
1 

Item 1 - Cover Page 

COMPASS FINANCIAL ADVISORS, LLC 

FORM ADV – PART 2A INFORMATION  

March 19, 2020 

 

Compass Financial Advisors, LLC  

9933 Dupont Circle Dr West, Suite 100  

Fort Wayne, IN 46825 

Phone (260) 490-7878 Fax (260) 490-7766  

www.compassadvisor.com  

This Brochure provides information about the qualifications and business practices of 

Compass Financial Advisors, LLC (“Compass”) (CRD No. 109131). If you have any 

questions about the contents of this Brochure, please contact us at (260) 490-7878. The 

information in this Brochure has not been approved or verified by the United States 

Securities and Exchange Commission (“SEC”) or by any state securities authority. 

Additional information about Compass, including a copy of its Form ADV Part 1, is 

available on the SEC's website at www.adviserinfo.sec.gov. 
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Item 2 - Material Changes To This Brochure Since Its Last Annual Update 

Annual Update 

The Firm Brochure will be updated annually or when material changes occur since the last  

update. 

Material Changes since the Last Update 

 While not a material change, in item 4, the amounts of discretionary and non-discretionary 

Assets Under Management has been updated. 

Full Brochure Available 

Whenever you would like to receive a complete copy of our Firm Brochure, please contact Chris 

Swanson by telephone at: (260) 490-7878, or by e-mail at chris@compassadvisor.com.
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Item 4 - Advisory Business 

Firm Description 

Compass Financial Advisors, LLC (“Compass” or the “Adviser”) is an investment adviser 

registered with the U.S. Securities and Exchange Commission (“SEC”). Registration with the 

SEC does not constitute an endorsement of Compass by the SEC, nor does it indicate that 

Compass has attained a particular level of skill or ability.  Individuals associated with Compass 

provide the advisory services on behalf of the firm. These individuals are appropriately licensed, 

qualified and authorized to provide advisory services on Compass’ behalf and are called 

Investment Adviser Representatives (“Representatives”). Compass has been offering advisory 

services since November 1998. The membership interests in Compass are owned by Bruce 

Patterson, James Bobos, David Fought, Lynn Fisel, and Synergy Private Capital Fund LLC. 

Compass does not control any other firm. Compass makes both investment management and 

counseling services available to a wide variety of clients. Compass Representatives begin each 

advisory service by carefully examining the client’s investment objectives and financial 

circumstances. During this stage, time is taken to educate clients about the various features of 

different types of investments to make them aware that attempting to attain a higher rate of return 

entails accepting higher levels of risk. It is the client’s responsibility to ask questions if there is 

something the client does not understand. Once this initial evaluation is complete, Compass 

Representatives will recommend one or more of the advisory services described in detail below. 

Compass’ Representatives may place advisory clients in wrap fee programs which mean the fee 

charged is all inclusive (“Wrapped”) to cover the transaction costs. The total wrap fee is retained 

by the Representative and Compass for the investment advisory services provided. A non-

wrapped advisory account will be charged an advisory fee and transaction costs are also passed 

along to the client. The methods in which the wrap and non-wrap accounts are managed may be 

similar (i.e. same types of investments offered or advice given) but differ in pricing methods. 

Additional details about Compass’ wrap fee service are described in a separate Form ADV, Part 

2A "Wrap Fee" Appendix 1 Brochure. 

Fundamental Planning Services 

This service begins by a Representative evaluating the financial objectives and circumstances of 

a client, determining the client’s short and long-term needs, analyzing alternate strategies, then 

drafting written financial plans that may be simple or complex. The service may involve a one-

time project or a long-term ongoing engagement. These services are designed for situations 

where there is not a large dollar amount of investments to manage or where the planning project 

issues are complex or dealing with issues outside the area of portfolio management. General 

areas addressed by planning services may include funding retirement income, wealth 

accumulation and retention, general cash flow planning, estate planning, business continuation 

planning, pension planning and deferred compensation planning. 

In designing a fundamental Plan, regardless of the complexity, Representatives will: 

1.  Interview the client, analyze the client’s financial needs and assist the client in developing 

realistic goals and objectives based on information provided by the client. The 

Representative may also clarify planning problems and outline strategies designed to be 

solutions. A client may retain Compass to perform a single nonrecurring project, such as 
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investment research or specific investment advice, retirement planning or insurance 

analysis, rather than preparing a comprehensive plan covering these and other subjects. 

The client may also engage a Representative for projects that may take a long period of 

time if more complex long-term planning is needed. 

2. Prepare a written Financial Plan in the scope requested by a client based on the 

information gathered during the client interview and needs evaluation. This Plan may 

include establishing a clear set of objectives, an outline of resources, a written investment 

policy statement, an asset allocation model, strategy recommendations, product 

recommendations, and steps for implementing the Plan. 

 3. Help the client implement the Plan, including purchasing and/or selling securities and/or 

insurance products. Review the Plan periodically, no less than annually, or as agreed upon 

with the client. 

The Representative may also, as needed, recommend changes to the client’s investment portfolio 

or Plan, either in writing or verbally. Changes in the client’s financial condition, personal 

circumstances, goals, or general economic conditions may trigger changes in the Plan. To the 

extent material changes have occurred to a client’s circumstances or goals or to the extent a client 

requests a new project, the client will be asked to sign a new services agreement. The client may 

initiate contact with a Representative as often as needed and the Representative will schedule 

conferences as needed, usually no less than annually. 

All planning is based on information provided by the client. It is the client’s responsibility to be 

certain Compass has current and accurate information for the initial plan and it is the client’s 

responsibility to inform the Representative of material changes affecting the investments and 

planning strategies implemented. 

Asset Allocation and Portfolio Supervision Services 

Compass and its Representatives can provide asset allocation and portfolio management services 

under the firm’s Asset Allocation and Portfolio Supervision program. The services include 

investment analysis, allocation of investments, quarterly portfolio statements, ongoing 

monitoring, and formal reviews of the portfolio at the times Representatives select. 

Through the program, clients receive investment analysis, allocation recommendations, monthly 

or quarterly statements reflecting holdings and transactions, quarterly analysis statements, and 

ongoing monitoring services for a portfolio which may include stocks, bonds, mutual funds, 

exchange-traded funds, private placements, and convertible securities. Compass may also 

recommend the use of third-party investment managers and, depending upon the services 

agreement signed, the Adviser may have authority from the client to exercise discretion in hiring 

and terminating a manager. Accounts are restricted from buying, selling, or holding positions in 

so called Class C (level load) mutual fund shares. All eligible securities can be bought in an Asset 

Allocation and Portfolio Supervision account or transferred into the account. 

Under the program, the initial asset allocation process is based on the financial information 

gathered from the client including net worth, risk tolerance, financial goals and objectives and 

overall financial conditions. Based on that information, the client is provided with investment 
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recommendations designed to provide an appropriate asset mix consistent with the client’s 

objections. The client’s portfolio and its performance are monitored by the client’s 

Representative in light of the client’s stated goals and objectives. The frequency of these reviews 

is determined by the Representative. Depending on the type of services agreement signed by the 

client, Compass may have discretion to place orders at will, and will do so without first 

contacting the client for permission for a transaction. Compass Representatives meet with the 

client on an as needed basis to discuss the portfolio or other aspects of the service. 

The Adviser typically recommends that investment management clients use the custody services 

of Pershing LLC (“Pershing”). Pershing provides custody of client assets, process transaction 

orders for client accounts, prepare account activity statements, and facilitate the payment of 

advisory fees due Compass and third-party managers. 

