ADMINISTRATIVE PROCEEDING
BEFORE THE

SECURITIES COMMISSIONER OF SOUTH CAROLINA

IN THE MATTER OF:
NOTICE OF INTENT TO SEEK
REVOCATION OF INVESTMENT
ADVISER, INVESTMENT ADVISER
REPRESENTATIVE AND
BROKER-DEALER AGENT
REGISTRATIONS

Jonathan W. Brooks
and J. Brooks Financial, Inc.,

e e S

Respondents. File Number 12017

The Securities Division of the Office of the Attorney General of the State of South
Carolina (the “Division™), under the aut.hority of the South Carolina Uniform Securities Act
of 2005 (the "Act™, S.C. Code Amn. §§ 35-1-101 to 35-1-703 (Supp. 2012), upen due
consideration of the subject matter herein and having reason to believe that Jonathan W.
Brooks (“Brooks™) and J. Brooks Financial, Inc, (“JBF”} shouid not be permittéd to (1) issue
securities, (if} represent a broker-dealer or issuer in effecting or attempting to effect
purchases or sales of securities, (i) engage in any type investment advisory business or
activity, or (iv) otherwise engage in business in the securities indusiry in this State, through
this Notice of Intent to Seek Revocation of Investment Adviser, Investment Adviser.
Representative and Broker-Dealer Agent Registrations (“Notice of Intent™) hereby notilies
Brooks and JBF (coliectively, “the Respondems”j of its intent to seek an order, pursuant to
S.C. Code Ann. § 35-1-412, revoking IBF’s registration as an investment adviser and

Brook’s registrations as an investment adviser representative and a broker-dealer agent.
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OVERVIEW

As to Respondent IBF, this matter involves JBF’s failures to keep records, obtain
writlen agreements with clients, fully disclose material facts related to investments
recommended to clients, and respond to requests for information as it cenducted
business in the State a3 an investment adviser by and through its agent Brooks.

As 1o Respondent Brooks, this matter involves (1} Brooks® failure to keep required
records, obtain written agreements with clients, properly update reguiatory filings, fully
disclose material facts related 1o investments recommended to clients, and respond to
requests for information as he conducted business in the State as an investment adviser
representative, (2) Brooks' faiture to follow the rules set by his broker-dealer firm,
recommend only suitzble investments to his clents, avoid conflicts of interest in
nvestment recommendations, and {3) Brooks® offer and sale of unregistered securities
in this State.

Such actions by Respondents both constitute dishonest and unethical practices and
viclate the high standards of commercial honor and just and equitable principles of
trade they are required fo observe in the conduct of their business. The actions,
fumhermore, violate the Act and, pursuant to 8.C. Code Ann, § 35-1-412, form the basis
for (i) revoking Respondent JBF's investment adviser registration, (ii) revoking
Respondent Brooks’ investment adviser representative and agent registrations, (iii)
1ssuing against each Respondent a permanent bar prohibiting him or it from engaging in
securities business in the State of South Carolina, and (iv) imposing a civil penalty, and

other sanctions as appropriate, upon each Respondent.
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JURISDICTION

The Securities Commissioner of the State of South Carolina (“Cormmissioner”) has
jurisdiction over this matter pursuant to S.C. Code Ann. § 35-1-601(a).

RESPFONDENTS

Respondent Brooks, at all times material herein, was a resident of South Carolina.
Respondent Brooks, at all times material herein, was the registered agent and principal
controf person of Respondent JBE.

Respondent JBF is a South Carolina corporation.

Respondent JBF’s filings with the Secretary of State’s office indicate a registered
address of 233 Barnwell Avenue NW, Atken, South Carolina 29801,

Respondent JBF's website indicates an address of 124 Laurens Street, NW, Alken,
South Carofina 29801,

INVESTMENT ADVISORY ACTIVITIES

On or eround January 4, 2011, Respondent JBF became registered with the Division as
an mvestment adviser.

Omn or around January 4, 2011, Respondent Brooks became registered with the Division
as an investrnent adviser representative of Respondent JBE.

Pursuant to Respondent JBF’s filings with the Division, which were made by
Respondent Brooks, the Respondents’ principal business address for investment
advisory purposes on October 21, 2010, was located at 124 Laurens Street, NW, Aiken,
Scuth Carolina 29801,

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

location of books and records required to be maintained by the Respondents.

1



14.

5.

16.

17.

18.

On July 17, 2012, the Division began an audit of Respondents” business at the Laurens

Street sddress.

On August 24, 2012, the Division made a second trip to the Laurens Street address for

additional review of client files and copies of client statements.

On or around October 24, 2012, an Fxamination Summary Report (“ESR™) of the

examination conducted of JBF was issued.

The ESR, a copy of which is attached as Exhibit A, listed eleven (11) findings resulting

from the audit and, for each finding, identified required action.

Specific audit findings inchude:

a.

JBF did not have sufficient documentation of the details surrounding each
security transaction for its clients;

IBF did not maintain and was not able to produce in a timely manner financial
statements detailing the activities and solvency of the firm;

JBF claimed not to have discretionary authority in cliem accounts, however upon
examination it was found that clients had given JBF discrefionary authority when
completing custodial account agreements;

JBY did not execute an advisory contract with investfnent advisory clients:

Client files did not contain adequate information on which to base mvestment
recommendations;

IBY¥ did not have written supervisory procedures in place to serve as a guide for
compliance with applicable securities laws and regulations;

IBF had charged at least one clieni both an ongoing advisory fee and a
commission on one or more transactions with no docurmentary evidence that both

charges had been disclosed to the client;
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b JBF had not offered clients an updated Form ADV, Part 2 annualiy as required by
the Scuth Carolina Code of Regulations; and
i. JBF's Firm Brochure contained discrepancies in, misstatements of, or omissions
in information.

On or around October 24, 2012, the report was mailed to Brooks, on behalf of himself
and as agent of JBF, along with a letter mstructing Brooks to provide the needed
responses and documents no later than December 31, 2012, A copy of the letier is
attached as Exhibit B,
The letter accompanying the report also informed Brooks, on behalf of himself and
JBF, that, pursuant to Section 35-1-411 of the Act, JBF was assessed a fee of three
hundred dollars ($300.00) for the examination conducied at JBF's office on July 17 énd
August 24, 2012, that the letter served as an invoice, and that payment was due within
fifieen days. The letter provided clear instruction as to where payment of the invoice
was to be sent.
The letter and report were mailed to Respondents’ business address on file with the
Division.
After receiving no information or other response to the letter and report, on or around
January 4, 2013, Division staff placed a call to Brooks to determine the status of the
response to the ESR and left a message for Brooks to contact the Division regarding the
audit.
As of January 15, 2013, Brooks had not returned the call, no response to the ESR had

been received by the Division, and no payment of the audit fee had occurred.
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BROKER-DEALER AGENT ACTIVITIES

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

On December 2, 2011, Respondent Brooks, having terminated his agency with Sicor
Securities, Inc., became a registered agent of High Street Securities, Inc. (“High
Street™).

On or around November 5, 2012, High Street began an internal review of Brooks’
activities with regard to an inquiry it received regarding premature distriﬁmtﬁan of
multiple fixed wndexed annuities of four (4) senior citizens resulting in surrender
charges of over one hundred thousand doliars ($1G0,000.00) for early.termination of the
contracts,

Premature distributions from annuities resulting in high surrender charges absent a
significant need on the part of the policyhoider are unsuitable for senior investors.

At the time of High Streef's internal review additional premature distribution requests
were pending at American Equity Investment Life Insurance Company (“American
Equity™).

According to the Department of Insurance website, Brooks™ association with American
Equity terminated on November 7, 2012.

On or around November 21, 2012, following High Street’s internal review, Brooks was
terminated by High Street,

Brooks’ termination from High Street occurred as a result of Brooks® faifure to consult
High Street as to the suitability of fhe annuity activities and because certain of Brooks’

brokerage clients were belng referred to an undisclosed real estate development



[N ]
Lol

35.

36.

38,

39.

company in viclation of firm prohibitions agaimst engaging in unsuitable transactions
and selling away, |

Brooks® most recent U4 filing as of January 18, 2013, in Section 3 indicates that he is
registered with an unaffiliated broker-dealer although no such registration is currently
documented.

Brooks™ most recent U4 filing as of January 18, 2013, in Section 13 titled “Other
Business” indicates that he is a registered representative with High Street Securities.

UNREGISTERED ACTIVITY

On or around November 9, 2012, Diyision staff recerved information that distributions
from Individual Retirement Accounts (“TRAs™) helonging 1o one or more of Brooks’
clients had been invested in a private school in Aiken, South Caroline with which
Brooks was closely associated.

