management of the Homestead Funds, RE Advisers provides investment advice to a pension and profit sharing plan, corporation and a self-insured fund (“private advisory clients”) collectively with the Homestead Funds as (“investment advisory clients”) under written investment advisory agreements.  These

	Text12: 
	0: 











1.D.

	Text9: 
	Text10: 
	Text14: 
	Text15: services are provided to each private advisory client on the basis of the client's individual circumstances and needs in a manner consistent with the agreement, including the private advisory client's investment policies or guidelines that are set forth or referred to in or attached to the agreement. 
 
Fees and Investment Advisory Agreements
 
There are several fee schedules that RE Advisers employs.  The fees are negotiable based on assets under management and the needs of the clients.  They are as follows:
 
Fee Schedule A:
.45% of average daily net assets
 
Fee Schedule B:
.50% of average daily net assets
 
Fee Schedule C:
.60% of average daily net assets
 
Fee Schedule D:
.65% of average daily net assets up to $250 million
.60% of average daily net assets over $250 million
 
Fee Schedule E:
.85% of average daily net assets up to $200 million
.75% of average daily net assets over $200 million
 
Fee Schedule F:
.65% of average daily net assets up to $200 million
.50% of average daily net assets up to the next $200 million
.40% of average daily net assets over $400 million
 
 Fee Schedule G:
.75% of average daily net assets up to $300 million
.65% of average daily net assets up to the next $100 million
.55% of average daily net assets up to the next $100 million
.50% in excess of $500 million
 
Fee Schedule H:
.40% of the market value of portfolio assets
 
Fee Schedule I:
.25% of the market value of portfolio assets
	Text16: 
	Text17: Fee Schedule J:
.35% of the market value of portfolio assets of the equity portion of the portfolio
.10% of the market value of portfolio assets of the bond portion of the portfolio
 
The fee accruals for the Homestead Funds are paid monthly in arrears to RE Advisers by the first business day of the second calendar month following the month for which it is being paid.  The private advisory clients are sent quarterly invoices for their respective fees and submit payment to RE Advisers.  Fees are not deducted directly from private advisory client accounts.  RE Advisers does not currently allow performance-based advisory fees.
 
Generally, private advisory clients and Homestead Funds are responsible for the fees and expenses charged by custodians and imposed by broker-dealers, including, but not limited to, any transaction charges as stated in the investment advisory agreement.
 
With respect to the investment advisory agreement for a private advisory client, the agreement may be terminated by either the client or RE Advisers by providing written notice to the other party at least thirty (30) days prior to the date on which such termination is to become effective.  
 
With respect to the investment advisory agreement for each of the Funds of Homestead Funds, the agreement may be terminated at any time, without the payment of penalty, by the board of directors of Homestead Funds or by a vote of the majority of the outstanding voting securities of that Fund upon 60 days prior notice in writing to RE Advisers; provided that in the case of termination by the board of directors, such action shall have been authorized by resolution of a majority of the board of directors who are not parties to the investment advisory agreement or interested person of any such party RE Advisers may terminate the investment advisory agreement for any Fund of Homestead Funds upon 60 days prior written notice to the board of directors of Homestead Funds.
 
Financial planning services require RE Advisers to collect personal financial data.  RE Advisers has policies and procedures in place to safeguard nonpublic personal information, as well as other confidential information.  All nonpublic information, whether relating to RE Advisers' current or former clients, is subject to these privacy policies and procedures.
 
