STATE OF SOUTH CAROLINA

COUNTY OF RICHLAND

ALAN WILSON,

in his official capacity as the
SECURITIES COMMISSIONER FOR
THE STATE OF SOUTH CAROLINA,

Plaintiff,
...'VS._
JONATHAN W. BROOKS, TRACY
BROOKS, I. BROOKS FINANCIAL, INC,,
BROOKS REAL ESTATE HOLDINGS,
LLC, AND COMPASS ACADEMY, LLC,

Defendants.
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The Plaintiff. Alan Wilson, in his official capacity as the Securities Commuisgsioner for the

State of South Carolina (the “Securities Commissioner’™), complaining that Defendants Jonathan

W. Brooks (“Jay Brooks™); Tracy Brooks (“Tracy Brooks™ J. Brooks Financial, Inc. (“IBF”);

Brooks Real Estate Holdings, LLC (“BREH"); and Compass Academy, LLC (“Compass™)

(collectively, the “Defendants™) have engaged in acts, practices, and transactions which violate

the South Carolina Uniform Securities ‘Act of 2005, S.C. Code Ann. § 35-1-101 gf seg. (Supp.

2012) (the “State Securities Act™), alleges the following:

PARTIES
1. Defendant Jay Brooks, at all times material herein, was a resident of South Carolina.
2. Defendant Tracy Broolks, at all times material herein, was a resident of Scuth Carglina.
2

contro! person of Defendant IBE.

4. Defendant JBF is a South Carolina corporation.

o

3. Defendant Jay Brooks, at all times material herein, was the registered agent and principal
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14.

16,

17,

Defendant JBE's filings with the Secretary of State’s office indicate a registered address
of 233 Barnwell Avenue NW, Aiken, South Carolina 29801,

Defendant JBF’s website indicates an address of 124 Laurens Street, NW, Aiken, South

Carolina 29801,

Defendant BREH 15 a South Carolina Limited Liability Company.

Defendant BREH, at all times material herein, was owned and controlled by Defendant

Jay Brooks and Defendant Tracy Brooks.

. Deferdant BREH’s filings with the Secretary of State’s office indicate a registered

address of 124 Laurens Street NW, Aiken, South Carolina 29801,

Defendant Compass claims to be a non-profit eleemosynary corporation.

Defendant Compass” filings with the Secretary of State’s office indicate a registered
address of 124 Laurens Street NW, Aiken, South Carolina 29801,

At all times material herein, Defendant Tracy Brooks was the de facto head or
administrator of and primary control person of Defendant Compass.

At al] times material herein, Defendant Jay Brooks was the registered agent and along
with Defendant Tracy Brooks a contro! person of Defendant Compass,

JURISDICTION

Defendants are persons who are doing business in South Carolina by offering and selling
securities in this State as defined in the State Securities Act, S.C. Code Ann. §§35-1-
102(29) and 35-1-610(c) (Supp, 2012).

This Court has jurisdiction over the parties and the subject matter of this action.

This action 1s properly brought in the Richland County Court of Common Pleas.

This civil action is brought pursuant to S.C. Code Ann. §35-1-603(z2), which authorizes

the Securities Commissioner o bring an action mn the Richland County Court of Common

2
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Pleas to enjon violations of and enforce compliance with the State Securities Act.
VENUE
Venue is proper in the Richland County Court of Common Pleas, Fifth Judicial Circuit.

ALLEGATIONS

The Defendants have been and are offering persons (“investors™) opportunities to nvest
in various offerings and/or products from which the investors expect to earn a return with
no active participation or decision making required by the investor.

In connection with the opportunities, investor money was pooled in one or more bank
accounts.

In connection with the opportunities, investor fortunes are interwoven with and
dependent upon the efforts and success of the Defendants.

The opportunities being offered constitute securities under South Carolina law.

Offers and sales of the securities are being made in this State by means of offers and sales
from this State to residents of this State.

Offers and sales h.a,ve also been made in this State to mvestors in one or more other
States.’

The securities being offered are reguired to be registered prior to their offer and sale in
this State.

The securities being offered were not registered with the State Securities Division before
they were offered and sold in this State.

The persons offering the securities are required to be registered as broker-dealers and/or

agenis prior to thew offering and selling the securities in this State.

' Pursuant to the State Securities Act, offers to sell securities are made “in this State™ whether or not either party is
then physically present in this State, if the offer (1) originates from within this State; or {2) is directed by the offersr
0 & place in this State and received af the place to which it is directed. See S.C. Code Ann. § 35-1-610 (c).

~
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The persons offering the securities were not registersd with the State Securities Division
as broker-dealers or agents prior to their offer and/or sale of the securifies 1n this Statef
and no claim of exemption has been made on behalf of any person or security in this
matter.

On or around February 25, 2013, the State Securities Division issued a “Notice of Intent
to Seek the Revocation of Investment Adviser, Investment Adviser Representative, and
Broker-Dealer Agent Registrations™ (“Notice of Intent™) to Defendants Jay Brooks and
iBF.

The Notice of Intent, a copy of which is attached hereto as Exhibit A and incorporated
herein by reference, alleges wrongdoing by Jay Brooks and JBF that, if proven at a
hearing, would form the basis 1o revoke Jay Brooks® and JBY’s securities registrations in
South Carolinz.

Following the issuance of the Notice of Inmtent, additional nformation was learned
concerning Defendants’ securities activities in and from South Carolina. These findings
follow in paragraphs 32 on.

Defendants Jay and Tracy Brooks have, on one or more occasions, misappropriated
investor funds for personal use.

Defendants Jay and Tracy Brooks have, on one or more occasions, used proceeds from z
later investor to fund repavment of a portion or all of an earlier investor’s investment

and/or payment of returns and have not notified the later investor of this material fact.

? As is more fully explained in the. Notice of Infent attached as Exhibit A, Defendan: Jay Brooks was, until early
December, 2012, registered as a broker-dealer agent of & registered broker-dealer firm. However, such firm had not
approved any of the securities at issue in this complaint for sale by Jay Brooks or any other of their registered
representatives. Pursnant to S.C. Code Ann. Sections 35-1-402 (c) and (¢}, an agent registration is only valid when
acting for the firm with which the agent 15 registered, which Jay Brooks was not doing when he sold the securities
and undertook the actions at issue in this Complamt.

4
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Defendants have, on one or more occasions, in connection with the offer or sale of a
security, directly or indirectly, utilized offering documents, ncluding a “Compass
Academy Business Plan,” which contains one or more misstatements of material fact.
Defendants have, on one or more occasions, in connection with the offer or sale of a
security, directly or indirectly, engaged in an act, practice or course of business that
operates or would operate as a fraud or deceit upon another person.

During the period 1 or around November 1, 2012 to present, Defendant Jay Brooks was
asked about information the State Securities Division had received indicating that
distributions from Individual Retirement Accounts (“IRAs™) belonging to one or more of
Jay Brooks’ clients had been invested in Defendant Compass.

In responding to the State Securities Division’s inquiry, Jay Brooks both made and filed
several statements i the record of the case that, at the time and in the light of the
circumstances under which they were made, were false or misleading in a material
respect or omitted material facts necessary to make the statements made, in the light of
the circumstances under which they were made, not misleading,.

Specifically, Defendant Jay Brooks lied, among other things, about the number of his and
Defendant JBF’s clients with funds invested in BREH and Compass; the circumstances of
one or more of the investments; representations made in connection with one or more of
the mvestments; and thé security underiying one or more of the mnvestors” investment,
Finaily, Defendant Jay Brooks was asked about the use of one or more investor's funds

and was unable or unwilling to provide an accurate accounting of the use of the investor
funds.
During the period 1n or around February 28, 2013 to present, Defendant Tracy Brooks, on

behalf of herself and Compass, was asked about information the State Securities Division

P
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had concerning investments in Defendant Compass and the spending of those investor
funds,

In responding to the State Securities Division’s inquiry, Tracy Brooks both made and
filed several statements in the record of the case that, at the time and in the light of the
circumstances under which they were made, were false or misleading in & material
respect, or, omitted matenal facts necessary to make the statements made, in the light of
the circumstances under which they were made, not misleading.

specifically, Defendant Tracy Brooks was untruthfol, among other things, about her
interactions with one or more investors, the extent of her contro! over the JBF and
Compass bank accounts, and the existence of certain assets like a Tiffany & Co. ring,
which she initially denied having.

Defendant Tracy Brooks had primary use and control of and reconciled the Compass
account. However, when asked, she was unable or unwilling to provide an accurate

accounting of the use of investor funds placed in the account.

- Defendant Tracy Brooks further admitted she was aware that on multiple occasions

money was transferred between accounts under her and Jay Brooks control, including
between and from the Brooks Financial and Compass accounts and Jay and Tracy
Brooks® personal account.

Additionally, Defendant Tracy Brooks stated to Division staff that she created the
business plan for Compass. Tracy Brooks’ business plan for Compass was distributed to
one or more potential mvestors.

The Compass business plan contains one or more material misstatements and/or

omissions, and makes statements geared towards investors.
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Finally, Defendants Jay and Tracy Brooks provided to the Division annotated bank
records. The handwritten annotations from Jay and Tracy Brooks describe one or more
examples of misappropriation of investor funds. The annotations include, among other
things, multiple admissions by Tracy Brooks of personal use of Compass funds.

Investor paperwork and statements io the State Securities Division documenting
Defendants Jay and Tracy Brooks’ sales pitches indicate that what investors were told
about the form and function of the investments in which they were being solicited fo
invest vaned.

As a result, Defendants wound up with funds from investors which were given for varied
purposes. Thus far three categories of investment intent have been identified. Depending
on the circumstances surrounding each investors’ investment, an investor, for purposes of
the specific fransaction at issue, can be classified as a “Class L “Class IL,” or “Class [II”
investor.

Three Classes of Investors

Class T investors willingly invested with the Defendants believing they were investing in
2 school (“Compass Academy™) or that their money would be used to build a school.
Class II investors willingly invested with the Defendants in investments unrelated to
Compass Academy. Some Clasgs Il investors were investors who had been approached
with the opportunity to invest in Compass Academy and had refused the opportunity and
specifically directed their money be placed in other investments.

Bevond Class T and Class II there exists a class of investors (“Class [II investors™} who
were not consulted and/or who refused investizent opportunities offered through the
Defendants and then whose money was wrongfully misappropriated for the benefit of

Detendants and at times, mvestors in Classes | and IL

~
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The investments at issue in this complaint include, among others, promissory notes,
certificates of deposit, bonds, investments in z trust. and one or more investment
contracts.
In one or more instances opportunities presented to investors appear to be fictifious and,
i one or more instances, investors in one class may also be classified as investors
another class based upon their differing intent as they engaged in different transactions
{voluntarily or not) with Defendants,

investor A
On or around November 26, 2012, Investor A invested approximately $80,000.00 with
Defendant IBF.
The memo line on Investor A’s check reads “Investments.” Investor A stated to the
Division that Defendant Jay Brooks told him he was investing in Defendant Compass to
fund the building and operation of the school.
Following the deposit of Investor A’s check into the JBF account, for which the two
signatories were Jay and Tracy Brooks, the total balance of the IBF account was
approximately $90,000.00.
During the following seven days. the JBF account received deposits totaling $15,132.00.
During the same time penod approximately §11,840.00 was spent from the JBF account
at the following establishments: Petsmart, Great Clips, The Homestead in Hot Springs,
Virginia, DirecTV, Target, Hobby Lobby, Belk, R1A Register, lay Brooks® and JBF's
compliance consulting company, and for other non-investment purposes.

Omn or around December 3, 2012, the balance of the JBF account was $§93,919.00.
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On or around December 3, 2012, approximately $21,079.00 was wired from the JBF
account to a “Tiffany & Co.” account. The money was used to purchase an 18 kt. gold
and platinum split-shank diamond ring for Defendant Tracy Brooks.
Investor A’s investment funds were not used in the manner in which he was advised they
would be. Further, Defendéﬁts omitted to state to Investor A their intended use of his
funds. Finally, Defendants representations that Investor A’s money would be used one
way when they did not intend to use the money that way and/or knew prior investor
money had been used wrongfully, operated as a fraed or deceit upon Investor A.