As a general rule, the Adviser believes that investing is best suited to those who believe in a long-

term buy-and–hold policy. Therefore, clients should not expect frequent investment changes in 

the portfolio. However, as a result of monitoring the account, portfolio modifications may 

occasionally be advisable and made. 

Please Note: This is not a “wrap” fee program. Commissions will be charged for transactions by 

the brokerage firm processing the transactions. Wrap account services are available from 

Compass and described in Compass’ Form ADV Part 2A Appendix 1. 

As of January 31, 2020, Compass had assets of approximately $244,426,458 under discretionary 

management and $473,800  under non-discretionary management. 

Independent Investment Manager Services 

Representatives may choose to recommend the use of third party managers that perform 

allocation modeling, investment selection, monitoring, rebalancing and reporting. Fees to 

Compass for such services, including those for monitoring the other managers’ services, are 

usually calculated as a percentage of the assets under management. 

Compass may enter into various agreements with unaffiliated investment managers who 

independently offer investment management and asset allocation services. Compass will not 

conduct a comprehensive search for such advisers, but will usually recommend those it is 

familiar with and believes will provide competent investment management services to clients. 

Other independent firms may provide services at higher or lower costs and have better or worse 

performance than managers recommended by Compass. Once a client has selected a manager, 

Compass provides the manager with information regarding the client’s financial background and 

objectives. The client then enters into an agreement with the manager resulting in the manager 

agreeing to manage the client’s account on a discretionary basis. Compass, itself, may also enter 

into such agreements, provided a client has granted discretion to Compass to do so. Using 

discretion, the managers purchase and sell securities without first contacting the client or 

Compass to do so. 

After referring a client to a third party manager, Compass consults periodically with a client 

regarding the performance of the client’s managed account and assists the client on an ongoing 

basis regarding adjustments to asset allocations and other matters. Compass usually does not 

recommend replacement of a manager based upon short-term results but will recommend such 

changes when it deems it appropriate to do so. 
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Retirement Plan Advisory Services 

These Services are provided to plan sponsors needing assistance in selecting and evaluating 

investments for their retirement plan and participants. Plan set-up services are available at least 

semi-annually, or more frequently if requested by a sponsor, Compass will perform a portfolio 

evaluation to determine how well plan investments are performing. Compass Representatives 

also provide general advice to plan participants regarding the nature of investments available in 

the plan and regarding alternative investment strategies to select to attempt to achieve different 

investment objectives. 

Compass may enter into agreements with employers that provide qualified retirement plans (the 

“Plan”) with various advisory services. Compass can provide the following services: 

Investment Advice to the Employer at a Plan Level – annually, or more often if requested by the 

client or deemed necessary by Compass, Compass will deliver a written report to the Plan which 

includes: 

1. Review of the Plan’s Investment Policy Statement, including assessing the following: (a) 

the criteria for selecting money managers and the due diligence procedures that the Plan 

followed in selecting its money managers and/or mutual funds; (b) the basis for asset mix 

and rebalancing limits; (c) the performance measurement criteria; (d) monitoring 

procedures of money managers and other investment-related venders; (e) composition and 

relevancy of quarterly performance reports; (f) composition of custodial reports; and (g) 

termination procedures for money managers. 

2. Review of providers (custodians and recordkeeping) available to the Plan including: (a) 

the capabilities of various providers; (b) the performance record of various providers; (c) 

the scope of investment choices at various providers; and (d) the cost of various 

providers. 

3. Review of the Plan’s overall investment activities for possible conflicts of interests or 

prohibited transactions by the fiduciary, money managers and/or consultants. 

4. Review, if applicable, of the Plan’s socially responsible investment objectives. 

Periodically as requested by the client, or deemed necessary by Compass, Compass will conduct 

a fund/portfolio review (either alone or with the Plan’s investment policy committee) to include: 

5. Portfolio design and asset allocation recommendations for at least five various investment 

models designed with (a) varying time horizons, (b) risk tolerance, and (c) investment 

return objectives; 

6. The appropriateness of the managers/funds relative to the Plan’s asset allocation within 

each model and relative to the criteria set forth in the Plans Investment Policy Statement; 

7. Current performance of each of the managers/funds against their appropriate peer group 

and relevant industry benchmark; and 
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8. Investment education for the participants of the Plan, including having a Representative 

available semi-annually, (or more often if agreed upon by the client and Compass) in 

person and daily by phone or email for the purpose of providing general investment 

education to participants of the Plan. The education will be given based on information 

about the participant given voluntarily by the participant to the Representative about (a) 

the participant’s goals, (b) the participant’s investment time horizons, (c) the participant’s 

risk tolerance and experience with investments, (d) the participant’s resources, and (e) the 

market and investment opinions of Compass and the client’s Representative. Participants 

are required to make the final investment decisions regarding the choice of investment, 

amount of investment and timing of investment that fits their goals. 

All advice provided by Compass and its Representatives is based upon the reliability of the data 

provided to Compass by the Plan and the Plan participants. 

Either the client or Compass may at any time request an audit of the Plan by an independent 

certified public accountant, the fee for such audit will be paid by the party making the audit 

request. 

Other Services 

Managed Non-Discretionary Assets 

In addition to providing investment management of client assets on a discretionary basis, 

Compass, for a separate and additional fee, provides certain limited services to clients with 

respect to “Managed Non-Discretionary Assets.” These services consist solely of the following: 

Compass is available to consult with the client at the times Representatives select (or more often 

if requested by the client) regarding the Managed Non-Discretionary Assets. However, the client 

is solely responsible for all decisions and consequences on the client’s Managed Non-

Discretionary Assets, including decisions on whether to retain or sell all or a portion of the 

Managed Non-Discretionary Assets. This responsibility remains solely with the client regardless 

of whether any security is reflected on account reports prepared by the Adviser. 

Compass is available to service Managed Non-Discretionary Assets, such as setting up and 

monitoring regular distributions and special one-time distribution requests. 

The Adviser can process any trades on the Managed Non-Discretionary Assets, but only when 

requested to do so by the client. Upon receipt of any client’s written request, Compass will 

endeavor, but cannot guarantee, that any such transaction will be effected on the day received or 

at any specific time or price. 

Limitations for Non-Discretionary Assets 

Clients that engage the Adviser on a non-discretionary investment advisory basis must be willing 

to accept that Compass cannot effect any account transactions without obtaining prior consent to 

any such transaction(s) from the client. Thus, in the event of a market correction during which the 



9 

client is unavailable, Compass will be unable to effect any account transactions (as it would for 

its discretionary accounts) without first obtaining the client’s consent. 
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Item 5 - Fees and Compensation 

Fees paid to Compass are for Compass advisory services only. The fees do not include, for 

example, the fees charged by third parties such as third-party managers, or accountants and 

attorneys assisting with providing the client with accounting and legal advice. Commissions on 

transactions and other account fees will also be charged by brokerage firms in accordance with 

the account’s brokerage firm’s normal commission schedule. See Item 12, Brokerage Practices. 

Customary commissions on insurance are also not included. 

Prospective clients should be aware that in addition to Compass's advisory fees, each mutual fund 

in which a client's assets are invested also pays its own advisory fees and other internal expenses 

which already have been deducted from the fund's reported performance. Depending on the fund, 

a client may be able to invest directly in the shares issued by the fund with or without incurring 

any sales or third-party management fees. Account maintenance fees are also deducted by the 

custodian. 

