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SECOND AMENDED ORDER TO SHOW CAUSE

WHEREAS, the Securities Division of the Office of the Maryland Attorney General (the
“Division”), pursuant to the authority granted in section 11-801 of the Maryland Securities Act,
Corporations and Associations Article, Title 11, Annotated Code of Maryland (2014 Repl. Vol.
and 2019 Supp.) (the “Act” or “Securities Act”), undertook an investigation into the securities
and investment advisory-related activities of Strudwick & Associates dba Strudwick Wealth
Strategies, Inc., Martin Barry Strudwick, Monterey Del Pacifico Partners LLLP, Costa Reit
Partners LLC, Costa Reit Mid-South LLC, Costa Reit Atlantic LLC, Costa Reit Chesapeake
LLC, Del Pacifico Hotel Partners S.A., Costa Playa Uno, LLC, Grupo Del Pacifico Development
Ventures S.A., Alma Hotel Partners S.A., and Villas Del Pacifico LLLP (collectively,
“Respondents”); and

WHEREAS, on the basis of that investigation the Maryland Securities Commissioner (the
“Commissioner”) has found grounds to conclude that Respondents have engaged and continue to
engage in acts or practices constituting violations of the registration and antifraud provisions of
the Act; and

WHEREAS, the Commissioner has determined that it is in the public interest to issue this

Second Amended Order to Show Cause;



NOW THEREFORE, pursuant to sections 11-301(2) and (3), 11-302(a)(2) and (3), 11-
302(c), 11-302(f), 11-303, 11-401, 11-402, 11-411(c) and (d), 11-501, and 11-412 of the Act, it
is hereby:

ORDERED, that Respondent SWS and Respondent Strudwick show cause why a final
order should not be issued revoking their registrations as an investment adviser and investment
adviser representative, respectively, and that each Respondent show cause why a final order
should not be issued against that Respondent imposing on that Respondent a permanent bar from
engaging in the securities and investment advisory business in Maryland, any other lawful
penalty under the Act, and a statutory penalty of up to $5,000 per violation.

I. JURISDICTION

1. The Commissioner has jurisdiction in this proceeding pursuant to section 11-801
of the Act.
Il. RESPONDENTS
2. At all times relevant to this matter, Strudwick & Associates dba Strudwick

Wealth Strategies, Inc. (“SWS” or “Respondent SWS”) has maintained a place of business in
Baltimore, MD. SWS was notice filed or registered with the Division as an investment adviser
from November 6, 1990 until December 31, 2016, when it failed to timely renew its registration.
SWS’s registration was reinstated as of January 1, 2017 pursuant to an Interim Order.

3. At all times relevant to this matter, Martin Barry Strudwick (“Strudwick” or
“Respondent Strudwick™) has maintained a place of business in Baltimore, MD. Strudwick was
registered with the Division as an investment adviser representative from March 11, 1999 until
December 31, 2016, when he failed to timely renew his registration. Strudwick’s registration

was reinstated as of January 1, 2017 pursuant to an Interim Order.



4. Monterey Del Pacifico Partners LLLP (“MDPP LLLP” or “Respondent MDPP
LLLP”) is a Maryland limited liability limited partnership that was organized in 2003. MDPP
LLLP maintained a place of business in Baltimore, MD. Strudwick is the general partner of
MDPP LLLP.

5. Costa Reit Partners LLC (“CRP LLC” or “Respondent CRP LLC”) was a
Maryland limited liability company that was organized in 2004. CRP LLC maintained a place of
business in Baltimore, MD. CRP LLC was formed by Strudwick, who served as CRP LLC’s
managing member. Its limited liability status was forfeited in October 2018.

6. Costa Reit Mid-South LLC (“CRMS LLC” or “Respondent CRMS LLC”) was a
Maryland limited liability company that was organized in 2004. CRMS LLC maintained a place
of business in Baltimore, MD. CRMS LLC CRMS LLC was founded by Strudwick, who served
as CRMS LLC’s managing member. Its limited liability status was forfeited in October 2018.

7. Costa Reit Atlantic LLC (“CRA LLC” or “Respondent CRA LLC”) was a
Maryland limited liability company that was organized in 2004. CRA LLC maintained a place
of business in Baltimore, MD. CRMS LLC was founded by Strudwick, who served as CRA
LLC’s managing member. Its limited liability status was forfeited in October 2018.

8. Costa Reit Chesapeake LLC (“CRC LLC” or “Respondent CRC LLC”) was a
Maryland limited liability company that was organized in 2004. CRC LLC maintained a place of
business in Baltimore, MD. CRC LLC was founded by Strudwick, who served as CRC LLC’s
managing member. Its limited liability status was forfeited in October 2018.

9. Del Pacifico Hotel Partners S.A. (“DPHP S.A.” or “Respondent “DPHP S.A.”)
was or is a company organized under the laws of Costa Rica. Strudwick was a founder of and

President of DPHP S.A.



10. Costa Playa Uno, LLC (“CPU LLC” or “Respondent CPU LLC”) was a Maryland
limited liability company that was organized in 2003. CPU LLC maintained a place of business
in Baltimore, MD. Strudwick was or is the managing member of CPU LLC. Its limited liability
status was forfeited in October 2018.

11.  Grupo Del Pacifico Development Ventures S.A. (“GDPD S.A.” or “Respondent
GDPD S.A.”) was a company organized under the laws of Costa Rica. GDPD S.A. maintained a
place of business in Maryland. GDPD S.A. was owned and/or controlled by Strudwick.

12.  Alma Hotel Partners S.A. (“AHP S.A.” or “Respondent AHP S.A.”) was a
company organized under the laws of Costa Rica. AHP S.A. was partially owned and/or
controlled by Strudwick.

13.  Villas Del Pacifico LLLP (“VDP LLLP” or “Respondent VDP LLLP”) was a
Maryland limited liability limited partnership that was organized in 2004. VDP LLLP
maintained a place of business in Baltimore, MD. Strudwick Management LLC was the general
partner of VDP LLLP. Strudwick was the manager and sole member of Strudwick Management
LLC. Its limited liability limited partnership status was forfeited in October 2016.

I1l. STATEMENT OF FACTS

On information and belief, the Commissioner alleges the following as the basis for this
Order:

14.  Strudwick is the sole owner and president of SWS, an investment adviser that has
been registered or notice filed with the Division since 1990.

15. Beginning in or before 2003, Strudwick also began offering investors and SWS
clients the opportunity to invest in partnerships or limited liability companies that he founded or

co-founded (the “related entities™) for the purpose of investing in real-estate and other projects in



foreign countries, with an emphasis on investments in Costa Rica.

16. In addition to founding or co-founding the related entities, Strudwick often
served as the general partner, general manager, managing partner, or executive director to the
related entities. According to SWS’s Form ADV filed with the Division in October 2012, the
estimated market value of the investments for which Strudwick served as “managing partner was
$50,000,000” as of March 2011.

17.  SWS operated out of an office building located in Baltimore, MD and shared the
office location with the related entities. According to Strudwick, the business activities of the
related entities were conducted on floors separate from SWS.

18. However, SWS and the various related entities also shared some of the same
employees.

Blurring the Lines between SWS and Investment Opportunities offered by Strudwick

19.  SWS has claimed that the investment opportunities offered by him and his related
entities were separate from his advisory business, disclosing in Form ADV filings made with the
Division that “participation in these projects is entirely separate from and independent of the
investment strategy and the client of Strudwick Wealth Strategies.”

20.  While attempting to distance the two, Strudwick often blurred the lines between
his advisory services and the investment opportunities offered through the related entities,
including by heavily promoting the investment opportunities to his advisory clients through
newsletters and through SWS’s website.

