Item 1 - Cover Page

H.L. Zeve Associates, Inc.

600 Three PPG Place
Pittsburgh, PA 15222
412-281-4567

March 20, 2012

H.L. Zeve Associates, Inc.’s Form ADV Part 2 or Brochure, as required by the Investment
Advisers Act of 1940, is a very important document between you and H.L. Zeve Associates,

Inc.

This brochure provides information about the qualifications and business
practices of H.L. Zeve Associates, Inc. If you have any questions about the
contents of this brochure, please contact us at 412-281-4567 or slee@zeve.com.
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 H.L. Zeve Associates, Inc. is available at the SEC’s
website www.adviserinfo.sec.gov (click on the link, select “investment adviser
firm” and type in our firm name). Results will provide you both Part 1 and 2 of
our Form ADV.

H.L. Zeve Associates, Inc. is a registered investment adviser with the SEC. Our registration
as an investment adviser does not imply any level of skill or training. The oral and written
communications we provide to you, including this Brochure, is information that you may
use to evaluate us (and other advisers).


mailto:slee@zeve.com
http://www.adviserinfo.sec.gov/

Item 2 - Material Changes

1. No material changes have been made since the last update of this Brochure on
March 7, 2011.

2. If you would like another copy of this Brochure, please download it from the SEC’s
Website as indicated above or you may contact our Chief Compliance Officer, James S.
Lee at 412-281-4567 or slee@zeve.com.
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Item 4 - Advisory Business

H.L. Zeve Associates, Inc. (“Zeve”) was formed in 1984 and has been providing investment
management services to taxable and tax-qualified clients for over 26 years. Personalized,
creative and conservative service is our hallmark. Zeve is co-owned by Harvey L. Zeve,
Chairman and James S. Lee, President and Chief Compliance Officer.

As of December 31, 2011:

Discretionary Assets Under Management $322,292,031
Non-Discretionary Assets Under Management $ 1,854,267
Total $324,146,298

For the majority of the firm’s clients, investment discretion is granted by the client to Zeve
in a written agreement executed by the two parties prior to the initiation of management of
the account. The types of securities to be bought and sold and dollar amounts to be
invested are typically recorded as part of each client’s investment plan. The investment
plan is documented and provided to each client in an Investment Strategy Letter signed by
an officer of Zeve.

Written investment plans are developed and provided in writing to the firm'’s clients in the
form of Investment Strategy Letters. These letters consist of:

e Background Information which is important to the establishment of investment
strategies.

e Investment Objectives outlining specific performance results needed and expected
for the securities in the account(s).

¢ Investment Strategies that are established for each section of the investment
program and include diversification, liquidity, equity exposure (risk) and, in the
fixed income section, both bond ratings and maturity parameters.

e Communications as required and desired by each client are detailed specifically in
the following types of correspondence: written quarterly reports, annual reports,
personal meetings and other methods of conducting discussions to update client
information.

A fraction of the firm’s accounts are deemed to be non-discretionary at the time of account
opening. Typically, these accounts are opened based on instructions received from one of
the firm’s long standing clients. Zeve has no ongoing responsibility for the management of
the firm'’s non-discretionary accounts. Zeve tracks the activity in these accounts for
reporting purposes only.

Zeve currently recommends that client assets be held in brokerage accounts held at Charles
Schwab.



Item 5 - Fees and Compensation
Annual Fee: 1.00% of first $2,000,000 (Negotiable thereafter)

Zeve's investment management services are contracted on a quarterly basis. During each
quarter, Zeve’s management fees are charged based on the assets under management at the
end of the prior quarter and are automatically deducted by the custodian from each client’s
account(s). Zeve’s fees do not include separate execution and custodian fees in connection
with the services of broker-dealers and custodians utilized for each client account. In very
limited circumstances, a client may request that Zeve provide investment management
services for an agreed upon fixed fee. The amount of such fee will be negotiated and
approved by the client and Zeve’s President and/or Chief Executive Officer at the time of
account opening.