In addition, there are tax effects pertaining to fund share redemptions, and other sales, made by 

Compass on behalf of clients. Redemptions and sales are taxable events which may accelerate the 

recognition of capital gains, and losses, and frequent redemptions and sales may result in short-

term, rather than long-term, capital gains and losses. 

Fundamental Planning Services Fee 

Fees may be charged for services on a fixed project or on an hourly basis. The standard hourly 

rate is as follows: 

Service Provider Hourly Fee 

Clerical $65 

Paraplanner $100 

Advisory Representative $150 

Advisory Representative, CFP $250  

These hourly rates may be negotiated, but they may not exceed $250 per hour. 

Fixed fees, or project fees, are determined by the Representative by estimating the complexity of 

the client’s circumstances, the level of skill required to perform the service, and the amount of 

time that will be required in research, analysis and Plan preparation. The exact fee is disclosed to 

the client prior to contract signing. 

A fifty percent (“50%”) deposit of the estimated fee is payable upon commencement of services 

with the balance due upon delivery of the written Plan. Payment arrangements are detailed in a 

formal client services agreement which is prepared for each client. The fee may be waived in 

whole or in part by the Representative if, in the course of implementing a Plan, the client 

purchases securities or insurance products that pay a commission to the Representative sufficient 

to compensate the Representative for his/her time and skill. Waiving the fee is at the sole 

discretion of Compass and its Representatives. Both parties may terminate this Agreement at any 

time upon ten (10) days written notice to the other. UNDER NO CIRCUMSTANCES WILL 
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COMPASS REQUIRE PREPAYMENT MORE THAN SIX MONTHS IN ADVANCE AND IN 

EXCESS OF $1,200. Any unearned prepaid fee is returned to the client upon termination. 

The fees described above may change based on special situations such as an expansion of a 

project, increase in the number of reviews, more specialized needs of the client, more complex 

planning, or more detailed reporting. If such a change is required, the client is given 30 days’ 

prior written notice and agrees to such changes by signing a new Services Agreement or an 

amendment thereto. 

Asset Allocation and Portfolio Supervision Services Fee – Discretionary 

Fees payable for Asset Allocation and Portfolio Supervision program services will be calculated 
as a percentage of the total value of investments under management as set forth below. In 

addition to this advisory fee, there will be transactional, administrative, servicing fees and 

commissions. 

Market Value of Assets Annual Rate 

$0 - $500,000 2.00% 

$500,001-$1,000,000 1.50% 

$1,000,001-$3,000,000 1.00% 

Over $3,000,000 0.65%  

Managed Non-Discretionary Assets 

Fees payable for Asset Allocation and Portfolio Supervision program services will be calculated 

as a percentage of the total value of investments under management as set forth below. In 

addition to this advisory fee, there will be transactional, administrative, servicing fees and 

commissions. 

Market Value of Assets Annual Rate 

$0 - $500,000 2.00% 

$500,001-$1,000,000 1.50% 

$1,000,001-$3,000,000 1.00% 

Over $3,000,000 0.65%  

Asset Allocation and Portfolio Supervision Services Fee and Non-Discretionary Billing 

In some cases, fees may be negotiated. All fees are specified in each client’s services agreement. 

Advisory fees are payable monthly, in advance and are calculated on the basis of the market value 

of the investments in the account including any balances held in money market funds. The fee for 

the initial partial month is waived entirely. Subsequent fees are charged in advance starting with 

the first complete month and are based on the market value of the account as of the last day of the 

most recently completed month. Upon termination of the account, any prepaid advisory fees will 

be refunded on a pro rata basis. 
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Clients should also be aware that certain management service programs require payments for 

services on a quarterly basis, on the same basis as specified above for monthly fees, except that all 

fees for partial quarters are prorated. 

Fees payable to Compass are deducted from the client’s account when due. Compass will 

liquidate money market shares to pay the fee and, if money market shares or cash value are not 

available, other investments will be liquidated. Authorization for the automatic deduction of fees 

from the account is contained in the Services agreement. The invoice sent to the custodian shows 

the amount of the fee, the value of the assets on which the fee is based, and the specific manner in 

which the fee was calculated. The client’s periodic portfolio statements from the custodian 

disclose all amounts disbursed from the account, including advisory and service fees paid. The 

client may terminate the authorization for automatic deduction of advisory fees payable to 

Compass at any time by notifying Compass in writing. Compass has the right to modify the fee 

schedule upon 30 days advance notice to the client. 

Any client services agreement may be terminated by a client without penalty upon delivery of 

written notice to Compass within five business days after the date of the client’s execution of the 

Client Services Agreement. 

Independent Third-Party Manager Services Fee 

In return for providing Independent Third-Party services, Compass usually receives a percentage 

of the asset-based fee charged by the independent third party adviser. Fees are negotiable and 

typically range from .65% to 2.50%, depending upon size and type of portfolio, in accordance 

with the fee schedule set forth below. However, depending upon the terms of the contract, 

Compass may collect the manager’s fee as a portion of the total fee Compass charges to a client. 

Value of Assets Annual Fee 

$0 - $500,000 2.50% 

$500,001-$1,000,000 2.00% 

$1,000,001-$3,000,000 1.50% 

$3,000,001-$10,000,000 1.00% 

Over $10,000,000 0.65%  

Fees are payable monthly, or quarterly, in advance as specified in the services agreement. 

The terms of the agreements used by third-party management service providers vary from firm to 

firm with respect to service level, fees, termination provisions and custodial arrangements. Before 

entering into any service contract with a third party investment adviser, clients are encouraged to 

carefully review that firm’s Form ADV, Part II, and compare the service levels and fees to other 

available service providers. 

In some cases, when a client uses the services of an independent investment manager, that 

manager may choose to implement securities transactions through Harbour Investments, Inc. 

(Harbour Investments”), resulting in commissions to Harbour Investments. A portion of those 

commissions may be returned to the Compass Representative registered as securities 

representatives for Harbour Investments. Thus, when recommending certain programs, 
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Compass’ Representatives have a conflict of interest since they know they will be receiving 

commissions as a result of the recommended manager’s transactions. 

Retirement Plan Advisory Services Fee 

In return for providing Retirement Plan services, Compass will charge an annual fee based on a 
percentage of the value of Plan assets as set forth below. The fee is negotiable but will generally 

conform to the following schedule: 

Asset Levels Annual Fee 

$0 - $500,000 1.00% 

$500,000 - $1,000,000 0.90% 

$1,000,000 - $1,500,000 0.80% 

$1,500,000 - $2,000,000 0.70% 

$2,000,000 - $2,500,000 0.60% 

$2,500,000 - $3,000,000 0.50% 

$3,000,000 - $4,000,000 0.40% 

$4,000,000 - $5,000,000 0.30% 

$5,000,000 - $10,000,000 0.20% 

$10,000,000 - $100,000,000 0.10% 

$100,000,000 - $500,000,000 0.05%  

The fee is payable in arrears on a monthly or quarterly basis, as determined in advance between 

Compass and the client, and is based on the average value of the Plan assets for each month. (In 

some instances the fee may be based upon month-end values.) The fee will be assessed and 

deducted from participant accounts. A sale of holdings in the participant accounts to provide the 

fee will be made on a prorated basis of the approximate value of the various investments in the 

account. 

The client or Compass may terminate the services agreement upon thirty (30) days’ advance 

written notice to the other. Termination will not affect the liabilities or obligation of the client for 

work already completed. The fee will be pro-rated based on the number of days left in the billing 

period. 