21. Strudwick used SWS’s website, www.noload.com, not only to market the

traditional advisory services that it offered to clients, but also to market the alternative

investment opportunities offered by him and his related entities.


http://www.noload.com/

22.  SWS’s website often contained pages marketing the Costa Rica-related or real-
estate related investment opportunities offered by Strudwick or the related entities as well as
other opportunities to invest in real-estate (the “alternative investment opportunities”). The
website also contained direct links to articles or publications that discussed the alternative
investment opportunities offered by Strudwick or the related entities.

23. SWS’s website had a page entitled “Alternative Investments” which discussed
Strudwick’s role as the co-founder and executive director of Del Pacifico at Esterillos. The page
described the “exceptional opportunities in condominiums and single family homes” offered by
the “community of Del Pacifico” and noted that “experienced investors will also find an
attractive array of development opportunities.” The page then directed viewers to Del Pacifico’s

webpage, www.Delpacifico.net.

24. A section of SWS’s website entitled Press and Podium often spotlighted articles
related to Strudwick’s investment activities. One such article was a July 2006 interview of

Strudwick by the Investment Advisor magazine. In this article entitled Going South for

Alternative Investments, Strudwick was described as a Baltimore-based financial advisor who
had “put together a partnership of 10 of his clients to purchase a $1.75 million, 350-acre swath of
land on the Pacific coastline of Costa Rica.” According to the article, Strudwick believed that
“non-traditional, non-U.S. dollar denominated assets such as Costa Rican real estate are really
the future of investing for retirement . . . so it would be wise for those who can afford it to
diversify away from dollar-denominated financial assets into non-dollar, hard assets.”
25.  The article went on to state:
Costa Rica is structured as a stock transaction, so its shares can be

purchased inside an IRA account with pre-tax dollars, Strudwick
says. The venture has already proved successful enough for


http://www.delpacifico.net/

Strudwick to close a first vehicle, Costa Reit I, and he is now
raising funds for Costa Reit Il. However, for those who do not
want this level of commitment, Strudwick also offers the
possibility for clients to simply purchase a condo unit in either the
Del Pacifico property or in any upcoming projects that Costa Reit
might build, he says.

26.  Strudwick and SWS also published a newsletter called Mutual Perspectives,
which was posted on SWS’s website. In one issue of the newsletter published in late 2004,
Strudwick invited the “friends and followers of Del Pacifico, Strudwick Wealth Strategies and
Costa Reit” to join him in Costa Rica for a four day “get-together to discuss Globalization and
New Investment Opportunities while meeting new friends and learning about Costa Rica!”

27. In another issue of the Mutual Perspectives newsletter, Strudwick wrote an article
entitled The Omni Asset IRA in which he questioned the financial motives of brokers and
financial advisors who recommended packaged products for IRA accounts, and discussed the
virtues of investing in alternative investments through an IRA account, stating: “If you’re tired
of being captive to your custodian, we’ve found a solution so flexible you can even use your IRA
account to invest in something as exotic as a beachfront condo in Costa Rica.”

28.  The article went on to state that the “Omni-Asset IRA Account can be a powerful
strategic tool” for a “creative investor looking to dedicate a portion of [his or her] retirement
account to alternative investments” and encouraged those who wanted more information on the
Omni-Asset IRA concept or how it works to contact Strudwick or Dan Somerville
(“Somerville”), an investment adviser representative for SWS, providing SWS’s name, street
address, and email address as the point of contact.

29. In a June 2005 newsletter to SWS advisory clients entitled Special Report,

Strudwick discussed the benefits of, and the “need for investors to find ‘alternatives’ to the



traditional holdings of stocks bonds and cash,” and encouraged his clients to contact him directly
to learn more about opportunities to invest in his land banking operations.

30. The newsletter also discussed how “private land banking and real estate
partnerships specializing in international real estate are a more direct way to participate in [the
globalization] trend” and how, by doing so, clients would “receive the benefits of professional
management and a well-diversified portfolio.”

31. In a circa 2007 Special Report referencing then Senator Obama’s run for

(13

presidency, Strudwick wrote: . as a professional investment advisor, I needed something
beyond the conventional “marketable security” investments for my clients. . . The solution?
International real estate — and the means to finance it — appeared to be a key piece of the puzzle. .
. So based on these and other factors, | created an investment pool of some $15 million and we
began buying cattle ranches on Costa Rica’s Central Pacific coast.”

32.  Another newsletter published by Strudwick and posted on SWS’s website, called
The Globalist Quarterly, actively promoted foreign real estate investment opportunities. A
January 2010 edition of the newsletter stated: “Special Pre-Release - New International Real
Estate Opportunity Under $100,000 . . . Lots start at under $100,000. Eligible for IRA
Investment! For details, please contact us!”

33. The lack of separation that existed between Strudwick’s advisory business and the
real estate investment opportunities offered through his related entities and the fact that
Strudwick incorporated the real estate investments into his investment advice is further
illustrated in an email exchange between Strudwick and an SWS advisory client.

34. In an October 5, 2005 email from an advisory client to Strudwick and another

SWS employee, the client asked Strudwick for investment advice regarding his investment in his



real estate investment:
| am writing you as my investment adviser, not as Executive
Director. My inclination is to maintain my modest investment in
the project. My only concern is my increasing desire to retire
(which will not happen for another two or three years- | hope) |
believe that down the line the Del Pacifico investment will be
worth more - all risks considered- than if | were to opt out now and
invest the money as we have been doing over these past several
years. | would appreciate your counsel.

In his reply to the client, Strudwick provided that advice:
This investment is less than 5% of your net worth. As your
investment advisor, I’d recommend that you stay in . . . You’ll
likely have all your capital back before you retire and then you’d
have a profit stream during your retirement years. There is also the
reinvestment risk of where you would put the money if you cashed
out. I’'m really not overly excited with the options in the markets
right now. Private equity and in particular foreign real estate has a
place in your investment portfolio right now.

35.  The claims made by Strudwick in SWS’s Form ADV filings and to investors
regarding the independence and separation of his advisory business from his other investment
opportunities were not accurate. Strudwick did not always separate the investment opportunities
offered through his related entities from his advisory services and often commingled the two.

Strudwick’s Investment Opportunities
Villas Del Pacifico LLLP

36.  On or about March 24, 2004, Strudwick formed VDP LLLP by filing a Certificate
of Limited Partnership with the Maryland Department of Assessments and Taxation.

37.  According to VDP LLLP’s offering memorandum, VDP LLLP was formed for
the primary purpose of purchasing twelve and a half acres of Costa Rican real estate to develop
24 condominiums.

38.  VDP LLLP’s offering memorandum further disclosed that “both the infrastructure

10



and condominium units [would] be developed by Mega Construcciones, S.A. a company owned
jointly by William Ramirez and M. Barry Strudwick.”*
39. In or about the Spring of 2004, Strudwick began soliciting investors to invest in
VDP LLLP. Strudwick and VDP LLLP eventually raised approximately $1,050,000 from 8
investors.
40.  One of the first and the largest investor was RF.
41.  Strudwick offered RF the opportunity to invest in VDP LLLP either as an equity
partner or as a lender.
42.  On March 8, 2004, Strudwick faxed to RF a Memo of Understanding (“MOU”)
that described the terms of both an equity investment and a loan.
43.  On the facsimile cover page to RF, Strudwick wrote:
This offer is only on the table for the next 24 hours. A deal with a
26% return on a loan or a potential 55% on an equity investment
doesn’t need to be.
This is “too good a deal” for you and I have other investors who
are ready to take over for you if you choose not to meet the
conditions set forth in this document.
44, Under the equity option, RF would invest $500,000 in VDP LLLP and receive
stock with a 12% dividend, payable semi-annually. RF also would receive a distribution of 25%
of the project’s net profit.
45.  The stock was expected to be retired as cash flows permitted, and once fully

retired, RF would no longer receive the 12% dividend but would retain the 25% profit interest.