Division staff began an investigation and, on November 9, 2012, inguired into the
alleged transactions by requesting information from Brooks regarding his association
with Compass Academy of Aiken (“Compass™) and information conceming any JBF
clients who had invested in Compass.

in response to the Division’s November 9, 2012, inquiry, Brooks identified three (3)
JBF clients as investors in Brooks Real Estate Floldings, Inc. (“BREH™).

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

Also in his response to the Division’s November 9 2012, inquiry, Brooks offered
copies of cashier’s checks that he claimed had been provided to the three (3) JBF client
investors in BREH to refund thetr investiments.

It was later determined by the Division that at least twelve {12) JBF clients had invested

i BREH.
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It was also later determined by the Division that the checks Brooks claimed were used
to reimburse investors were not so used.

On or around January 7, 2013, the Division issued a subpoena for Brooks to produce
bank statements and other documents and to appear before the Division for testimony
on January 15, 2013,

On January 15, 2013, Brooks appeared as ordered and provided swomn testimony as 1o
his dealings with and on behalf of Compass.

During Brooks' testimony on January 15, 2013, he indicated to Division staff that he
beheved the audit response that was due by December 31, 2012, had previously been
submitted and the retated audit fee had been paid.

On or around January 16, 2013, following Brooks® testimony under oath, the Division
sent a request for documents that included a request for copies of invoices or receipts to
support all payments from the Compass account of $5,000 or more during the period
January 1, 2012, through December 31, 2012, Included in the request were detailed
instructions indicating “If no invoices or receipts are available, a statement under oath
detailing the recipient of and purpose for each payment of §5,000 or more from the
account [1s to be provided]. If you do not have the personal knowledge needed for such
statement, the statement under oath is to be provided by a person who does have
personal knowledge.”

In its January 16, 2013, request for additional documents, the Division also requested
copies of the “Term Sheets” provided to prospective investors in BREH and/or
Compass.

in response to the request for “Term Sheets™ Brooks provided two documents, a “Term

Sheet 1”7 and a “Term Sheet 2. These documents, which are attached as Exhibits C



4

4

LAy

7.

9.

-

and D, reflect the terms pursuant to which Brooks indicated investments in BREH were
accepted.

The investments in BREH were not registered for offer or sale in South Carolina, and
this was clearly stated in the Term Sheets allegedly provided to prospective investors.
The Term Sheets claimed the interests were being offered “pursuant to the private
placement exemption afforded by Section 4(2) and the exemption afforded by
Regulation I promulgated by the Securities and Exchange Commission.”

However, none of the paperwork required to perfect & Regulation D exemption was
filed at the federal level. Additionally, at the state level, documentation of the claim of
exemption is required no later than fifteen days after the first sale of the security in this
State. The first sale of the security was prior to year end 2012 and, to date, no
exemption notice has been filed with the Division, leaving the BREH securities both
unregistered and not federally covered.

On or around Januvary 18, 2013, following Brooks® testimony at the Division during
which he was asked about his failure to respond to the ESR as required by law, the
Division received a purported response to the ESR. Among other things the response
indicated corrective action required by December 31, 2012, pursuant to the ESR
remained uncompleted.

Subsequent to Brooks' testimony on January 1‘3, 2013, the Division received by mail a
check dated January 15, 2013, for the audit fee that was due on November 8, 2012,

On or around January 24, 2013, the Division again contacted Brooks regarding its
request for copies of receipts or invoices supporting payments from the Compass

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 have invoices from HBC (the construction company hired to build the
school) for the construction costs. In the same response, Brooks made no mention of or
reference to invoices or receipts 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
{$5,000,000.00).

As of February 20, 2013, Brooks has not provided copies of invoices or receipts for any
of the over five million dollars of payments from the Compass account of $5,000.00 or
more,

To date, all known investor funds have been deposited to a Compass account controlled
by Brooks and his wife.

Yet, subscription agreements indicate all the investments Brooks has 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 to JBF clients, at least three
prospective investors were provided with a “Business Pian” which indicates Compass
Academy of Aiken is a 501c(3) organization and that donations fo the school are tax
deductible. The “Business Plan,” a copy of which is attached as Exhibit E, also makes
other statements regarding Compass, its vision, mission, governance, Head of School,

Acecreditation, and more.
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To date no evidence has been located which supports the claim that Compass 15 &
501c(3) organization and, in fact, evidence has been located which suggests the
statement is faise,

Upon information and belief the Business Plan containg one or more other omissions or
misstatements of material fact as well.

Based on the information above, it is appropriate, in the public interest, for the
protection of investors, to issue an order revoking Respondents’ respective registrations
and imposing a permanent bar and a ¢ivil penalty upon Respondents.

COUNTS 1-2
{Failure to Make and Maintain Required Records)

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

Pursuant to 8.C. Code Ann. § 35-1-411, JBF and Brooks are under an obligation to
keep and maintain certain books and records.

Pursuant to S.C. Code Regs. § 13-408(A)(10) and § 13-502(16), IBF 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 keep accurate
certain material information.

By failing to execute and maintain written investmem‘advisory contracts and failing to
make and maintain other requirved records, Respondents have vielated the Act,

COUNTS 3-8
{Failure to Respond to Request from the Division)

Each relevant and consistent allegation of this NOI is hereby repeated and re-alleged as

it set forth verbafim.
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Pursuant to 8.C. Code Ann. § 35-1-412(d)(8}, Respondents may be disciplined if they

refuse o allow or otherwise impede the Commissioner from conducting an audit or

‘ingpection.

Respondents” failures to respond and/or incomplete responses to thé October 24, 2012
ESR, and the Division’s January 16, 2013, and January 24, 2013, requests for
information impeded the Division’s audit and inspection and constitute violations of the
Act.

COUNTS 6-7
(Dishonest and Unethical Practices)

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

Pursuant to 5.C. Code Regs. §13-502(A)(21), employing any device, scheme, or artifice
to defraud or engaging in any act, practice or course of business which operates or
would operate as a fraud or deceit is considered a dishonest or unethical practice.
Pursuant to S.C. Code Regs. §13-502(B), failure to disclose material information and
providing false 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 1n dishonest and unethical practices.

Brooks” statement to the Division, on behalf of himself and IBF, thet he had
reimbursed certain clients for their investments in BREH was false.

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

Additionally, mizsleading one or more clients regarding the nature of Compass as a

501e(3) organization constitutes a dishonest or unethical business practice,
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Respondents” dishonest and unethical practices are a violation of the Act, and subject

them to discipline under the Act,

COUNT 8
(Failure to Maintain Fidaciary Duty)

Bach relevant and consistent allegation of this NOI is hersby repeated and re-alleged as
it set forth verbatim.

As an investment adviser and investment adviser representative, JBF and Brooks have a
fiduciary duty to their clients. Such a duty is implied in the Investment Advisors Act of
1940, and is further discussed by the United States Supreme Court as far back as 1963
in S.EC. v, Capiral Gains Research Bureau, 375 U.S. 180 (1963).

In order to satisfy their fiduciary duty to their cHents, Brooks and JBF are required to
put their clients® interests above their own, o climinate, or at least to expose, all
conflicts of interest which might incline them fo ‘render advice which is not
disinterested, to employ utmost good faith, fully and fairly disclose all material facts,
employ reasonable care to avoid misleading their clients. [d.

Furthermore, S.C. Code Regs. § 13-502(B) provides that Respondents may be
disciplined for non-disclosure or incomplete disclosure.

As a fiduciary, Brooks is under a duty to fully disclose any conilict of interest present
in his investment advice to his clients. Brooks and JBF’s undisclosed conflicts related
to Brooks’ involvement in, and/or relationship o, compensation from Compass

constitute violations of the Act and subject Respondents to discipline.
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COUNTS 9-10
(Failure to Follow Broker-Dealer Rules

Suitability and Selling Away)
Each relevant and consistent allegation of this NOJ is hereby repeated and re-alleged as
if set forth verbatim.
Pursuant to 5.C. Code Regs. § 13-501(A)(3), Brooks has a duty to ensure that lus
recommendations are suitable for his customers based upon reasonable inquiry
concerning the customer’s investment objectives, financial situation and needs, and any
other relevant information known by the broker-dealer.
Moreover, pursuant to S.C. Code Regs. § 13-501(BX2), it is unlawful to effect
securities transactions not recorded on the regular books and records of the broker-
dealer which the agent represents, unless those transactions are authorized in writing by
the broker-dealer prior to execution of the transaction.
Brocks’ recommendations to several senior customers to prematurely distribute their
investments in annuities, which caused early termination surrender charges, violated
suitability rules established by the broker-dealer with which he was employed.
Additionally, Brooks” BREH transactions, some of which invoived some of his High
Street customers, were not carried on High Street’s regular books and records.
Accordingly, the activity constituied “selling away”, which constitutes a failure 10
ohserve high standards of commercial honor and just and equitable principles of trade
in the conduct of Brooks’ business, subjecting Brooks to discipline.
Brooks’ failures to follow the rules of his employing broker-dealer constitute violations

of the Act and subject Brooks to discipline.
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COUNT 11-22
(Saie of Unregistered Securities)

Each relevant and consistent all egation of this NOI is hereby repeated and reﬁlleged as
if set forth verbatim.