Investor B
On or around May 14, 2012, and June 5, 2012, Investor B invested approximately
$27,750.00 with Defendants.
On or around February 4, 2013, Investor B invested approximately $27,500.00 with
Defendants.
Investor B was told and believed that he was investing in a trust fund that had real estate
as its largest investment.
Instead, Investor B’s money was deposited into the IBF account for which Jay and Tracy
Brooks were the two signatories.
Contrary to the Defendants’ representations to Investor B, his money was not invested,
but rather was spent at establishments such as Publix supermarket, various restaurants,
PetSmart, Sallie Mae, Marnott, and American Airlines.

Investor C

On or around January 24, 2013, investor C wrote a $95,000.00 check to JBF for

nvestment 1n a “trust.”
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In soliciting the funds, Defendant Jay Brooks, acting on behalf of himself and the other
Defendants 1 the scheme, told Investor C that she was investing in a trust, that her
principal would never be touched, that she could expect t0 earn a rate of return of 5%
interest, and that she could withdraw her money at any time.

Instead of being invested in a trust, Investor C's money was placed into a bank account
on which the two signatories were Jay and Tracy Brooks.

The addition of Investor C's funds to the account raised the account balance from
approximately §3,588.00 to $98,588.00.

Over the next eleven days, Defendants Jay and/or Tracy Brooks spent approximately
$12,000.00 from the account, the bulk of which was Investor Cs investment funds, on
credit card payments totaling over $5,000.00, payments to Security Federal Bank,
payments to one or more other investors, groceries, The Internal Revenue Service,
restaurants, gasoiine, purchases at Target and The Aquarium, and on cash withdrawals,
Upon information and belief, no portion of Investor C’s money ever went io the
investment trust Investor C thought she was investing in.

Investor funds used to purchase personal residence

On or around July 31, 2012, Defendants Jay and Tracy Brooks completed a real estate
closing on their home.

In order to complete the closing, Defendants Jay and Tracy Brooks gave a $50,000
promissory note to the builder of the residence, Caldwell Design and Construction, Inc.
On or around December 10, 2012, Defendant Jay Brooks wrote a check for $50,000.00
from the Compass bank account.

This $50,000.00 check was used to purchase a cashier’s check made payable to Mike

Caldwell, a principal of Caldwell Design and Construction, Inc.

10
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Caldwel! Design and Construction, Inc. has indicated to the Division (i} it is not affiliated
with Defendant Compass, (i1) it has not done anv work for Defendant Compass, and (iii)
the check was used 1o repay the promissory note associated with Jay and Tracy Brooks’
residence.

Investor money was used to fund the $50,000.00 payment to Caldwell Design and

Construction, Inc.

Select transactions involving Class 111 Investors

During the period January 1, 2012 to present, on one or more occasions, Defendants took
funds a client or clients had invested through JBF and, without the knowledge or consent
of the investor or investors, executed paperwork and transferred part or all of the funds to
the Compass account and/or to other bank accounts under the Defendants® control,
without the permission or agreement of the affected investor(s).

On information and belief, some of the investors affected as described in the paragraph
above (“Class [ investors™) are not currently aware that all or a portion of their funds are
no longer deposited with the custodian to whom they gave custody.

Upon information and belief, one or more other persons dealing with the Defendaﬁts
intended to open an account or accounts at a traditional brokerage firm and to have the
underlying firm maintain custody of all or a portion of the person’s resulting investments
but, unbeknownst to the person or persons, all or a portion of the funds placed in their
brokerage account(s) was transferred té one or more bank accounts under the Defendants’

control and then used for expenses of one or more of the Defendants.

11
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CAUSES OF ACTION

A VIOLATIONS OF S.C. CODE § 35-1-3}1
(Registration Reguirements in Connection with the Offer or Sale of Securities)

Fach consistent and relevant paragraph of this complaint is hereby incorporated and re-
alleged as if repeated verbatim.

No registration, notice of a federa] covered security, or exemption has been filed with the
State Securities Division pursuant to the State Securities Act for any of the securities at
issue in this Complaint.

Defendants offered for sale and sold securities in the State of South Carolina which were
not registered under the State Securities Act, exempt from registration under the State
Securifies Act, or federal covered securities.

This conduct violated Section 35-1-301 of the State Securities Act.

B. = VIOLATIONS OF S§.C. CODE §§ 35-1-401 AND 35-1-402

{Broker-Dealer and Agent Regisiration in Connection with the Offer or Saie of Securities)

g7,

8%,

50.

Each consistent and relevant paragraph of this complaint 1s hereby incorporated and re-
alléged as 1f repeated verbatinm,

Defendants transacted securities business as broker-dealers and/or agents in the State of
South Carclina, when Defendants were not registered or exempt from registration as
broker-dealers and/or as agents under the State Securities Act,

This conduct violated Sections 35-1-401 and 35-1-402 of the State Securities Act.

C.  VIOLATIONS OF S.C. CODE § 35-1-402(d)

{Use of an Unregistered Agent in Connection with the Offer or Sale of Securities)

Each consistent and relevant paragraph of this complaint is hereby ncorporated and re-

alleged as 1f repeated verbatim.

12
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Defendants BREH and Jay Brooks associated and paid commissions to one or more
persons who acted as agents for Defendants but who were not registered under the State
Securities Act or exempt from registration under the State Sécurities Act.

This conduct violated Section 35-1-402(d} of the State Securities Act,

D, VIOLATIONS OF S.C. CODE § 35-1-501
(Fraud in Connection with the Offer or Sale of Securities)

Each consistent and relevant paragraph of this complaint is hereby incorporated and re-
alleged as if repeated verbatim.

In connection with the offer or sale of securities in or from the State of South Carolina,
Defendants directly or indirectly (i} empioved a device, scheme, or artifice to defraud;
(ii) made untrue statements of material facts or omitied to state a material fact necessary
in order tc make the statements made, in light of the circumstances under which they
were made, not misieading; and (1ii} engaged in acts, practices, or a course of business
which operated as a fraud or deceit upon investors.

This conduct violated Section 35-1-501 of the State Securities Act.

E. VIOLATIONS OF S.C. CODE § 35-1-505
{(Making of False or Misleading Statements in Preceedines under the Act)

Each consistent and relevant paragraph of this complaint is hereby incorporated and re-
alieged as if repeated verbatim.

In connection with a record that was created as part of an investigation pursuant to
Section 35-1-602 of the Act, Defendant Jay Brooks made one or more statements that, at
the ttime and in hight of the circumstances under which they were made, were false or
misieading in a material respect, or, in conpection with the statements, omitted to state
one or more material facts necessary to make the statements made, m the light of the

circumstances under which they were made, not false or misieading.

1
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98.  In connection with a record that was created as part of an investigation pursuant o

Section 35-1-602 of the Act, Defendant Tracy Brooks made one or more statements that,

at the time and in light of the circumstances vnder which they were made, were false or

misleading in & material respect, or, in connection with the statements, omitted to state

one or more material facts necessary to make the statements made, in the light of the

circumstances under which they were made, not false or misleading.

99 This conduct violaied Section 35-1-503 of the State Securities Act.

PRAYER FOR RELIEF

WHEREFORE, the Securities Commissioner for the State of South Carolina prays that

the Court 1ssue an Order granting the following relief:

A

Ordering Defendants Jay Brooks, Tracy Brooks, JIBF, BREH, Compass, and all
related parties, entities and persons under their directionl ot }control to permanently
cease and desist from violating the State Securities Act;

Appointing a receiver or conservator for the assets of Jay Brooks, Tracy Brooks,
JBF, BREH, and Compass;

Ordering an accounting of the assets and liabilities of Jay Brooks, Tracy Brooks,
IBF, BREH, and Compass; |

Ordering disgorgement by Defendants of ill-gotten gains obtained i connection
with the offers and sales to investors of the securities detailed in this Complaint
and the incorporated Notice of Intent;

Impesing civil penalties on each Defendant in the amount of fen thousand
{$10,000.00) dollars per violation for each violation of the State Securifies Act;
and

Providing for such other and further relief as may be just and proper, including

14



but not hmited to enjoining Defendants from hquidating, moving or otherwise

disposing of any and all assets of the affected mvestors, wherever such assets may

be situate, and/or permanent injunctive relief as may be directed by the court.

Aprilis, 2013

Respectfully submitted,

ALAN WILSON
Securities Commissioner

TRACY A. MEYERS
Assistant Deputy Attorney General

ANDREW I. MACLEOD
Assistant Attorney General

ADAM WHITSETT
Assistant Attorney General

Past Office Box 11549
Columbia, South Carolina 29211
(803) 734-4731

BYy*MQEj\g@@j)

"ATTORNEYS FOR
THE STATE OF SOUTH CAROLINA







ADMINISTRATIVE PRGCEEDING
BEFORE THE

SECURITIES COMMISSIONER OF SOUTH CAROLINA

INTHE MATTER OF:

J

) NOTICE OF INTENT TO SEEK
Jouathan W, Breoks ] REVOCATION OF [INVESTMENT
and J. Brooks Financtal, Ine., } ADVISER, INVESTMENT ADVISER

) REPRESENTATIVE AND

) BROKER-DEALER AGENT

)i REGISTRATIONS

i

Kesnondents, ) File Numnber 12617

The Securines Division of the Office of the Attorney General of the State of South
Carolina (the “Division”), under the authority of the South Carolina Uniform Securities Act
£2005 (the “Act™, SC. Code Ann. §§ 25-1-101 to 35-1-703 (Supp. 2012). upon dug
consideration of the subject matier herein and having reason to believe thai Jonathan W,
Brooks (“Brooks™ and 1. Brooks Financizl, inc. (“TBTF™ should not be permitted 1o (1) issue
securities, (i) represent a broker-dealer or issuer in effecting or aitempting o effect
purchases or sales of securities, () engage in any type invesiment advisory Dusipess or
activity, or (iv) otherwlse engage in business in the securities industry in this State, through
this MNotice of Inteni to Sesk Revocation of Investment Adwiser, Ipvestment Adviser
Representative and Broker-Dealer Agent Registrations (“Notice of Intent™) hereby notifies
Brocks and IBF (colleatively, “the Respondents”) of its intent 1o seek an order, pursuamf
§.C. Code Ann. § 35-1-412, revoking JBF's registravion as ap investment adviser and

Brook's registrations as an investment adviser representative and a broker-deaier agent.
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OVERVIEW
As e Respondent JBF, this matter involves JBF's failures 1o keep records, obtain
writiern agreements with clients, fully disclose material facts related to npvestments
recommended o clients, and respond to reguests for information as i conducted
busipess in the State 25 an investment adviser by and through its agent Brooks,
As 1o Respondent Brooks, this matter mvolves (1) Brooks’ failure 10 keep reguired
records, obtain written agreements with clients, properly update regulatory filings, Tully

s, T
disclose material facts related to investments recommendsd {o clients, and respond t©
requests for information as he conducted business in the State as an investment adviser
representative, {23 Brooks' failurs o follow the rules set hy his broker-dealer firm,
recommend only suitable investments fo his clients, avoid confiicts of interesi in
mvestment recommendsations! and (3) Brooks™ offer and sale of unregistered securines
1 this State,

Such actions by Respondents both constitne dishonest and unethical practices and
violate the high standards of commercial honor and just am;éy:equitabis principles of
rade they are required to observe in the comduct of thewr business. The actions,
furthermore, violate the Actand, pursuant to 8.C. Code Ann. § 35-1-412, form the basis
for (i1 revoking Responden: JBF's ipvestment adviser registration, (i) revoking
Respondent Brooks' investment adviser representative and agent registrations, (i)
issuing against each Respondent a permanent bar prohibiting him or it from engaging in
securities busmess in the State of South Caroline. and (1v) imposing a civil penalty, and

other sanctions as approprizis, upen each Respondent.

[
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SURISDICTION

FL

The Securities Commissioner of the State of Soutn Carclina (“Commissioner”™) has
Junsdiction over this matter pursuant 10 S.C., Code Ann. § 35-1-601(z).

RESPONDENTS

Respopdent Brooks, a1 all times material herein, was 2 resident of South Caroling,
Regpondeant Brooks, at all tmes material herein, was the registered agent and principal
control person of Respondent JBF.