46. Under the loan option, RF would make a $500,000 loan to the VDP LLLP project

! William Ramirez (“Ramirez”) co-founded or co-managed many of the Costa Rican
investment ventures with Strudwick.

11



at a 12% annual interest rate payable semi-annually plus an additional 10% sharing in the net
profits of the project.

47. The MOU represented that “as a key equity investor, we will also look to you as
part of our executive management team” which “would not be available as a lender to the
project.”

48. RF chose the equity option.

49.  Although RF chose the equity option, the MOU also included a provision under
which RF agreed to provide an “interim financing loan at 12% interest” to VDP LLLP to be used
to fund “preliminary design and permitting work.” Upon closing, the loan would be convertible
to an equity interest in VDP LLLP.

50. The MOU represented that the funds advanced for the preliminary design and
permitting work would be released to Mega Construcciones S.A. According to the MOU, a
“condominium development company formed by William Ramirez and Barry Strudwick [to] be
the builders of the Villas Del Pacifico project.”

51.  The MOU was signed by RF and by Strudwick, in his capacity as Partner for
Mega Construcciones S.A.

52.  Strudwick carried the representation regarding his ownership in Mega
Construcciones S.A. over to VDP LLLP’s offering memorandum.

53.  Strudwick has recently represented to the Division that he never had any
ownership interest in Mega Construcciones, S.A., despite written representations to the contrary
and Strudwick testifying in a 2007 SEC deposition (“SEC Deposition™) that he was an owner.

54.  VDP LLLP’s offering memorandum also did not disclose to investors that RF was

a member of VDP LLLP’s executive management team or had the ability to exercise any control
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with respect to VDP LLLP.
Costa Reit-related LLCs

55.  On or about June 16, 2004, Strudwick formed CRP LLC by filing Articles of
Organization with the Maryland Department of Assessments and Taxation. According to its
Articles, CRP LLC was formed to acquire, develop, lease, and sell real property in Central
America and to provide financing for real property acquisition and development in Central
America.

56.  Shortly after forming CRP LLC, Strudwick also formed through the Maryland
Department of Assessments and Taxation three related entities, CRMS LLC, CRA LLC, and
CRC LLC. The three entities shared the same purpose as CRP LLC, to acquire, develop, lease,
and sell real property in Central America and to provide financing for real property acquisition
and development in Central America.

57.  According to Strudwick, CRP LLC, CRMS LLC, CRA LLC, and CRC LLC were
commonly managed limited liability companies that jointly acquired portfolio properties, each
owning a pro rata interest in the portfolio properties. CRP LLC held the largest ownership
interest of 75.55%, with the other three collectively representing the remaining 24.55%. The
four LLCs are hereinafter collectively referred to as the “Costa Reit-related LLCs.”

58.  The relationship between the four Costa Reit-related LLCc, including their pro
rata ownership of portfolio properties was not disclosed in writing to investors prior to their
investment.

59. Strudwick was the managing member of the Costa Reit-related LLCs and, in that
role, controlled all disbursements for the acquisition, development, and financing of the real

property and investments. Ramirez was the Chief Operating Officer in charge of researching
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acquisition targets and managing the portfolio properties acquired by the Costa Reit-related
LLCs.
General Solicitation of CRP LLC investment

60.  Although the first of the Costa Reit-related LLCs, CRP LLC, was not formed
until July 2004, Strudwick began marketing the Costa Reit-related investment opportunities as
early as March 2004.

61. In a brochure dated March 10-14, 2004, Strudwick told potential investors that
Costa Reit LLC, which Strudwick described as a “land banking” corporation focused on the
booming real estate markets of Costa Rica, would be managed by Costa Reit S.A., Barry
Strudwick and William Ramirez. The brochure provided investors with a brief description of the
investment opportunity and listed key facts about the investment including that the offering was
called Costa Reit Uno, was priced at $50,000 per unit, was eligible for IRA accounts, was
available to accredited and non-accredited investors, and had a maximum size of $5,000,000
with $1,000,000 already allocated. Attached to the brochure was a Reservation Form for
investors to express their interest in the investment opportunity.

62. In March 2004, Strudwick posted this same information to a website established

by him called www.costareit.com.

63.  This website was available to the general public and solicited potential investors
for the investment opportunity.

64. Following the formation of CRP LLC, Strudwick subsequently changed his
marketing material to name CRP LLC, rather than Costa Reit LLC, as the “land banking”
partnership set up to invest in real estate opportunities in Costa Rica.

65.  An August 2004 version of www.costareit.com described the CRP LLC

14
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investment as follows:

Do you want to invest in the booming real estate markets of Costa
Rica. . . Then Costa Reit may be the alternative investment you
have been looking for! Costa Reit Partners LLC is a “land
banking” corporation focused on the booming real estate markets
of Costa Rica and other Central American countries such as
Panama, Nicaragua and Belize. Managed by Costa Reit S.A.,
Barry Strudwick and William Ramirez, who each have combined
their respective expertise in acquisitions, finance, project
management and development to form this joint venture. The
offering size for Cost[a] Reit Partners LLC is strictly limited by
SEC regulation to a maximum of $3,500,000. Once this limit has
been reached, no additional funds may be raised for a period of 12
months. Units will be offered at $1,250 each with a minimum
purchase of 20 Units.?

66. On or about August 19, 2004, Strudwick filed with the Division a Form D on
behalf of CRP LLC. At the time of the filing, according to the Form D, approximately $275,000
had already been raised from investors, with $150,000 coming from 4 Maryland investors.

67. By November 2004, approximately $680,000 had been raised from 18 investors,
with $355,000 coming from 10 Maryland investors.

68.  One of the non-Maryland investors to whom CRP LLC was offered and sold was
a Utah resident. As a result, Strudwick filed a Form D with the Division of Securities of the
Department of Commerce of the State of Utah (“Utah Division™).

69.  Upon Utah’s receipt of the Form D filing, a securities examiner for the Utah
Division reviewed CRP LLC’s website and, shortly thereafter, the Utah Division initiated an
investigation into CRP LLC’s activities.

70. On or about December 7, 2004, the Utah Division issued an Order to Show Cause

against CRP LLC. The Order alleged, among other things, that, based upon a November 23,

2 As discussed above, earlier versions of the website referred to the investment as “Costa
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2004 review of CRP LLC’s website by the Utah securities examiner, CRP LLC had engaged in
general advertising of its limited offering through its website. In its order, the Utah Division also
alleged that the website contained information that contradicted information contained in CRP
LLC’s Form D; namely, the Form D stated that the offering would not be offered to non-
accredited investors, but the website indicated that the offering would be “available to both
Accredited and Non Accredited investors.”

71.  As a resolution to the Order to Show Cause issued by the Utah Division, on or
about March 24, 2005, the Utah Division and CRP LLC entered into a Stipulation and Consent
Order wherein CRP LLC agreed to shut down its website and to refrain from offering or selling
non-exempt securities in or from Utah unless the securities were registered or subject to an
exemption from registration.

72.  Strudwick never notified the Division the fact that CRP LLC had engaged in
general solicitation and thus the CRP LLC offering did not qualify for an exemption filing.

73.  Between August 2004 and December 2006, CRP LLC raised more than $7.5
million from approximately 100 investors.®
Use of Unregistered Salespersons and Deceptive Marketing Tactics

74.  Strudwick engaged in an aggressive program to solicit investments in CRP LLC
and the other Costa Reit-related LLCs, using both employees and non-employees to solicit
investors.

75. Solicitors not only introduced potential investors to the Costa Reit-related LLC

investments, but also provided investors with the disclosure documents and subscription

Reit Uno LLC” and disclosed a maximum size of $5,000,000 with units offered at $50,000.
% The four Costa Reit-related LLCs together raised a total of more than $10 million.
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agreements for the investments, and sometimes forwarded those investor documents to
Strudwick’s Baltimore office.

