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CONSENT ORDER 
 NO. 17-12858-COR

This is an order of the Securities Administrator issued under 32
M.R.S. §16412 with the consent of Saltwater Harbor Financial,
LLC (CRD #166473) (“Saltwater” or “the firm”) and Eric Simonds
(“Simonds”) (CRD #6153498). Saltwater and Simonds admit the
Findings of Fact and Conclusions of Law set forth below, agree to
the entry of this Consent Order, agree that it shall have the same
preclusive effect as an order issued after hearing, and waive their
rights to a hearing and to judicial review. Saltwater and Simonds
further agree that the firm and Simonds shall be precluded from
disputing the Findings of Fact and Conclusions of Law as set forth
herein in any other adjudicatory proceeding in the State of Maine.

I. FINDINGS OF FACT
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Saltwater is a Maine-licensed investment adviser with its1. 
principal place of business in Brunswick, Maine. Saltwater
has been licensed in Maine since April 8, 2013. At no time
was Saltwater licensed in Maine as a broker-dealer.

Simonds is the sole owner of Saltwater and the only
investment adviser representative employed by the firm. He
has been licensed in Maine as an investment adviser
representative since April 8, 2013. At no time was Simonds
licensed in Maine as an agent of a broker-dealer.

2. 

Saltwater and Simonds provide fee-only financial planning
services to clients to include advice related to non-traditional
investments such as promissory notes.

3. 

Woodbridge Wealth (“Woodbridge”), a company located at
14140 Ventura Blvd., Suite 302, Sherman Oaks, CA 91423,
is the issuer of the First Position Commercial Mortgage
(“FPCM”) products at issue in this matter.

4. 

On or about September 23, 2015, Woodbridge filed notice
with the Office that it was claiming a registration exemption
under Federal Rule 506(b), a “safe harbor” under Section
4(a)(2) of the Securities Act, for its Woodbridge Fund 3
offerings. Although this notice filing was made for the
Woodbridge Fund 3 offering, Rule 506(b) prohibits the
general solicitation of investors and the company appeared to
advertise these investments generally on its website as a
“simple, safer, and secured opportunity for individuals to
achieve their financial objectives.”

5. 

The Woodbridge Fund 3A offerings were not registered with
the Office and no registration exemption was claimed.

6. 

On or about October 26, 2016, the Maine Office of
Securities (the “Office”) received a complaint from Maine
resident 1, alleging that, in an introductory meeting with his
father, Maine Resident 2, Simonds had discussed and
recommended an investment in commercial loan interests
offered through Woodbridge. According to Maine Resident
1, Simonds allegedly told Maine Resident 2 that the
investment offered a “guaranteed 8% return,” and that if he
made a short-term investment of $150,000 he would receive
$1,000 per month for the duration of the investment period.
Simonds denies having used the word “guaranteed”.

7. 

This complaint led the Office to open an investigation into
Saltwater and Simonds’ sale of Woodbridge’s FPCM
interests.

8. 

Notification
Law
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Investigators from the Office interviewed Simonds on
February 17, 2017. Regarding the sales of Woodbridge’s
FPCM interests, Simonds said:

9. 

He first learned of these products from an unsolicited
phone message from Woodbridge representative Steve
Glick (“Glick”). Simonds at first ignored the message
from Glick;

a. 

At a subsequent meeting, Simonds’ Client 3
mentioned that she wanted to invest $300,000 in rental
properties. Simonds thought this was more risk than
she should assume;

b. 

Shortly thereafter, Glick called Simonds a second time
to describe Woodbridge’s FPCM program;

c. 

Simonds took the call this time, as he thought this may
be a safer way for Client 3 to invest in real estate.

d. 

When asked about any due diligence he performed prior to
recommending the FPCMs, Simonds said:

10. 

He asked Woodbridge for, received, and reviewed
references;

a. 

He read all the promotional materials Woodbridge
provided on the program;

b. 

He researched the program on the internet and saw that
securities regulators in Massachusetts and Texas had
taken action against Woodbridge, specifically for sales
of FPCMs and that Woodbridge was prohibited from
further offering or selling of FPCMs in those states
unless and until sales personnel were properly licensed
and the FPCMs were properly registered as securities;
and

c. 