Pursuant 1o S.C. Code Ann. § 35-1-301, it is unlawful for a person to offer or sell a
security in this State unless the security is a federal covered security, the security,
transaction or offer is exempted from registration, or the security is registered.

Neither BREH nor Compass had securities registered which were either federal covered
or registered or exempt pursuant to the Act.

Yet on at least twelve occasions Brooks offered and sold BREH and/or Compass
securities in this State.

Hach of Brooks' sales of BREH and Compass securities constitutes a separate violation
of the Act and subjects Brooks to discipline.

COUNTS 23-24
(Providing false or misleading information to the Division)

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

Pursuant to S.C. Code Ann. § 35-1-505, it is unlawful for a person to make a statement
to the Division that is false or misleading in a material respect.

While under oath, Brooks on behalf of himself and JBF informed the Division that he
had only three customers who had invested in BREH.

Additienally, Brooks informed the Division that JBF was refunding those three
investors for thelr investments in BREH.

These two statements were false and misleading, and constitute violations of the Act,

pursuant to which Brooks can be disciplined.
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REQUEST FOR AN ORDER REVOKING RESPONDENTS' REGISTRATIONS

100, Pursuant to S.C. Code Ann. § 35-1-412(b), if the Securities Commissioner. finds that
the order is in the public interest and subsection (d) authorizes the action, an order
under the Act may revoke, suspend, condition, or limit the registration of a registrant.

1G1. Pursuant to S.C. Code Ann. § 35-1-412(c), if the Securities Commissioner ﬁﬁds that the
Order is in the public interest and subsection {d¥1) through (6}, (8), (9, (10, or (12)
and (13) authorizes the action, an order under the Act may censure, impose a bar,
and/or impose a civil penalty in an amount not to exceed $10,000 for each violation on
a registrant,

102, Pursuant to S.C. Code Ann. § 35-1-412(d), a person may be disciplined under
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 1o allow or otherwise impedes the Securities Conumissioner from
conducting an audit or inspection under Section 35-1-411{d}.

103, Pursuant o S.C. Code Regs. §§ 13-501 and 13-502 a person who has not observed high
standards of commercial honor and just and equitable priniciples of trade in the conduct
of their business, may be subject to revocation of registration, imposition of

administrative fines, or such other action authorized by statute.

NOW THEREFORE, the Division requests that the Commissioner grant the following relief
against Respondents:
a. Pursuant to S.C. Code Ann. § 35-1-412(b), revoke Brooks™ investment adviser

representative registration,
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. Pursuant to 8.C. Code Ann. § 35-1-412(b), revoke Brooks' broker-dealer agent
registration; |

Pursuant to S.C. Code Ann. § 35-1-412(b), revoke JBF’s investment adviser
registration;

. Pursuant to S.C. Code Ann. § 35-1-412(c), permanently bar Brooks from
oonducting securities business in the State of South Carolina;

Pursuant to S.C. Code Ann. § 35-1-412(¢), permanently bar JBF from conducting
securities business in the State of South Carolina;

Pursuant to S.C. Code Ann. § 35-1-412(c), order Brooks to pay a civil penalty in
an amount not exceeding ten thousand and no/100 ($10,000.00) dollars for each
violation of the Act and each violation of any rule or order promulgated by the
Commussioner committed by or on behalf of him;

. Pursuant to S.C. Code Ann. § 35-1-412{c), order JBF to pay a civil penalty in an
amount not exceeding ten thousand and no/100 ($10,000.00) dollars for each
vioiaﬁ(;n of the Act and each violation of any rule or order promulgated by the
Commissioner committed by or on behalf of 1t; and

Order any other relief that the Commissioner deems appropriate.

NOTICE AND OPPORTUNITY FOR A HEARING

NOTICE is hereby given that the Respendent shall have thirty (30) days from the date of

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

matters contained herein. Such answer and, if desired, request for 2 hearing should be filed

with Thresechia Navarro, Securities Division, Post Office Box 11549, Columbia, South

Caroling, 29211-1549, In the written Answer, the Respondents, shall admit or deny each

factual allegation n this Notice of Intent, shall set forth specific facts, laws, and/or

17



affirmative defenses upon which the Respondents rely and, if desired, make a request for a
hearing. A Respondent without knowledge or information sufficient to form a belief as to the
truth of an allegation shall so state.

In the event an answer and written notice requesting & hearing is not received within the
above-stated thirty (30) day period of time, an order revoking Respondents’ investment
adviser, investment adviser representative, and broker-dealer agent registrations, and -

imposing permanent bars and penalties may be entered in this proceeding with no further

notice.

TN

Executed and entered, this the 'i}::} day of February, 2013

SOUTH CAROLINA OFFICE OF THE
ATTORNEY GENERAL

By: N\{‘M‘f YL hr 0 g
TRACY A. MEYERS >
Asgistant Deputy Attorney General

ANDREW J. MACLECD
Assistant Attorney General

Securities Division

Post Office Box 11549
Columbia, South Carolina 29211
(803) 734-4731
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EXHIBIT A

EXAMINATION SUMMARY REPORT
4. BROOKS FINANCIAL, INC.

J, Brooks Financial, nc. ("JBE™)
803-648-1003
803-642-8665

Jonathan Warren Brooks
July 17, 2012 and August 24, 2012

Date Started: 6/26/2012
Date Completed: 10/11/2012

12017



EXAMINATION SUMMARY REPORT
¥. BROOKS FINANCIAL, INC.

Finding Number One

Memorandum of each order

TBF does not have sufficient documentation of the details surrounding each security transaction
for its clients,

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-408(A)(3) ("Reg 13-408(A) )"
South Carolina Code of Regulations Regulation 13-408(AY7) ("Reg 13-408(AX7)")

Required Action

IBF should document and make easily accessible a memorandum containing the information
referenced in Reg 13-408(A)(3) for each order for the purchase or sale of any security for its
clients. Such documentation sheuld be found within each client’s file or in a master file. Itis
also recommended that JBF document the rationale for each recommendation, Iiems required to
be kept pursuant to Reg 13-408(a)(7) should similarly be maintained.

This report results from a Hmited-scope examination. The acts and practices cited above may constituse violauons
of the referenced statute or regulation; however, the fact thet findings are or are not indicated shall not be deemed
conciusions that statutory or regulatory viciarions have or have not occurred.



EXAMINATION SUMMARY REPORT
J. BROOXS FINANCIAL, INC.

Finding Number Two

Financial Statements

JBF did not maintain and was not able o produce in a timely manner financizal statements
detailing the activities and solvency of the advisory firm,

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-406(A) ("Reg 13-406(A)")
South Carolina Code of Regulations Regulation 1 3-408(AYE) ("Reg 13-408(A)E6Y")

Reguired Action

JBF must majntain and be able to produce financial statements showing the Adviser’s business
activities and current financial positton. The term maintain, as wsed-here, refers to the Adviser’s
need to have all data organized and input so financial statements can be produced in a timely
manner. It 1s recommended IBF {solate its financial transactions from those of other entities.

As a related matter, we recommend that IBF become familiar with Reg 13-406(A} of the South
Carolina Code of Regulations which requires any adviser who has discretionary authority in
client accounts to maintain 2 minimum net worth of $35,000.06 or acquire and mainiain a surety
bond of no less than $35,000.00. If an adviser's net worth should drop below that threshold, Reg
13-406(a) requires an adviser whose net worth drops below $35,000.00 to notify the Securities
Division by the close of business the next day and cease all such advisory busmess until the net
worth 18 restored or a surety bond is acquired.