76.  Strudwick and/or one of his related entities paid referral fees to persons who
referred investors to CRP LLC and the other Costa Reit-related LLCs.

77.  One solicitor had an agreement with Strudwick to pay him and/or his firm a 3%
referral fee. In the SEC Deposition, Strudwick testified that he and/or one of his entities paid a
referral fee to this individual as well as others who referred investors to the Costa Reit-related
LLCs. In the case of one referral, the solicitor received $3,000 for a $100,000 investment made
by an investor in CRP LLC.

78. Another solicitor referred a number of investors to the CRC LLC investment, at
one point writing in an email that he had solicited approximately $1.6 million from a number of
investors.

79.  The persons recruited by Strudwick to solicit investors for the Costa Reit-related
LLCs were not registered with the Division as issuer agents or broker-dealers.

80.  The use of sales persons to solicit investors on behalf of the Costa Reit-related
LLCs or related entities, and the compensation of those persons, was inconsistent with
representations made by Strudwick, through prior counsel, in a February 9, 2005 no action letter
filed with the Division. As a basis for seeking relief from having to register as a broker-dealer,
Strudwick, through prior counsel, represented that “neither he nor any other person is paid any
sales commissions or sales-based fees dependent on any sales of Interests in the Costa Reit
Entities that may be concluded” and “No one is paid any sales-based compensation.”

81.  The use of salespersons also is inconsistent with the Costa Reit-related LLCs’

offering memoranda, which stated that “the units will be sold only by the Managing Member.”
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82.  Strudwick filed with the Division more than twenty-five Form D amendment
filings on behalf of CRP LLC.

83.  Each Form D filing requested the issuer to “enter [certain identifying] information
... for each person who has been or will be paid or given, directly or indirectly, any commission
or similar remuneration for solicitation of purchasers in connection with sales of securities in the
offering.”*

84.  On each Form D filing, Strudwick, who signed each filing on behalf of CRP LLC
in his capacity as managing member, indicated that the item was not applicable or “N/A.”

85.  Strudwick also used manipulative sales tactics in soliciting investors to invest in
the Costa Reit-related LLCs.

86.  Strudwick used sales tactics that created a sense of urgency for investors to invest
in the Costa Reit-related LLCs sooner rather than later, telling investors things such as, “invest . .
. now (before it closes),” “This is about to close and we could still get you in here,” and “we
only have a total of about $450,000 left and then its 100% funded.”

87. In an email dated April 20, 2006 to a potential investor in CRP LLC, Strudwick
told the potential investor “we’ve already identified all the properties and I have an excellent
vantage point on their actual value, | think this is about as close to a slam dunk as you get.
Please let me know ASAP.”

88. In an email dated July 26, 2005, Strudwick told another investor that “If you have
[any] interest in getting in on this, | need to know now. . . . | think the deal is as close to a slam

dunk as you can get in this business.” Emphasis added. In the same email, Strudwick also

4 Strudwick repeated this misrepresentation in an August 2013 letter to the Division in
which he stated: “No commissions were paid to any person or entity in respect to the Limited
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solicited this potential investor’s advisory business, while promoting the success of his
investment performance for his advisory clients, stating: “Also, my more traditional investment
accounts are up about 6% for the first six months which was way ahead of the markets. Let me
know if you want to discuss. . .” A number of potential investors received a similar email
soliciting both their investment in CRP LLC and their advisory business.

89. In a March 10, 2006 email to an existing investor and advisory client, Strudwick
misrepresented the riskiness of the CRP LLC investment, stating: “Take $25,000 to $75,000
[from proceeds of recent farm sale] and add this to your Costa Reit subscription to bring this to
$100,000 to $150,000. This is just a modest risk investment as it’s backed by the hard assets of
real estate and | have a very good idea of the fair market value which is significantly higher than
the acquisition price. This is illiquid, but should produce returns of 20% annually or more.”
Emphasis added.

90. Strudwick’s description of the CRP LLC investment as a “moderate risk”
investment was inconsistent with CRP LLC’s offering memorandum which described the
purchase of CRP LLC shares as “speculative, and [involving] a high degree of risk.”

The Rivers Sale

91. CRP LLC’s offering memorandum disclosed that CRP LLC would invest in
Central American real property through investment in Costa Reit S.A., a Costa Rican real estate
acquisition corporation controlled by Strudwick and Ramirez.

92. Costa Reit S.A. would “acquire properties directly or by a purchase of equity in
another real estate holding entity” and hold those properties for future resale. Those properties

would then periodically be sold and cash would accumulate in Costa Reit S.A.

‘Accredited Investor’ Offering in which the MRs invested.” The MRs invested in CRP LLC.
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93.  CRP LLC’s offering memorandum further disclosed that CRP LLC intended to
impose a five-year lock up period “for all proceeds that the Company receives from the date of
closing of this offering.” During this five year period, “any capital proceeds or profits that the
[CRP LLC] receives by the sale of properties during that period would be reinvested into other
portfolio properties.” According to CRP’s offering memorandum, the 5-year lock up policy was
intended to “maximize the dollar value of the ultimate distribution to Company investors.”

94.  The offering memorandum also disclosed that, “in order to align the interests of
management with the economic interests of Company’s investors and to maximize the amount of
cash available to acquire properties,” Strudwick and Ramirez may receive a 20% equity
participation interest in each portfolio property “in lieu of normal and customary finders’ fees,
financial consulting fees, real estate consulting fees, and real estate sales commissions.”
Alternatively, Strudwick and Ramirez could accept cash compensation for their management
Services.

95.  Strudwick and Ramirez exercised the option of the 20% direct equity participation
interest in lieu of cash compensation.

96.  Costa Reit S.A. acquired several portfolio properties. One of those properties
called The Rivers was, according to Strudwick, a 600-acre inland farm purchased for
approximately $1.25 million.

97. In or about 2006, the Rivers property was sold for approximately $7,000,000.

98. Payments for the sale were made in installments with $3,500,000 paid upfront and
the remaining $3,500,000 over the course of an 18 month period pursuant to an interest bearing
note. In total, $7,775,276 was realized from the sale.

99.  There were four installment payments: $3,500,000 in November 2006;
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$1,700,000 on or about May 28, 2008; $300,000 on or about June 10, 2008; and $2,253,276 on
or about June 27, 2008.

100. Strudwick and Ramirez each received 10% of the installment payments or a total
of $775,328 each.

101. CRP LLC investors, however, received very little of the proceeds.

102.  In a December 2008 letter to CRP LLC investors, Strudwick advised the investors
that “given the global financial crisis we have decided to conserve cash which will be used to
maintain the momentum of the project and thereby enhance and protect the value of our
holdings.”

103. The 20% payout per property was inconsistent with the purpose behind creating
the structure, which was to “align the interests of management with the economic interests of the
Company’s investors and to maximize the amount of cash available to acquire properties.” The
payout did neither. Strudwick and Ramirez paid each other a significant amount of money,
while the CRP LLC investors received very little of the sales proceeds, demonstrating that
Strudwick’s and Ramirez’s interests were not aligned with the economic interests of investors.

104. The payout also did the opposite of “maximiz[ing] the amount of cash available to
acquire properties.” Strudwick and Ramirez paid themselves more than $1.55 million of funds
that could have been preserved to maximize the amount of cash available to acquire properties,
putting their financial interests ahead of the partnership and its underlying investors.

105. Moreover, Strudwick and Ramirez collected fees based on the gross sales
proceeds of the Rivers property, rather than the net proceeds; thus, failing to take into account a
pro rata portion of the $1.25 million costs associated with purchasing the land.

Loans to Related Entities
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106. CRP LLC’s offering memorandum disclosed that “As management will require
extensive due diligence on each prospective investment opportunity, we do not expect to deploy
the full amount raised as a result of this offering in the initial 12 month period. Accordingly, we
will consider the attractiveness of providing construction loans and/or equity investments in
commercial, condominiums, or other residential development projects.”