Respondent IBF is o South Carolina corporation.

Respondent IBFs flings with the Secretary of State’s office mdicate a registered
address of 233 Barnwell Avenue NW, Ajken, South Carolina 29801,

Respondent JBF's wabsite indicates an address of 124 Laurens Street, NW. Atken,
south Caroling 29801,

INVESTMENT ADVISORY ACTIVITIES

On or around January 4, 2011, Respondent TBF became registersd with the Division as
an Invesiment adviser.

Onor around January 4, 2011, Respondent Brooks became registered with the Division,
as an investmnent adviser rep:‘esenmive of Respondent JBE.

Pursuant to Respondent JBF's filings with the Diwision, which were made by
Respondent Brooks, the Respondents’ principal business address for investment
advisory purposes on October 21, 2010, was locaied at 124 Laurens Sireet, NW, Adken,
South Carclina 29801,

The Laurens Street address wae indicated in the Respondents’ filings as the physical

iocation of books and records required to be maintamed by the Respondents.
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On Juby 17, 2012, the Division began an audit of Respondents’ business at the Laurens
Strest address,
Om August 24, 2012, the Division made 2 second trip 1o the Laurens Street address for
additional review of client files and copies of client statements.
On or around October 24, 2012, an Examination Sumrary Report (“ESR”) of the
examination conducted of JBF was issued.
The ESR, a copy of which is attachsd as Exhibit A, hsted eleven (11) findings resulting
- from the audit and, for each finding, identified required action.
Specific audit findings include:

& JBF did not have sufficient documentation of the details surrounding each

security fransaction for its clisnts;
b, JBF did not maintzin and was not able to produce in & timely menner financizl

statements detalling the activities and soivency of the i,

Q

IBF claimed not w have discretionary authority in client acCOUnLS, however upon

exanination it was found that clients had given JBF discretionary authority when

sornpleting custodial account agreements;

d. JBF did not execute an advisory contract with investment advisory chents:

e. Client files did not contain adequate mnformation on which to base investment
recommendations,

£ JBF did not heve wrinen supervisory procedures 1o place (o serve as z guide for

compliance with applicable securities laws and regulations;

b

TBY had charged at least one cliemt both an ongoing advisory fee and e
COIMMISSIOn On One or more transactions with np documentary evidence that both

charges had been disclosed 1o the client

BN
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n.o JB¥ had not offered clients an updated Form ADV, Part 2 annually as reguired by
the South Careling Code of Regulations; and
L JBF'e Fum Brochure contained discrepancies in, misstatements of, of omissions
w mnformation.

On or around Ociober 24, 20172, the report was mailed to Brooks, on behalf of himself

and as agent of JBF, along with & letter imstructing Brools 1w provide the needed

esponses and documents no later than December 31, 2032 A copy of the letter is
attached as Extaibit B,

The letter accompanying the report also informed Brooks, on beball of himself and

JBF, that, pursuant to Section 35-1-411 of the Act, JBF was assessed a fee @f three

nundred doYars ($3300.00) for the examination conducted at JBF's office on July 17 and

Angust 24, 2012, that the leifer served as an mvoice, and that payment was due within

fifteen days, The letier provided clear instruction a8 1o where payment of the invoice

was 10 be sent,

The letter and report were mailed o Respondents’ business address on file with the
Division.

After receiving no information or other response o the letter and report, on ot around
January 4, 2013, Division siaff placed 2 call to Brooks to determupe the status of the
respense o the ESR and left 2 message for Brooks to contact the Division regarding the
audit,

As of Januery 15, 2073, Brooks had not returned the call, no rssponse to the ESR had

been received by the Division, and no payment of the zudit fee bad occurred.

wh
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BROKER-DEALER AGENT ACTIVITIES

On September 10, 2009, Respondent Brooks becams registered in South Caroling as an
agent of broker-dealer Sicor Securities, Inc.

On December 2, 2011, Responden: Brooks, baving lerminated his agency with Sicor
Securities, Inc., became a registered agent of Migh Stresr Securities, Inc. (“High
Street™).

On or around November 5, 2012, High Stest began an internzl review of Brooks’
activities with regard 10 an inguiry it received regarding premature diswibution of
muluple fixed indexed annwities of four (4) senior citizens resulting in sumender
charges of over one nundred thousand doliars ($100,000.00) for early termination of the
CONITActs,

Premature distributions from anmuites resulting in high surrender charges absent a

8L

01\

cent need on the part of the policyholder are unsuitable for senior nvestors,

Al the tme of High Street's internal review additional premature distribution requests
were pendlng at American Equity Investment Life Insurance Comapany (“American
Eouity™),

According to the Department of Insurance website, Brooks' association with American

Equity terminated on November 7, 201

2

Um or around November 21, 2012, following High Stweet’s internal review, Brooks was
T ) , following Hig ,

terminated by High Street,

Brocks” termination from High Street ocourred as a result of Brooks’ fallure to consuit

High Street as to the suitebility of the annuity activities and because certain of Brooks’

brokerage ciients were being referred ic apn undisclosed real estafe development

2%
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company it violatior of firm prohibitions agamst engaging In unsuitable transactions
and selling away,

Brooks” most recent U4 filing as of January 1§, 2012, in Section 3 indicates that he is
registered with an unaffiliated broker-desler although ne such registration is currenthy
documented.

Brooks® meost recent U4 filing as of Januvary 18, 2013, in Section 13 titled “Other
Business”™ indicates that he i3 & registered representative with High Strest Securitie

UNREGISTERED ACTIVITY

On or around November &, 2012, Division staff received information that distributions
from individua! Retrement Accounts (“TRAs”) belonging to one or more of Brooks’
clients had been invesied in a2 private school in Aiken, South Carolina with which
Brooks was closely associated.

Divisiqn staff began an investigadion and, on November 9, 2012, mquired Inte the
alleged transactions by requesting information from Brooks regarding his association
with Compass Academy of Atken (“Coropass™) and information concerning any JBY
clients who had invested in Compass.

In response to the Division's November 9, 2012, ingury, Brooks identified three (3)
JBF clients ag investors iz Brooks Res] Estats Holdings, Ine. (MBREE™)

According to Brocks, BREH owns the land upon which Compass is being built,

Also in his response io the Division’s November 9, 2012, inquiry, Brooks offered
copies of cashier’s checks that he claimed had been provided to the three (3) IBF client
mvestors in BREE o refund thetr invesmients.

It was later detenmined by the Division that at least twelve (12) IBF clients had mvested

in BREH.

.|
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1 was also later determuned by the Division that the checks Brooks clalmed were used

¥ ;

{0 reimburse mvesiors were not so used.

Cn or around Janvary 7, 2013, the Division issued & subpoena for Brooks to produce
bank statements and other documents and 1o sppear before the Division for testimony
on January 15, 2013,

Or Yepuary 15, 2013, Brooks appeared as ordered and provided sworm testinony as to
fus dealings with and on behalf of Compess.

Druring Brooks' testimony on Japuary 15, 2013, he indicatsd to Division staff that he
believed the audit response that was due by [ ecember 31, 2012, had previously been
submaitied and the related audit fee had been paid.

Or or around Jenuary 16, 2013, following Brooks® testimony wnider oath, the Division
sent a request for docwments that included a request for copies of invoices or receipts
support ail pavments from the Compass account of $5,000 or more during the period
January 1, 2012, through December 31, 2012, Incloded in the regquest were detatled

wy

imstructions indicating “If no invoices or receipts are available, a statement under oath
letailing the recipient of and purposs for each pavment of $5,000 or more fFom the
gocount [is o be provided?. If vou do not heve the personal knowledge needed for such
staternent, the statement under ocath ig o be provided by a person who does have
personal knowledge.”

In its January 16, 2013, request for additiona] documents, the Division also requested
sopies of the “Term Sheets” provided to prespective investors in BREH and/or
Compess.

In response to the request for “Term Sheets” Brooks provided two documents, 2 “Term

o

Sheet 17 and 2 “Term Sheet 2. These docmments, which are aftached as Exhivits C
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end D, refiect the terms pursuant 1o which Brooks mdicsted invesiments in BREH were
accepted.

The investments in BREH wers not registerad for offer or sale m South Carolina, and
this was clear}y stated in the Term Sheets allegedly provided o prospective investors.
The Term Sheets claimed the interesis were being offersd “pursuant to the nrivae
placement exemption afforded by Section 4(21 and the exemption afforded by
Reguiation D promuigared by the Securities and d Bxchanges Comumission.”

However, none of the paperwork required to perfect a Regulation D exemption was
hiled at the federal level, Additionaliy, at the stae level, documentation of the claim of
exemplion is required no later thar fifteen days after the first sale of the security in this
State. The first saie of the security was prior to year end 2012 and, io date, no
exemption notice has been filed with the Division, leaving the BREH securities both
unregistzred and not federally coverad.

On or around Japuary 18, 2013, following Brooks' testimeny at the Division during
wiich he was asked about his failure to respond io the ESR as recuired by law, the
Drivision received a purported response to the ESR. Among other things the response
indicated corrective action reguired by December 31, 2012, pursuant to the ESR
remained uncompleied

subsequent i Brooks” testimony on January 15, 2013, the Division received by mail &
check dated Japuary 13, 2013, or the audit fee that was due on Noyember 8, 2017

On oor around Janusry

oy
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|, the Division egain contacted Brooks regarding its
request for copies of receipts or invoices supporting peymenis from the Cormpass

account of §5,000.00 or more during 2012,
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On or around January 29, 2013, Brooks responded. In his response, Brooks indicated
that he did not heve Invoices from HBC (the construction company hired to build the
school} for the construction costs. In the same response, Brooks made po mention of o7
reference to invoices ot receipis for any of the other expenses of $5,000.00 or more.
Based on bank statements provided by Brooks, there were sixty-one payments from the
Compass account in excess of $5000.00 or more in 2012, Also, based on information
from Brooks, the sum of all such payments totaled in excess of five million dollars
{£5,000.000.007.

Ag of February 20, 2013, Brools has not provided copies of invoices or recelms for amy
of the cver five million dollars of payvments from the Compass account of $5,000.00 or
more.

To date, all known investor funds have been deposited to & Compass account contralied
by Brooks and hrs wife.

Yet, subscription agreements indicate all the mmvestments Brooks nas thus far admitted
are with BREH, are secured by an interest in BREH, and thus rely on assets and income
of BREH (rather than Compass) for repayment.

in connection with Brooks’ offer and sale of BREH notes o JBF clients, at least three
prospective invesiors were provided with & “Business Plan” whicl indicstes Compass
Academy of Alken 18 » 501cf2y organization and that donations fo the school are tax
deductible. The “Business Plan” a copy of which is attached es Exhibit E, alsc makes
other statements regarding Compass, ite vision, mission, governance, Head of behool,

Accreditaiion, and more.

f._
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To date no evidence has been located which supports the claim that Compass 1s a
501e(3) orgemizenion and, in f{acl evidence has been located which suggests the
staternent 15 false,

Upon information and belief the Business Plan con
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one of rmore other omilssions o

misstatements of matenal fact as well.
Based on the mformation shove, it is appropriate, in the public mterest, for the
protection of mvestors, to issue an order revoking Respondents’ respective registraions

and Imposing a permanent bar and a civil penalty upon Respondents

COUNTE 1-2
(Failure (o Make z2nd Maintain Required Records)

Each relevant and consistent allegation of this NOT is hereby repeated and re-alleged as
if zet forth verbatim.

Pursuant to 8.C. Code Ann. § 35-1-411, JBF and Brocks are under an abligation t
keep and maintain certein books and records.

Pursuant to S.C. Code Regs. § 13-408(AX10} and § 13-5302(16), JBF and Brooks are
required to execute written investment advisory contracts with their clients.

S.C. Code Ann § 35-1-411 also required Respondents to update and jkeep accuraie

certain material information.

By failing to executs and maintain wiitten investment advisory contracts and failing o
malke and maintain other required records, Respondents have violated the Act.