This report results from & limited-scope examijnation. The acts and practices cited above may constitute vioiations
of the referenced statute or regulation; howsver, the fact that findings are or are not indicated shall not be deemed
conciusions that statutory or regulatory viojations have or have not ocourred,



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Finding Number Three

Discretionary Authority

JBE initially claimed not to have discretionary authority in client accounts. Upon examination it
was found that clients had given JBF discretionary authority when completing custodial account
agreements.

Statute or Rule of Reference

south Carolinz Code of Regulations Regulation 13-408(A)8) ("Reg 13-408(A)(8)")

Reguired Action

JBE must maintain and be able to produce a list or other record which identifies all accounts in
which the adviser is vested with any discretionary power with respect to funds, securities or
fransactions.

This report results from & limited-scope examination. The acts and practices cited above may constituie violations
of the referenced statute or reguiation: however, the fact that findings are or are not indicated shall not be deemed
conclusions that statutery or regulatory vickaions have or have not occurved.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Findine Number Four

Investment Advisory Confract

JBF does not execute an advisory contract with investment advisory clients.

Statute or Rule of Reference

South Carolina Code of Regulations Regﬁiaﬁon 13-408(A)10 ("Re

13-408(AX10)"
South Carolina Code of Regulations Regulation 13-302(AY16) ("Reg 1

13-502(A)16)")

E
o
o

Reqguired Action

IBF must execute and maintain a written contract with each advisory client. Pursuant to Reg 13-
502(A)(16), dishonest and unethical business practices include entering into, extending or
renewing any invastment advisory comtract unless such contract is in writing and discloses, in
substance, the services to be provided, the term of the contract, the advisory fee or the formula
for computing the fee, the amount or the manner of calculation of the amount of the prepaid fee
to be returned in the event of contract termination or non-performance, whether the contract
grants discrefiopary power 10 the adviser or its representalives and that no assignment of such
contract shall be made by the adviser withowt the consent of the other party to the conftract.

JBE should make any needed revisions to its confract, execute the contract with each client
within 60 days, and notify the Division when all contracts have been executed.

This report resujte from a limited-scope examination. The acts and practioes cited above may constitute vielations
of the referenced statute or reguiation; however, the fact that findings are or are not indicated shall not be deemed
conciusiens that statutory or regulaiory vielations have or have not occurred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Finding Number Five

Adequate client information on which te base recommendations

During the examination, it was noted that although Mr. Brooks was able to articulate reasons for
client investments, not all client files contained adequate information on which to base
invesument recomumendations.

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-408{A)18) ("Reg 13-408(AX18)")
South Carolina Code of Regulations Regulation 13-502(AX 1) ("Reg 13-502(A) 1))

Reguired Action

JBF sheuld collect and retain adequate written information (investment history, financial status,
risk tolerance, investment objectives and other relevant information), on which to base the
appropristeness of investment recommendations. This information should be in writing and
updated regularly. Also, we recommend the Adviser document the rationale behind specific
investment recommendations.

This report results from a limited-scope exgmination. The acts and practices cited above may consfitute viclations
of the referenced statuie or regulation; howsver, the fact that findings are or are not indicated shall not be desmed
conclusions that statutory or regulatory violations have or have not occurred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC,

Findine Number Six

Supervisory Procedures Manual

At the time of the examination, JBF did not have written supervisory procedures in place to serve
as a guide for compiiance with applicable securities laws and regulations.

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-408(A)19) ("Reg 13-408(AN19)")
Code of Financial Regulations, Title 17, Part 248

Reguired Action

JBF must obtain and have available 2 supervisory procedures manual, tailored to J. Brooks
Financial and the services it provides, that is reasonably designed to achieve compliance with
applicable securities laws and regulations. The manual should serve as a guide for all personnel
of the firm and be specific to the services it provides. We recommend that all investment
advisory representatives and staff indicate by signature or initials that they have read and
understand the procedures manual.

The Division reminds JBF of its responsibility to establish and maintain & Privacy Policy as
required by South Carolina Code of Regulations 13-502(43(17). Other rules also require that a
Privacy Policy Statement be given 1o each customer/client initially and annually.

This report results from a limited-scope examination. The acts and practices chted above may constitute viotations
of the referenced swate oy regulation, however, the fact that findings are of are not indicated shall not be deemed
conclusions that statutory or regulatory violations have or have not cccwred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC,

Findine Number Seven

Advisory Fees and Commissions
Upon examination of client files, it appears some ¢lients were charged both an ongoing advisory

fee and a commission on one or more transactions. There was no documentation that this had
been disclosed to the client

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-502(AX 1130} ("Reg 13-502(A3(11)(b)")

Required Action

According to statements by Mr. Jonathan Brooks, the incidents found were accidenial and it was
not his intent to charge both. JBF should confirm that no other clients are being charged both a
fee and & commission. In the future, IBF should not charge & client an advisory fee for rendering
advice without disclosing that a commission for executing securities transactions pursuant (o
such advice will be recelved by the adviser.

This report results from a limited-scope examination, The acts and practices cited above may constituie viciations
of the referenced statute or regulation; hawever, the fact thart findings are o are not indicated shall not be deemed
conclusions that statutery ot regulatory viclations have or have not ocourred.



EXAMINATION SUMMARY REPORT
J. BROGKS FINANCIAL, INC.

Finding Number Eight

Advertising

IBF created and used several print advertiserents in its advisory business promoting "¢ — 8%
FDIC oprotected CD's" with no further disclosure regarding the sultability of the
recommendation, Also, no documentation was available showing that the broker-dealer firm
with which Jonathan Brooks is registered had approved the advertisemenis.

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-408(A)11) ("Reg 13-408(A(1 1"
south Carolina Code of Regulations Regulation 13-301(AY 3y ("Reg 13-501{AY3)™

Reguired Action

When using advertising that recommends a particular product, JBF should document who the
target audience 13 and the rationale as o why the recommendation is considered suitable for the
audience expected to receive it. This documentation should be readily accessible, Also, when
approval from the broker-dealer with which Jonathan Brooks is & registered agent is needed,
documentation of that approval should be kept inv a readily accessible format.

This report resalts from a limited-scope examination. The acts and practices cited above may constifute violahions
of the referenced statute or regulation; however, the fect that findings are or are not indicated shall not be desmed
conclusions that statutory or regulaiory violations have or have not occurred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC,

Finding Number Nine

Annual Offer of Form ADV Part 2 to Clients

JBF has not offered its clients an updated Form ADV, Part 2, annually and has not documented
the date that the Form ADV, Part 2, was given or offered to its clients.

Statute or Rule of Reference

South Carolina Code of Regulations Regulation 13-408(A)14) ("Reg 13-408(A)14)M
South Carolina Code of Regulations Regulation 13-302(B) ("Reg 13-302(B)™)
Code of Financial Regulations, Title 17, Part 248

Required Action

IBF should-deliver or offer 1o its clients an updated Form ADV, Part 2, on an annual basis and
should document the date the Form ADV, Part 2, was delivered or offered to each client.

Thig veport results from a limited-scope examination. The acts and practices cited above mey constitute viofations
of he referenced statute or regulation; however, the fact that findings are or are not indicated shall not be deemed
conciusions that statutory or regulatory vislations have or have not octurred.



EXAMINATION SUMMARY REPORT
J.BROOKS FINANCIAL, INC.

Finding Number Ten

Discrepancies in Form ADV

The Securities Division noted what appear to be discrepancies in, misstatements of, or omissions
in information provided by JBF in its Firm Brochure (Part 2A of Form ADV) dated July 12,

2012,

9

2
~—

Beginning on page | and continuing through page 13, the identifying information

following the page number reads "LMF Amalgamated Planning, LLC.

On page 1 of the Firm Brochure, under the section titled Types of Advisory Services. the
second paragreph states "On more than an occasional basis, FWS furnishes advice to

chents..." .
On page 2 of the Firm Brochure in the paragraph titled Investment Accounts not
Involving Supervisory Services, it is stated that "TBF will not have discretion at any time

on these accounts." Numereus documents completed by JBF clients contain language
that grants discretion to JBF.

On page 2 of the Finm Brochure in the paragraph titled Client Tailored Services and
Client Imposed Restrictions, it is stated that "The goals and objectives for each client are
documented in our client files" Such documentation was not locaied in several of the
client files reviewed,

On page 2 of the Firm Brochure in the paragraph titled Client Assets under Management

information needs to be included relative to investment advisory assets that are actively
managed by JBE rather than assets managed by a third-party money manager.

On page 2 of the Firm Brochure in the paragraph titled Method of Compensation and Fee
Schedule, disclosure needs o be included regarding fees charged to chients with
mvestment advisory assets managed by TBF.