107. The offering memorandum further disclosed that “fully secured projects with a
maturity of less than 3 years, the market is currently in the range of 10 — 15% plus loan
origination fees up to 3%.” Emphasis added.

108.  Strudwick caused CRP LLC to loan investor subscription proceeds and $2.6
million of the Rivers sales proceeds to other entities owned and/or controlled by him.

109. Some loans were made at 0% interest, while other loans carried an interest rate of
up to 12%. Many, if not all, of the loans were unsecured by collateral at the time they were
made.>

110. The interest rates on the related party loans, many of which were not fully
secured, were not consistent with and below the going market rate disclosed in CRP LLC’s
offering memorandum.

111. Strudwick caused CRP LLC to make a number of loans to Costa Chica,
Strudwick’s movie production company. In the SEC Deposition, Strudwick told the SEC that
some of the funds were loaned to aid Costa Chica in getting the production of the movie started

and to supplement Costa Chica’s investment subscriptions, while Strudwick told an investor that

® In 2009, after being questioned by an investor, Strudwick discussed the possibility of
securing some of the loans with collateral. In a May 2010 update to CRP LLC investors,
Strudwick told investors that he had secured construction loans made by CRP LLC with 20 acres
of beachfront property contiguous to the Canals property and reduced the interest rate on the
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funds were loaned because Costa Chica was considering using CRP LLC property for a movie
set.

112. Regardless, CRP LLC’s offering memorandum did not disclose to investors that
loans would be made to non-real estate related projects.

113.  Strudwick and CRP LLC did not disclose to investors in writing prior to their
investment that loans to third parties would be unsecured.

Purchase of MDPP LLLP shares

114.  Strudwick also caused CRP LLC to buy out investors in MDPP LLLP, a related
real estate-related investment fund.

115. MDPP LLLP was formed in or about 2003 to “purchase three hundred forty acres
of real estate located in Costa Rica” by investing in and funding Monterey Del Pacifico S.A., a
foreign company that would acquire the property. The property was expected to be sold within
five years of the property’s acquisition.

116. A little less than 20 investors had invested approximately $1.8 million in MDPP
LLLP.

117. In or about October 2005, Strudwick reached out to his MDPP LLLP investors by
letter with an offer to purchase all or a part of their shares in MDPP LLLP at a 70% return.

118. In the letter, Strudwick discussed that MDPP LLLP was changing its focus from
that of a “simple low risk land flip” to that of a high end resort community.

119. In a section of the letter entitled “Offer to buy all or part of your shares,”
Strudwick wrote:

Because the estimated time frame and the risks involved are

loans to 6%.
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considerably higher, I think it’s only fair to give you the option to
reduce your holding or exit at this time while still capturing a
handsome return.

Initially my personal expectations were that | thought this project
could produce a 25% to 35% net annual return to investors. | also
said I thought we would have a 3 to 7 year holding period. | still
believe that those are very achievable results.

120. The letter further listed potential current values of the property owned by MDPP
LLLP at prices ranging from $3,500,000 at a distress liquidation sale up to $20,000,000 at a fully
developed value, but later in the letter also mentioned that “no one is interested just in the initial
350 acre Monterey Del Pacifico parcel.”

121. The sale price ranges represented Strudwick’s “best guess” based his “working
knowledge of the market and estimate of the incremental value added by various improvements
and synergies with other related land holdings.”

122.  Strudwick did not seek an independent valuation or appraisal for this transaction
for which he negotiated on behalf of both entities and their underlying investors, but thought that
70% was a good return.

123.  Approximately five of the MDPP LLLP investors took Strudwick up on his offer
to purchase their shares at a 70% return.

124.  Strudwick caused CRP LLC to pay those investors more than $1 million for their
shares, with a significant portion of the funds coming from the proceeds of the Rivers
transaction.

125. Most, if not all, of the CRP LLC investors were not told that their investment

funds or the proceeds that they believed would be used to repay their investment was being used

to pay investors in another one of Strudwick’s investments a return of 70%.
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Rescission to Select Few Investors

126. During the time that Strudwick was actively soliciting investments in CRP LLC,
some investors requested to rescind their investment in CRP LLC.

127. In February 2006, one investor sent Strudwick an email asking whether he
intended to tender a rescission offer to investors in CRP LLC.

128.  Strudwick responded by asking the investor if he wanted to sell his shares.

129.  Strudwick returned the investor’s funds with interest.

130.  Another investor was refunded his funds after complaining to Strudwick about the
manner in which he was solicited.

131. In an October 31, 2005 email to Strudwick, the investor wrote: “I really did not
know the full story of the investment more so the longer term nature of it. When we had
originally spoken the intent was a short term deal that would get us both comfortable with doing
business with each other. . .”

132.  Strudwick replied by stating: “I will be letting some more people into Costa Reit
and will cash you out then. We’ll just consider it a non transaction.”

133. In a subsequent email dated November 16, 2005, the investor wrote Strudwick
stating:

Barry, I think that I'm a bit confused. When we first spoke about
this several months ago it was fully subscribed and you were
about to make the sale to the Russian guy and let me in to get a
relationship started. | entered with no real understanding of the
investment and you said that if it did not go you would just return
the money . . . As | had mentioned to you before that had | known
the deal was long term | would never had done the investment,
with the new house Charleston project and a baby on the way

things are getting tight right now.” Emphasis added.

134.  According to Strudwick, he returned the investor’s funds.

25



135.  Other investors were allowed to rescind their investment. Some investors were
paid interest while others were not.

136.  Strudwick did not disclose to other investors that he was allowing some investors
to rescind their investments or using funds invested by subsequent investors to refund current
investors’ funds.

Failure to Provide Annual Financial Statements

137. CRP LLC’s Operating Agreement, which was initially executed on August 5,
2004 by Strudwick, as the initial member, and reaffirmed on September 29, 2006, stated that
“within seventy-five (75) days after the end of each taxable year of the Company, the Managing
Member shall cause to be sent to each Person who was a Member at any time during the
accounting year then ended, an annual compilation report, prepared by the Company’s
independent accountants in accordance with standards issued by the [AICPA].”

138. The operating agreement of other Costa Reit-related LLCs contained identical
language.

139. The July 2004 version of CRP LLC’s offering memorandum given to investors
also disclosed this fact.

140.  Investors, including DA and RK and the Z’s, did not annually receive financial
statements from Strudwick or the Costa Reit-related LLCs, contrary to what was disclosed in the
offering memorandum and/or required by their operating agreements.

141. Over the years, some investors even expressed concerns about the lack of
financial information and financial transparency with respect to their investment in CRP LLC.

142.  Strudwick and the Costa Reit-related LLCs did not disclose to investors that they
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were operating in violation of CRP LLC’s operating agreement.
Misrepresentation Relating to Key Officers

143.  The offering memorandum for each of the 4 Costa Reit-related LLCs included a
section listing the experience and background of the “Officers and Key Personnel.”

144. Each version of the memoranda listed Strudwick as the Vice President of, and as
having a significant ownership interest in, Mega Construccionnes.

145.  As discussed above, however, this representation made to investors was false.

146. CRP LLC’s offering memorandum listed Dan Somerville as the chief financial
officer (“CFO”) of CRP LLC; however, Somerville never served in that capacity.

147.  Strudwick did not disclose to investors that Somerville was not CRP LLC’s CFO.
DA and RK Investments

148. DA and RK first became acquainted with Strudwick in the late 1990s, when
Strudwick was providing advisory services through his former firm, Grant Strudwick LLC.
Strudwick began managing the retirement program for DA’s employer. DA was a participant in
the retirement program.