Additional Information Regarding Fees 

The Adviser fees are negotiable and arrangements with any particular client may differ from 

those described above. Although the Adviser believes that its fees are competitive, clients should 

understand that lower fees for comparable services may be available from other sources and 

firms. 

The fees charged the Adviser do not include charges imposed by third parties such as custodian 

fees and mutual fund fees and expenses. Client assets may also be subject to transaction costs, 

retirement plan administration fees (if applicable), deferred sales charges on mutual funds 
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initially deposited in the account, 12b-1 fees, odd-lot differentials, transfer taxes, wire transfer and 

electronic fund fees, and other fees and taxes on brokerage accounts and securities transactions. 

Client assets invested in mutual funds will be subject to certain fees and expenses imposed 

directly by mutual funds to their shareholders, which are described in each fund’s prospectus. 

These fees will generally include a management fee, other fund expenses, and a possible 

distribution fee. If the sponsor also imposes sales charges, a client may pay initial or deferred 

sales or surrender charges. These fees and expenses are separate from and in addition to the fees 

charged by Compass. Accordingly, the client should review the fees charged by any mutual funds 

in which the client’s assets are invested, together with the fees charged by Compass, to fully 

understand the total amount of fees to be paid by the client and to thereby evaluate the advisory 

services being provided. Additionally, clients may incur brokerage commissions and other 

execution costs charged by the custodian or executing broker-dealer in connection with 

transactions for a client’s account. Clients should further understand that all custodial fees and 

any other charges, fees and commissions incurred in connection with transactions for a client’s 

account will be paid out of the assets in the account and are exclusive of and in addition to the 

fees charged by Compass. Compass does not share in any of these fees but may elect at the firm’s 

option, to bear the cost of certain transactions under certain circumstances. Please refer to Item 12 

of this Brochure entitled “Brokerage Practices” for additional important information about the 

brokerage and transactional practices of Compass. 

Important Considerations 

Compass employs individuals that are also licensed insurance agents. Clients can choose to 

engage these persons, in their individual capacities, to effect insurance transactions on a 

commission basis. The recommendation by a Compass Representative (who is also a licensed 

insurance agent) that a client purchase an insurance commission product presents a conflict of 

interest, as the receipt of commissions may provide an incentive to recommend insurance 

products based on commissions to be received, rather than on a particular client’s need. No 

Compass client is under any obligation to purchase any commission products from any of the 

Adviser’s advisory representatives. Clients are reminded that they may purchase insurance 

products recommended by the Adviser through other, non-affiliated insurance agents. Chris 

Swanson, the Adviser’s Chief Compliance Officer, is available to answer any questions that a 

client or future client may have on any conflict of interest this arrangement may create. 

Item 6 - Performance Based Fees and Side-by-Side Management 

Compass does not charge any performance-based fees. All fees are disclosed above. 

Item 7 - Types of Clients/Minimum Account Size 

Description 

Compass makes its advisory services available to a wide variety of clients including,but not 

limited to, individuals, high net worth individuals, pension and profit sharing plans and 

participants, trusts, estates, charitable organizations, corporations and other business entities. 

Account Minimums 

Although Compass does not generally have any conditions for providing its services, Compass 
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Representatives may negotiate a base fee for all services. 

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

Methods of Analysis and Investment Strategies 

Compass’ security analysis methods may include fundamental analysis, technical analysis,  

charting and cyclical analysis. 

The main sources of information for analysis include financial newspapers and magazines, 

inspections of corporate activities, research materials prepared by others, corporate rating 

services, annual reports, prospectuses, filings with the Securities and Exchange Commission, and 

company press releases. 

Additional research tools and sources of information that Compass may use include mutual fund 

and stock information provided by unaffiliated third parties (e.g., Morningstar, etc.) and many 

other reports located on the Internet using the World Wide Web. 

Compass may utilize the following investment strategies when implementing investment advice 

given to clients: 

 Long Term Purchases: (securities held at least a year) 

 Short Term Purchases: (securities sold within a year) 

 Trading: (securities sold within thirty (30) days) 

 Options (contract for the purchase or sale of a security at a predetermined price 

during a specific period of time) 

Strategic and Tactical Asset Allocation may be utilized with domestic mutual funds, exchange-

traded funds, or stocks and bonds as the core investments. Global mutual funds, sector funds and 

specialty exchange-traded funds may be added as satellite positions. Portfolios may be further 

diversified among large, medium and small sized investments in an effort to control the risk 

associated with traditional markets. Investment strategies designed for each client are based 

upon specific objectives stated by the client during consultations. Clients may change their 

specific objectives at any time. Each client executes an Investment Policy Statement that 

documents their specific objectives and their desired investment strategy. 

 

Risk of Loss 

Investing in securities involves a significant risk of loss which clients should be prepared to bear. 
Compass’s investment recommendations are subject to various market, currency, economic, 
political and business risks, and such investment decisions will not always be profitable. Clients 
should be aware that there may be a loss or depreciation to the value of the client’s account. 
There can be no assurance that the client’s investment objectives will be obtained and no 
inference to the contrary should be made. 

 
Generally, the market value of equity stocks will fluctuate with market conditions, and small- 
stock prices generally will fluctuate more than large-stock prices. The market value of fixed 
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income securities will generally fluctuate inversely with interest rates and other market conditions 
prior to maturity. Fixed income securities are obligations of the issuer to make payments of 
principal and/or interest on future dates, and include, among other securities: bonds, notes and 
debentures issued by corporations; debt securities issued or guaranteed by the U.S. government or 
one of its agencies or instrumentalities, or by a non-U.S. government or one of its agencies or 
instrumentalities; municipal securities; and mortgage-backed and asset- backed securities.  These 
securities may pay fixed, variable, or floating rates of interest, and may include zero coupon 
obligations and inflation-linked fixed income securities. The value of longer duration fixed income 
securities will generally fluctuate more than shorter duration fixed income securities. Investments 
in overseas markets also pose special risks, including currency fluctuation and political risks, and it 
may be more volatile than that of a U.S. only investment. Such risks are generally intensified for 
investments in emerging markets. In addition, there is no assurance that a mutual fund or ETF will 
achieve its investment objective. Past performance of investments is no guarantee of future results. 
 
Additional risks involved in the securities recommended by Compass include, among others: 

 

• Stock market risk, which is the chance that stock prices overall will decline. The market 
value of equity securities will generally fluctuate with market conditions. Stock markets 
tend to move in cycles, with periods of rising prices and periods of falling prices. Prices 
of equity securities tend to fluctuate over the short term as a result of factors affecting the 
individual companies, industries or the securities market as a whole. Equity securities 
generally have greater price volatility than fixed income securities. 

• Sector risk, which is the chance that significant problems will affect a particular sector, 
or that returns from that sector will trail returns from the overall stock market. Daily 
fluctuations in specific market sectors are often more extreme than fluctuations in the 
overall market. 

• Issuer risk, which is the risk that the value of a security will decline for reasons directly 
related to the issuer, such as management performance, financial leverage, and reduced 
demand for the issuer's goods or services. 

• Non-diversification risk, which is the risk of focusing investments in a small number of 
issuers, industries or foreign currencies, including being more susceptible to risks 
associated with a single economic, political or regulatory occurrence than a more 
diversified portfolio might be. 

• Value investing risk, which is the risk that value stocks not increase in price, not issue the 
anticipated stock dividends, or decline in price, either because the market fails to 
recognize the stock’s intrinsic value, or because the expected value was misgauged. If the 
market does not recognize that the securities are undervalued, the prices of those 
securities might not appreciate as anticipated. They also may decline in price even though 
in theory they are already undervalued. Value stocks are typically less volatile than 
growth stocks, but may lag behind growth stocks in an up market. 