An investment advisory contract between Zeve and a client may be terminated by either
party in writing. Fees paid in advance (if any) for the current quarter will be pro-rated on a
daily basis and any unused portion returned to the client. Where applicable, termination
will take place at the end of a quarter to assure complete tax information, and receipt of a
detailed report by the client.

The majority of investments are made through no-load mutual funds. Each fund carries its
own internal operating expenses, which are borne by shareholders. These fees are in
addition to the management fees charged by Zeve but are paid directly to the fund. Zeve
has no financial interest in any such fees. Fund expenses are closely monitored by Zeve to
ensure that they are appropriate/reasonable relative to other funds, and not excessive.
The attitude of fund management towards keeping fees low is an important part of our
selection process.

Item 6 - Performance-Based Fees and Side-By-Side Management
Zeve does not charge performance based fees.

Item 7 - Types of Clients

Zeve requires a minimum investment of $500,000; however, we reserve the right to accept
lower amounts. Zeve currently provides investment management services to the following
types of clients:

Individuals, including high net worth individuals;
Pension and Profit Sharing Plans;

Corporations;

Trusts;

Estates; and

Charitable Organizations.



Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss

Analysis:
The decision making process used by Zeve involves a disciplined approach (as described
below) for both the purchase and sale of securities.

1. Evaluate the investment climate.
Review key economic and business factors.
Judge investment potential of bonds and stocks.
2. Evaluate investment merit of potential investments.
Screen potential investments...categorize.
Evaluate carefully top investments in each category.
3. Establish the correct asset allocation for each client.
Select the best investment in each category.
Implement the asset allocation strategy for each client.
Monitor the investments continually.
Implement sell discipline as necessary.

Investment Strategies:

The following Zeve employees are members of the Investment Committee: Harvey L. Zeve,
James S. Lee, ]. Patricia Calhoun and Ronald W. Yost. On an ongoing basis, the firm’s
Investment Committee meets to review the firm’s current asset allocation strategies and
recommendations. Based on the general guidance provided by the Investment Committee,
the Portfolio Managers create and implement investment plans in accordance with the
firm’s asset allocation strategies (as defined below) and each client’s investment objectives
and risk tolerances.

The majority of client investments are made in no load mutual funds. In addition, on
occasion Zeve personnel will provide advice concerning the selection and retention of
individual equity and fixed income securities. Zeve has the following philosophy regarding
investments for its clients:

e EQUITIES
o Growth oriented.
e FIXED INCOME
o Riskaverse.
e BALANCED PORTFOLIOS
o (Normally 70% Stock and 30% Bonds) held for the long term with intelligent
management provides the best risk-adjusted return.




e OVERALL CHARACTERISTICS
o Low turnover - historically 30%/year on average.
o Seldom more than 20% held in cash.
o Each client has a personalized portfolio.
o Consciously avoid investment pitfalls such as:
e Over-emphasizing short term performance
e Market timing, high turnover costs
e Concentration in high risk investments
o Ignoring significance of dividend/interest income to total returns
o Neglecting to carefully analyze the effects of loads, expenses and fees.

Risks:

All investments in securities include a risk of loss of your principal (invested amount) and
any profits that have not been realized. Stock markets and bond markets fluctuate
substantially over time. In addition, as recent global and domestic economic events have
indicated, the performance of any investment is not guaranteed. Zeve will manage client
assets to the best of the firm’s ability; however, Zeve cannot guarantee any level of
performance or that clients will not experience a loss of account assets.

Item 9 - Disciplinary Information

Zeve does not have any legal, financial or other “disciplinary” items to report. Zeve is
required to disclose any disciplinary event that would be material to clients when opening
an account or promptly upon discovery of such an event/item. This statement applies to
the firm, and every employee.