149.  Strudwick, through his advisory firm, also began managing DA’s individually
managed accounts.

150. In or about 2003, Strudwick recommended and solicited DA’s and RK'’s
investment in Costa Playa Uno, LLC (“CPU LLC”), a Maryland limited liability company
formed by Strudwick.

151.  According to CPU’s private placement memorandum (“PPM”), CPU LLC was
formed to invest in Costa Playa Uno S.A., which had the exclusive right to purchase 8.75 acres

of property in Costa Rica. CPU LLC was seeking to raise up to $800,000. Strudwick was the
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manager of CPU LLC and controlled Costa Playa Uno S.A.

152. In November 2003, at Strudwick’s recommendation, DA and RK purchased one
unit of CPU LLC for $25,000.

153. The PPM disclosed that Strudwick, as the manager, “would cause to be prepared
and sent to each member unaudited financial statements of [CPU LLC] . . . within ninety (90)
days after the end of each fiscal year.”

154. DA and RK did not annually receive financial statements from Strudwick or CPU
LLC, contrary to what was represented in the PPM.

155.  Although Strudwick periodically sent letters to CPU LLC investors indicating the
possibility of entering into a contract to sell the land owned by CPU LLC, the transactions were
never consummated. DA and RK still hold their investment with CPU LLC.

156. Around the same time of their CPU LLC investment, Strudwick also
recommended and solicited DA and RK to invest in CRP LLC.

157.  When DA and RK told Strudwick that they did not have the savings to invest in
CRP LLC, Strudwick recommended that DA and RK use IRA funds to purchase units in CRP
LLC.

158. In or about July or August of 2004, RK purchased 20 units of CRP LLC for
$25,000 at a price of $1,250 per unit. The units were purchased through RK’s IRA account.

159.  About nine months later, DA purchased an additional 40 units for $50,000.

160. At the recommendation of Strudwick, DA opened an IRA account at Charles
Schwab and purchased the CRP LLC units through that account.

161. In or about April 2005, DA opened an alternative investment custody account at

Charles Schwab.

28



162. An SWS employee completed the majority of the paperwork necessary to open
the account, writing in a letter dated April 7, 2005:
Enclosed please find the Schwab forms that will be necessary for
your $50,000 investment in Costa Reit Partners. In order to help
streamline this process, | have attempted to complete as much of
the information as was possible, however | will need you to fill in
any blank highlighted areas as well as to sign where indicated.

Thank you for your investment in Costa Reit Partners LLC and |
look forward to speaking with you in the near future.

The letter was sent on SWS’s letterhead.

163. In a letter also dated April 7, 2005, DA wrote Charles Schwab informing the
Alternative Investment Services department that she wished to purchase shares of stock in CRP
LLC through her Schwab IRA account. She also wrote the following:

| understand that the custodian of my Schwab account is not my
purchaser representative. My financial advisor has evaluated the
merits and risks of this investment. If the proposed purchase is
found acceptable, please forward Costa Reit Partners, LLC a check
in the amount of $50,000. This purchase does not constitute a
prohibited transaction.

164. Strudwick provided DA with the language to use in the letter, including the
language stating that her financial advisor had evaluated the merits and risks of the investment.

165. This language, with the exception of the amount invested and perhaps the
custodian’s name, was identical to the language used by many of the investors who wrote their
custodian informing the custodian of their recent purchase of CRP LLC.

166. Strudwick has repeatedly attempted to distance his advisory practice from the
Costa Rican investments offered by him and his affiliated entities when it benefits him. As

illustrated in this letter and as further demonstrated above, however, Strudwick used his position

as a financial adviser to recommend the Costa Rican investments to clients, including DA and
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RK, who had no reason to know of the Costa Rican investment other than through Strudwick,
relied upon his advice to make these investments.

167. Funds used to purchase DA’s CRP LLC units were transferred from her Charles
Schwab IRA account, an account that listed SWS as the investment adviser. The CRP LLC units
were listed on DA’s Charles Schwab statements as an “Other” equity investment.

168. Strudwick and CRP LLC did not disclose to DA and RK or other CRP LLC
investors that given the fact that it had engaged in general solicitations, the offering should have
been registered with the Division.

169. Strudwick and CRP LLC did not disclose to DA and RK or other CRP LLC
investors that Strudwick and Ramirez would receive proceeds from the sale of properties without
the investors sharing equitably in those proceeds, or that the proceeds received by them would be
based upon gross rather than net proceeds.

170. CRP LLC now appears to be a going concern and its underlying investors may
never recoup their investment. In or about 2016, a significant property owned by CRP LLC, the
Canals, was lost due to foreclosure.

171.  More recently, in October 2018, Strudwick has allowed CRP LLC’s status as a
limited liability company to be forfeited.

Loan and Financing Programs Promoted by Strudwick

172. In addition to soliciting investors to invest in the Costa Reit-related LLCs,
Strudwick began raising funds from investors through loan programs.

173.  One such program was the GDPD S.A. Loan Program.

174.  Strudwick periodically provided Costa Reit-related LLC investors with newsletter

updates. Ina July 5, 2005 update to Costa Reit investors, Strudwick ask the investors to “please
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let us know if you’d be interested in getting a 10% - 12% return on your money though Grupo
Del Pacifico private loan program.”

175.  Strudwick described the loans as “3 to 5 year loans secured by real estate or other
assets” and explained that “we’ve found that for some people this is a more comfortable fit than
the longer term equity nature of Costa Reit.”

176. Two investors solicited by Strudwick to invest in the GDPD S.A. loan program
were husband and wife RZ and HZ (the “Z’s”).

177. The Z’s were long time advisory clients of Strudwick and SWS, dating back to
when Strudwick managed a profit sharing plan in which RZ participated. Strudwick and SWS
also managed the Z’s regular and IRA accounts.

178. The Z’s also were investors in CRP LLC, having invested $50,000 with CRP LLC
on August 5, 2005, after being solicited by Strudwick.

179. Just three days later, on August 8, 2005, the Z’s entered into a five year
promissory note with GDPD S.A.

180. In exchange for lending $250,000 to GDPD S.A., GDPD S.A. promised to repay
the Z’s principal investment plus an annual interest rate of 12% on or before August 8, 2010. No
periodic interest payments were required.

181. The note was signed by Strudwick, as president of GDPD S.A..

182. The note stated that “all loan proceeds will be used solely to carry on a business
or commercial enterprise” and pledged “two (2) Rio Cottages located within the Del Pacifico at
Esterillos property in Esterillos Este, Costa Rica” as collateral for the note.

183. The two cottages listed as collateral in the note, however, did not exist at the time

of the note and were never built.
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184. During the SEC Deposition, SEC staff asked Strudwick about the purpose for the
loan with the Z’s and the use of the funds.

185.  Strudwick responded that the funds were used to build a model for the Rio
cottages. When asked whether it was built, Strudwick answered that it had not.

186. The SEC staff then asked what the Z’s funds were used for. Strudwick answered
that the funds were used “to work on plans for the Rio cottages and the permitting and other
activities.”

187.  On May 30, 2007, less than two weeks after the SEC Deposition, Strudwick wrote
the Z’s stating: “As we discussed in January when you visited Del Pacifico, the Rio Cottages
project has been put on hold as we have pushed ahead on the town center project. In auditing our
files, we noticed that the loan that you made to Grupo Del Pacifico Development Ventures S.A
on August 16, 2005 was collateralized by two Rio Cottages.”

188. The Z’s have no recollection of Strudwick notifying them of the Rio Cottages
project being put on hold prior to receiving this letter.

189.  Strudwick’s letter went on to state that “since we are not exactly certain when the
Rio Cottages project will begin, we would like to update the collateral on your loan and would
propose changing it from two Rio Cottages to two La Prada retail units (14A & B). These units,
which are already complete, are at comparable value to the Rio Cottages.” The Z’s accepted the
new collateral.