• Smaller company risk, which is the risk that the value of securities issued by a smaller 
company will go up or down, sometimes rapidly and unpredictably as compared to 
more widely held securities. Investments in smaller companies are subject to greater 
levels of credit, market and issuer risk. 

• Foreign (non-U.S.) investment risk, which is the risk that investing in foreign securities 
result in the portfolio experiencing more rapid and extreme changes in value than a 
portfolio that invests exclusively in securities of U.S. companies.  Risks associated with 
investing in foreign securities include fluctuations in the exchange rates of foreign 
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currencies that may affect the U.S. dollar value of a security, the possibility of 
substantial price volatility as a result of political and economic instability in the foreign 
country, less public information about issuers of securities, different securities 
regulation, different accounting, auditing and financial reporting standards and less 
liquidity than in the U.S. markets. 

• Interest rate risk, which is the chance that prices of fixed income securities decline 
because of rising interest rates. Similarly, the income from fixed income securities may 
decline because of falling interest rates. 

• Credit risk, which is the chance that an issuer of a fixed income security will fail to pay 
interest and principal in a timely manner, or that negative perceptions of the issuer’s 
ability to make such payments will cause the price of that fixed income security to 
decline. 

• Exchange Traded Fund (ETF) risk, which is the risk of an investment in an ETF, 
including the possible loss of principal. ETFs typically trade on a securities exchange 
and the prices of their shares fluctuate throughout the day based on supply and 
demand, which may not correlate to their net asset values. Although ETF shares will 
be listed on an exchange, there can be no guarantee that an active trading market will 
develop or continue. Owning an ETF generally reflects the risks of owning the 
underlying securities it is designed to track. ETFs are also subject to secondary market 
trading risks. In addition, an ETF may not replicate exactly the performance of the 
index it seeks to track for a number of reasons, including transaction costs incurred by 
the ETF, the temporary unavailability of certain securities in the secondary market, or 
discrepancies between the ETF and the index with respect to weighting of securities or 
number of securities held. 

• Management risk, which is the risk that the investment techniques and risk analyses 
applied by Compass may not produce the desired results and that legislative, regulatory, 
or tax developments, affect the investment techniques available to Compass. There is 
no guarantee that a client’s investment objectives will be achieved. 

• Real Estate risk, which is the risk that an investor’s investments in Real Estate Investment 
Trusts (“REITs”) or real estate-linked derivative instruments will subject the investor to 
risks similar to those associated with direct ownership of real estate, including losses from 
casualty or condemnation, and changes in local and general economic conditions, supply 
and demand, interest rates, zoning laws, regulatory limitations on rents, property taxes and 
operating expenses. An investment in REITs or real estate-linked derivative instruments 
subject the investor to management and tax risks. 

• Investment Companies (“Mutual Funds”) risk, when an investor invests in mutual funds, 
the investor will bear additional expenses based on his/her pro rata share of the mutual 
fund’s operating expenses, including the management fees. The risk of owning a mutual 
fund generally reflects the risks of owning the underlying investments the mutual fund 
holds. 

• Commodity risk, generally commodity prices fluctuate for many reasons, including 
changes in market and economic conditions or political circumstances (especially of key 
energy-producing and consuming countries), the impact of weather on demand, levels of 
domestic production and  imported commodities, energy conservation, domestic and 
foreign governmental regulation (agricultural, trade, fiscal, monetary and exchange 
control), international politics, policies of  OPEC, taxation and the availability of local, 
intrastate and interstate transportation systems and  the emotions of the marketplace. The 
risk of loss in trading commodities can be substantial. 
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 Cybersecurity risk, which is the risk related to unauthorized access to the systems and 
networks of Compass and its service providers.  The computer systems, networks and 
devices used by Compass and service providers to us and our clients to carry out routine 
business operations employ a variety of protections designed to prevent damage or 
interruption from computer viruses, network failures, computer and telecommunication 
failures, infiltration by unauthorized persons and security breaches.  Despite the various 
protections utilized, systems, networks or devices potentially can be breached.  A client 
could be negatively impacted as a result of a cybersecurity breach.  Cybersecurity breaches 
can include unauthorized access to systems, networks or devices; infection from computer 
viruses or other malicious software code; and attacks that shut down, disable, slow or 
otherwise disrupt operations, business processes or website access or functionality.  
Cybersecurity breaches cause disruptions and impact business operations, potentially 
resulting in financial losses to a client; impediments to trading; the inability by us and 
other service providers to transact business; violations of applicable privacy and other 
laws; regulatory fines, penalties, reputational damage, reimbursement or other 
compensation costs, or other compliance costs; as well as the inadvertent release of 
confidential information.  Similar adverse consequences could result from cybersecurity 
breaches affecting issues of securities in which a client invests; governmental and other 
regulatory authorities; exchange and other financial market operators, banks, brokers, 
dealers and other financial institutions; and other parties.  In addition, substantial costs 
may be incurred by those entities in order to prevent any cybersecurity breaches in the 
future.          

 Alternative Investments / Private Funds risk, investing in alternative investments is 
speculative, not suitable for all clients, and intended for experienced and sophisticated 
investors who are willing to bear the high economic risks of the investment, which can 
include: 

 loss of all or a substantial portion of the investment due to leveraging, short-selling 
or other speculative investment practices; 

 lack of liquidity in that there may be no secondary market for the investment and 
none expected to develop; 

 volatility of returns; 
 restrictions on transferring interests in the investment; 
 potential lack of diversification and resulting higher risk due to concentration of 

trading authority when a single adviser is utilized; 
 absence of information regarding valuations and pricing; 
 delays in tax reporting; 
 less regulation and higher fees than mutual funds; 
 risks associated with the operations, personnel, and processes of the manager of the 

funds investing in alternative investments. 

 Closed-End Funds risk, Closed-end funds typically use a high degree of leverage. They 

may be diversified or non-diversified. Risks associated with closed-end fund investments 

include liquidity risk, credit risk, volatility and the risk of magnified losses resulting from 

the use of leverage.  Additionally, closed-end funds may trade below their net asset value. 

 Structured Notes risk -   

o Complexity.  Structured notes are complex financial instruments.  Clients should 

understand the reference asset(s) or index(es) and determine how the note’s payoff 

structure incorporates such reference asset(s) or index(es) in calculating the note’s 
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performance.  This payoff calculation may include leverage multiplied on the 

performance of the reference asset or index, protection from losses should the reference 

asset or index produce negative returns, and fees. Structured notes may have 

complicated payoff structures that can make it difficult for clients to accurately assess 

their value, risk and potential for growth through the term of the structured note.  

Determining the performance of each note can be complex and this calculation can 

vary significantly from note to note depending on the structure.  Notes can be 

structured in a wide variety of ways.  Payoff structures can be leveraged, inverse, or 

inverse-leveraged, which may result in larger returns or losses.  Clients should carefully 

read the prospectus for a structured note to fully understand how the payoff on a note 

will be calculated and discuss these issues with Compass. 

o Market risk.  Some structured notes provide for the repayment of principal at maturity, 

which is often referred to as “principal protection.” This principal protection is subject 

to the credit risk of the issuing financial institution.  Many structured notes do not offer 

this feature.  For structured notes that do not offer principal protection, the performance 

of the linked asset or index may cause clients to lose some, or all, of their principal.  