On page 3 of the Firm Brochwre in the paragraph titled [nvegiment Accounts not
Involving Supervisory_ Services, the terminology "Supervisory Services" needs to be
defined and/or clarified. 1t is unclear to which accounts this paragraph applies.

On page 3 of the Firm Brochure in the paragraph titled External Compensation for the
szle of Securities 1o Clients 1t is stated that "JBF does not receive any external
compensation for the sale of securifies to clients, nor do any of the investment advisor
representatives of JBF." Instances of comumissions being paid to Jonathan Brooks for the
sale of securities to clients were noted during review of client files.

On page 4 of the Firm Brochure in the first paragraph of the section titled Investment
Stategy and Method of Analvsis Material Risks it is stated that "Each client executes an
Investment Policy Statement or Risk Tolerance that documents their desired investment
strategy.” Such documents were not located in several of the client files reviewed.

This report results from 2 limited-scope examination. The acts and practices cited above may constitute vwlatmng
of the referenced statute or regulation, however, the fact that findings are or are nof indicated shall not be deemed
conciusions that statutory of regulatory violations kave or have not occurred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Finding Number Ten (cont.)

Diserepancies in Form ADV (cont.)

Reqguired Action

JBF should carefulty review the Firm Brochure to determine if alf statements in the Brochure are
accurate. If any statements, including but not limited 1o those Hsted above, are not accurate, IBF
should make the necessary corrections. JBE should provide revised copies of any and all
documents it modifies to the Division for review no later than December 31, 2012, If JBF
defermines no revisions are needed, a letter to the Division to this effect dated no later than
December 31, 2012 will be sufficient. '

This report resulés from a limited-scope examination. The acts and praciices cited above may conshitute violations
of the referenced statute or regulation; however, the fact that findings are or are not indicated shall not be desmed
conclusions that statutory or regulatory violations have or have not ceeurred.



EXAMINATION SUMMARY REPORT
J. BROOKS FINANCIAL, INC.

Finding Number Eleven

Discrepancies in Investment Advisory Agreement

n its review of the Investment Advisory Agreement dated October 21, 2010 that JBF provided to
the Division at the time of its initial appiication for registration, the Division noted discrepancies
or omigsions of information. Examples include:

1y On page 1 of the Investment Advisory Agreement, it is stated that "JBF will not have

discretion or custody, at any time, of client finds and/or securities." Review of client

files noted several custodial agreement documents granting discretion to JBE.

On page 3 of the Invesument Advisory Agreement, conditions defined in paragraph D

appear to be in conflict with conditions defined in paragraph K. Additonally, all

contracts must be in writing to be in compliance with South Carolina regulations as noted

earlier in this report

3) On page 4 of the Investment Advisory Agreement, there is no date reflected for the I
Brooks Financial, Inc. representative signature.

43 Schedale C of the Investment Advisory Agreement fails to include advisory accounts for
which JBF serves as the investment adviser rather than a third-party manager serving as
the adviser.

[R]
—t

Reguired Action

JBI should carefully review iis Investment Advisory Agreement to determine if all statements i
the Agreement are accurate. If any statemernts, including but not limited to those listed above,
are not accurate, JBF should make the necessary corrections. JBF should provide revised copies
of any and all documents it modifies to the Division for review no later than December 31, 20172,
If JBF determines no revisions are needed, a ietter to the Division to this effsct dated no later
thian December 31, 2012 will be sufficient.

This report vesults from a limited-scope examination. The acts and practices cited above may constitute viclations
of the referenced statute or reguiztion; however, the fact that findings are or are not indicated shall not be deemed
conclusions that statutery or regulatory viclations have ar have not oceurred.



EXHIBIT B

AlaN WiLson
SECURITIES COMMISSIONER

October 24, 2012

Mz, Jonathan W. Brooks
i. Brooks Financizal, Inc.
124 Laurens St NW
Adken, ST 29801

Re: Investment Adviser Examination - File Number 12017
Om-site vistis July 17, 2012 and August 24, 2012

Dear Mr. Brooks:

Enclosed please find a report of the examination recently conducted of your firm,
I. Brooks Pum&cm, Inc. Please provide needed responses and documents no later than
December 31, 2012, Pursuant to Section 35-1-411 of the South Carolina Uniform
Securities Act of 2005, your firm is hereby assessed a’charge of three bundred dollars
($300.00) {or the examination conducted at vour office on the above-referenced dates.

Please let this letter serve as our invoice and remil payment within 15 davs to the
following address:

Office of the South Carolina Atiorney General
tention: Thresechia Navarro

Securities DHvisigrr

PO Box 11546

Columbia, SC 292111549

If you have any questions, please call me at §03-734-3300,

Sincerely yours,

} oy T W”'
jﬁﬂ \éfj—’i f(f )'f R £
7

Sandra Matthews
Auditor

REMBERT O, DENNG BUiome ¢+ Post Orpice Box 11549 o CovuMeia, SC 29215-1549 « Teopesone 303-734-3070 « Facsmne B03-734.3477



EXHIBIT C

‘T.g N ‘gl’\u}r 3

TERMS OF THE OFFERING

The Company is offering 6500 Units of membership interests at $1,000 per Unit
for & total of §6,500,000. The Offering terminates at 11:59 p.m. on November 30th,
2012; unless otherwise extended by the Company to a date no later than December 31st,
2032, Such extension shall be at the Managers' diseretion without notice to the investors.
Subseriptions will be binding on the Company only on acceptance by the Managers and
the Managers reserve the right to refect any subscription in whole or in part. The process
of repaying each Unit shall be as follow: 8% interest on each Unit at to begin October
ist, 2013 unless otherwise agreed upon. The first payment will include any and all
previous inferest that accumulated up until October 1st, 2013, Each payment shall be

semi annually thereafter. At the end of 10 years, a balloon payment of all Unit costs will
be due.

The purchaser of each Unit will be obligated to pay the Capital Contribution in

the amount of $1,000 per Unit by delivery of cash together with the Subscription
Agreernent for such Uit

The Interests have not been registered under the Securities Act of 1933, as
amended, and are being offered pursuant to the private placement exemption aftorded by
Section: 4(2} and the exemption afforded by Regulation D promulgated by the Securities
and Exchange Commission. The Interests have not been regigtered under the "Biue Sky”
or cther securities laws of any state.

Before a prospective investor shall be sold any Interests in the Company, certain
representations must be rmade pursuanté to the Purchaser Questionnaire and the
Subscription Agreement which must be read carefully in conjunction with this Offering
Memorandum,

This Offering Memorandum and the Execution Documents package provided
each prospective investor contain exhibits of all the documents necessary to subscribe for
Intérests. All subscription funds will be held in a segregated account established by the
Company, At any time, the Company may close the sale of such Interests, admit such
investors as members to the Company, obtain the funds from that account and, if
necessary, use the funds to close the Development Loan as provided herein.  Additional
subscriptions, up to the total Offering may be closed and such investors admitted to the
Company upon receipt and avproval of such subscriptions prior to the termination of the
Offering.  If sobscriptions for the total Offering have nof been received by the
termination date of the Offering, and the Manugers have not elected to close the saie of
any Interests, then the funds will be returned to the investors and the subscriptions
cancelled.
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TERMS OF THE OFFERING

_ The Company is offering 6500 Units of membership interests at $1,000 per Unit
for a total of $6,500,000, The Offering terminates at 11:59 p.an. on November 30th,
2012; unless otherwise extended by the Company to a date no later than December 31st,
2012, Such extension shall be at the Managers' discretion without notice to the investors.
Subseriptions will be binding on the Company only on acceptance by the Managers and
the Managers reserve the right to reject any subscription in whole or in part. The process
of repaying each Unit shall be as follow: 8% interest on each Unit at to begin October
ist, 2013 unless otherwise agreed upon. The first payment will include any and all
previous interest that accumulated up until Gotober 1st, 2013, Each payment shall be

semi annually thereafter. At the end of 4 years, a balloon payment of all Unit costs will
be due.

The purchaser of each Unit will be obligated to pay the Capital Contribution in
the amount of §1,00¢ per Unit by delivery of cash together with the Subscription
Agreement for such Unit.

The Interests have not been registered under the Securities Act of 1933, as
amended, and are being offered pursuant to the private placement exemption afforded by
Section 4(2) and the exemption afforded by Regulation D promuigated by the Securities
and Exchange Commussion. The Interests have not been registered vnder the "Blue Sky"
or other securities laws of any state.

Before a prospective investor shall be sold any Interests in the Company, cerfain
representations must be made pursuant fo the Purchaser Questionnaire and the
Subscription Agreement which must be read carefully in conjunction with this Offering
Memorandum.