(Faijure o Respond f Reguest from the Division)

Fach relevant and consistent allegation of this NOT is hereby repeatec and re-aileged as

lf get 'F Tin Val'ifiﬂiim.
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Pursnant 1 §.C. Code Ann, § J,J-‘—éijidj 2y, R spondents may be disciphned if E’ney.
refuse to allow or otberwise impede the Coamﬁssﬁmar from conducting an audit of
Tngpecilon,

Respondents” faitures to respond and/or incomplets responses to the Ostober 24, 2012
ESR, and the Diwvision’s January 16, 2013, and January 24, 2013, requests for
mformanon impeded the Division's audit and inspection and constitute violations of the

Aot

(Dishonest and Unsthical Practicss)

Fach relevant and consisteny allegation of this NOI is hereby repeated and re-alleged as
if set forth verbatim,

Parsuant 1 5.C. Code Regs, §13-5302(A)2] ), employing any device, scheme, or artifice
wo defrand or engaging In any act, practice or course of business winch operates or
would operate as & fraud or deceit 1s considered a dishonest or unethical practice
Purspant to 5.C. Code Regs. §13-502(B), failure 1w disclose material mformation and
providing faise information to the Division are considered dishonest business practices.
Pursuant to S.C. Code Ann. § 35-1-412(d)(13), Respondents may be disciplined for
engaging in dishonest and unethical practices.

Brooks” statemeni 1o the Division, on behall of himself and IBF, thay he had
remmbursed certain elients for their fovestments in BREH was false

Providing false information to the Division is considered a dishonest business practice
and 15 & violation of the Act

Additionally, misleading one or more clients regarding the nature of Compass as &

501c(3) Drcramz:ahop congtittes & dishonest or unethical business practice.



77. Respondents® dishonest and unethical practices are 2 violation of the Act, and subject
them to discipline under the Act.

COUNT 8
(Failure to Maintain Fidaclary Duty)

78, Each relevant and consistent allegation of this NOJ is hereby repeated and re-alleged as
if set forth verbatim.

79 As an investment adviser and investment adviser representative, JBF and Brooks have a
fiduciary duty to their clienm. Sucha duty is implied in the Investment Advisors Act of
1940, and 18 further discussed by the United States Supreme Court as far back as 1963

” -

m SEC v Capttal Gains Research Bureaw, 375 1.8, 180 (19631

80, In order to satisfy thelr fiduciary duty to their clients, Brooks and JBF are required to
put their clients’ imterssts above their own, to sliminate, or at least to expose, all
confiicts of mterest wiich might incline themn to render advice which is not
disinterested, to employ utmost good faith, fully and fairly disclese all material facts,
employ reasonable care 1o avold misleading their clients. Jd.

&1, Furthermore, S.C. Code Regs. § 13-502(B) provides that Responderts may be

disciplined for non-disclosure or complete disciosure.

82, As e fiduciary, Brools 1s under & duty to fully disclose any conflict of interest present
in his investment advice o his clients. Brooks and JBF’s undisclosed conflicts related
to Brooks’ involvement in, and/or reladonship to, compensation from Compass

constitute violations of the Act and subject Respondents to disciphne.

e
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COUNTS -310
{Failure to Foliow Breiter-Dealer Rules
Suttability and Seliing Away)

Each relevant and consistent aliegation of this NOT is hereby repeated and re-alleged as
if set forth verbatim.

Pursuant 1o 3.C. Code Regs. § 13-501{A)3), Brooks has & dury to ensure that his
recommendations are suitable for his customers based upon reascoable mguiry
concerming the customer's investment objectives, financial situation and needs, and any

other relevant information known by the broker-dzaler.

Moreover, pursuant to 5.C. Code Regs. § 13-5

&

[aw]

B2y, 1115 unlawiul 1o effect
secuTittes transactions not recorded on the regular books and records of the broker-
dealer which the agent represents, unless those transactions are authorized m writing by
the breker-dealer prior to execution of the transaction,

Brooks® recommendations to several senior customers o premamrely distribute their
mvestments in annuities, which caused early termunation surrender charges, violated
suitability rutes established by the broker-dealer with which he was employed,
Addinorallv, Brooks’ BREH fransactions, some of which involved some of his High
Street customers, were not caried on High Street’s reguler books and records.
Accordingly, the sctivity construted “selling away”, which constitutes z Tailure to
observe high standards of commereial honor end just and equitdble principles of trade
in the conduct of Brooks’ business, subjecting Brooks to discipline.

Brooks™ failures to follow the rues of his emploving broker-dealer constitute violations

of the Act and subject Brooks 1o discipline.
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COUNT 11-22
(Sale of Unregistered Securities)

Each relevant and consistent allegation of this NOI is hereby rvwaied and re-alleged es
if set forth verhatim.

Pursvant to $.C Code Ann. § 33-1-301, 1 ie unlawful for & person to offer or sell a
security in this State unless the security s a federal coversd security, the security,
trangaction or offer is exempted from registration, or the securtty is registered.

Neither BREH nor Compass had securities registered which were either faderal covered
or registered or exempt pursuant o the Act

Yet on at least twelve occasions Brocoks offered and sold BREM and/or Compass
securities in ths State,

Each of Brooks® sales of BREH and Compass securities constitutes & separate violation
of the Act and subjects Brooks to discipline.

COUNTS 23-24
(Providing false or misieading information to the I¥ivision)

oyt

fach rejevant and consistent allegation of this NOT ¢ hereby repeated and re-alleged as
if set forth verbarim.

Fursuant to S.C. Code Ann. § 35-1-505, it is unlawfu!l for 2 person 1o make a statement
to the Division that s false or misleading in & material respect,

While under cath, Brooks on behalf of bimself and JBF informed the Division thal be
had only three customers who had invested in BREH.

Additionsl

Brocks informed the Division thal JBF was refunding those three
investors for their investments ip BREH.
These two staternents were false and misleading, and constitute viclanons of the Act,

pursuant 1o which Brooks can be disciplined

Lh
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REQUEST FOR AN ORDER REVOKING RESPONDENTS' REGISTRATIONS

106, Pursuant 10 §.C Code Ann. § 35-1-412(%), if the Securities Comumissioner finds. that

the order is in the public inferest and subsection (d) awthorizes the action, en order

under e Act may revoke, suspend, condinion, or iimit the registration of a registant.

ot
]

Pursuant to §.C. Code Ann. § 33-1-412(c}, if the Securities Commissioner finds that the

.:’..

Order 15 in the public interes! and subsection (Y1) through (6), (8), (9), (10}, or (12)

and (13) authorizes the action, an order vnder the Act may censure, impose & bar,

and/or impose & civil penalty in an amount not © exceed 310,000 for sach viclation on

& registrant,

10Z. Pursuant to S.C. Code Ann. § 35-1-412(d}, a person mey be disciplined under

(g

~

subsections (a) through (<) if the person: ...

(2% willfully violated or willfully failed to comply with [the Act] or a rule adopted
or order issued under [the Act]...

(8) refuses to aliow or otherwise impedes the Securities Copumissioner from

conducting an audit or inspection undey Section 35-1-411(d).

103, Pursuant w0 §.C. Code Regs. §§ 13-501 and 13-502 2 person who has not observed high

r_n

tandards of commercial honor and just and equitable priniciples of trade in the conduct

of thelr business, may be subjest to revocation of registration, imposition of

administrative fines, or such other action authorized by stanle.
THER L ‘ . - R
NOW THEREFORE, the Division requests that the Commissioner grani the following reliel

against Respondents:

FA

Pursuant to $.C. Code Ann § 35-1-412(b), revoke Brooks® investment adviser

representative registration,



I

b, Pursuant to S.C. Code Ann § 35-1-412(b), revoke Brooks’ broker-dealer agent

registration;

]

Pursuant to S.C. Code Ann. § 25-1-412(5), revoke JBF’s investment adviser

d Pursuznt to 8.0 Code Anm §

<
-

1.2

-1-412(¢), permanently bar Brooks from

4

conducting securities business in the State of South Caroling,

€. Pursuant to 8.C. Code Ann, § 35-1-412(c), permanently bar JBF from conductng
securities business in the Stare of South Caroline
{.‘

£ Pursuant wo S.C. Code Ann, § 35-1-412(c), order Brooks to pay 2 civil penalty in
an amount not excesding ten thousand and no/106 (310,000.0G) dollars for each
violation of the Act and each violation of any rule or order promulgated by the

Commissioner commitied by or on behalf of him;

e

Pursuant to 8.C. Code Ann, & 35-1-412{c), order JBF to pay 2 civil penaity in an
amount not exceeding fen thousand and ne/100 ($10,000.00) doliars for each
vioiatién of the Act and each viclation of any rule or order promulgated by the
Comrissioner comrnitted by or on behalf of i, and

b, Order any other relief that the Conmmuissioner deems appropriate.

NOTICE AND OPPORTUNITY FOR A BEARING

o

MOTICE is hereby given that the Respondent shall have thirty (30) days from the date of

receipt of this Notice of Intent 1o file an answer and, if desired, a request for 2 hearing on the

matters contained herein, Such answer and, 1 desived, reguest for 2 hearing should be filed

with Thresechia Navarro, Ssourities Division, Post Office Bow

. o~

1. Columbia, South
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Caroling, 29211-154%. In
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..... . the Respondents, shall admit or deny each

factua] allegation in this Notce of Imtent, shall set forth specific facts, laws, and/or

ok

~



alfirmative defenses upon which the Respondents rely and, if desired, meke & request for &
hearing. A Respondent without knowledgs or informmation sufficient to form a belief as to the
truth of an alleganon shall so swte.

In the event an answer and written notice Tequesting 2 hearin
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above-stated thirty (30) day period of time, -an order revoking Respondents’ investment
adviser, nvestment adviser representative, and broker-dealer agent registrations, and -
imposing permanent bars and pensaities may be entered n this procesding with no furthe:

notice,

25

n"!"?”"
Executed and entered, this thm ﬁ D dav of February, 2013

QOU [H CARQLINA OFFICE OF THE
TTORNEY GENERAL

§ Fomgms X
By: SRy, R WY Vo
TRACY A. MEYERS ™~
Assistant Depury Altorney General

ANDREW I MACLECQD
Assistant Attorney Gener

Sf*furizi& Division

ost Office Box 11549
Colummeh, South Carolina 29211
(5033 734-4721



Contacts.

On-Site Visits:

Foam;

Hile Numbar
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EXAMINATION SUMMARY REPORT
1. BROGKS FINANCIAL, INC.

Findine Numhber One

Msmorandum of each order

IBF does not have sufficlent documentation of the dewails swrounding sach security wansaction
for 115 clients.

Statute or Rule of Reference

South Caroline Code of Regulations Regulation 1 3-408(A)3) ("Reg 1 3-408(AE)"
South Caroima Code of Fegulations Repulztion 13-408(A)T) ("Reg 13-408(AXTY)

Reguired Action

JBF should document and make easily accessible a memorandum contaiming the information
referenced m Reg 13-408(AY3) for each order for the purchase or sale of any securtty for is
client

ats. Such documentstion should be found within each client's Bile of in 2 master Gle. Has
also recommended that TBY document the rationale for each recormmendation. Hems required 1o
be kept pursuant fo Reg 13-408(2)(7) should similarly be matnained

This report resuls from & Hmited-scope examination. The acis and prastices Sited above may CONSULNE ViCizuon:
of the referanced statuie o regulalion: however, the fac fha: fmdings are or are sot indicared shali not be desmed
conciusions that statory of regulalnry visiations bave or have pOT ocCuived.

G



EXAMINATION SUMMARY REPORT
J.BROOKS FINANCIAL, INC.

Findipg Number Two

Yioancis! Statements

IBF dic nol maimiain and was not able 10 producs in & Umely manmer financial stawments
getziling the acoivities and solvancy of the advisory firm.

Statute or Rule of Reference

South Carolma Code of Regulations Regulation 13-406(A) ("Reg 13408 A""}
south Carclina Code ofRegul ons Regulation ] 3-408(AYE) ("Reg 15-408(AMO"

Required Action

JBF must maintain and be able to produce financial stetements showing the Adviser's business
activities and curremt ‘*"11'1&.“ stal position. The term maintain, #s used-here, refers 1o the Adviser's
nesd to have sl data organized and mput so financial statements can bp Drucmcs:a ine nmaiy

manner. s vecommended IBF isolate its financlial trangactions from those of other entbes

As a related mafter, we recormmend that BT become familiar with Res [3-406( ix\ of the South
Carclie Code of Regulations which requires amy adviser who has discretionary atthority in
client accoUmts o roaintain & minimum net worth of $25,000.00 or acquirs and maintain e surety
bond of o lese than £35,000.00 1 an adviser's net worth showld drop below that threshold, Reg
13-406{x) requires an as»‘ whose net worth drops below $35,000.00 to notify the Securimies
Division by the close of business the next day and cease al! such advisory busmess urtil the net
worth s restored or & sure?:y bond 18 scouived.