Depending on the nature of the linked asset or index, the market risk of the structured 

note may include changes in equity or commodity prices, changes in interest rates or 

foreign exchange rates, and/or market volatility. 

o Issuance price and note value. The price of a structured note at issuance will likely be 

higher than the fair value of the structured note on the date of issuance.  Issuers now 

generally disclose an estimated value of the structured note on the cover page of the 

offering prospectus, allowing investors to gauge the difference between the issuer’s 

estimated value of the note and the issuance price.  The estimated value of the notes is 

likely lower than the issuance price of the note to investors because issuers include the 

costs for selling, structuring and/or hedging the exposure on the note in the initial price 

of their notes.  After issuance, structured notes may not be re-sold on a daily basis and 

thus may be difficult to value given their complexity.  

o Liquidity.  The ability to trade or sell structured notes in a secondary market is often 

very limited, as structured notes (other than exchange-traded notes known as ETNs) are 

not listed for trading on securities exchanges.  As a result, the only potential buyer for a 

structured note may be the issuing financial institution’s broker-dealer affiliate or the 

broker-dealer distributor of the structured note.  In addition, issuers often specifically 

disclaim their intention to repurchase or make markets in the notes they issue.  Clients 

should, therefore, be prepared to hold a structured note to its maturity date, or risk 

selling the note at a discount to its value at the time of sale.     

o Credit risk.  Structured notes are unsecured debt obligations of the issuer, meaning that 

the issuer is obligated to make payments on the notes as promised.  These promises, 

including any principal protection, are only as good as the financial health of the 

structured note issuer.  If the structured note issuer defaults on these obligations, 
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investors may lose some, or all, of the principal amount they invested in the structured 

notes as well as any other payments that may be due on the structured notes.   

 

There also are risks surrounding various insurance products that are recommended to Compass 
clients from time to time.  Such risks include, but are not limited to loss of premiums.  Prior to 
purchasing any insurance product, clients should carefully read the policy and applicable 
disclosure documents. 
 
Clients are advised that they should only commit assets for management that can be invested for 
the long term, that volatility from investing can occur, and that all investing is subject to risk. 
Compass does not guarantee the future performance of a client’s portfolio, as investing in 
securities involves the risk of loss that clients should be prepared to bear. 
 

Past performance of a security or a fund is not necessarily indicative of future performance or risk 

of loss.  
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  

Item 9 - Disciplinary Information 

Compass does not have any disciplinary information to report regarding itself or any of its 

Representatives or other related persons. 
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Item 10 - Other Financial Industry Activities and Affiliations 

Other Financial Activities 

Compass is not registered as a securities broker-dealer, futures commission merchant,  

commodity pool operator or commodity trading advisor. 

Affiliations 

Most persons associated with Compass are registered as securities representatives of Harbour  

Investments, a licensed, full-service securities broker-dealer. Harbour Investments is a member 

of the Financial Industry Regulatory Authority (“FINRA”). In this capacity, these Representatives 

may provide securities brokerage services and implement securities transactions on a commission 

basis. Clients should be aware that the receipt of additional compensation itself creates an inherent 

conflict of interest, and may affect the judgment of these individuals when making 

recommendations. Nevertheless, to the extent that a Compass Representative recommends the 

purchase of securities or other investment products where the representative receives commissions 

for doing so, a conflict of interest exists because the Representative may be incentivized to make 

recommendations based on the compensation received rather than on a client’s needs. 

Some of the Representatives of Compass are also insurance agents licensed with the Indiana 

Department of Insurance. As licensed insurance agents, these Representatives offer life, accident, 

health, variable and long term care insurance-related products to clients. Such compensation is in 

addition to, and separate from the compensation they receive from Compass for providing 

investment advice. Insurance products are available through channels not affiliated with the 

Adviser. Clients have no obligation to purchase insurance products through the IARs. 

Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal 

Trading 

Code of Ethics 

Compass maintains an investment policy for personal securities transactions at its business and it is 

part of the Adviser’s general Code of Ethics (the “Code”). The Adviser establishes the standard of 

business conduct for all employees that are based on the fundamental principles of openness, 

integrity, honesty and trust. The Adviser also maintains and enforces written policies reasonably 

designed to prevent the Adviser or any person associated with Adviser from misusing material non-

public information to comply with Section 204A of the Investment Advisers Act. Neither the 

Adviser, nor any related person of the Adviser, will recommend, buy, or sell securities within client 

accounts which the Adviser or a related person of the Adviser may have a material financial interest. 

A copy of the Adviser’s Code is available to any client or potential client upon request. 

Participation or Interest in Client Transactions 

The Adviser and/or its representatives may engage in securities transactions for their own  
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accounts, including the same or related securities that are recommended to or owned by clients of 

the Adviser. These transactions may include trading in securities in a manner that differs from, or is 

inconsistent with, the advice given to clients of the Adviser, and the transactions may occur at or 

about the same time that such securities are recommended to or are purchased or sold for client 

accounts. This creates a potential for a conflict between the interest of the clients and the interests 

of the Adviser and/or its representatives. 

Personal Trading 

To address the potential for conflict of interests, the Adviser has adopted a Code that applies to 

its representatives who have access to non-public information relating to advisory client accounts 

(“Access Persons”). The Code prohibits Access Persons from using knowledge about advisory 

client account transactions to profit personally, directly or indirectly, by trading in his/her 

personal accounts. Unless an enumerated exception exists, the Code also prohibits Access 

Persons who have discretionary authority over client accounts from executing a security 

transaction for their personal accounts during a blackout period that can extend from one to seven 

days before or after the date that a client transaction in that same security is executed. 

Item 12 - Brokerage Practices 

Broker-Dealer Selection 

Compass recommends broker-dealers to execute trade order for a client’s account, unless the 

client has provided instructions to Compass to the contrary. As an investment adviser, Compass 

has an obligation to seek “best execution” of client trade orders. “Best execution” means that 

Compass must place client trade orders with those broker-dealers that Compass believes are 

capable of providing the best qualitative execution of client trade orders under the circumstances, 

taking into account the full range and quality of the services offered by the broker-dealer. When 

selecting a broker or dealer, Compass may consider the following factors: (i) client preferences, 

(ii) execution capability and past execution performance, (iii) access to markets, (iv) commission 

rates, (v) financial standing of executing firm and counterparty risk, (vi) timeliness in rendering 

services, (vii) availability, cost and quality of custodial services, and (vii) continuity and quality 

of the overall provision of services. 

Compass may also purchase or sell debt securities through electronic trading platforms. These 

electronic trading platforms typically provide access to bids and offers from a greater number of 

dealers on a timely basis; however, these electronic platforms may impose an execution or 

transaction fee imbedded in the price paid or received for the security (i.e., a markup or 

markdown). 

Research and Other Soft Dollar Benefits 

Although it generally does not exercise discretion to select brokerage firms, Compass 

Representatives typically recommend the broker-dealer, Harbour Investments and/or the 

custodial services of Pershing (collectively “Service Providers”). 