There are no fees associated with the financial planning services nor does RE Advisers receive compensation for such services.  However, RE Advisers receives compensation for managing Homestead Funds, and financial planning clients who chose to invest in Homestead Funds will be subject to the normal investment management fees paid to RE Advisers.  Additionally, if a financial planning client chooses to use a broker-dealer to implement their financial planning goals, they may be subject to additional fees from that broker-dealer.  The Acceptance of Financial Services that is executed by each financial planning client terminates 60 days after the written retirement plan is delivered.  
	Text18: 
	Text19: The recommendation of Homestead Funds to a private advisory client raises a conflict of interest because RE Advisers serves as the investment adviser to Homestead Funds.  In an effort to address this conflict of interest, a private advisory client will not be charged an advisory fee for those assets under management invested in Homestead Funds. It should be noted, however, that when private advisory client assets are invested in Homestead Funds, the private advisory client still indirectly pays an advisory fee to RE Advisers equal to the advisory fee paid by Homestead Funds to RE Advisers that is applicable to the shares of Homestead Funds owned by the private advisory client.  Thus, a private advisory client whose assets are invested in Homestead Funds may pay an indirect advisory fee that is higher than the waived advisory fee set forth in the investment advisory agreement the private advisory client has with RE Advisers.  Generally, private advisory clients are not invested in any investment companies other than Homesteads Funds or exchange-traded funds and therefore are not subject to any additional investment management fees.  However, RE Advisers may use sweep vehicles for excess cash, which may charge additional investment management fees and may invest in mutual funds or commingled trusts.
Proxy Voting
RE Advisers has adopted policies and procedures (“Procedures”) to address its proxy voting responsibilities.  Under the procedures, RE Advisers votes proxies related to the investment portfolio securities in an client's account unless a client has expressly reserved the authority to vote such proxies.  Currently, RE Advisers votes proxies for all of its investment advisory clients.
 
To assist RE Advisers in carrying out its proxy voting functions, the firm has engaged RiskMetricsGroup (“RMG”), which provides proxy research, advisory, voting, recordkeeping and vote-reporting services.  RMG receives all proxy materials for securities held in investment advisory client accounts.  RMG forwards the relevant proxy materials, research and recommendations on proxy issues to RE Advisers.
 
RE Advisers votes investment advisory client proxies pursuant to its proxy voting guidelines (“Guidelines”) referenced in the Procedures.  While RE Advisers generally follows RMG's recommendation on proxy issues, RE Advisers bears ultimate responsibility for proxy voting decisions.
The Procedures and Guidelines are reasonably designed to ensure that RE Advisers votes proxies in the best interest of its investment advisory clients for those accounts which RE Advisers has proxy voting discretion.  RE Advisers generally votes proxies with a view to enhancing the value of the shares of stock held in investment advisory client accounts.
RE Advisers recognizes that under certain circumstances it may have a material conflict of interest in voting proxies on behalf of its investment advisory clients.  For example, it may have a conflict if RE Advisers, its personnel or its affiliates have a business or personal relationship with the proponent of a proposal or with participants in proxy contests, corporate directors or director candidates.  RE Advisers has established policies to 
ensure that proxy votes are voted in its investment advisory clients' best interest and not affected by the possible
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	Text21: conflicts of interest.  First, except in certain circumstances, RE Advisers votes in accordance with its pre-determined Guidelines.  Second, RE Advisers will consider the recommendations of RMG.  Third, in the event of a material conflict of interest, RE Advisers will vote the proxy in accordance with the instructions of the investment advisory clients, seek the recommendation of an independent third party such as RMG or resolve the conflict in such other manner as RE Advisers believes is appropriate.
 
RE Advisers may refrain from voting proxies when the cost of voting could exceed the expected benefit to an investment advisory client and, thus, it would not be prudent to vote the proxy (for example, securities loaned by a client to another party or shares of foreign stocks).
 
For each proxy voted, RE Advisers has contracted with RMG to maintain all related records.  
 
Information about how RE Advisers voted proxies for securities in an investment advisory client's account and a copy of the Procedures and Guidelines governing proxy voting are available by calling the CCO at (703) 907-5993.
 
Class Actions, Bankruptcies and Other Legal Proceeds 
Unless the client requests otherwise, RE Advisers will research and analyze all active legal proceedings involving companies whose securities are held in a client's account, and if appropriate, pursue claims for any client eligible to participate in the legal proceedings.  This includes the filing of “Proof of Claims” in class action settlements. 
 
Education and Business Standards
 
Persons providing investment advice to private advisory clients and Homestead Funds on behalf of RE Advisers must, at a minimum, have a bachelors degree and prior satisfactory experience in the securities industry, preferably around 15 years. 
 
 
Education and Business Background
 
Peter Morris. Mr. Morris is a Director and the President of REA and Vice President and Chief Investment Officer of NRECA. He was born in 1948. He received his BS in Economics from Coe College. He has been with NRECA since 1974. Mr. Morris is also a Portfolio Manager of the Value Fund and the Small-Company Stock Fund.  He has co-managed the aforementioned funds since inception. He is a Director and Vice President of RE Investment Corporation and a Director and President of Homestead Funds, Inc.
 