This Tepart results fom a ute violations
£ the referenced statute or regmation; nowever, the fast that findings are or ave not ndicsred shall not be deemed
onchusions thar stetufory o regulatory viciations bave or have not oocwread.

Hmited-scope examinaton. The aCts and practices oited above may const

53}
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EXAMINATION SUMMARY REPORT
J. BROOKS FINANCLAL, INC.

Findine Number Three

Discretisnary Anthority

TRF

G0

b -

nitizlly claimed not 1o have discretionary authority in chent accounts, Upon emamination it
was jound that clients bad given JBF discretionary anthority when complieting custodial account
BETEEMENTS.

-

Statute or Rule of Eeference

south Carolinz Code of Reguietions Reguisnion ) 3-408(4)(8) ("Reg 12-408(4

fhid
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Reguired Action

JBF must mainmin and be able © produce & Ligt or other recort wineh identifies all accowats in
which the adviser is vested with any diseretionary power with respect to funds, securities or
Tansachons.

T

e report resuits fom 2 limited-scope examination. The acis and practices cited sbove may constiuite violapons
of the yeferenced stmmuie of regulation; however, the fast That Andings are or are not indicated shall not be geemed
C

onchigions that statuiery of regulatory vinlanons have or have not scoured,

T




EXAMINATION 50 M‘I\Mﬁj{“‘ REFORT
J. BROOKS FINANCTAL, INC.

Findipo Number Four

Investment Advi 18OV Contract

JBF does QT gxeculs an aﬂ\’IS")"‘\’ contract with ipvestment ElCt'\’l‘wO"V chents.

Starufe or Rute of Reference

South Carclina Code of Regulations Reguiaton 13-208(A)10) ("Reg 13-408(43(10)"
South Caroline Code of Regulations Regulation 13-502(A )1 16) ("Reg 13-502(A }( &1

Reguired Action

JBF must execute and meintain a wrinern contract with each advisory clisnt. Pursuantto Reg 13

502(4)(16), dishonest and upethical business practices inchude ertering into, extending
Tenewing any invesmnent advisory confract upless such contract s in writing awd discloses,
substance, the services to be provided, the temm of the contract, the advisory fee or the formula
for computing the fee, the amounit or the manner of cajeulation of the amount of the prepaid fee
o be returned i the event of contract terminaton o7 non-performance, whather the conuact
orants dic;cr&t%on&ﬁf power to the adviser or ity representatives and that no assgnment of such
coniract shalj be made by the adviser withow the consent of the other party to the contract

IBF should make any needed revisions to s contract, execute the contract with each client
within 60 days, and nottfy fhe Divinion wher all contracis have been execuad.

This Teport resulis from 2 mited-scope examination. The men and practices cited above may constite vioiazions
of the referenced swuta or reguiation; howsver, the fact that findings are or are not mdicatsd shall not be Jesmed
01}’”’Ll‘~10"l‘§ that STERITOrY Oy ?&Z.liuid”‘ V]Csﬁ.li(“'it Tia\i" ar fave not viuﬂ'm



EXAMINATION SUMMARY REPORT
I BROOKS FINANCIAL, INC.

Fipdine Number Five

Adeguate client information on which to base recommen dations

Dhuring the examination, it-was noted that githough Mr. Brocks was abie to articulate reasons for
chient investments, not all chent files contaned azdeguate information on which to bese
Investment recommendations.

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 1

3-40BAMIE) ("Reg 13 08%)\‘ 3N
South Carolina Code of Reguiations Reguiation 13-502043(1) ("Reg 13-502(AX 1"

Reguired Action

JBF shoutd collect and retain adequaie written information (investment history, financial status,
risy tolerance, investoment o‘o_éecﬁﬁes and ofper relevant informeation), on wiich to base the
approprizteness of invesunent recommendations. This informeation should be in wridng and
updated regularly,  Also, we :*e-sdzrmuend the adviser dooumerd the talonale behind specific
investment recormendatio

report resuits from a limited-scope examination. The acis and prastices oiied above may CORSUNEE vicianons
o}‘ *t*m referen ed suatnte 07 regulation, bowever, the fuef f"rxa* findimgs are or are not ndicated shall oot be desmed

coniolugions ¢

iO"*Y ov Tt‘—ﬂU] arory wiolattons heve or hive B aoourred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Findine Number Sty

Supervisery Procedures Manual

Al the time of the examinatior, TBF did not have writien Sup““vlqo“‘, procedures in place o serve
sy '

. guide for compliance wn;if a‘ niicable securities laws and regulations.

Statute or Rule of Reference

South Caroline Code of Reguiations Rf:.gu'lation 13-408(AM19) ("Reg 13-408(A)(1977)
Code of Financial Reguiations, Title 17, Part 248

Peauired Action

JTBE must obtain and have asveilable 2 supervisorv procedures manual, tailored fo 1. Brooks

Fipancial and the services it provides, that is Teasonably designed 1o achieve compliance with
applicable securities laws and regulations. The manual should serve as a guide for all personnel
of the'frm and be specific to the services it provides. We recommend that all investment
advisory representetives and stafl indicate by signsture or initals thal they have read and
understand the procadures manual.

The Division reminds JBF of i1s responsivility to establish and maintain 2 Privacy Policy as
required by South Carcling Code of Re gulations 13-302(45(17) Other rules also require taf 2
Privacy Folicy Statement be given 1o sach customer/ciient inftally and annually

Thiz report resul *S from 2 dmited-scops sxamination. The ack and practices cited 2bOve may cOnSLTRLE violations
of the referenced siaiute of regulgtion: however, fhe fact that Sndings are or we nol mdiseted shall not be deamed
conclusions that starutory or regmulatory viclarions heve or have not ooowred.

T
it}




EXAMINATION ST

J. BROOKS

UMMARY REPORT
FINANCIAL, INC,

Findine Number Seven

Advigery Fees and Commissions

Upon examination of client files, it appears so
fee and 2 cOTITISIION 0D One O WMOTE 1T
been disclosed to the clisyy,

£ ciients were charpad bow an

CTONS.

Statute or Rule of Reference

Souih Carohng Code o

Reguired Achon

According o statemerds |
nofg fus mtert o charge both.
fee and & com 'ms LO7L
agdvice without disclo
such advice will be

In the future, JBF shoy

received by the adviger

This repory results from a lmited-scope examinaton. Th
of the referenced statiite o7 regulanon: however, the fact

copciusions that SIERNOTY of reguiztory vielations have o

b by, Jonathan Brooks,
JBF should confinm that no

uld not charg
03ing that a cormmission

Thie acte a"iC *.]'\3"‘ CE
i thar

suices oiied above may

findings are of are nol mdicated
AVE DO o”cu*”*.

ongeing advisery

Thers was nm aocume,ntat,ioa that this had

f Regulanons Regulation 13-502(A) 11 YD) ("Reg 13-30

the incidents found were accidenial and 1t was
other clients are bemb charged both 2

ge o client an advisory fee Tor rendermg
for exseuiing securities (ransachions

s pursuad to

constitule violations
shall not be decmad



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL., INC.

Finding Number Bioht

Agvertising

JBF created and used several print adveriisemenis in its advisory business promoting "6 - 8%
PDIC protecied  CD's" with no  further discloswe regarding fthe  suitability of the
recommendaiion.  Also, no documentation was avalighle sncwwg that the broker-dealer fivm
with which Jonathen Brocks 1§ registered had approved the advertisements.

Statute or Bule of Reference

South Carolina Code of Regulations Regulation 13-408(A11) {"Reg 13-408(A01 1"
South Carolina Code of Regilations Regulation 13-501{AYN3) ("Reg 13-501(A3(3)™

Fegqulred Action

.

When using advertising that recommends a parfeular product, JB

-
Lo
L

g 4 shouid document who the
target andience 15 and e Tationale 25 to why the recomynendation is considered sultable for the
audience expecied 1o recelve it Ths documentation should be readily CC"SQ;LLP Alsn, when
aporoval from the broker-dealer with which Jonathen Brools is 2 regist 1%’ zgent 15 needed

documentation of that approval should be kept in a readily accessible form

report results frow & limited-scope examination. The act and pracioss ciied above may constiue vioizhons
of the referenced statufz o reguiation: however, the fac that fndings are or are nat ndicat=¢ shall noi bt desmed
conclusions thal stanmary o regulatory vislations have or hieve oot occurred,




EXAMINATION SUMMARY REPORT
J. BROOKS FINANCLAL, INC,

Findine Namber Nine

Arnnual Offer of Form ADV Part 2 t0 Clients

IBF has not offered s clients an updated Form ADV, Part 2, annually and has not documented

e
; A : : ~— i 2o . ~ ‘ : IN e
the date thar the Form ADV, Part 1) was given or offered 10 18 clients.

Statute or Rule of Reference

South Carolinz Code of Regulabions Regulation
South Caroline Code of Regulations Regulation

13-408(AY14) ("Reg 13-408(A)(14)")
13 13- )
Code of Financial Regulations, Tiile 17, Part 243

50203 ("Reg 13-502(B)"

Reguired Action

I
i

BF should deiiver or offer 1 1 clieats an updated Form ADV, Bart 2, on ap annue| basis and
should document the date the Form ADV, Part 2, was delivered or offered 1o sach chent

This imited-scone examination. The act and prectices oited above mey CORSHILE Vielanions

N N . oL . - . ~ o Ce § e . : ot
of the referenced statute or regudanion; bowsever, the fact mat Tmdings are or are nol wpaicatsc shall not be deemsc
conciusions that smlutory ar regulatory viaialions bave or have not ocouwred.




EXAMINATION SUMMARY REPORT
F BROOKS FINANCLAL, INC

Findine Number Ten

Distrepancies in Form ADY

The Securities Division noted what appear 1o be discrepar
information provided by IBF

o

T

o
i
ot

i} o

o ;

Lo

i

I

et

RN

L]
[t

the

report resulis from & mited-scope examinaion.

enancies in, missiatements of, or omussion

fa b

A b Lad

BEF i its Finn Brochure (Pant 24 of Forp ADV) dated July

4

Begmning on page | and continuing through page 13, the identifving mformation

following the page number reads "LMF Aomalgamated PiBIBILLI’}_H LG
On page | of the Firm Brochurs, under the saction titled Tyvnes of Advisory Services, the
second paragre

ph states “Om more than an occasiohal bagis, FWS furmishes advice 10
clients. " ‘
Un page 2 of the Firm Brochure in the pareg raph titled [nvestment Accounts not
mvolving Sapervisory Services, it is stated that "TBF will not have discretion el eny tme
ap these acosunts.”  Numerous documents cempleted by JBT chents contain langnage
that grants diseretion fo JBF.

On page 2 of the Finmn Brochure 1 the mratfrapp itled Client Tatlored Bervices apd
Client Impoged Restrictions, it is stated that "The goals and objectives for sach chent are
documented n our ciient files.” Such docwrnentation wag not localed n several of the
chient files Teviswead.

Onopege 2 of the Firm Brochure in the parag raph titled Client Assets under Manasement,

informarion needs to be inclnded relative to invesument advisory assets that are actively
marmgm by T—% E rather then agsets managc—:d by & third-party money mAGELEL.
npage 2 of the Firm Brochure in the paragraph ttled Method of Combensaton an 1d Fes

3 -uuie disclosurs needs fo be mci‘uéad regarding fess charged to clhents with
imvestment advisory assets managed by JTBE,

On page 3 of ﬂm Firm Brochuwe m the paragr .lph ttied Investment Accounte 1ot

Invoiving rvisory Services, he terrunolog 3 Sur}erwsory Services" npseds 1o be
defined ar.d‘/o:' cla:im\,d 11 is uncleas to wiioh ase Ls thig paragraph applies.
- -

On page 3 of the Fum Brochurs in the p:::as:*anh
Sele of Securines o Clients it is stated that “3"11

Ll

3

does LOZ recelve any external
compensaton for tLue- sale of securities to clients, nor do any of the Imvestment advisor

h

represemiatives of TBF." Instances of commissions being paid to Jonathan Brooks {or the
a»1° of securities 1o clients were noted during review of client files,
(m page 4 of the Finn Brochure in the first paragraph of the sschon ttled lpvestiment

Strazegv and Method of Anglveis Materizl Pisks 1t 15 staied that "Each chent executes an

Inwvestment "omv Statement or Risk Tolerance ther documents thelr desired ipvesinen

o

swategy.” Such documents were not locarsd in several of the clisnt Sles reviewed.