This Offering Memorandum and the Execution Documents package provided
each prospective investor contain exhibits of all the documents necessary to subscribe for
interests. All subscription funds will be held in a segregated accoudt established by the
Company. At any time, the Company may close the sale of such Interests, admit such
investors as memmbers to the Company, obtain the funds from that account and, if
necessary, use the funds to close the Development Loan as provided herein. Additional
subscrintions, up to the total Offering mav be closed and such investors admitted to the
Company upon recsipt and approval of such subscriptions prior to the termination of the
Offering.  If subscriptions for the total Offering have not been received by the
termination date of the Offering, and the Managers have not elected to close the sale of
any Interests, then the funds will be refumed to the investors and the subscriptions
vancelled.

EXHIBIT D
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Introduction to COMPASS Academy

As of January 1, 2012, COMPASS Academy is a dream that will become reality in August
of 2013.

The dream began as a conversation between two people who recegnized aneed for a
private independent school offering both academic excelience and character
development in Aiken, SC that incorporates K-12% grade. That conversation sparked a
flurry of action in an effort to gauge support and interest. Afier many, many
discussions with Aiken parents, it was soon realized that there is a niche in the
community that needs to be filled. Generous donors have given over $500,000.00 to
begin this project. We have aplan in placeto raise another $8,500,000.00 by May 2012.
Thus, the vision of COMPASS Academy has begun to transform from dream to reality.

investor Information:

We are seeking capital funds for Compass Academy’s building costs. Combined cost
for the land and building, according to both the architect and builder, is approximately
$6,300,000.00. Compass Academy has $300,000.00 cash fo put into the deal in an effort

to show we have “skin in the game”.

Benefits fo investor:
= According to the “Debt Plan™ included in the business plan, the ROl will be
within the first six years of Compass opening its doors in August 2013, As
explained in the “Operating Budget” included in the business plan, Compass
will have an average of $1.500,00.00 excess per year for the first fen years.

« The capital will be used for construction and land only. The builder has agreed
to fund asmali amount in exchange for tuition dollars, the utifities in
Montmorenci have offered to fund $100,000.00 to gef water and septic to the land
for the school, and we have over 200 businesses in the area that have committed
to each fund aclassroom. This will provide the furnishings such as desks,
smartboards, etc.

= After surveying over 1200 parents within a 30 mie radius of Aiken, 98% said that
they agree we need a school such as Compass. 87% said that they would
definitely enroli their childran in the first academic year.

= South Carolina House and Senate just passed the “School Choice™ Bill. This bill
states that due to the poor guality of the state’s education system, any parent that
enrolls a child inte a private school or homeschools a chiid, may take a $4,000.00
tax deduction at the end of the year.



Vision

Todav’sVision:

COMPASS Acacemy will provide a5K-121h grade educational opportunity for students to
be equipped with the skills of extraordinary thinkers, citizens, and community leaders.
Educators at COMPASS Academy understand the importance of flexible and personalized
approaches to education for sach child o best maxdmize their potential. Our vision isa
direct result of Rick Santorum’s education platform. We believe that reforms at a local
level should be focused on expanding consumer choice in education, attracting the best
teachers to be competitive as a city, and rewarding excelience, innovation, and

personaiizing to the needs of individual students rather than governments and
standardized testscores.

COMPASS Academy will offer both a strong academic program and a strong character
development program. Academics will focus on the $TEM Education Cealition and
award winning curriculums such as Zaner-Blosser and Scholastic in an effort to provide
the highest levels of learning in reading, writing, mathematics, science, history, biology,
technology and engineering. The Character Development program will mirror Stephen
Covey’s curriculum, “The Leader In Me”. This program focuses on leadership skills
such as critical thinking, decision making, respect and integrity towards others,
community involvement, money management, and much more.

Mission
COMPASE Academy is an independent private school offering academic f?xceilgnce
coupled with the deveiopment and cultivation of personai character which will enable

each student to bring direction to their lives, ready fo think on their own, stand for
themselves, and actwith respect and empathy ioward others,

The mission of COMPASS Academy is to help our students understand their purpose,
embrace their strengths, and stay true fo his/her character while maintaining a high
level of core values. Through awide range of outstanding programs, COMPASS
students will grow as healthy, balanced individuals and cultivate his/her unigue self.

Philosophy

Growing up into awhole, healthy, and accomplished young adult is a chalienge and a .
ioy, and the entire Alken community seeks to support and ceiebrate students along their
way. Throughout their COMPASS Academy experience, young people will encounter
opportunities to question, to reason, to express themseives, to discover and pursue a
nassion, to risk, and sometimes evenfail and hopefully learn from that failure.




Governance

Planning Parners:

COMP&8S Academy has received the support of dedicated individuals who are leaders in
the community and wiit continue to require this support as our foundations are built
and solidified. In the initial stages of development, these folks will be Planning
Partners whe will help mold and shape the Academy so that the vision is achieved and
the mission is accomplished. COMPASS will rely heavily on Planning Partners for
guidance, input, resources, knowiedge, time, talent and leadership. These significant
contributions will be greatly appreciated and highly regarded as the key factor in
COMPASS Academy’s initial success.

Beard of Directors:

In the first academic school year, the Planning Partners will have the opportunity to
tecome a member of the Founding Board of Directors. This Board w ill be responsible
for all of the above aswell as implementing the governing by-laws of the Academy. The
Founding Board of Directors will serve afive year term in an effort to maintain stability
while setting the foundation of the Academy. Every board thereafter wil! serve a 3 year
term. The Board of Directors wiil have 51% control over all major decisions. The Head
of School and Administrators will have 49% control over all major decisions.

Head of School:

The Head of School should serve as a centralizing leadership figure within the Academy
and the iocal community. The Head of School will work closely with, and report
directly to, the Board of Directors. The Head of Schoof will tend to the issues that
concerm the Academy as awhole and will faciiitate communication among the teachers,
staff, families and Board,

Principal duties of the Head of School include but are not limited to:

« Recruit, guide and manage a high guality staff who are commitied 1o the
mission of COMPASS Academy.

« Develop and implement acurricutum, in cotiaborat on with the faculty
and within the guidelines of the Academy’s mission.

= Set the fone and mode! the values of the Academy in interactions with
students, families, staff, and the community.



= Sel boundaries and communicate clear expectations about performance
and behavior

= Articulate to prospective parents and the community the educational
theory and practice of COMPASS® curriculum.
= Provide and support or-going professional development for faculty and

staff.

= Keepthe Board of Directors informed of issues related to the governance
of the Academy. N

= The Head of School will oversee the areas of finance, admissions, policies,

and facility.

As COMPASS Academy transitions from a concept to a start-up school, the needfor the
Head of School to be in place immediately is crudial for curriculum development as well
as a host of other key areas that will contribute to the Academy’s success. Therefore, a
Head of School has been named for the first three years of COMPASS Academy’s
existence. In the fourth year, the Board of Directors will evaluate the Head of School
and determine if a change needs to 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 educator in Aiken that has been teaching for over 30 years in both public and private
schools has eagerly agreed to accept the position as Head of School. Her philosophy of
education is “learner-centered” where classroom teaching is prized. She holds a
Masters Degree in Education and in Divergent Learning from Columbia College. She
was President of ACIRA for two years, Chairman of Teachers on the SCIRA state board,
worked as a Master Teacher for the Alken County School District, conducted staft
development sessions and taught demonstration lessons for teachers, Teacher of the
Year at Cast Alken Elementary, Westinghouse Mini-Grant recipient, Who’s Who among
America’s teachers, American Nuclear Society Superior Teaching in Mathematics arid'
Science, and has won muitiple awards for her teacher incentive programs and mentoring
programs.



Administration:

The administration efforts at COMPASS Academy will encompass general office duties as

well as a muititude of school-specific needs. The Administrator (s)wili report directly
{0 the Head of School.

Principal duties of the Academy’s Administrator include but are not limited to

= The Administrator will serve as the Business Manager for COMP&SS
Academy

= Assists the bookkeeper and Board Treasurerwith financial issues and long
term planning :

= Applies for and maintains grants

= Assisis in coordination and execution of fund-raising plans

= Ensures that the Academy is in compliance with all applicable laws and
regulations

= Represents and explains the COMPASS Academy mission to prospective
families

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

Tracy Brooks will manage the administration duties of the Academy, Tracy has over 14
vears experience as an administrator. Tracy currently manages the office of Brooks
Financial, Inc., a company she owns with her husband, Jay Brooks.