Item 10 - Other Financial Industry Activities and Affiliations

No Zeve employee is currently employed by or affiliated with any of the following types of
entities:

Broker-dealer;

Investment Company;

Another Investment Adviser;
Financial Planning Firm;
Commodity Pool Operator, Commodity Trading Adviser or Futures Commission
Merchant;

Banking or Thrift Institution;
Accounting Firm;

Law Firm;

Insurance Company or Agency;
Pension Consultant;

Real Estate Dealer or Broker; or
Limited Partnership.

o 0O O O O

O 0O 0O O O O O



Item 11 - Code of Ethics

Zeve has adopted a Code of Ethics, as required by the SEC. Maintaining the highest
standards of ethical business practices has always been a priority for Zeve. Zeve believes
that this is a critical component of continuing the firm’s long-term success.

As outlined in the Code of Ethics, the interests of client accounts will at all times be placed
first and all employee personal securities transactions will be conducted in such a manner
as to avoid any actual or potential conflicts of interest. Zeve and its employees may
purchase securities for their personal accounts that they also recommend to firm clients;
however, employees will not take into consideration their own financial situation when
providing investment advice to clients.

To supervise compliance with its Code of Ethics, Zeve requires that all employees provide
copies of their personal securities holdings and transaction reports to the firm's Chief
Compliance Officer. In addition, Zeve requires all employees to receive approval from the
Chief Compliance Officer for certain types of investments (i.e., IPO's or private placements)
and at certain times based on client trading activities. Any individual not in observance of
the above may be subject to disciplinary action.

Zeve requires all employees to sign an acknowledgement of receipt of the Code of Ethics at
the time of hire, as amended and annually thereafter. You may request a complete copy of
Zeve’s Code of Ethics by contacting the Chief Compliance Officer, James S. Lee, at the
address, telephone number and/or email on the cover page.

Item 12 - Brokerage Practices

Zeve's policy is to seek the best price and most favorable execution of client transactions
considering all circumstances. Subject to this overall policy, in selecting possible brokers
for recommendation, Zeve considers a variety of factors, including, but not limited to,
commission rates, speed and quality of execution, financial strength, research capabilities
and ease of accessing research, and overall responsiveness of the broker to client and firm
requests and inquiries. Proven commitment by brokers to maintaining and advancing
available technology is also considered, including but not limited to items such as web
based trading, delivery of information (such as trade confirms and statements) via the web,
and access of clients to account information via the web. Zeve may not always place
brokerage transactions on the basis of the lowest possible commission rate available for a
particular transaction. Zeve makes a good-faith determination that the commissions paid
are reasonable in relation to the value of the brokerage and other services provided.

As part of its fiduciary duties to clients, Zeve endeavors at all times to put the interests of
its clients first. Clients should be aware, however, that the receipt of economic benefits by
Zeve by the below listed brokers in and of itself may create a potential conflict of interest.



Charles Schwab

Zeve may recommend that clients establish brokerage accounts with the
institutional division of Charles Schwab, a FINRA registered broker-dealer,
member SIPC, to maintain custody of clients’ assets and to effect trades for their
accounts. Although Zeve may recommend that clients establish accounts at Charles
Schwab, it is the client’s decision to custody assets with Charles Schwab. Zeve is
independently owned and operated and not affiliated with Charles Schwab. Charles
Schwab provides Zeve with access to its institutional trading and custody services,
which are typically not available to Charles Schwab’s retail investors. These services
generally are available to independent investment advisers on an unsolicited basis,
at no charge to them so long as a total of at least $10 million of the advisor’s clients’
assets are maintained in accounts at Charles Schwab. These services are not
contingent upon Zeve committing to Charles Schwab any specific amount of
business (assets in custody or trading commissions). Charles Schwab’s brokerage
services include the execution of securities transactions, custody, research, and
access to mutual funds and other investments that are otherwise generally available
only to institutional investors or would require a significantly higher minimum
initial investment.

For Zeve’s client accounts maintained in its custody, Charles Schwab generally does
not charge separately for custody services but is compensated by account holders
through commissions or other transaction-related or asset-based fees for securities
trades that are executed through Charles Schwab or that settle into Charles Schwab
accounts.