RERER S R ot I )

The aets ang practices oited above mey conshituts vielations
referenced staiule oF reguiztion: howewver, the fact that fOndings are or are pof mdicated shall not be deamead

onclustons that SIEIULGTY OV re EIL'L.aLOz W viclations have or have not occured



EXAMINATION SUMMARY REPORT
S BROOGKS FINANCIAL, INC.

Fipding Number Ten (cont)

v

Driserepancies in Form ADV (cont.)

Reguired Action

JBF should carefully review the Firm Brochure to defermine if all statements in the Brochure are
accurate. 1f any statements, including bt not lmited 10 those listed ebove, are not accurate, IBE
shouid make the necessary comections. JBE should

provide revised copies of any and all
documents it modifizs (o the Division for review po
determy

iater thap December 33, 2012 U7 JBF
leTmines no revisions are needed, a leter to the Divizion to this effect deted no izier than
Detember 31, 2012 will be sufficient.

This report resules from & Limied-rcone examination. The acts and practices ciied above may consunie violations
of the refarencad stanre or regulation, however, the 2ot that findings ars or are not indicated shall not be deemes
conciusions thar statuiory of reguiatory violzions have ar have nol 0CoWTed



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Findine Number Eleven

Discrepancier in lnvestment sAdvisory Agreement

In 1ts review of the Invesmment Advisory Agreement dated Coiober 21, 2010 that

113 A ()
the Division at the ume of its initial application for registration, the Division note

JBF provided io
ed d
¥ Exampies include:

sc:‘emancw:
o7 oroissions of mformiation,

-

1) On pege 1 of the Investment Advisory Agreement, i is stated that "JBF will not have
discrerion or custody, ar any tims, of client funds and/or securities” Rewiew of chent
files noted several custodial agreement documents granfing discretion to JBF.

On page 3 of the Invesiment Advisory Agreement, conditions defined In paregraph D
appear to be W conflict with conditions defined in varagrsph K. A dditionally,

COTHTACES must be in writing to be in complance with South C,amnna reguiatons as ﬂoﬂi

sarhier in this report

[

LR
R

On page 4 of the Investment Advisery Agresment, thers is no date reflected for the 1
Brooks Financial, Inc. representafive signature.
Schedule T of the Investment Advisory Agresment fails o include advisory acoounts for

winch IBF serves as the mvestment advxsf:.r.rat‘mez' than 2 third-party manager serving as
? = (*\mgb"
2 .

Reguired Action

JBF should carefolly review its Investment Advisory Agreement to determize if all statements m
the Agreement are socurate. [f any staternents, imcluding bul not lmited to those isted above,
are not acourate, JBF should make the pecessery corrections. JBF should provide revised copies
of any and all documents it modifies to the Division for review nc jaier th iar: L scember 31, EC‘”
{ BE determines no TEVISIOnS are

nesded, o letter 1o the Division to this mfem dated ﬁo
than December 31, 20172 will be s;uffmigz t

imited-soope examination. The ach and Dractices of

i
findings are of are nol i':;c?ica?;
regulatory violatione neve or Deve not oosurred.

o7 regulgtion: however, the fact thhat

conciusions thet S{a‘um‘“\' or




EXHIBIT B

A Wisow
SECURITIES COmndISSIONER

Mz Jonathan W Rraoks
I. Brooks Financiel Inc.
.

V24 Laurens St WW
Adken, SC 20801

Re: Inpvestment Adviser Exemination - File Number 12017
Om-site visits July 17, 2012 and Aungust 24, 2012
Dear M. Brooks:

Enclosed please Txm - report of the examination recently conducted of your oo,

1. Brooks Financial, Ine. Please provide needed responses and docurnents no later fian

scemnber 31, 2012 Pursuant to Seotion 35-1-411 of the South Carolina Uniform

Securities Act of 2005, vour firm is hereby assessed a2 charge of three hundred doliars
(E300.00) for the examinetion conducied & your office on the above-referenced dates.

Please iet this letfer serve as ow mvoice and remit payment within 15 days 10 the

13

folio l"IU address,

Uffice of the South Carolma Anorney General
Aftention: Thresechiz Navaro

- ™ ~

Securities Dimidn

. . u Am
I you have any guestions, piease call me at 845-734-3300
Simcercly vours,

;\.\i

A
A

. N
o) e D A

Sandra Matthews
Auditor

ReMpery O DEnrae Bunbe o Post Ofmice Boy

A
£y
i
o]
=3

¢ COLUMBIA, -1509 v TELERPMONE BU5-734-2970 ¢ FalshWils BO3-T34.3677



TERMS GF THE OFFERING

The Commpany is offering 6500 Urits of membership interests & $1,000 per Unit

»1
o

& tola] of 56,500,000 The Offering terminates at 11:59 pm. on November 30th,
201Z; unless ofherwise extended by the Company 10 a date no later than December 315t
2012 %ch extension shall be at the Managers' discretion without nofics to the vestors.
5

ubscriptions will be binding on the Company only on. acceptan.c\: by the Mapagers and
the Manegers reserve the right to reject any subscription in whole or in part. The process
of repaying each Unit shall be as follow: 8% inierest on each Unit at to begin October
ist, 2013 unlesy otherwise agreed upon. The frst peymenmt will include anmy and ali
previcus interest that accumulated up until October 1st, 2013, Each paviment shall be
semti anpually thereafier. At the end of 10 years, a balloon peyment of all Unit costs will
be due,

The purchaser of sach Unit will be obligated fo pay the Capiml Contribution i
the amount of $1,000 per Unit by delivery of cash together with fhe Subscription
Agreement for such Unit,

The Interests have not been registered under the Securities Act of 1933, as
amended, and are being offered pursuant 1 the private placement exemption afforded by
Section 4027 and the exemption afforded by Regulation D 1}1‘017}1.11"31;36 by the ‘:;“ourities‘
and Exchange Commission. The Interests have not been registersd under the "Blue Sky”
or other securities iaws of any state.

Before & prospective investor shall be sold any interests in the Company, certain
representations must be made purswant fo the Purchaser Questionnaire and the
Subseription Agreement which nrust be read carefully in conjunciion with this Offering
Memeorandum,

This Offering Memorandum and fhe Execuiion Documents package provided
each prospaective invester contain exkibits of afl the documents necessary (o subscribe for
Interests. Al subscription funds will be held i = segregated account astabhished by the
Company. At any fime, the Company may close the sale of such interests, admit such
investors as members to the Company, obiain the funds from that account and, if
;}ec&f-ssa:y,( use the funds to close the Deveiopment Loan &s provided herein. Additional

subscriptions, up 1o the towl Offormg may be closed and such H‘LVDE‘CO:“: admitied o the
Can" yany Upoh receipt and approm of such subscriptions prior o fhe termination of the
Ofrcruw [ subseriptions. for the total Offering have nol been received by the
teratneation date of the Offering, ami the %anamm have not slecied to close the sale of
any Interests, then the funds will be retumed o the ipvestors amd the subscriptions
cancelled
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TERMS OF THE OFFERING

The Compeny is ofr*nnz 6500 Unite of memberghip interests at $1.000 per Unit
Tor g total of 36,500,000, The Offering terminates af 11259 p.m. on November 30th,
2012 unless atherwise cxtended bv-the Company to 2 dafe no later than December 3131,
2012, Such extension shall be at fhe Managers' diserstion without notice to the investors.
Subscriptions will be binding on the Compeny only on acoeptance by the Manzgers and
the Managers reserve the tight (o reject any subseription in whole or i part. The process
of repaying each Unit shall be as follow: 8% indersst on each Unit af to begin October
Lst, 2013 unless otherwise agreed upon, The first payment will include any end all
previous ioterest that sccumulated up until October 1st, 2013, Each payment shall be

seun annually thereafier. AL the end of 4 years, » belloon payment of all Unit costs wil
be due.

The purchaser of each Unit will he abiigmwd to pay the Capital Confribution i

the amount of $1,000 per Unit by ae}w v of cash together with the Subscription

Aersement for sueh Unit

The lnterests have not been registered under the Securites Act of 1933, &
emended, and are being offered pursuant to the privete placement exemption afforded by
Section 4(2) and the a};emptior' afforded by Regulation D promuigated by the Secarities
and Exchange Commmssion. The Intsrests have not besn remisred wader the "Blue Siy™
or other sacurifies taws of any state.

efore & prospective mvestor shall be sold any [nterests in the Compapy, certain
representations must be made pursuant to the Purcheser Questionnaire and the
Bubseription Agreement which must be read carefully in conjunction with fhis Offening
Memorandum.

This Offening Memorandum snd the BExecution Documents paclage provided
sach prespective invesior contam exhibits of all the documents nesessary to subscribe for
interests. All subsenptien fonds will be held in e segregated accournt established by the
Coempany. At any tune, the Company may chose the sale of such Terests, admit such

investors as members 0 the Compeny, obtain fhe funds fom that ascount and, if

necessery, use the funds 1o close the Developrnent Loan as provided hersin.  Addiional
subscriptions, up to the tetal Offering may be closed and sueh investors admitted to the
Company wpon revelpt and approval of such subscriptions poor to the termination of the
Offering. If subscriptions far the total Offering have not besn received by the

termmination date of the Offering, and the Meanagers have not elected to close the saie of

apy interests, then the funds will be _rmumcd to the wvestors and the subscrptions
cancelied,
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[ntroguction 10 COMPASS Academy

As of lanuary 1, 2012, COMPASS Acagemy is a dream that will become reality in Avcust
of 2013,

The dream began as & convarsation betwaen two paople who recognized a nesd for 2
private independent school offering both academic excelience and character
development in Alken, SC that incorporates K-12% grade. That conversation sparked a
fiurry of action in an effort to gauge support and interest. Aker many, many
discussions with Alken parents, it was soon realized that there is a piche in the
community that needs to be fified. Generous donors have given over $§500,000.00 to
beginths project. We have a plan in place to raise another §8,500,000.00 by May 2012,
Thus, the vision of COMPASS Academy has begun to transform from dream fo reality.

(nvestor information:

We are seeling cepital funds for Compass Academy’s building costs. Combined cost
for the land and building, according to bath the architect and builder, 1s approximataly
$5,300,000.00. Compass Academy has $300,000.00 cash 1o put into the deal in an effort
to show we have “skin in the game™.
Benefifs to investor:
= According to the “Debt Plan” included in the business plan, the RO wiil be
within the first six vears of Compass opening its doors in August 2013 As
explained in the “Operating Budget™ included in the business plan, Compass
will have anaverage of $1,500,00.00 excess per vaar for the first ten years.

The capital will be used for construction and land only. The builder has agreed
o fund a small amount in exchange for tuifion doliars, the utilifies in
Montmorenci have offered o fund $100,000.00 to getwater and septic to the land
for the school, and we have over 200 businesses in the ares that have committed
io each fund g classroom, This will provids the fumishings such as cesks,
smariboards, eic.

After surveying over 1200 parents within a 30 mite radius of Alken, B8% said that
they agres we need a schoo! such as Compass. 87% said that they would
afinitely enroll their children in the first academic vear.