He nonetheless initially believed Woodbridge’s and
Glick’s statements that the notes then being offered
were not securities, and he likewise initially believed
Glick’s claim that subsequent corrections in the
wording of the FPCM instruments had addressed the
securities issues raised by the Massachusetts and Texas
regulators.

d. 

At no time did Saltwater and Simonds call the Office to
check the registration status of Woodbridge’s FPCMs in
Maine.

11. 
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At no time did Saltwater and Simonds disclose the fact that
Woodbridge had been prohibited from offering and selling
FPCM products by Massachusetts and Texas to the Maine
clients to whom he offered and sold the FPCMs.

12. 

Saltwater and Simonds sold Woodbridge’s FPCMs to the
following Maine investors:

13. 

Clients 1 and 2, October 18, 2016: $100,000
(Woodbridge Fund 3A)

a. 

Client 3, October 28, 2016: $150,000 (Woodbridge
Fund 3A)

b. 

Client 4, November 16, 2016: $50,000 (Woodbridge
Fund 3A)

c. 

Client 5, November 17, 2016: $50,000 (Woodbridge
Fund 3A)

d. 

Client 6, November 21, 2016: $50,000 (Woodbridge
Fund 3A)

e. 

Clients 7 and 8, December 2, 2016: $50,000
(Woodbridge Fund 3)

f. 

As compensation for recommending Woodbridge’s FPCMs,
Saltwater and Simonds were entitled to receive a 4%
commission on each sale from Woodbridge. Because of his
fee-only business model, Simonds did not feel it would be
ethical of him to collect such a large commission. To that
end, Simonds only accepted a 1% commission from
Woodbridge (which was commensurate with the 1% he
charged clients for their assets under management) and
yielded back the remaining 3% to the investor in each
instance to bring the investor’s return to 8%.¹

14. 

_____________________
¹At some point in 2016, the return on Woodbridge
investments incresed by one percent resulting in clients
making a 9% return rather than the original 8% discussed by
Simonds.

At one point, Woodbridge also offered a “Refer-A-Friend”
bonus in a flat amount ($1,000) for investor referrals meeting
certain conditions, thereby giving the first investor a bonus
based on the second investor’s purchase.

15. 

Saltwater and Simonds claim to have received “approval”
from Glick to have Client 3 receive a $1,000 referral bonus
from Woodbridge for a purchase of FPCMs by Client 6
despite the fact that Client 3 did not know Client 6 and
played no part in recommending or securing his investment.
A similar referral bonus was given to investor Client 5 for
the referral of Clients 7 and 8. Client 5 did not know Clients

16. 
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7 and 8 and played no part in recommending or securing
their investment.
During the Office’s interview of Simonds on February 17,
2017, Simonds learned that the Office was of the opinion
that these mortgage notes were securities and that, owing to
the absence of registration or applicable exemption,
Woodbridge was not authorized to offer such investments in
the State of Maine.

17. 

Following the interview, Simonds promptly took steps to try
to cancel each of the prior FPCM transactions entered into
by the Saltwater clients. Simonds learned that several
investments made by Saltwater clients had been “wait listed”
until projects became available that purportedly met
Woodbridge’s lending standards. Because these clients’
investments had not yet been placed, Simonds succeeded in
obtaining full refunds for Clients 1 and 2 ($100,000), Client
3 ($150,000), Client 4 ($50,000), and Client 5 ($50,000) by
March 3, 2017 or thereabouts. Woodbridge paid interest to
the clients on those amounts for the duration it held those
investments.

18. 

Simonds was unable to obtain cancellations or refunds for
Client 6 ($50,000) and Clients 7 and 8 ($50,000).

19. 

On December 4, 2017, the Woodbridge Group of
Companies, LLC, including Woodbridge Wealth, filed for
Chapter 11 bankruptcy protection and missed payments to
Client 6 and Clients 7 and 8.

20. 

On December 20, 2017, the Securities and Exchange
Commission filed a lawsuit in Miami federal court against
Robert H. Shapiro and Woodbridge Group of Companies
LLC, formerly based in Boca Raton, over allegations that the
business was a $1.22 billion "Ponzi scheme" that defrauded
more than 8,400 investors. A temporary asset freeze against
the company was issued by the court and it is unclear when
or if investors will get their money back.