Stuart Teach. Mr. Teach is a Director and the Vice President of REA. He was born in 1945. He received his BS in Business Administration and Finance from Ohio State University. He received his MBA in Finance from Miami University. He is also a Chartered Financial Analyst. Mr. Teach is also a Senior Equity Portfolio Manager with NRECA. He has co-managed the Value Fund and the Small-Company Stock Fund since their inception. He has been with NRECA since 1985. He is a Director and President of RE Investment Corporation.
	Text22: 
	Text23: Douglas Kern. Mr. Kern is a Senior Fixed-Income Portfolio Manager for REA. He was born in 1951. He is the portfolio manager for the Short-Term Government Securities Fund and the Short-Term Bond Fund. He has managed the aforementioned Funds since inception. He received his BA in Business Administration and his MBA in Finance from Pennsylvania State University. He is also a Chartered Financial Analyst. He has been with NRECA since 1985. 
 
Patricia Murphy. Ms. Murphy is a Money Market Portfolio Manager for REA and the Director of Pension Investments for NRECA. She was born in 1955. She is the Portfolio Manager for the Daily Income Fund. She received her BS in Economics and Business Administration from the State University of New York. She received her MBA in Finance from the University of Rochester. She is also a Chartered Financial Analyst. She is a Director of RE Investment Corporation and has been with NRECA since 1997.
 
Mark Ashton. Mr. Ashton is an Equity Portfolio Manager for REA and NRECA. He was born in 1957. He and co-managers Messrs. Morris and Teach oversee the investment activities of the Value Fund and the Small-Company Stock Fund. He received his BS in Finance from the University of Utah. He received his MBA specializing in Marketing Research from the University of Southern California. He is also a Chartered Financial Analyst. Mr. Ashton was a Vice-President of Capital Research Company from 1984 to 1998 before joining REA and NRECA in 1999.
 
Prabha Carpenter. Ms. Carpenter is a Senior Equity Research Analyst for REA and NRECA. She was born in 1953. She provides research to the Value Fund and the Small-Company Stock Fund. She attended the University of Madras located in India and received her BA in Economics in 1974. In 1977, she received her MBA in Finance from American University located in Washington, DC. She is also a Chartered Financial Analyst. She was a Senior Vice President of Washington Investment Advisers and GEICO Investment Services from 1985 to 2001 before joining REA and NRECA in 2002.
 
Danielle Sieverling. Ms. Sieverling is the Chief Compliance Officer for REA. She was born in 1971. She received her BS in Accounting from Kansas State University and her MBA in Finance from Rockhurst University. She is also the Chief Compliance Officer of Homestead Funds, Inc. and RE Investment Corporation. Ms. Sieverling joined NRECA in 2000 and currently serves as Chief Compliance Officer and Vice President of Management Advisory Services. Before joining NRECA, she was a risk manager at State Street Bank Kansas City. 
 
Kelly Bowers Whetstone. Ms. Whetstone is the Secretary for REA. She was born in 1977. She received her BA and JD from the University of Virginia. Ms. Whetstone joined NRECA in 2007 and currently serves as Counsel and Director of Compliance, as well as Secretary of Homestead Funds, Inc. and RE Investment Corporation. Prior to joining NRECA, she was an associate at the law firms of Bell, Boyd & Lloyd LLP from 2005 to 2007 and Seward & Kissel LLP from 2003 to 2005.
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	Text27: Amy DiMauro. Ms. DiMauro is a Director and the Treasurer of REA.  She was born in 1971.  She received her BS in Accounting from Bentley College located in Waltham, Massachusetts.  Ms. DiMauro joined NRECA in 1996.  She currently serves as Director of Daily Pricing Funds, as well as Treasurer of Homestead Funds, Inc.  She is also a Director and the Treasurer of RE Investment Corporation.
 