0.
5

South Carcline House and Senafte just passed the “School Choiee™ Bill. This bill
states that due o the poor quality of the state’s education system, any parent that
arrolte & child into a private school or homeaschoole & child, may take 2 $4,000.00
iax deduction at the end of the yaar,

i



Vision

Todayv’sVision:

COMPASE Academy will provide a5K-120h grade educational opportunity for students to
be eguipped with the skilis of extraordinary thinkers, citizens, and community leacders.
Educators at COMP&SS Academy understand the importance of flaxible and personalized .
approaches 1o education for sach child 1o best mapdmize thelr potential. Our vision isa
direct result of Rick Santorum’s education platform. We believe thar reforms at & local
‘evel shouid be foocused on expanding consumer choice in education, attracting the best
tzachers to be competitive as a city, and rewarding excelience, innovation, and
personatizing o the needs of individual students rathar than governmenis and
standardized iestscores,

COMPASS Academy will offer both astrong acaderic program and a strong character
development program. Academics will fosus o the STEM Education Coalition and
aw=rd winning  curricuiums such as Zaner-Blosser and Scholastic in an effort {o provide
the highest levels of learning in reading, writing, mathematics, science, history, biology,
technology and engineering. The Character Davelopment program will mirror Stephen
Covey’s curricuium, “The Leader In Me® This program focuses on leadership skills
such as oritical thinking, decision making, respect and integrity towards othars,
community involvement, money management, and much more.

Mission

COMP#ASS Academy is an independant private school offering academic exselience
coupled with the development and cultivation of personal character which will enable
each student to bring direction to their fives, ready to think on their own, stand for
themselves, and actwith respect and empathy toward others.

The mission of COMPASS Academy is to help our students undersiand therr purpose,
embrace their strengths, and stav true fo his/her character white maintaining a nigh
ievel of core vaiues, Through a wide range of outstanding programs, COMPASS
studenis will grow as healthy, balanced individuals and culfivate his/her unique self,

Phitosophy

Growing up into a whole, heaithy, and accomplished young adult is a challenge and 2
joy, and the entire Alken community sesks {0 suppor! and celebrate students slong their
way. Throughout thelr COMPASS Academy expenence, young people will encountsr
opporiunities to guestion, to reason, fo express themsetves, {o discover and pursue a
nassion to rigk, and sometimes even fall and hopefully learn from that failure.

Le¥



Governance

Planning Partners:

COMEP £:885 Academy has received the support of dedicated individuals who areleaders in
the community and wili continue o reguire this support as our Toundations are built
and sobdified. in the initial stages of development, these folks will be Planning
Partners who will help mold and shape the Acadamy so that the vision is achieved and
the mission is accompiished. COMPASS will rely heavily on Planning Partners for
guidanos, input, resources, knowledge, tme, talent and leadership, These significant
contributions witl be greatly appreciated and mighly regarded as the key factor in
COBEPASS Academy’s ininal success.

Board of Directors:

In the first academic school yaar, the Planning Partners w itl have the opportunity to
become & member of the Founding Board of Directors. This Board will be responsible
tfor all of the above aswell as implementing the governing by-aws of the Academy. The
Founding Board of Directors will serve afive year term in an efforl o maintain stability
white setiing the foundation of the Academy. Every board thersafter will sarve a 2 year
term. The Board of Directors will have 51% contrel over all major decisions. The Head
of School and Administrators will have 48% contral over all major decisions.

Head of School:

The Head of School should serve as a centratizing leadership figure within the Academy
and the local community. The Mead of School will work closely with, and report
directly to, the Board of Diresiors. The Head of School will fend 1o the issues that
concern the Academy a8 & whole and will facilitate communication among the teachers,
staff. families and Board.

Principal dufies of the Head of School include but are not imited to.

« Recruit, guide and manage a high guality staff who are committed to the
mission of COMPASE Acatemy, :

- Deveiop and implement acurricutum, in collaboration with the faculty
and within the guidelines of the Academy’s mission.

«  Sef the tone and model the values of the Academy in-interactions with
students, families, staff, and the community.



Set boundaries and communicate clear expactations about performance
angd behaviar

Articulate to prospective parents and the community the educational
theory and practice of COMPASS® curricuium.

Provide and support on-going professional developmert for faculty and
stafi. '
Keepthe Beard of Directors informed of issues ralated to the govemance
of the Academy.

The Head of School will overses the areas of finance, admissions, policies,
ang facility,

As COMPASS Acatdemy transitions from 8 concept to a start-up school, the nead for the
Head of School to be in placs immediately is crusial for curricuium development as well
as & host of other key areas that will cortribute o the Academy’s sucoess, Therefore, a
Head of School has been named for the first three vears of COMPASS Academy’s
existence. In the fourth year the Board of Direstors will evaluate the Fead of School
and determine i 2 change nests io be made. From that point forward, the Board of
Directors will be responsible for establishing the requirements for hiring and firing the
Head of School,

An educaior in Alken that has been isaching for over 30 yeers in both public and private
schools has sagerly agreed (0 accept the position as Head of School. Her philosophy of
education is “learner-centered” where clagsroom teaching is prized. She hoids a
Masters Degree in Education and in Divergent Learning from Columbiz College. She
was President of ACIRA for two vears, Chairman of Teachers on the SCIRA state board,
worked as a Master Teacher for the Alken County Schoot District, conducted staff
development sessions and taught demonstration lsssons for teachers, Teacher of ine
Year at East Alken Elemeartary, Westinghouse Mini-Gramnt recipiert, Who's Who among
America’s teachers, American Nuclear Society Supsrior Teaching in Mathematics and
Science, and has won multipie awards for her teacher incantive programs and mentoring
Drograms.
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Administration:

The administration efforts at COMPASS Academy will encompass general office duties as
well as a multitude of school-specific needs. The Administrator (s will report directly
io the Head of School.

Principal duties of the Academy's Administrator include but are not lmited to:

The Administrator will serve as the Business Manager for COMPASS
Acadsmy

Assists the bookkesper and Board Treasurerwith financial issues and long
term planning

= Apphes for and maintaing grants

Assists in coordination and execufion of fund-raising plans

Ensures that the Academy is in cornpliance with all applicable laws and

regulations
= Represents and explaing the COMPASS Academy mission to prospective
families

= Performs all administrative tasks necessary to achieve COMPARS
Academy’s objectives

Tracy Brooks will manage the adminisiration duties of the Academy. Tracy has over 14
vears' experience es an administrator. Tracy currently manages the office of Brooks
Financial, inc., & company she owns with her husband | ey Drooks.



Strategv and Implementation:

January 2012
identiiy the nic
ueveﬁop ptam‘ng stages
Write Business Plan

Fabriary 2012
Form Planning Partners Committes
incorporata

March 2012
Apply Tor Tax Exempt Status

Begin securing initial funding and put a pian in placefor ongoing fund raising
Mest with Architects and builders to decide who will be involved in the design

and building effarts

identify Faculty and Administration Reguire

May 2012
Develop Wealbsite

Set up mailing list to keep interested parents and donors in touch with progress
Begin Interview Process for both Faculty and Administration

Continue funding efforts
Break ground and begin construstion

Ootober 2012
Begin advertising for students
Continue funding efforts

Discamber 2
Onen the schoot office

Begin admissions inlerviews and ours
Bagin ordering all instructional matenals

Funds should be secured
Finalize faculty coniracis

Facully Training
Administration Training

August 2013
School Starts and we are raady!
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Admissions:

Few decisions w il have the fasting impact in the life of your child as that of sehoal
cholce. At COMPASS Academy, we believe that student life is important to & student’s
education. We believe that service is importart as we teach students to jook beyond
themselves. As aresult, we offer many ways that a.studsnt can be actively involved in
the Alken community and in the global community. Likewise, students should have a
strong desire {c be at COMPASS Academy and share our core values.

The first step in the admissions process is the application. This must be completed and
submitied o the school together along with the $50 non-refundable application fee.
Once the application is reviewed, the first interview will be with the prospective
stucent

Students

CORPASS Academy desires a student booy made up of quality individuals who embrace
diversity and strive for excellence. We need to know his/her core values, character,
goals, ideas, and that he/she wili share a mutua!l respect for both students and faculty.
Because of our high standards, the prospective student needs to undarstand the zero
tolerance policy. Under no circumstances will COMPASS Academy folerate behavior that
does not fali in fine with our school philosophy. The student must demonstrate a strong
cdesireto enroll in COMPASS Academy. Once this interview is conducted and the
Admissions Office has approved the student, a parent interview is scheduled.

Farents:

I 1s our belief that the best education can only be achieved when parenis and teachers
cooperate together to support and encourage students. As a resull, parental
involvement at COMPASS Academy is strongly encouraged, This is just one of many
parent parthership topics that are discussed in the parent interview. Because sach
family dynamic is different, our admissions intervisws may be multi-faceted. This
provides us with the nesded insight to ensure each student’s success prior 10
anroiment



Non-Discnmination Policy

COMPASS Academy admite students of any race, color, national and ethnic ofigin 1o all
rights, privileges, programs and activities generally accorded or made avaifable to
students at the school COMP&ASS Academy does not discriminate on the basis of race,
cotor, of national and ethnic origin in adminisiration of its educational policies, tuition
agsistance, athlstic and other school-administerad programs.

Curriculum

A curmculum of academically chalienging lessons, paired with an array of
comprehensive personal davelopment classes, complemented by a unigue

understanding of & child’s development nesds... That's the halimark of COMPASS
Academy’s surriculum,

The academic curriculum will revolve around the award winning Zaner-
Blosser/Scholastic series to teach reading, writing and grammar skills,

The 8. T.EM curriculum will be used to teach Sciance, Technelogy, Engineering, and
Wiathematics. By federal definition, “S.TEM. is a program providing & strong
emphasis in leaming environmearnts on hands-on, expenential, nguiry-based and
iemmer-centerad sfudent expéeriences and activities, including enginesring design
processes.” :

“The Leader In Me” by Stephen Covey is the curriculum used for owr leadership
cevelopment classes such as Critical Thinking, Problam Sotving, Ecenomic
Development, Money Managament, Environmeantal Awareness, and mancatory
Community Work Program which will teach and inspire our students to actwith
integrity and respact in all facets of life white preparing them o recognize the purpese
for his/her life ana sirve to atfain that goal

Accreditation

COMPASS Academy ie actively commitied to accreditation with the foliowing
organizations '
= USGBC Certification, U 8. Building Council
Paimetic Association of Independent Schools
Carolinas Coalition for Private Education
- Southern Association of independent Schools
Nationa! Association of independant Schools

?



Budget

Start Up Budast

30 acre land parcel. . e i 2 B300.000.00
First Year Building Ne‘-ds ................................................................. $6,000,000.00
Professicnal Fees (architect technology consuitant, legal, o). ... $500,000.00
Inital Furnishings (inciuding media cepter and common areasi:................. $500,000.00

Landscape MalftenarnCe. .o oo e e e 7200.00

Building Maintenance/Cleaning. ... i 5 14,400.00

CurricUim Materiale. .o 00 520,000.00

Classroom Supplies.. ..., e e s $200,000.00
(inciudes Smart Boards for sach ciassroom, $8,00C per unit)

A&Tnlmbtrd'we Supplies. .. . LE7,500.00
(this takes into au,co.mtt ree Gmputmrs deskw, docoun‘rmg soThNare, an”f
sLandard office suppues}

Inttial Phone System.. e e BO00.00

Buildy gS ecurity QVSLﬁm 850000

%cur:vy Monitoring C‘»cﬂmcu ...................... T £500.00

CTHEY IMBUTAINGE. oo e e e e . 510,000.00

Salariﬁ;s .......................................................................................... $1,020,000.00
(this takes into account 26 teachers including  spedialty classes and 3

administrative staff in the firat scademic year howsver, we nead the Meadmasterto be

i place by December 2012}

Empioyee Berefits ($150 health coniribution, 100% life, TIAA Cref match)..... . $85,378.00

. o e e $2G 000,00

Promotion. . . . iy 15,500,600
Kma;katmc campatgn w t§> include several newspaper a rrmes and radle ::»D"‘"‘:
ottier than that we will depend heavily onword of mouth)

£
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Debt Plan:
First Year Cosis

Expenditures = $1,168,076

nterest Payments = $1,440,000 (Assumes an 8% rate on § Miliion borrowed with 2012
paymants having besn deferred)