Charles Schwab also makes available to Zeve other products and services that
benefit Zeve but may not directly benefit its clients’ accounts. Many of these other
products and services may be used to service all or some substantial number of
Zeve's accounts, including accounts not maintained at Charles Schwab. Charles
Schwab’s products and services that assist Zeve in managing and administering
clients’ accounts include software and other technology that provide access to client
account data such as trade confirmations and account statements; trade execution
for multiple client accounts; research, pricing and other market data; payment of
Zeve's fees from its clients’ accounts; and assistance with back-office functions,
recordkeeping and client reporting.

Charles Schwab also offers other services intended to help Zeve manage and further
develop its business enterprise. These services may include compliance, legal and
business consulting, publications and conferences on practice management and
business succession and access to employee benefits providers, human capital
consultants and insurance providers. In addition, Charles Schwab may make
available, arrange and/or pay third party vendors for the types of services rendered
to Zeve. Charles Schwab may discount or waive fees it would otherwise charge for
some of these services or pay all or a part of the fees of a third-party providing these
services to Zeve. Charles Schwab may also provide other benefits such as
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educational events or occasional business entertainment to Zeve personnel. In
evaluating whether to recommend that clients custody their assets at Charles
Schwab, Zeve may take into account the availability of some of the foregoing
products and services and other arrangements as part of the total mix of factors it
considers and not base its decision solely on the nature, cost or quality of custody
and brokerage services provided by Charles Schwab, which may create a potential
conflict of interest.

TD Ameritrade

Zeve no longer recommends, but does participate in TD Ameritrade's Institutional
Services Program. TD Ameritrade is an unaffiliated SEC registered broker-dealer
and NASD member. TD Ameritrade offers independent investment adviser services
which include custody of securities, trade execution, clearance and settlement of
transactions. There is no direct link between Zeve's participation in the Program
and the investment advice it gives to its clients, although Zeve receives economic
benefits through its participation in the Program. These benefits include: receipt of
duplicate client confirmations; access to a trading desk serving advisor participants;
access to block trading; the ability to have advisory fees deducted directly from
client accounts; access to an electronic communications network for client order
entry and account information; access to mutual funds with no transaction fees and
to certain institutional money managers; and discounts on compliance, marketing,
technology, and practice management products or services provided to Zeve by
third party vendors. These benefits received by Zeve do not depend on the amount
of brokerage transactions directed to TD Ameritrade.

Finally, certain clients may direct Zeve to use particular brokers for executing transactions
in their accounts. To the extent brokerage transactions are placed with a particular broker
as directed by a client, Zeve’s ability to negotiate commissions and seek execution of
transactions as efficiently as possible and at the best price, may be limited or eliminated.
Clients who direct Zeve to use particular broker-dealers may pay higher commissions than
those who do not.

Zeve does not aggregate client trades and does not engage in Principal Trading or Agency
Cross Transactions.

Item 13 - Review of Accounts

Reviews
The following reviews of client accounts are performed on an ongoing basis:

e Securities are monitored and priced daily;
e Securities transactions are reconciled daily by comparing firm records with reports
from the custodians.



e Any inaccurate pricing information is researched/amended as necessary using such

sources as IDC and the Internet.

e Trade errors are researched, reviewed and approved by an officer of Zeve and the

Chief Compliance Officer with records kept of the error and the corresponding
resolution.

o The implementation of the sell discipline triggers a special review of each client’s

account.
e Accounts are reviewed at the time significant funds are withdrawn or added.

e Revision of the investment asset allocation by the Investment Committee triggers a

review of each client’s account.

Every month each client’s account is reviewed for:

o Compliance with the stated policy for asset allocation between stocks and bonds;

o Compliance with each client’s investment plan;

e The concentration in each security and diversification of holdings compared to that

specified by each client’s investment plan.

Reviewers:
There are at least three (3) reviewers for each account, a principal, an officer, and a

portfolio manager. Each reviewer has current instructions on the targeted posture for each
client, as well as the client’s investment plan, including the goals and objectives outlined in
the Investment Strategy Letter. The reviewers share equally the responsibilities for all of

the accounts.