Strategy and Implementation:

danuary 2012
identify the niche
Develop planning stages
Write Business Plan

February 2012

Form Planning Partners Committee
incorporate

March 2012
Apply for Tax Exempt Status
Begin securing initial funding and put aplan in place for ongoing fund raising
Meet with Architects and builders to decide who will be involved in the design
and building efforts
ldentify Faculty and Administration Requirements

May 2012
Deveiop Wabsite
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 construction

Ociober 2012
Begin advertising for students
Continue funding efforts

Dacember 2012
Open the school office
Begin admissions interviews and tours
Begin ordering all instructional materials
Funds should be secured
Finalize faculty contracts

July 2013
Faculty Training
Administration Training

August 2013
School Starts and we are ready!



Admissions:

Few decisions will have the lasting impact in the life of your child as that of schooi
choice. At COMPASS Academy. we believe that student life is important to a student’s
education. We believe that service is important as we teach students te look beyond
themseives. As aresult, we offer many ways that a student can be actively inveoived in
the Aiken community and in the global community. Likewise, students should have a
strong desire to be at COMPASS Academy and share our core values.

The first step in the admissions process is the application. This must be completed and
submitted to the school together along with the $50 non-refundable application fee.

Once the application is reviewed, the first interview will be with the prospective
student.

Students:

COMPASS Academy desires a student body made up of quality individuals who embrace
diversity and strive for excellence. We need to know his/her core vaiues, character,
goals, ideas, and that he/she will share a mutual respect for both studenis and facuity.
Because of our high standards, the prospective student needs to understand the zerc
tolerance policy. Under no circumstances will COMPASS Academy tolerate behavior that
does not fall in line with our school philosophy. The student must demonstrate a strong
desireto enroll in COMPASS Academy. Once this interview is conducted and the
Admissions Office has approved the student, a parent interview is scheduled.

Parents:

It is our befief that the best education can only be achieved when parents and teachers
cooperate together to support and encourage students. As a result, parental
involvement at COMPASS Academy is strongly encouraged. This is just one of many
parent parinership topics that are discussed in the parent interview. Because each
family dynamic is different, our admissions interviews may be muitiwfageted. This
provides us with the needed insight to ensure each student’s success prior to
enroliment.



Non-Discrimination Policy

COMPASS Academy admits students of any race, color, national and ethnic origin to all
rights, privileges, programs and activities generally accorded or made available to
students at the school. COMPH&SS Academy does not discriminate on the basis of race,
color, or national and ethnic origin in administration of its educationa! policies, tuition
assistance, athletic and other school-administered programs.

Curriculum

A curriculum of academically challenging lessons, paired with an array of
comprehensive personal development classes, complemented by aunigue
understanding of a child’s development needs... That's the hallmark of COMPASS
Academy’s curricufum.

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

The 8. T.E.M. curriculum will be used to teach Science, Technology, Engineering, and
Mathematics. By federal definition, “S.T.E.M. is a program providing a strong
emphasis in learning environments on hands-on, experiential, inquiry-based and

learnar-centered student expériences and activities, including engineering design
processes.”

“The Leader In Me” by Stephen Covey is the curriculum used for our leadership
deveiopment classes such as Critical Thinking, Problem Solving, Economic
Development, Money Management, Environmental Awarensss, and mandatory
Community Work Program which will teach and inspire our students to actwith
integrity and respect in all facets of life while preparing them to recognize the purpose
for his/her fife and strive fo attain that goal.

Accreditation

COMPASS Academy is actively committed to accreditation with the following
organizations: :

= USGBC Certification, U.S. Building Council

- Paimetio Asscciation of Independent Schools
= Carolinas Coalition for Private Education

- Southern Agsociation of independent Schools
= Nationa! Association of Independent Schools



Budget

Start Up Budget:

30acre 1and PATCEL. oot e $300,000.00
First Year Building INeeas. coooi it ee e e $6,000,000.00
Professional Fees (architect, technology consultant, legal, ete) . ovveiiiireno.. $500,000.00
Initial Furnishings (including media center and common areas).................. $900,000.06
Landscape Maintenance. ... e e £7200.00
Building Maintenance/Cleaning. ... $14,400.00
Curricuhmm Materials. .. ..o e $20,000.00
Classroom SUPPES. ... e e e $200,000.00
(includes Smart Boards for each classroom, $6,000 per unit)
Administrative SUPPIES......oiii e $7,500.00

(this takes into account three computers, desks, accounting software, and
standard office supplies)

Initial Phone System............... e e $909.00
Building Security SySteml. ..o $1,500.00
D ECUTIEY M O T ILE SO VIO, ottt et et et e e e e e e $900.00
Faciiity Insurance. ... e £10,000.00
B T . et $1,024,000.60

(this takes into account 26 teachers including specialty classes and 3
administrative staff in the first academic year; however, we need the Headmaster to be
in place by December 2012)

Employee Benefits ($150 health contribution, 100% life, TIAA Cref maich)...... $85,376.00
L PSPPI PP PP R TP $20,000.00
PO OO L, L L e e s $15,500.00

{marketing campaign will include several newspaper articles and radio spots;
other than that we wili depend heavily on word aof mouthj
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Debt Plan:

irst Year ts
Expenditures = $1,168,078
interest Payments = $1,440,000 (Assumes an 8% rate on 9 Million borrowed with 2012
payments having been daferred)
Revenues = $2 968,500
Donations = $250,000
Cash = $1,188.075
$1,779,500 Overage

Expenditure Breakdown

Salaries: $1.020,000

Facility ins. $10,000

Employee Benefits: 385,376

Utilities: 320,000 not ircluding telephone or intemst
Telephone; $4200

Technology: 6000 inciudes intermnet

Landscape: $7200

Building Maintenance: $14,400

Security Monitoring: $900

Revenue Breskdown

K-2 tuition = $4471 000

Grades 3-5= $486,000

Grades 6-7= $402,000

Grades 812 = $1,350,000

390 students X $650.00 facility fee = $£253,500.00
390 students X $250.00 regisiration fee= $87,500.00

390 students X $50.00 application fee=  $19,500.00

{$80,000 will be deducted from revenue projections based on 20% of student body
recefving a 15% sibling discount )

Second Year Costs
Expendifures = $1,168,076

interest Payments = $720,000 (Assumes an 8% rate on $9 million borrowed)
Revenues = $2,881,500

Donations = $250,000

Cash = 31,778 500

$3,122,824 Overage

- Expenditure Breakdown
Sataries: $1,020,000
Facility Ins.. $10,000
Employes Benefils:  $85.376




Utilities: $20,000 not irgtuding telephone or internet

Telephone: $4200

Technology: $6000 includes intermet
Landscape: $7200

Building Maintenance: 314,400

Security Monitoring: 3900

Revenue Breskdown

K-2 tuition = $471,000

Grades 3-5 = $486,000

Grades 8-7 = $402.000

Grades 8-12 = $1,350,000

390 students X $650.00 facility fee = $253,500
390 students X $250.00 regisiration fea = §97 500
30 students X $50.00 application fee = $1500

(380,000 will be deducted from revenue proiections based on 20% of student body
receiving a 15% sibling discount)

Third Year Costs
Expenditures = $1,168,076
Interest Payments = $720,000 (Assumes an 8% rate on $9 million borrowed)
Revenues = $3,011,500
Donations = §25C,000
Cash=§3 122 924
$4,496,348 Overage

" Expenditure Breakdown

Salarles; $1.020,000

Facility Ins.. $10.000

Employes Benefits: 385,376

Utilities: $20,000 not inciuding telephone or internet
Telephone: $4200

Technology: 6000 ircludes intarnet

Landscapa; $72060

Building Maintenance: $14 400

Ssourity Monitoring: 3300

Revenue Breakdown

K-2 tuition = $501,000

Grades 3-5= 54886,000

Grades 8-7 = $402,000

Grades 8-12 = $1,350,000

390 students X $650.00 facility fee = $253,500
380 students X $250.00 registration fes = 397,500
30 sfudents X $50.00 application fee=  $1500
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{880,000 will be deducted from revenue projections based on 20% of student body
receiving a 15% sibling discount)

Fourth Year Costs

Expenditures = $1,188,075

Interest Payments = $720,000 (Assumes an 8% rate on $9 million borrowed)
Revenues = $3,041 500