190. Neither Strudwick nor GDPD S.A. repaid the principal and interest owed to the
Z’s by the August 2010 maturity date.

191. The town center or shopping center, which was owned by Strudwick and Ramirez

or their related entity, Del Pacifico Shopping Center, S.A., housed the retail units. The town
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center or shopping center was foreclosed upon in or about 2013, but Strudwick failed to tell the
Z’s that their loan was no longer collateralized by the retail unit properties.

192. The Z’s grew frustrated with Strudwick’s excuses for why the note had not been
repaid, and on November 22, 2016, wrote a letter to Strudwick and SWS after not receiving
return calls to the numerous messages they left for Strudwick beginning in September 2016.

193. In the letter, the Z’s informed Strudwick that they had lost trust in him and had
moved their Schwab accounts from under his management.

194. The Z’s further expressed their disappointment relating to the failure of Strudwick
to repay the note or provide adequate communications regarding the note:

The next problem we have with you is the interest bearing note for
$250,000 we lent you for Costa Rica, this was a 5 year note that
you have been stringing us along for 11-12 years; the value as of
now must be over $500,000, with the interest rate you gave us.
Over the years we have trusted you to make good on this note, and
you have been giving us stories on land sales, and what have you.
We would like for you to reassure us that you have all intentions of
paying us back. It is time for us to retire and we have counted on
this money. We are very disappointed that you don’t communicate
with and give us some hope in recovering this large sum of money.

195. In December 2016, Strudwick entered into another promissory note with the Z’s,
but this time the note was with Monterey Park S.A., rather than GDPD S.A.. The note indicated
that it “related to funds advanced as working capital to a predecessor entity for the Monterey Del
Pacifico real estate development in 2005 for the operations and activities related to the Monterey
Del Pacifico real estate development.”

196.  Under the note, Monterey Park S.A. promised to pay the Z’s the principal amount
of $375,000 plus 4% simple interest accruing from January 1, 2017. Strudwick signed the note

as a representative of Monterey Park S.A.
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197. The note has a term of seven years and states that Monterey Park S.A. “will make
payments to be applied to the total amount of principal and interest due from sales related to its
economic interest in Monterey De Playa SA which is the entity which owns two parcels of land
comprising the real estate development known as Monterey Del Pacifico.” The note promises to
pay the Z’s 5% of land sales of $1,000,000 or less and 10% of land sales of $1,000,000 or more.

198.  Strudwick has not told the Z’s that one, if not both, of the properties from which
they are to receive payments have since been put into a trust and the proceeds from the sales of
the properties have been designated to be used to repay monies owed to a number of creditors.®

199. Despite the subpoena issued by the Division in 2017 requesting this and other
information (“2017 subpoena”), Strudwick did not produce the Z’s complaint letter or the 2005
promissory note to the Division, and only recently produced the 2016 promissory note.

200.  Strudwick and/or his related entities borrowed funds from other investors and/or
advisory clients.

201. In or about May 16, 2005, Strudwick, through a related entity that he owned and
controlled, borrowed funds from DM, who at the time of the note’s execution, was an advisory
client.

202.  According to the note, the proceeds of the loan were to be used “solely to carry on
a business or commercial enterprise.”

203. Although eventually repaid, the loan proceeds were used by Strudwick to
purchase a ranch in Parietta Puente Arenas, Costa Rica for Strudwick’s personal use. The

property was purchased by Strudwick through his company, Omni Asset S.A.

® The land registration number of one of the two properties listed in the promissory note
matches identically with the property named in the trust, while the registration number of the
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204.  Strudwick, through related entities that he owned and controlled, borrowed funds
from others including advisory clients such as MS who, in or about June 2005, loaned $150,000
to GDPD S.A. for general operating expenses. The note had an annual interest rate of 12% and
was due on or before June 2010. The note has not yet been repaid. This note and others were
not produced to the Division pursuant to its 2017 subpoena.

205. The loan programs offered by Strudwick and/or his related entities were not
registered as securities with the Division, or the subject of an exemption or notice filing.

206.  Neither Strudwick nor the various related entities that offered and sold promissory
notes to investors was registered as a broker-dealer or agent.

207. SWS’s Form ADV did not disclose that advisory clients would be solicited to
lend funds to Strudwick or his related entities.

Del Pacifico Premium Purchase Program

208.  Strudwick offered another financing program to investors called the Del Pacifico
Premium Purchase program (“DPPP program”).

209. In addition to being solicited to purchase units in CPU LLC and CRP LLC, DA
and RK were solicited to invest in the DPPP program.

210.  Strudwick recommended that DA and RK invest in Del Pacifico by purchasing a
condominium.

211. DA and RK were initially interested in purchasing a property in Costa Rica, but
decided they did not want a property so far away or the headache of renting the property to
generate income.

212.  Strudwick then explained a way in which DA and RK could make a return on

other property matches with the exception of the last digit.
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their investment without purchasing a property.

213. In or about May 2007, Strudwick approached DA and RK about the DPPP
program.

214.  Marketing material provided to DA and RK described the DPPP program as “our
exciting new financing option for the Del Pacifico La Prada town center and the Villas Del
Pacifico 2-bedroom condos.”

215. The marketing material discussed that a buyer normally has two options when
buying a condominium, taking delivery of the condominium when it is finished or flipping the
condominium during the construction period. The DPPP program offered a third option:

If you have made an initial deposit equal to $150,000 (or up to
50% of the purchase price) within 30 days after the completion of
construction of your condo unit, at your choice, you can sell your
sales contract on your condo to Grupo Del Pacifico for an amount
equal to your initial deposit amount of $150,000 plus a premium
based on a 15% APR.

So, if construction takes one year, you could sell your contract to
Grupo Del Pacifico for $172,500. This is 100% your choice.
Grupo Del Pacifico has also arranged financing to make this

possible.’

If you think about it, the Del Pacifico Premium Purchase gives you
“a free look period” to watch the evolution and profit potential of

Del Pacifico. . . . If these events don’t occur, you can then “opt
out” of the condo purchase by selling the contract to Grupo Del
Pacifico.

While we hope you take ownership of your condo and become a
long time member of our community, we also believe that in 6 or
12 months these condos will be worth considerably more than the
pre-construction prices. Grupo Del Pacifico is willing to put our
money where our mouth is and offer you this exceptional

"1t is unclear what financing Grupo Del Pacifico had arranged as, according to
Strudwick, the entity was a shell company.
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opportunity!

216. DA and RK again expressed that they were not interested in purchasing a
condominium unit.

217. In a May 22, 2007 email to Strudwick, DA also expressed some concerns
regarding the DPPP program, including the absence of a construction completion date set forth in
the materials provided to them.

218. Inresponse, Strudwick wrote:

The approxima[te] construction completion date will be April/May
of 2008. The units are already under construction today. All our
projects have been completed on time. In fact, our Town Center
project, which is 23 buildings is on schedule and at the half way
point. We have only gone $13,000.00 over budget. If a natural
disaster were to happen, we have insurance coverage with the
banks. Yes, the condo will be in your name, you would receive a
standard contract of sales. If the Del Pacifico project went
bankrupt it would have no effect on you, because the Villas Del
Pacifico condo project is its own discreet project and is not
subjected to the larger Del Pacifico project. The Villas Del
Pacifico condo project at this point is highly unlikely to have any
problems, because 29 of the 34 condos to be built are either sold or
under contract.

219. A separate Letter of Understanding executed between Strudwick, as the
representative for GDPD S.A., and DA and RK on May 23, 2007, memorialized GDPD S.A.’s
obligation to assume the sales contract for a purchase price equal to their initial deposit plus a
15% annual premium in the event DA and RK elected not to complete the purchase of Unit #53
within 30 days from completion of the unit.