Revanues = $2 955 500

Donations = $250,000

Gash= %1 188078

§1,779,500 Overage

Expenditurs Breakdown

Salarizs: 51,020,000

Facility ing . $10,000

Employes Senefits; 385 378

Uilities, $20.000 not irmcluding telephone or internet
Taiephone: $4200

Tezhnology: F8000 irciudes intaernet

Landscaps: 37200

Building Maintenance: &i4.400

Security Monftoring: $500
Revenue Braakdown
K-2 tuifion = $441,000

redes 3-5= §486 000
Grades 68-7= 3402000

rades 8-12 = $1 360 000
380 students X $580.00 facitity fee = §
380 students X §250.00 registration fes= §$47,
390 students X 350,00 avplication fee =

(380,000 will be deducted from revenue projections based on 20% of student body
receiving & 16% sibling discourt )

Second Year Costs
Expenditures = §1 188 078
Interest Payments = §720,000 (Assumes an 8% rate on $9 milion borrowed)
Revenuss = §2 881 500
Donatians = $250,000
Cash=31.778 500
$3,122,924 Overage

Fypenditure Breakdown
Salaries 51,020,000
Facility Ins. $10,000
Empicyee Benefits: 585 2786



Utilities: 320,000 not irctuding telephons or intemet

Telephone: $4200 s
Technology. 36000 includes intarmst
Landscape: §7200

Building Mairtenance: 14,400

Ssourity Monitoring: 3800

Revenue Breskdown
K-2 tuition = 347 1,000
Grades 35 = 5488 000
Grades &7 = 3402,000
rades 812 = §1,380 000
380 students X $850.00 facility fes = $253 500
380 students X §25C.00 registration fee= $87 500
30 students X $50.00 application fee = $1500

{380,000 will be deducted from revanue projections based on 20% of student hody

receiving a 153% sibling discount)

Third Year Coste

Expandiures = §1,168 078
Interest Payments = $720,000 (Assumes an 8% rate on 39 million borrowed)
Revenuas = $3,011,500
Daonations = $§250,000
Cash = $3.122 924
$4,498 348 Overage

Expendiiure Breakdown

Salaries: $1.020,000
Facility Ins.. $10,000
tmployes Bensiis: $B5,378
filitias: £20,000 not ircluding telephone of intemst
Talephone: $4200
Technology: $6000 includes internet
Landscape: $7200
Buiiding Mainienance; 14 400
Security Monitoring:, 3800

Havenue Breakdown

K-2 tuttion = $501,000
Grades 3-5 = $4586,000
Grades 6-7 = 5402 000
Grades B-12 = §1,350,000
390 stwdents U $880.00 faclirty fee = $253.5
300 students X 3250.00 registration fee= §87 500
30 siugents X 350.00 application fee = 31500

[



(880,000 will be deducted from revanus projections based on 20% of student bogy
receiving a 18% sibling discount)

Fourth Year Costs
Expenditures = 371,168,076
nteres! Paymernts = $720,000 (Assumes an 8% rate on $8 million borrowed)
Revenues = $3 041,500
Donations = §250,000
Cash = 34 4565 348
$58,883,772 Overage

Expenditure Breakoown

Salaries $1,020,000

Factity ins. $10.000

Emplovee Benefiis: $85,378

Utifities; $26,000 not {reluding teisphone or internet
Telephone: 34200

Teshnology! 6000 inciudes intamet

Landscape: $7200

Buflding Maintehance: 514 400

Sscurity Monitoring: 900

Eevenue Breakdown
K-2 tuftion = §531,000
srades 3-8 = §485,000
Craces 8-7 = $402,000
Grades 8-12=%1,350,000
390 studeants X 3$5850.00 faclitty fee = $253 500
260 students X $250.00 registration fee = $47 500
30 stucents X 350.00 application fee = $13500

(380,000 will be deducted from revenue projections based on 20% of student body
recetving 2 15% sibiing discount)

Fifth Year Cost
Expandifures = 1,168,076
Interest Payments = §720,000 (Assumes an 8% rate on $8 million borrowed)
Revenuess = $3,041,500
Donations = 250,000
Cash = $5 800 772
$7,303,196 Overage

Expenditure Breakdown
Saleries, %1 .020,000
Facility ins.: $10,000




Employes Banafits: F85.378

Uttitieg: $20,000 not ircluding istephone of imiernst
Telephone: $4200

Technology: - $6000 inctudes indermest

Landscaps: $7200

Buitding Maintenance 314,400

Sacurity Monitoring: $800

Revenue Bragkdown

K-2 tuition = $531,000

Grades 3-5 = $4B5 000

Grades 6-7 = 5402 000

Grades &12= $1,35C,000

380 students X $850.00 faciiity fee = $253,500
380 students X 5250.00 registration fee= $57,500
30 students X 350.0C application fee = $1500

{880,000 wili be deducted from revenus prolections basad on 20% of student body
recalving & 15% sibling discount)

Sirth Year Costs
Expenditures = §1,188.078
fnterest Payments = $720,000 (Assumes an 8% rate on & Million borrowed)
Revenues = $3 047,500
Donations = $250,000
Cash = 57 303,128
$8,708,520 Overage

Exnendifure Breakdown

Salgries: $1.820.000

Facility ins.; 510,000

cmployves Bensfits; 385,376

Utifities: 320,000 not iroiuding telephone or intermet
Telephone: $4200

Technoiogy: $6000 inctudes internet

Lancscane; 37200

Building Maintenance: 14,400

Securtty Monitoring: $300

Revanue Breakdown

Ku2 fuition = $831,000
Grades 35= 5486 000
Grades 67 = S»JiD‘: 8l8]
Grades &12 = §1,380,000

350 students >\ %SO.:}G facility fes = 253500
320 students X §250.00 regisiration fee= 357 300
30 students X 85000 application fee = §1500



OCperating Budget

Please see the “Debr Plan” beginning on pege17. The tuifion schedule will begble fo support
the operafing budgs! complately. Al capital improvements will be supporied by the "Herilage
Campaign”

Tuttion Schedute:

One time Application Fee................... $50.00

Annual Faciity Feeo, L 565000

Arnnual Registration Fee... ... $250.00

Grades SK-2M i 34 800 .00/vear (5408.00/m0.)
Grades 3/-0% $5,400.00/vear ($450.00/mo.)
Grades -7t . $6.700.00/vear (5558.23/mo )
Grades BM-12t not applicable until 2014, see below

"Sibling Discount will be offered &t a rate of 15% discount per additional child”
(Please see "Comparable School Tuition”™ on page 15)

"All famiiies to enroll 2 child in COMP&ASS Academy’s first academic year will have the
bensfit of baing grandfathered into fhis wition schedule for 2s lohg as they are with the
school, regardless of the number of children per family *

As athenk you fo Uarents Tor er;rc:}l.mo his/her chz d in CG‘R&?&SS Academy the first
vear, the tuition rates have been lowered. The lowered rates are what this business plan
reflects. This 15 2 win/win because the “founding” students will be locked nto the
founding rates for the lifelimre of their enroliment.

As of the 2014 schooi year, the tultion rates will increase © the following:

Grades BK-2M. . $4,900.00 per year
Grades 3-8t B6,800.00 per vear
Grages BT L §7,100.00 per vear
Grades 8120 ... $9,800.00 per year

Financial Management Goals:
- TheAcademy will strive to obain awsali-esabiished budeget making process
= The Academy’s sccounting system will be adf*quaﬁc for its bodgst
- Therew il be an annual audit performed by at ieast thres Board Members
= The Academy will have a dear oot pian for retiring ary acouired debt
= Thefinancial rescurces will be adeguate 1o susiain the Academy
~  COMPASSE Academy wiil engage in long-term financia: planning

=4
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Heritage Campaign

The Haritage Campaign is an annual campaign that will provide for 100% of our
fundraising efforte. Over the next 20 months, the Heritage Campaign will support the
stari-up budget for GOMPASS Academy. 1t is our goal that the operating budget will be
coverad through student tuition as of September 2012, However, we wili rely on @x-
deductible charitable contributions over and above tuition fo sustain and enhance cur
programs and fa“fﬁtims Al COMPASS Academy, we will be infentional about the way we
raise funds and will be careful in our stewardship of the funds we raise.

White COMPASS Academy has demonstrated great vision, it is ime for the Heritage
Campaign of 2012 10 begin, Owr school will be “Different by Design™ and therefore will
not guaiity for federal or state monies. We need community leaders o stand up and
share in our vision., Accomplishing 2 large task requires maximum pariicipation.  Our
children need us fo stand up and lead in this great effort,

Another facet 10 the Herltage Campaign is the “Gified Education” program. This
program aliows members of the comumunity to anonymously sponsor & cmld
education. Thegift can be an annual gifi w cover that year's tuition cost or multipie
Cfifts However, the giver may not dictate who receives the gift. Likewise, the recipient
will not know the name of the giver, This program will enable & child who is the mocel
bOMP’ﬁtEﬁ. student to have the opportunities that his/her parents aren’t eble to
financially support. In order fo‘r child qu&lif}' for a “Gifted Education”, an analysis
of nis/her family finances will be complet

Reguirements to Start a Schoal:
= Must have at least b students over the age of Byrs.

- incorporate and fiie for Non Profit Status with the (RS

= Submit a “Notce of Infent™ to operate 2 school fo the state

= Submit the Statistical form (o the siate

- Whrtten Rules & Regulations by which the sthool will operate
= Must have Enrofiment Goals {sze below)

= Wust have Budget Gogls

= Firg inspectiaon of the facility

* Health Inspection of the facility

o
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How arewe" DifferentByvDesion ™7

=

COMEPASE Acacemy educates s students 1o become well-rounded individuals capabie of
bringing purpese and direction to ftheir lives, ready o think on their own, stand for
themselves, and actwith empathy toward others,

COMPAES Academy is 2 product of the community working together to foster cur
ieaders of tomorrow.  The communily wili govarmn the schoal, CORPASS Academy

sfudenis will support the community, and the community will support COMPASE.
Academy,

Specialty programs such as Crifical Thinking, Economic Development, Money
Marnagement, Environmental Awareness, and Community Work Program will teach

and inspire our studenis to aciwith infegrity and respect in ali facets of life.

Ve will expect the Taculty to model excalience for our studants while challenging them
1o pursue excellence 1n all areas of ther jives, .

COMPASS Academy’s character curriculum is based on Stephen Covey's program “The
Leader In Me™ This is also the program that Rick Santorum s supporting in his

campaign.

COMPASS Academy will foous on the unicueness of each student and celebrates his/her
strengths,

COMPASS Academy will have accountability partrers throughout the community,
Our adrmigsions process heging and ends with focus on the prospective student.

Through ow “Gifted Education” program, children of all financial backgrounds are
abie 1o have the opportunity {o aftend COMPASE Acatamy.



What Does COMPASS Academy nead from the Planning

2

Fartnars”?

Generate Community Support

Funds to move forward according to the start up budget and a plan to gaherate
the funds needsd by December 2012

Coniracts written for feachers, studsenis, and facuity

Governing By Laws created

Website Design

An Endowment Fund for the school set up

Clear Rules & Reguiations written and approved

Clear behavior guidelines written and approved

Fromotion and Advertising to the community

Insurance Guidanos

A commitment 1o guide and support COMPASS Academy In ali facels necessaly

Much, Much More along the way!



Comparable Area Schools

Aiken Preparatorv School

Studerst Body. ... 149
frades... oo 3K-12
Fees: One time fecility fee......o . 500,060

Annual Resource fee ... $850.00
CUne time Application fee.......... §50.00
Graduating tuition schedule: .
Full day preschool thra 5K, ... §7.800.0C
Grades 1-5... .. s $9.760.00
Grades 8-8........ ..o ... 510,800.00
Grades 8-12.... ... o0 812,700.00

Wead Hall Episcopal School

Student Body, ... 3%
Grades...........ooc. 3k-B

Fees: Registation Fee. .. 325000
Application Pee................0 8500
Gradualing twillon schedule:
Full day preschoo!thra 8.......... 34,700 - 56,800
{nof sure of breakdown per grade, not disclesed)

St, Marv's Christian School

Student Body (as of 20007, ..., 297

Grades. e BB
Fees: Pegsuation Fee.oo ... e $350.00
Appheation Fee. oo 5100.00
Tuition Scheduls s the same for ali arades: howsver, varies on the following:
Chnureh Members. $4.435.00

Non-Chursh Members.. ..., $6,355.00