Donations = $250,000

Cash = 34 486 348

$5,899,772 Overage

Expenditure Breakdown

Salaries: 31,020,000

Facility Ins . 314,000

Employee Benefits: $85.376

Utilities: 320,000 not including telephone or internst
Telephone: $4200

Technology: 36000 ircludes internat

Landscape: $7200

Building Maintenance: $14 400

Scurity Monitoring: $300

Revenue Breakdown

K-2 tuition = $5831,000

Grades 3-5 = 3486 000

Grades 6-7 = $402 000

Grades 8-12= %1 350,000

390 students X $650.00 facility fee = $253,500
380 students X §250.00 registration fee = $57,500
30 students X $50.00 application fee=  $1500

{$80,000 will be deducted from revenue projections based on 20% of student body
recaiving & 15% sibling discount)

Fifth Year Cost
Expenditures = $1,168,076

Interest Payments = $720,000 (Assumes an 8% rate on $9 million borrowed)
Revenues = 33,041,500

Donations = $250,000

Cash= 35,899,772

$7,303,186 Overage

Expendiiure Breakdown
Salaries: $1,020,000
Facility Ins.: $10,000




Employes Benefits: $85378

Utilities: $20,000 not including telephone o intermet
Telephona: $4200

Technology: $6000 irnciudes intemet

Landscape: $7200

Builiding Maintenance: $14,400

Sacurity Monitoring: 3900

Revenue Braakdown

K-2 tuition = $531,000

Grades 3-5= $486,000

Grades 6-7 = $402 000

Grades 812 = $1,350,000

380 students X $650.00 facility fee = $253,500
380 students X $250.00 registration fee= $57 500
30 students X $50.00 application fee=  §1500

{380,000 wili be deducted from revenue projections based on 20% of student body
raceiving a 15% sibling discount)

Sixth Year Costs
Expenditures = $1,168,078
Interest Payments = $720,000 (Assumes an 8% rate on 8 Million borrowed)
Revenues = §3, 041,500
Donations = $250,000
Cash = §7.303.198
$8,706,620 Overage

Expenditure Breakdown

Salarfes: $1,020.000

Facility Ins. $10,000

Employee Benefits: $85,376

Litilities: 320,000 not ircluding telephone or internet
Telephone: $4200

Technology: 56000 irciudes intermet

Landscaps: 37200

Building Maintenance: $14,400

Security Monitoring: 3900

Revenue Breakdown
K-2 tuition = $531,000
Grades 3-5= $486,000
rades 6-7 = 3402,000
Grades 8-12 = $1.350,000
390 students X $650.00 facility fee = $253,500
390 students X $250.00 registration fee= $87,5C0
30 students X $50.00 application fee = $1500
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Operating Budget:
Please see the "Debt Plan” beginning on page 11, The tuifion schedule will beable to support

the operating budget completely. All capital improvements will be supported by the “Heritage
Campaign”,

Tultion Schedule:

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

Annual Facility Fee.,......................... $650.00

Annual Registration Fee.................. £250.00

Grades SK-2M e $4,900.00/year ($3408.00/mo.})
Grades 3-Bth $5,400.00/year (§450.00/mo.)
Grades 81h-71 $6,700.00/year {§538.33/mo.)
Grades 812t e not applicable until 2014, see below

“Sibling Discount will be offered at a rate of 15% discount per additional child®
(Please see “Comparable School Tuition™ on page 13}

“Alt families to enroll a child in COMPASS Academy’s first academic year will have the
benefit of being grandfathered into this tuition schedule for as long as they are with the
school, regardless of the number of children per family .

*3pecial note about Tuition €o
As athank you to parents for enrolling his/her child in COMPASS Academy the first
year, the tuition rates have been lowered. The lowered rates are what this business plan
refiects. This is a win/win because the “founding” students will be locked into the
founding rates for the lifetime of their enroliment. '

As of the 2014 scheoi year, the tuition rates will increase to the following:

Grades BK-20d ... $5,900.00 per year
Grades 3-8t . . ... $6,800.00 per vear
Grades 87" ... ... ... $7,100.00 per year
Grades 8120 . ... $9,800.00 per year

Financial Management Goals:
= The Academy will strive to obitain awell-established budget making process
= The Academy’s accounting system will be adequate for its budget
= Therewill be an annual audit performed by at least three Board Members
= The Academy will have a dear cut plan for retiring any acquired deit
= Thefinancial resources will be adequate to sustain the Academy
= COMPASS Academy will engage in long-term financial planning
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Heritage Campaiagn

The Heritage Campaign is an annual campaign that w il provide for 100% of our
fundraising efforts. Over the next 20 months, the Heritage Campaign will support the
start-up budget for COMPASS Academy. It is our goal that the operating budget will be
covered through student tuition as of September 2013, However, we will rely on tax-
deductible charitable contributions over and above tuition to sustain and enhance our
programs and facilities. At COMPASS Academy, we will be intentional abouf the way we
raise funds and will be careful in our stewardship of the funds we raise.

While COMPASS Academy has demonstrated great vision, it is time for the Heritage
Campaign of 2012 o begin. Our school will be “Different by Design” and therefore will
not quaiity for federal or state monies. We need community leaders to stand up and
share in our vision. Acsomplishing a large task requires maximum participation.  Our
children need us to stand up and lead in this great effort.

Another facet to the Heritage Campaign is the “Gifted Education” program. This
program allows members of the community to anonymously sponsor a chiid’s
education. Thegift can be an annual gifl to cover that year’s tuition cost or multiple
gifts. rowever, the giver may not dictate who receives the gift. Likewise, the recipient
will not know the name of the giver. This program will enable a child who is the model
COMP&SS student to have the opportunities that his/her parents aren’t able to
financially support. In order for a child to qualify for a “Gifted Education”, an analysis
of his/her family finances will be completed.

Reqguirements to Start a School:
= Must have at ieast 5 students over the age of Byrs.

= |ncorporate and file for Non Profit Status with the IRS

= Submit a “Notice of Intent” to operate a school to the state

= Submit the Statistical form to the state

-  Writien Rules & Regulations by which the school wiil operate
= Must have Enrcliment Goals (see below)

= Must have Budget Goals

= Fire Inspection of the facility

= Health Inspection of the facility
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How arewe“DifferentBvDesign”?

COMPASS Academy educates its students to become well-rounded individuals capabie of
bringing purpose and direction fo their fives, ready to think on their own, stand for
themselves, and act with empathy toward others.

COMPASS Academy is a product of the community working together to foster our
leaders of fomorrow. The community will govern the school, COMPASS Academy

students will support the community, and the community will support COMPASS
Academy.

Specialty programs such as Critical Thinking, Economic Development, Money
Management, Environmental Awareness, and Community Work Program witl teach
and inspire our students fo actwith integrity and respect in all facets of life.

We wili expect the faculty to model excelience for our students while challenging them
to pursue excellence in all areas of their lives. -

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

campaign.

COMPASS Academy will focus on the uniqueness of each student and celebrates his/her
strengths.

COMPASS Academy will have acoountability partners throughout the community.
Our admissions process begins and ends with focus on the prospective student.

Through our “Gifted Education” program, children of all financial backgrounds are
able 1o have the opportunity {o attend COMPASS Academy.
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What Does COMPASS Academy need from the Planning
Parthers?

Generate Community Support

Funds to move forward according fo the start up budget and a plan to generate
the funds needed by December 2012

Contracts written for teachers, students, and faculty

Governing By Laws created

Website Design

An Endowment Fund for the school set up

Clear Ruies & Regulations written and approved

Cieér behavior guidelines written and approved

Promotion and Advertising to the community

insurance Guidance

A commitment to guide and support COMPASS Academy in all facets necessary

Much, Much More along the way!
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Comparable Area Schools:

Aiken Preparatory School

Student Body............... 149
Grades............oooonv e 3k-12
Fees: One time facility fee.................. £500.00
Annual Resource fee................ $650.00
One time Application fee.......... $50.00
Graduating tuition scheduie:
Full day preschoel thru 5K........ $7,800.00
Grades 1-5. .. $9,700.00
Grades 5-8............ e $10,900.00
Grades 8-12. ..., $12,760.00

Mead Hall Episcopal School

Student Body.......oo.... 391
Crades..................... 3k-8
Fees: Registration Fee........ooooviiiinnnen $250.00°
Apphication Fee..........oo $50.00
Graduating tuition schedule:
Full day preschoolthru §........... $4,700 - $6,800

(not sure of breakdown per grade, not disclosed)

St. Marv's Christian School

Student Body (as of 2009)........... 297
FTAGES. vt e e e 5k-8
Fees: Registration Fee...........oooin. $350.00
Application Fee..............o.oo $100.00
Tuiticn Schedule is the same for all grades: however, varies on the following:
Church Members.........oooen $4,435.00

Non-Church Members............... 56,355.00