As a fiduciary, Zeve has the responsibility to effect orders correctly, promptly and in the

best interests of the firm'’s clients. In the event that any trade error occurs in the handling
of client transactions due to Zeve’s action or the inaction or actions of others, Zeve's policy

is to identify and correct any errors as promptly as possible without disadvantaging the
client or benefitting Zeve in any way. All trade errors will be corrected and Zeve will be

responsible for any client loss resulting from the firm'’s error. Zeve will not be responsible
for trade errors by other parties (custodians or other agents) but will facilitate immediate

resolution once such error is identified.

Reports:

The custodians utilized by the firm for clients’ accounts provide monthly statements
directly to all clients. Proprietary reports are delivered quarterly showing the present
status of the portfolio, sales made year-to-date, and comparative portfolio statistics.

Additions and withdrawals are detailed. Other data may be supplied as requested by the

client.



Item 14 - Client Referrals and Other Compensation

Zeve has solicitor relationships with Charles Schwab and TD Ameritrade (as described
below). Zeve at least annually confirms that these solicitors are providing clients with a
current copy of Zeve’s written disclosure statement along with the required written
solicitor disclosure documents.

Charles Schwab

Zeve receives client referrals from Charles Schwab through their participation in the
AdvisorSource Program. The Program is designed to help investors find an
independent investment adviser. Charles Schwab is a broker-dealer independent of
and unaffiliated with Zeve. Charles Schwab does not supervise Zeve and has no
responsibility for the management of client portfolios. Zeve pays Charles Schwab a
fee for each client referral through the Program. Zeve’s participation in the Program
may raise potential conflicts of interest as described below.

Zeve pays Charles Schwab a Participation Fee on all referred clients’ accounts that
are maintained in custody at Charles Schwab and a Non-Charles Schwab Custody
Fee on all accounts that are maintained at, or transferred to, another custodian.

The Participation Fee paid by Zeve is a percentage of the value of the assets
in the client’s account. Zeve pays Charles Schwab the Participation Fee as
long as the referred client’s account remains in custody at Charles Schwab.
The Participation Fee is billed to Zeve quarterly and may be increased,
decreased or waived by Charles Schwab from time to time. The Participation
Fee is paid by Zeve and not by the client. Zeve has agreed not to charge
clients referred through the Program fees or costs greater than the fees or
costs Zeve charges clients with similar portfolios who were not referred
through the Program

Zeve generally pays Charles Schwab a Non-Charles Schwab Custody Fee if
custody of a referred client’s account is not maintained by, or assets in the
account are transferred from Charles Schwab. This fee does not apply if the
client was solely responsible for the decision not to maintain custody at
Charles Schwab. The Non-Charles Schwab Custody Fee is a one-time
payment equal to a percentage of the assets placed with a custodian other
than Charles Schwab. The Non-Charles Schwab Custody Fee is higher than
the Participation Fees Zeve generally would pay in a single year. Thus, Zeve
will have an incentive to recommend that client accounts be held in custody
at Charles Schwab.



The Participation and Non-Charles Schwab Custody Fees will be based on assets in
accounts of Zeve’s clients who were referred by Charles Schwab and those referred
clients’ family members living in the same household. Thus, Zeve will have
incentives to encourage household members of clients referred through the
Program to maintain custody of their accounts and execute transactions at Charles
Schwab and to instruct Charles Schwab to debit Zeve’s fees directly from the
accounts.

For accounts of Zeve’s clients maintained in custody at Charles Schwab, Charles
Schwab will not charge the client separately for custody but will receive
compensation from Zeve's clients in the form of commissions or other transaction-
related compensation on securities trades executed through Charles Schwab.
Charles Schwab also will receive a fee (generally lower than the applicable
commission on trades it executes) for clearance and settlement of trades executed
through broker-dealers other than Charles Schwab.

Charles Schwab's fees for trades executed at other broker-dealers are in addition to
the other broker-dealer’s fees. Thus, Zeve may have an incentive to cause trades to
be executed through Charles Schwab rather than another broker-dealer. Zeve
nevertheless, acknowledges its duty to seek best execution of trades for client
accounts. Trades for client accounts held in custody at Charles Schwab may be
executed through a different broker-dealer than trades for Zeve’s other clients.
Thus, trades for accounts custodied at Charles Schwab may be executed at different
times and different prices than trades for other accounts that are executed at other
broker-dealers.