21. 

II. CONCLUSIONS OF LAW

The Maine Uniform Securities Act (the “Act”) grants
authority to the Securities Administrator to take disciplinary
action against a licensee if she determines that it is in the
public interest and the licensee has engaged in unlawful,
dishonest or unethical practices in the securities business. 32
M.R.S. § 16412(4)(M). Pursuant to this authority, the
Securities Administrator may “censure, impose a bar on or
impose a civil fine in an amount not to exceed a maximum of
$5,000 per violation on a licensee.” 32 M.R.S. § 16412(3).
The Administrator may also order restitution against any
person that violates the Act. 32 M.R.S. § 16604(4).

1. 
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Pursuant to 32 M.R.S. § 16102(28), a security is defined to
mean, in part, a note.

2. 

Pursuant to 32 M.R.S. § 16301, it is unlawful for a person to
offer or sell a security in this state unless the security is a
federal covered security, exempt from registration, or
registered with the Office.

3. 

Pursuant to 32 M.R.S. § 16102(4), a broker-dealer is defined
as “a person engaged in the business of effecting transactions
in securities for the account of others[.]”

4. 

Pursuant to 32 M.R.S. § 16102(2), an agent of a broker-
dealer is defined as “an individual, other than a broker-
dealer, who represents a broker-dealer in effecting or
attempting to effect purchases or sales of securities or
represents an issuer in effecting or attempting to effect
purchases or sales of the issuer’s securities.”

5. 

Pursuant to 32 M.R.S. §§ 16401 and 16402, it is unlawful to
transact business in Maine as a broker-dealer or agent of a
broker-dealer or issuer unless licensed or exempt from
licensing.

6. 

By engaging in the conduct described above, Saltwater and
Simonds effected the sale of securities that were not a federal
covered security, exempt from registration, or registered with
the Office in violation of 32 M.R.S. § 16301.

7. 

By engaging in the conduct described above, Saltwater and
Simonds effected the sale of unregistered securities in Maine
and were doing so without being properly licensed as a
broker-dealer or agent of a broker-dealer in violation of 32
M.R.S. §§ 16401 and 16402.

8. 

Rule Chapter 515 § 14 provides that investment advisers and
investment adviser representatives (collectively hereafter
“advisers”) are fiduciaries and have a duty to act for the
benefit of their clients. The rule provides that “[w]hile the
extent and nature of this duty varies according to the nature
of the relationship … an investment adviser or investment
adviser representative shall not engage in dishonest or
unethical business practices.” Although the section lists
examples of practices that may be deemed to be dishonest or
unethical and that may constitute grounds for discipline
under § 16412(4)(M) of the Act, the section is not intended
to be all inclusive and therefore not limited to only those
practices enumerated therein.

9. 
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Saltwater and Simonds engaged in conduct that constituted a
violation of their fiduciary duties and would be grounds for
discipline under 32 M.R.S. § 16412(4)(M) by:

10. 

Failing to give appropriate weight to adverse
information about prior actions taken by
Massachusetts and Texas securities regulators against
Woodbridge regarding the sale of similar FPCMs.

a. 

Failing to inform Saltwater investors that Texas and
Massachusetts regulators had taken action against
Woodbridge for selling unregistered securities in those
states for sales of similar FCPMs.

b. 

Recommending to Saltwater clients mortgage-related
notes that had not been registered for sale in Maine as
securities.

c. 

Pursuing a scheme to credit Client 3 and Client 5 with
referral fees for sales to other clients.

d. 

This consent Order is in the public interest because it will
tend to protect Maine investors by deterring future
misconduct by Saltwater, Simonds, and others and will foster
public confidence in the securities industry.

11. 

III. ORDER

Simond’s investment adviser license is suspended for a
period of 45 calendar days beginning on July 16, 2018 and
ending at midnight on August 29, 2018. During any period
of license suspension, Simonds shall not engage in any
client-related investment advisory activities including the
provision of investment advice or the collection of fees.
During the period of suspension, Simonds may engage in
any administrative activities not involving client contact
necessary to facilitate the sale of Saltwater and/or the
transition of the firm’s clients to another investment advisory
firm.

1. 