Other Business Activities
 
7.C.
RE Advisers provides certain administrative services to Homestead Funds.  These services include:  (i) maintenance of Homestead Funds corporate existence and corporate records; (ii) maintenance of the registration and qualification of Homestead Fund shares under federal and state law; (iii) coordination and supervision of financial, accounting and administrative functions; (iv) selection, coordination of the activities of, supervision and service as liaison with various agents and other parties employed by Homestead Funds; and (v) assistance in the preparation and development of all shareholder communications and reports.  RE Advisers also will furnish to or place at the disposal of Homestead Funds such information, reports, evaluations, analyses, and opinions as may, from time to time, reasonably request or which RE Advisers believes would be helpful to Homestead Funds.
 
All of RE Advisers' directors, officers and employees are employed and compensated by NRECA.  Additionally, the majority of RE Advisers' directors, officers and employees have responsibilities with RE Investment, and some have responsibilities with Homestead Funds, which creates a conflict of interest between RE Advisers and the other entities.  Additional information regarding these entities is provided below under “Other Financial Industry Activities or Affiliations.”  Aware of this conflict, the CCO has assessed the risks and developed internal controls to avoid to the extent possible any conflict.  Depending on the nature of the position, individuals may spend as much as 50% or more of their time with these related activities. 
 
While these individuals endeavor at all times as part of RE Advisers' fiduciary duty to put the interests of the clients first, clients should be aware the potential conflicts of interest that may affect the judgment of these individuals when making recommendations.   
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	Text29: Other Financial Industry Activities or Affiliations
 
8.C.1.
 
RE Advisers is registered as an investment adviser with the SEC and is a wholly-owned subsidiary of RE Investment, a limited-purpose registered broker-dealer.  RE Investment is the distributor and principal underwriter for Homestead Funds and does not receive any commissions or other compensation for the services it provides.  RE Investment is a wholly-owned subsidiary of NRECA United, Inc., a holding company organized 
by NRECA to hold stock of NRECA subsidiaries and is a member of the Financial Industry Regulatory 
Authority (“FINRA”). 
 
As discussed above, RE Advisers, NRECA, Homestead Funds and RE Investment share certain key officers, including the President, CCO, Secretary and Treasurer.  Each entity has developed policies and procedures to address such conflict, and the CCO periodically evaluates those policies and procedures to ensure that they are working as designed.  
  
8.C.2.
 
RE Advisers serves as investment manager for the Homestead Funds, Inc., a registered investment company under the Investment Company Act of 1940, with respect to seven of its separate investment portfolios (the “Funds”) and provides administrative services to all of the Funds. 
 
Participation or Interest in Client Transactions
 
As an indirect wholly-owned subsidiary of NRECA, RE Advisers is a related party of NRECA.  Persons who are officers and directors of RE Advisers and certain persons who are employed by RE Advisers also are employed by NRECA. In such capacity, these persons may provide investment advice to and supervision and monitoring of a qualified defined benefit plan, a qualified defined contribution plan and a welfare benefit plan provided by NRECA for its employees and the employees of its rural electric cooperative members (the “NRECA Plans”).  RE Advisers may buy or sell securities for its investment advisory clients that also may be bought or sold for the NRECA Plans.  Any such transaction would be based on the judgment that the specific purchase or sale was appropriate for both the investment advisory client and the NRECA Plans under the circumstances.  Where such transactions are entered into on a simultaneous basis, the transactions will be allocated in an equitable manner in accordance with written procedures.  Such written procedures provide RE Advisers and investment advisory personnel employed by NRECA guidance in allocating purchase and sales transactions made on a combined basis for investment advisory client accounts and the NRECA plans.  The procedures state that RE Advisers must seek to achieve the same net unit price of securities for each investment advisory client and must seek to allocate, as nearly as practicable, such transactions on a pro-rated basis substantially in proportion to the amounts ordered to be purchased or sold by each party.  For additional information on this practice, see “Trade Allocation/Aggregation,” below. 
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	Text31: It is the policy of RE Advisers to prohibit officers, directors and other employees of RE Advisers from trading in furtherance of their personal interests to the detriment of investment advisory clients or attempting to benefit from the market impact on anticipated or actual transactions of advisory clients.  RE Advisers has adopted formal procedures to prevent fraudulent, deceptive or manipulative trading practices.  In addition, RE Advisers has established policies and procedures to detect and prevent the misuse of material, non-public information.  RE Advisers requires its officers, directors and other access persons to comply with its Code of Ethics (the “Code”).  
 