TD Ameritrade

As a result of past participation in TD Ameritrade’s AdvisorDirect Program, Zeve
may have received client referrals from TD Ameritrade. TD Ameritrade established
the Referral Program as a means of referring its brokerage customers and other
investors seeking fee-based personal investment management services or financial
planning services to independent investment advisors. TD Ameritrade does not
supervise Zeve and has no responsibility for the management of Zeve client
portfolios or other advice or services. Zeve is no longer participating in the Referral
Program for purposes of receiving client referrals but it is obligated to pay TD
Ameritrade an on-going fee for each successful client relationship established as a
result of past referrals. This fee is usually a percentage (not to exceed 15%) of the
advisory fee that the client pays to Zeve. Zeve will also pay TD Ameritrade a fee on
any advisory fees received by Zeve from any of a referred client’s family members
who hired Zeve on the recommendation of such referred client. Zeve will not charge
clients referred to it through the Referral Program any fees or costs higher than its
standard fee schedule offered to its other clients or otherwise pass fees paid to TD
Ameritrade to its clients.
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Item 15 - Custody

Zeve does not maintain custody of client funds and/or securities except to the extent that
the firm directly debits fees from client accounts for services rendered.

In addition to the reports provided by Zeve to all clients (as described in Item 13 above),
clients will receive account statements directly from their qualified custodian at least
quarterly. We urge you to compare the account statements received from the qualified
custodian and the account statements provided by Zeve.

Item 16 - Investment Discretion

For the majority of the firm’s investment management accounts, Zeve has the authority to
determine, without obtaining specific client consent, the securities to be bought and sold in
client accounts and the amount of such securities to be bought and/or sold. Any activity in
client accounts will be made only in accordance with their previously stated investment
objectives and risk tolerance, as defined in their Investment Strategy Letter. (Please refer
to Item 4 above.)

A fraction of the firm’s accounts are deemed to be non-discretionary at the time of account
opening. Typically, these accounts are opened based on instructions received from one of
the firm’s long standing clients. Zeve has no ongoing responsibility for the management of
these non-discretionary accounts. Zeve tracks the activity in these accounts for reporting
purposes only.

Zeve recommends certain broker-dealers but each client must select their broker-dealer at
the time of account opening. Zeve does not determine the amount of brokerage
commissions to be charged for transactions in client accounts, however, due to Zeve’s
relationships with certain broker-dealers (as described in Item 14 above), clients may be
entitled to reduced or waived commissions in certain circumstances.

Item 17 - Voting Client Securities (i.e., Proxy Voting)

Zeve votes proxies as required for client accounts where the power has been granted by
such clients. Our guiding principle is to do what we believe to be in the best interest of
shareholders when voting proxies. Any items to be voted upon by shareholders must be
considered from the perspective of the shareholder, not from any contact that Zeve has had
with the management of any given company. While the directors and/or trustees of a
publicly traded company are entrusted to act in the best interests of shareholders, it is
ultimately the shareholders who must make this determination.
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Any potential merger, acquisition or divestiture will be judged on its merits for the
shareholders on whose behalf we would act. This may result in the approval or disapproval
of actions recommended by the board of directors or management. In proxy matters, Zeve
will vote proxies in a manner that is in the best interest of the current shareholders of that
security.

In the event of any potential conflicts of interest, the matter will be reviewed by James S.
Lee and Ronald Yost, the Proxy Voting Coordinators. If these individuals are unable to
determine which way to vote a proxy, a third party proxy voting service may be engaged to
assist the firm in determining what action to take.

A full copy of Zeve’s proxy voting policies, as well as information regarding how a

particular issue was voted, is available by contacting the Chief Compliance Officer, James S.
Lee, at the address, telephone number and/or email on the cover page.

Item 18 - Financial Information

Zeve does not require prepayment of advisory fees; therefore the firm is not required to
provide an audited financial statement.

Item 19 - Requirements for State-Registered Advisers

Not Applicable.
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