Clients should be aware that there is no direct link between Compass and the Service Providers in 

connection with the advice Compass gives to clients. Compass receives economic benefits 

through the custody and operating relationships it has with the Service Providers that are 
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typically not available to the Service Providers’ retail investors. These benefits include the 

following products and services (provided without cost or at a discount): duplicate client 

statements and confirmations; research-related products and tools; consulting services; access to a 

trading desk serving advisory representative participants; access to block trading (which provides 

the ability to aggregate securities transactions for execution and then allocate the appropriate 

shares to client accounts); the ability to have advisory fees deducted directly from client 

accounts; access to an electronic communications network for client order entry and account 

information; access to mutual funds with no transaction fees; and discounts or no fees on a 

compliance, marketing, research, technology, and practice management products or services 

provided to Compass by third-party vendors. The Service Providers may also pay for business 

consulting and professional services received by Compass’s affiliated persons and may also pay 

or reimburse expenses (including travel, lodging, meals, and entertainment expenses) for 

Compass’s personnel to attend conferences or meetings relating to their service platforms or to 

their adviser custody and brokerage services generally. Some of these products and services made 

available by the Service Providers may benefit Compass, but may not benefit its client accounts. 

Such other services made available by the Service Providers are intended to help Compass 

manage and further develop its business enterprise, and such services do not depend on the 

amount of brokerage transactions directed to them. 

Clients should be aware that the receipt of the economic benefits described above by Compass 

from the Service Providers, in and of itself, creates a potential conflict of interest and may 

indirectly influence Compass’ recommendation of those Service Providers for custody and 

brokerage services. 

Compass and its Representatives may be eligible for incentive awards from Harbour 

Investments, which may affect product recommendations.  

Other than the services described above, Compass and its Representatives do not direct 

transactions and the commissions they generate (soft dollars) to brokerage firms or other parties 

to receive research or other benefits. Compass does not process transactions through Service 

Providers in return for Service Providers referring new clients to Compass. 

Order Aggregation, Allocation, and Rotation Practices 

In order to seek best execution for clients, the Adviser may aggregate contemporaneous buy and 

sell orders for the accounts over which it has discretionary authority. This practice of bunching 

trades may enable Compass to obtain more favorable execution, including better pricing and 

enhanced investment opportunities, than would otherwise be available if orders were not 

aggregated. Bunching transactions may also assist Compass in potentially avoiding an adverse 

effect on the price of a security that could result from simultaneously placing a number of 

separate, successive or competing, client orders. 
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It is within Compass’ sole discretion to bunch transactions and its decision is subject to its duty to 

seek best execution. Compass will aggregate a client’s trade orders only when Compass deems it 

to be appropriate and in the best interests of the client and permitted by regulatory requirements.  

All advisory clients participating in a bunched transaction will receive the same execution price 

for the security bought or sold. Average prices may be used when allocating purchases and sales 

to a client’s accounts because such securities may be purchased and sold at different prices in a 

series of bunched transactions. As a result, the average price received by a client may be higher 

or lower than the price the client may have received had the transaction been effected for the 

client independently from the bunched transaction. In addition, a client’s transaction costs may 

vary depending upon, among other things, the type of security bought or sold, and the 

commission or markup or markdown charged by the executing broker-dealer. 

The amount of securities available in the marketplace, at a particular price at a particular time, 

may not satisfy the needs of all clients participating in a bunched transaction and may be 

insufficient to provide full allocation across all client accounts. To address this possibility, 

Compass has adopted trade allocation policies and procedures that are designed to make 

securities allocations to discretionary client accounts in a manner such that all such clients 

receive fair and equitable treatment. If a bunched transaction cannot be executed in full at the 

same price or time, the securities actually purchased or sold by the close of each business day 

will generally be allocated pro rata among the clients participating in the bunched transaction. 

Adjustments to this pro rata allocation may be made, at the discretion of the Adviser, to take into 

consideration account specific investment restrictions, undesirable position size, account 

portfolio weightings, client tax status, client cash positions and client preferences. Adjustments 

may also be made to avoid a nominal allocation to client accounts. 

When Compass is not able to aggregate trades, Compass generally uses a trade rotation process 

that is designed to be fair and equitable to its clients. 

Directed Brokerage 

Compass will comply with any guidelines and/or limitations reasonably requested by a client 

relating to brokerage for the client’s account that are contained in the client’s investment 

management agreement. When possible, the Adviser will also observe any non-binding statement 

of client preferences with respect to brokerage direction. 

If a client directs the Adviser to use a particular broker-dealer for execution of the client’s trade 

orders (a “directed brokerage arrangement”), and the Adviser agrees to the arrangement, a client 

should understand that the Adviser may be unable to achieve best execution for the client’s 

transactions. Any costs related to the directed brokerage arrangement are not included in the 

Adviser’s fee, and the client is solely responsible for monitoring, evaluating and reviewing the 

arrangement with the directed broker-dealer and paying any commissions or markups or 

markdowns or other costs imposed by the directed broker-dealer. Additionally, the Adviser 

generally will not aggregate the client’s directed brokerage trade orders with orders for other 

clients of the Adviser or include such orders in its trade rotation process. 
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If the Adviser aggregates a client’s directed brokerage trade orders with trade orders for other 

clients of the Adviser, the Adviser may employ the use of “step-outs” to satisfy the client’s 

directed brokerage arrangement. A “step-out” occurs when an executing broker executes the trade 

and then “steps out” the trade to a clearing broker (which would be the directed broker-dealer in a 

directed brokerage arrangement) that confirms and settles the trade. In such a case, a client will 

bear the costs of any commissions, markups or markdowns imposed by the executing broker-

dealer in addition to the costs of any commissions, markups or markdowns imposed by the 

directed broker-dealer. 

If a client directs the Adviser to use a particular broker-dealer, and if the particular broker-dealer 

referred the client to the Adviser or if the particular broker-deal refers other clients to the Adviser 

in the future, the Adviser may benefit from the client’s directed brokerage arrangement. Because 

of these potential benefits, the Adviser may have an economic interest in having the client 

continue the directed brokerage arrangement. The benefits that the Adviser receives may conflict 

with the client’s interest in having the Adviser recommend that the client utilize another broker-

dealer to execute some or all transactions for the client’s account. 

Before directing the Adviser to use a particular broker-dealer, a client should carefully consider 

the possible costs or disadvantages of directed brokerage arrangements. 

Trading Error Policy 

If there is a trade error for which Compass is responsible, trades will be adjusted or reversed as 

needed in order to put the client’s account in the position that it would have been in as if the error 

had not occurred. Errors caused by Compass will be corrected at no cost to client’s account, with 

the client’s account not recognizing any loss from error. The client’s account will be fully 

compensated for any losses incurred as a result of any such error. If the trade error results in a 

gain, the gain may be retained by Compass. 

Item 13 - Review of Accounts and Reports 

Periodic Reviews 

Compass’ portfolio management team generally performs periodic reviews on transactions in 

each client account. The portfolio management team generally reviews reports documenting each 

account’s performance compared to the performance of a relevant benchmark index at least 

monthly.  

Review Triggers 

In addition to periodic reviews, Compass may conduct account reviews when a triggering event, 

like a change in client investment objectives, financial situation, market correction or client 

request occurs. 

Regular Reports and Electronic Delivery 

Written brokerage statements are generated no less than quarterly and are sent directly from the 

account custodian. These reports list the account positions, activity in the account over the 

covered period, and other related information. Clients are also sent confirmations following each 

brokerage account transaction unless confirmations have been waived. 
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All client correspondence, as well as all books and records of the Adviser, will be delivered and 

stored as electronic images and the originals of the electronically stored documents shall be 

destroyed. Thereafter, all electronic documents shall be deemed to serve as an original copy. 

Item 14 - Client Referrals and Other Compensation 

Client Referrals 

 

Compass does not currently have any client referral relationships. Thus, it does not pay any fee to 

a third party for making client referrals to it. Also, as indicated above, the firm does not direct 

brokerage transactions to any third party, in return for client referrals. 