The Code has been adopted by Homestead Funds, RE Advisers and RE Investment (collectively, the “Company”) and is designed to comply with Rule 17j-1 under the Investment Company Act of 1940, as amended, and Rule 204A1 under the Investment Advisers Act of 1940, as amended.  Additionally, the Code is meant to embody the spirit of NRECA and comply with all applicable federal and state securities laws.
 
The purpose of the Code is to ensure that all employees of the Company apply high ethical standards in their daily performance and do not participate in activities which may lead to or give the appearance of conflicts of interest, insider trading and other forms of prohibited or unethical business conduct.  The Code describes the ethical behavior required of Company personnel and, among other things, requires officers, directors and other access persons to pre-clear certain personal trades in covered securities, annually report securities holdings and provide quarterly reports of personal trading activities in covered securities.  RE Advisers routinely reviews the personal trading activities of officers, directors and other access persons of the Company and provides annual, as well as as-needed, training.
 
Strict compliance with the provisions the Code is a basic condition of employment with the Company.  A material breach of the provisions of the Code may constitute grounds for disciplinary action, up to and including termination.  
  
Clients and prospective clients can obtain a copy of the Code by calling 1-800-258-3030.
 
Conditions for Managing Accounts
 
Generally, RE Advisers requires a minimum dollar value of assets of $5,000,000 for a private advisory client to start a separate account.  However, this amount is negotiable.
 
RE Advisers does not require a minimum dollar value of assets or other conditions for providing financial planning services to its financial planning clients.
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12.A.1. and 
12.A.2.





	Text33: Review of Accounts
 
PRIVATE ADVISORY CLIENTS
Stuart Teach, senior equity portfolio manager, has the principal responsibility for equity investments; Douglas Kern, senior fixed-income portfolio manager, has the principal responsibility for fixed-income investments; and Patricia Murphy, money market portfolio manager, has the principal responsibility for money market investments.  These portfolio managers are supervised by Peter Morris, President of RE Advisers.  Private advisory client account reviews are conducted on an on-going basis and focuses on the continued appropriateness of each security in a given client's portfolio, the mix of investments in view of the client's stated investment objectives, programs, policies and restrictions.  At least annually or more frequently if requested, RE Advisers meets with each private advisory client to review the account portfolio.  
 
HOMESTEAD FUNDS, INC.
Stuart Teach, senior equity portfolio manager, has the principal responsibility for equity investments; Douglas Kern, senior fixed-income portfolio manager, has the principal responsibility for fixed-income investments; and Patricia Murphy, money market portfolio manager, has the principal responsibility for money market investments.  These portfolio managers are supervised by Peter Morris, President of RE Advisers.  Reviews of the Funds' accounts are conducted on an on-going basis and focuses on the continued appropriateness of each security in a given Fund portfolio, the mix of investments in view of the Fund's stated investment objectives, programs, policies and restrictions.  At least quarterly, the Funds' Board of Directors reviews the investments for the Funds.  
 
On a monthly basis, the Funds' investments are reviewed regarding (i) compliance with each Fund's investment objectives, programs, policies and restrictions, and (ii) compliance with conditions for qualification of each Fund as a regulated investment company under the Internal Revenue Code of 1986, as amended.
 
RE Advisers does not have custody over client accounts.  RE Advisers' clients' applicable custodian banks furnishes a report to the private advisory client on a quarterly basis at a minimum, or more often upon client request, and RE Advisers accesses these reports monthly.  The report lists all purchase and sale transactions affected by RE Advisers for the quarter and all of the portfolio holdings as of the end of each quarter.  
 
RE Advisers may provide additional reports to investment advisory clients as needed.  Also, RE Advisers at least quarterly provides investment presentations and reports to the Homestead Funds' board of directors and investment commentary and analysis in Homestead Funds' annual and semi-annual shareholder reports.
 