Saltwater and Simonds have paid $50,000 restitution to
Client 6. Saltwater and Simonds shall jointly and severally
pay restitution of $50,000 for the benefit of Clients 7 and 8.
Payment of restitution shall be made by check payable to
“Treasurer, State of Maine,” and delivered to the Maine
Office of Securities, 121 State House Station, Augusta,
Maine 04333-0121 for further distribution by the
Administrator to Clients 7 and 8. Payment is due to the
Maine Office of Securities on or before July 3, 2018.

2. 

To the extent Client 6 and/or Clients 7 and 8 recover their
principal investments or a portion thereof from Woodbridge,
there is nothing in this Order that will prevent Saltwater and
Simonds from seeking assignment of such payment(s) from

3. 
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Woodbridge or repayment of any such amounts directly from
Client 6 and/or Clients 7 and 8
Failure to pay restitution as outlined in paragraph 2 above
may result in additional collection or administrative action
by the Administrator against Saltwater and Simonds.

4. 

Within 180 calendar days from the end of the period of
suspension, or prior to any re-licensure should Simonds not
continue on in business after the suspension, Simonds shall
be required to take and pass the Series 65 examination
without credit for any waivers previously granted to Simonds
or examinations taken and passed by Simonds.

5. 

Should Saltwater and Simonds continue in business
subsequent to the period of suspension, they must within 90
calendar days after the license suspension ends employ or
contract with an independent third party not unacceptable to
the Administrator who will review the firm’s Written
Supervisory Procedures (“WSPs”) and make any changes
necessary to assure compliance with state and federal
securities laws. The independent third party will provide a
report to the Administrator at the completion of the review,
no later than 180 calendar days from the date the license
suspension ends, confirming that the WSPs are reasonably
designed to ensure compliance with state and federal
securities laws and rules. The independent third party will
also verify that Simonds sufficiently understands the WSPs.
Should Simonds cease operation of Saltwater subsequent to
the period of license suspension, any future license for
Saltwater or other investment advisory firm owned or
controlled by Simonds will be subject to this same condition.

6. 

Should Simonds cease operation of Saltwater subsequent to
the period of license suspension and apply for licensure in
Maine with another investment advisory or broker-dealer
firm unaffiliated with Saltwater, that firm must agree to
institute heightened supervision of Simonds for a period of
not less than two years from the date of licensure. The firm
shall appoint a registered principal, approved in advance by
the Administrator, who shall supervise Simonds’ activities.
Simonds’ supervisor must be licensed with the State of
Maine at all times during which Simonds is associated with
the firm and licensed in Maine. The heightened supervision
shall include, at a minimum, a supervisory review and
approval of all transactions for Maine client accounts to
ensure that the securities being recommended are a federal
covered security, properly registered or exempt from
registration in Maine and that all appropriate disclosures
have been provided to the clients. A request to remove
Simonds’ heightened supervision after two years will be at

7. 
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the sole discretion of the Administrator.
Except as set forth above, the Securities Administrator
agrees to take no action adverse to Saltwater or Simonds
based solely on the same conduct known to the
Administrator and addressed in this Consent Order.
However, nothing in this Consent Order shall preclude the
Securities Administrator from: (a) taking adverse action
based at least in part on other conduct; (b) taking this
Consent Order and the conduct described above into account
in determining the proper resolution of any action based on
other conduct; or (c) taking any and all available steps to
enforce this Consent Order.

8. 

Saltwater and Simonds admit the Findings of Fact and Conclusions
of Law, agree to the entry of this Consent Order, agree that it shall
have the same preclusive effect as an order issued after hearing,
and waive their right to a hearing and to judicial review. Saltwater
and Simonds further agree that the firm and Simonds shall be
precluded from disputing the Findings of Fact and Conclusions of
Law as set forth herein in any other adjudicatory proceeding in the
State of Maine.

Saltwater Harbor Financial, LLC
By:

Date: June 19, 2018 s/Eric Simonds

Eric Simonds, Owner

Saltwater Harbor Financial, LLC

Date: June 19, 2018 s/Eric Simonds

Eric Simonds

Date: June 27, 2018 s/Judith M. Shaw

Judith M. Shaw

Securities Administrator

Last Updated: June 27, 2018 4:38 PM
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