Other Compensation 

Certain Compass Representatives have outside business activities that provide additional 

compensation. Please refer to Item 10 above for detailed information regarding the business 

activities, the compensation received, the related conflicts and how Compass mitigates such 

conflicts. 

Item 15 - Custody 

Pursuant to Rule 206(4)-2 of the Advisers Act, Compass is deemed to have custody of certain 

client funds because Compass has the authority and ability to debit its fees directly from clients’ 

accounts. To mitigate any potential conflicts of interests, all Compass client account assets will 

be maintained with an independent qualified custodian. Compass currently recommends that its 

investment management clients use Pershing for custodial services. Compass may only 

implement its investment management recommendations after the client has arranged for and 

furnished Compass with all information and authorization regarding its accounts held at Pershing 

or other acceptable qualified custodians. Clients will receive statements on at least a quarterly 

basis (generally monthly) directly from Pershing or other acceptable qualified custodians. Clients 

are urged to carefully review all custodial account statements and compare them to the statements 

provided by Compass. 

Item 16 - Investment Discretion 

Discretion Authority for Trading 

Clients can determine to engage Compass to provide investment advisory services on a 

discretionary basis. Prior to Compass assuming discretionary authority over a client’s account, 

the client is required to execute an investment management agreement with the Compass, naming 

Compass as client’s attorney and agent in fact, granting Compass full authority to buy, sell, or 

otherwise effect investment transactions involving the assets in the client’s name found in the 

discretionary account. 

Compass generally accepts reasonable limitations to its discretionary authority with respect to 

brokerage direction and securities selection, including the designation of particular securities 

or types of securities that should not be purchased for the client’s account, but the client may 

not require that particular funds or securities (or types) be purchased for the client’s account. 

Any such limitations agreed to by a client and Compass are generally included as an 

addendum to the client’s investment management agreement or in a separate letter of 
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understanding. When possible, Compass will also attempt to observe any non-binding statement 

of client preferences with respect to factors such as brokerage direction, holding periods, and 

securities selection. 

Non-Discretionary Authority for Trading 

Clients may also select Compass’ non-discretionary service module. Clients retain final say in 

investment selection and decision making. Compass works closely with the client to tailor 

investment strategy to the client’s goals and needs, and consults with the client prior to making 

trades or other changes to the investment portfolio. The Adviser proactively provides the client 

with investment ideas and a view on current market situations but no transactions are carried out 

without prior client approval. Compass’ non-discretionary services also include, amongst other 

things, (i) careful monitoring of the client’s portfolio to ensure that it remains within investment 

guidelines; (ii) regular performance updates; and (iii) access to seasoned investment professionals 

prior to making final investment decisions. 

Investment Consulting 

Compass also assists clients with the selection and monitoring of retirement plan assets, offering 

a well-designed and well-documented process. Compass seeks to design an overall investment 

menu utilizing a risk-budgeting process that addresses the different expectations of return found 

in varying asset classes. Compass seeks strong managers that complement each other, creating 

overall value to the client and plan participants. 

Item 17 - Voting Client Securities 

Compass and its Representatives do not vote proxies on behalf of clients who will receive such 

notices from their account’s custodian. Compass also does not take any action on legal notices it 

or a client may receive from issuers of securities held in a client’s managed account. Any 

questions on these policies and procedures should be directed to Chris Swanson  who is 

responsible for updating, maintaining or changing these procedures. 

Item 18 - Financial Information 

Compass does not require or solicit fees of more than $1,200 six months or more in advance, thus 

no financial statement for Compass is attached. In previous years, Compass received payments 

from broker-dealer representatives that strengthened the financial condition of the firm. These 

payments are ongoing and subject to a contract by and between Compass and the broker-dealer 

representatives. Without the payments, the financial condition of Compass may be impaired and 

limit the firm’s ability to meet contractual commitments to clients. 
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Privacy Policy 

Preserving trust is a core value. Compass Financial Advisors, LLC (“Compass”) recognizes 

that clients expect us to protect the information they provide us and to use it responsibly. 

We are strongly committed to fulfilling the trust that is the foundation of our clients’ 

expectations. For that reason we have adopted and adhere to the following policy regarding 

the privacy of client information. 

Why We Collect And How We Use Information.  

When we evaluate your request for our services, provide investment advice to you and place 

transactions for your account, you typically provide us with certain personal information 

necessary for us to provide these services. We may also use that information to offer you other 

services we or an affiliate may provide which may meet your investment needs. 

What Information We Collect.  

The information we collect may include: name and address; employer; Social Security number or 

tax payer identification number; assets; income; account transactions; investment and other 

financial product positions and balances; investment objectives; accounts at other institutions; 

transactions at other institutions, including affiliates; the identities of accountants, attorneys and 

other professionals you engage. Information we receive from third parties, including credit 

bureaus; and information we obtain to verify your representations to us, such as your identity and 

assets. 

We Limit How, and With Whom We Share Your Information 

We do not sell your personal information to anyone. We may disclose information about you 

with your consent to our employees, affiliates, representatives and their affiliated businesses. We 

may disclose information to nonaffiliated third parties when providing services to you. 

Nonaffiliated third parties may include retirement plan sponsors or third party administrators, 

mutual fund companies, insurance companies and agencies, third party advisory firms, banks, 

broker-dealers, transaction clearing firms, accountants, lawyers, securities professionals, 

companies that assist us with the maintenance of required records, and others to assist us, or 

them, in providing services to you. 

We may also share information with companies that perform services on our behalf, such as the 

companies that we hire to perform marketing or administrative services. Companies we may hire 

to provide support services are not allowed to use your personal information for their own 

purposes. We may also make additional disclosures as permitted by law. 

We will also share the information we received from you as required by laws and rules applicable 

to you, client account service providers, Compass or Compass’s representatives. 

If you close your account, in the process of transferring your accounts we may share your 

information with the new broker-dealer, investment adviser or custodian that you or your 

Compass representative selects. Your Compass representative may use the personal information 

about you in his or her files to provide you with information regarding the new firm, account 

transfer procedures and documents. 
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If you prefer that we not share your nonpublic personal information (except in those 

circumstances described above that are permitted or required by law), you may opt out at any 

time by notifying us not to share information. To notify us, please call us at (260) 490-7878 . 

You will be asked to provide identifying client information at that time, including your Social 

Security Number. 

For accounts that are held jointly by more than one client, any of the account holders may opt out 

on behalf of the other account holders. Any opt out instructions received from one owner of a 

joint account will apply also to individual accounts in that person’s name, as well as other 

accounts held jointly by that person, based on the account information we have. 

How We Protect Information.  

Employees and our advisory representatives are required to comply with our established 

information confidentiality procedures. We also maintain physical, electronic, and procedural 

safeguards to protect information. For example, our computer systems utilize password protection 

to prevent access by unauthorized personnel. Compass ensures service providers provide 

assurances that they will restrict their use of the information provided about you. 

Access To and Correction of Your Information.  

Upon your written request, we will make available your information for review. Information 

collected in connection with, or in anticipation of, any claim or legal proceeding will not be made 

available. If your personal information with us becomes inaccurate, or if you need to make a 

change to that information, please contact us at the number shown below so we can update our 

records. Also, if you believe someone has accessed your account without authorization, please 

contact us as soon as possible. 

Further Information.  

For additional information regarding our privacy policy, or if you have any questions and/or 

concerns about your account or about our services, please contact us by writing to us at 9933 

Dupont Circle Drive West, Suite 100, Fort Wayne, IN 46825 or call (260) 490-7878.
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