 
Investment and Brokerage Discretion
 
Homestead Funds and private advisory clients have imposed certain limitations in their stated investment objectives, programs, policies and restrictions that may restrict the securities to be bought or sold or the amount of securities to be bought or sold.  Additional restrictions may be imposed by such investment advisory clients from time to time.  Purchases and sales, of course, must be suitable for each investment advisory client.
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	Text35: For investment advisory clients granting RE Advisers discretionary authority to determine which securities and the amounts of securities that are to be brought or sold for their accounts, RE Advisers requests that such discretionary authority be granted in writing.  Currently, RE Advisers has discretionary authority over all investment advisory client accounts.
 
Best Execution
 
Subject to the general supervision of the investment advisory client, it's Board of Directors or other designated person, RE Advisers is responsible for making decisions for investment advisory clients with respect to the purchase and sale of portfolio securities.  RE Advisers also is responsible for the implementation of those decisions, including the selection of broker-dealers to effect portfolio transactions, and the negotiation of the brokerage commissions.  RE Advisers has delegated its duty of best execution to its Brokerage Committee (the “Committee”), which consists of the portfolio management team, analysts, CCO and adequate representation from investment operations.  The Committee meets at least quarterly to review the criteria used in evaluating each broker-dealer's brokerage service, as well as an evaluation of each broker-dealer on the approved broker list.  The Committee evaluates supporting documentation, including best execution analytics, commission reports and brokerage services provided and documents its evaluation process.  Further, at least annually, the Committee reviews and discusses whether there are any enhancements necessary to the Committee's processes, giving consideration to any new SEC rule making or guidance.  The Committee also is responsible for reviewing the disclosure in this Form ADV Part II.  Periodically, the Committee will appoint a representative to survey other broker-dealers as to quality and cost of service.
 
In selecting a broker-dealer for each specific transaction, RE Advisers chooses a broker-dealer from the Committee's approved broker list, which it deems most capable of providing the services necessary to obtain the most favorable execution.  The full range of brokerage services applicable to a particular transaction may be considered when making this judgment, which may include, but is not limited to:  market maker in a particular security, liquidity, price, timing, research, bunched trades, capability of floor brokers or traders, competent block trading coverage, ability to position, capital strength and stability, reliable and accurate communications and settlement processing, use of automation, knowledge of other buyers or sellers, arbitrage skills, administrative ability, underwriting and provision of information on a particular security or market in which the transaction is to occur.  The specific criteria will vary depending upon the nature of the transaction, the market in which it is executed, and the extent to which it is possible to select from multiple broker-dealers.  
 
As discussed above, RE Investment is a limited purpose broker-dealer registered with the SEC under the Securities Exchange Act of 1934 (the “1934 Act”), as well as with FINRA.  RE Investment is exclusively limited to acting as the principal underwriter and distributor for Homestead Funds.  As a limited purpose broker-dealer, RE Investment does not handle, hold or own customer funds or securities, introduce or carry customer accounts or engage in the sale or solicitation of securities products except for investment company products.  Therefore, RE Investment does not execute trades on behalf of RE Advisers advisory clients.
	Text36: 
	Text37: Soft Dollars
 
In placing orders for its private advisory clients and Homestead Funds, RE Advisers, subject to seeking best execution, is authorized to cause each private advisory account or Fund to pay broker-dealers that furnish brokerage and research services (as such services are defined under Section 28(e) of the 1934 Act, as discussed below) a higher commission than might be charged by another broker-dealer that does not furnish such brokerage and research services or who furnishes services of lesser value.  However, such higher commissions must be deemed by RE Advisers as reasonable in relation to the brokerage and research services provided by the broker-dealer, viewed in terms of either that particular transaction or overall decision-making responsibilities of RE Advisers with respect to that client or other advisory clients as to which it exercises investment discretion (as such term is defined under Section 3(a)(3) of the 1934 Act).
 
Consistent with obtaining best execution for investment advisory clients, RE Advisers may direct brokerage transactions for investment advisory clients' portfolios to broker-dealers who provide research and execution services to RE Advisers and, indirectly, to RE Advisers' clients.  These services are of the type described in Section 28(e) of the 1934 Act and are designed to augment RE Advisers own internal research and investment strategy capabilities. This may be done without prior agreement or understanding by the investment advisory client (and done at RE Advisers discretion).  
 
RE Advisers does not attempt to put a specific dollar value on the services rendered or to allocate the relative costs or benefits of those services among investment advisory clients, believing that the research RE Advisers receives will help RE Advisers to fulfill its overall duty to its investment advisory clients. RE Advisers may not use each particular research service, however, to service each investment advisory client. As a result, a client may pay brokerage commissions that are used, in part, to purchase research services that are not used to benefit its account. Broker-dealers selected by RE Advisers may be paid commissions for effecting transactions for RE Advisers' clients that exceed the amounts other broker-dealers would have charged for effecting these transactions if RE Advisers determines in good faith that such amounts are reasonable in relation to the value of the brokerage and/or research services provided by those broker-dealers, viewed either in terms of a particular transaction or RE Advisers overall duty to its ('brokerage') discretionary investment advisory client accounts.  
 
Section 28(e) of the 1934 Act establishes a safe harbor that allows money managers to use client funds to purchase “research and brokerage” services for their managed accounts under certain circumstances without breaching their fiduciary duty to their clients.  In order to rely on the safe harbor, RE Advisers must:
 
(1)  Determine whether the product or service falls within the specific statutory limits of Section 28(e)(3);
(2)  Determine whether the eligible product or service actually provides lawful and appropriate assistance in the performance of its investment decision making responsibilities; and
(3)   Make a good faith determination that the amount of client commissions paid is reasonable in light of the value of products or services provided by the broker-dealer. 
	Text38: 
	Text39: Before using investment advisory client funds to pay for research or brokerage services, RE Advisers will carefully research the product(s) and service(s) to be provided by each broker-dealer and determine whether each product or service constitutes “advice,” “analyses” or “reports” as those terms are defined by the SEC in its July 24, 2006 guidance.  If the product or service does meet one of those definitions, RE Advisers will not use investment advisory client funds to pay for such product or service.  
 
RE Advisers does not purchase mixed use products, as defined in Section 28(e) of the 1934 Act.
 
Directed Brokerage
Many private advisory clients, when undertaking an advisory relationship, already have a pre-established relationship with a broker and will instruct an investment adviser to execute some or all transactions through that broker.  In the event that a private advisory client directs an investment adviser to use a particular broker or dealer, it should be understood that under those circumstances the investment adviser will not have authority to negotiate commissions, obtain volume discounts and best execution may not be achieved.  In addition, under these circumstances, a disparity in commission charges may exist between the commissions charged to other clients.  Currently, RE Advisers does not direct any brokerage.    
 
Trade Allocation/Aggregation
 
In the SMC Capital, Inc. no-action letter (September 1995), the SEC indicated that the aggregation of client orders (i.e., “bunching” of securities trades) would not violate the anti-fraud provisions of § 206 of the Investment Advisers Act of 1940, as amended, if the practice of allocating orders is fully disclosed in an investment adviser's Form ADV and separately disclosed to existing clients, and no advisory account is favored over any other account.
 
The aggregation or blocking of client transactions “bunching” allows RE Advisers to execute transactions in a more timely, equitable, and efficient manner.  Occasions may arise when purchases or sales of securities are consistent with the investment objectives and polices of Homestead Fund and certain private advisory clients and/or NRECA Plans.  RE Advisers will engage in bunching when advantageous to all clients involved.  This practice may enable RE Advisers to seek more favorable executions and net prices for the combined order.  In these instances, clients participating in any bunched trades will receive an average share price, and transaction costs will be shared equally on a pro-rata basis.
 
Initial public offerings (“IPOs”) or new issues are offerings of securities that frequently are of limited size and limited availability.  These offerings may trade at a premium above the initial offering price.  If RE Advisers participates in an IPO, new issue shares are fairly and equitably allocated among investment advisory clients according to a specific and consistent basis so as not to advantage any firm, personal or related account and so as not to favor or disfavor any client, or group of clients, over any other.  RE Advisers strives to distribute the shares proportionately among each investment advisory client account that will hold the security.  However, if the amount of shares that can be purchased is small, it may not advantageous to separate the trade proportionately into even smaller amounts for allocation.  In this case, RE Advisers would keep track of each purchase allocation to ensure each subsequent trade is proportionately distributed among the investment advisory clients in a reasonable manner.   