220. Relying upon Strudwick’s assurances and his recommendation as their adviser, on

or about June 11, 2007, DA and RK entered into a purchase and construction agreement with

Villas Del Pacifico Esterillos Sun, S.A. (“Villas Del Pacifico™), to purchase a yet to be built
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condo known as Unit #53.

221. Neither the purchase and sale agreement nor the Letter of Understanding were
produced to the Division pursuant to the Division’s 2017 subpoena.

222. Unit #53 was owned by Mountain River 29 S.A, a Costa Rican incorporated
entity which was owned by Villas Del Pacifico. Strudwick owned and/or controlled Villas Del
Pacifico.

223. To effectuate the sale, DA and RK were to purchase 100% of the shares or
membership interests of Mountain River 29 S.A. from Villas Del Pacifico. Strudwick signed the
agreement on behalf of Villas Del Pacifico.

224.  The purchase and construction agreement required DA and RK to pay a $150,000
deposit, which they did in June 2007.

225. In or about late spring or early summer of 2008, DA and RK were mailed sales
documents to complete. When DA called Somerville to ask why they had received the
documents, Somerville told her that Unit #53 was finished.

226. DA advised Somerville that she and her husband did not want to purchase the
unit, but instead wanted their $150,000 deposit returned along with the promised interest.

227. In or about mid to late June 2008, DA called Strudwick to ask why they had not
yet received a return of their deposit plus interest, at which time Strudwick told DA that Unit #53
was not complete.

228. According to DA, when DA told Strudwick that Somerville had told her that the
condo was finished and forwarded her the sales documents for her completion, Strudwick
admitted that the condo was finished.

229.  When DA asked for the return of her deposit and the promised interest, Strudwick
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told DA that he first had to sell the unit and began characterizing the $150,000 payment as a loan
rather than a deposit.

230. DA reminded Strudwick that they were not told that the return of their deposit
was contingent upon the selling of the condo.

231. On or about August 20, 2008, DA emailed Strudwick informing him of the
importance of receiving the return of their deposit and promised interest in the next few months
and requesting a statement of monies owed to them.

232. In a response email, Strudwick told DA that Stephanie, one of his employees,
would send DA and RK a check for $26,743, representing accrued interest.

233. On August 26, 2008, Stephanie sent DA a statement showing their deposit of
$150,000 and accrued interest of $27,093.70 as of June 5, 2008. However, no check was sent.

234. In subsequent emails between August 2008 and December 2008, Strudwick tried
to persuade DA and RK to purchase the condo, making representations that sales were good,
condo prices were rising, and a Letter of Intent with Vail Resorts would have a positive impact
on condo values, resulting in a 100% increase in condo values over the next three years.

235.  When DA advised Strudwick that she and her husband would have to borrow
funds to purchase the condo, which they didn’t want to do, Strudwick offered her financing at
75% LTV at 8.9%.

236. In 2009, DA called Strudwick at least 6 times, until he would no longer take her
calls.

237.  When he did take her calls, he provided her with a number of excuses as to why
he couldn’t repay the deposit.

238. He told DA that he would repay her as other condo units were sold, but when she
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confronted him about the brisk condo sales advertised in one of his newsletters, he told her that
they were getting deposits on condos but closings were slow.

239.  Strudwick also told DA that he had won or settled a large judgment and would
repay her with the proceeds from the litigation, but subsequently told DA that the funds were no
longer available.®

240.  In April 2010, only after DA threatened to retain legal counsel, Strudwick sent
DA a $25,000 payment.

241.  An additional payment of $15,000 was made to DA and RK in 2011.

242. To date, DA and RK have received no additional repayment of their deposit or
interest.

Lot Repurchase Program

243.  Strudwick offered investors an investment opportunity that involved the purchase
of an undeveloped lot in Costa Rica with the right to sell back the lot at a 40% return within five
years.

244. In an article written by Strudwick entitled “Your Hard Asset Safe Haven in
Paradise” (“Hard Asset article”), Strudwick provided potential investors with “five powerful
reasons why investing at Del Pacifico at Esterillos is your best hedge against a falling dollar,
looming inflation, volatile financial markets and the coming US tax tsunami.”®

245. The second reason cited by Strudwick discussed two “investment options” --

“buy[ing] or build[ing] a condo or house, or simply buy[ing] a lot and sit[ting] back and

8 Beginning in or about 2009 and continuing into 2013, Strudwick did in fact began
receiving significant checks as a result of a litigation settlement or award. The funds were not
used to repay DA and RK.

® The “Your Hard Asset Safe Haven in Paradise” article was sent to some 43,000 people
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enjoy[ing] the appreciation with minimal taxes” — and how the two investment options provided
investors with “instant international diversification without headaches.”

246. The reason also pointed out the benefit of the recently added repurchase option:

Even better, Del Pacifico has added a special “repurchase option.”
If you decide not to build yourself or sell during the first 5 years,
the developer will repurchase the lot for 140% of the initial
purchase price! That’s a 7% compounded rate of return — certainly
better than the 2.5% you might get on a CD.

247. Investors were told that they could “utilize IRA funds to invest.”

248. In another article written by Strudwick, Strudwick told potential investors to
“think of this as a pure investment without all the emotional factors which enter into a second
home or condo decision making process.”

249. The lot repurchase investment also was referenced in a May 2009 International
Herald Tribune (“Tribune”) article which was posted to SWS’s website.

250. The Tribune article focused on the growing trend of “long-term investor[s]
seeking an alternative to stocks and other financial instruments” through the purchase of
residential developments. The Tribune article started out by discussing JB, a Baltimore
restaurateur, who had recently purchased a plot of land in Costa Rica, not because he was
planning to build his dream house or retire in Costa Rica, but because he was looking for a way
to diversify his investments.

251. According to the Tribune article, JB had recently purchased a half-acre parcel of
land in Del Pacifico from Strudwick for $225,000. In describing the investment, JB stated “it

offered a modest positive return and a good place to park some of my portfolio.”

252.  Strudwick spotlighted the Tribune article in his Hard Asset article. In this article,

and also received a significant amount of attention after being posted on Del Pacifico’s website.
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Strudwick wrote that the reporter for the Tribune article noted that “buyers such as [Mr. JB] are
increasingly seeking safe alternatives to stocks, bonds and other financial products.”

253.  Strudwick also used this article in connection with promoting the use of an IRA to
purchase a Del Pacifico lot, telling one potential investor in a May 16, 2009 email: “I thought
you’d like to see this article which just came out. Our project really is getting worldwide
attention! . . . The way it works is you will set up an IRA account with a non-traditional IRA
specialty custodian. Your IRA will then purchase the shares of the company that owns the lot.
Stacey will coordinate the paperwork here. It’s really pretty simple.”

254. JB and his wife, entered into a purchase and sale agreement to acquire an
undeveloped lot at Del Pacifico for $180,000 from Monterey De Playa S.A. by acquiring 100%
of the shares or membership interests in a Costa Rican limited liability company that owned the
lot.

255. JB was an advisory client of SWS and the lot purchased by JB was sold by
Strudwick and Del Pacifico.

256. The monies used to fund the land purchase were transferred from JB’s Charles
Schwab account that was managed by Strudwick and SWS.

257. JB’s lot, however, was not repurchased by Strudwick and Del Pacifico, as
promised.

258. Instead, Strudwick’s counsel has informed the Division that Strudwick executed
an extension with JB.

259.  Strudwick did however make several payments totaling $32,000 to JB, but such
payments stopped when Strudwick indicated he was no longer able to make the payments.

260. Those payments were more than what other investors received, including a couple
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that had to take the drastic step of suing Strudwick for the return of their investment funds.
KM and CM Investment in Lot Repurchase Program

261. The lot repurchase investment offered by Strudwick and Monterey De Playa S.A.
was heavily marketed to other potential investors, including other advisory clients.

262. KM and CM (the “M’s”), husband and wife, were advisory clients of SWS,
having entered into an advisory agreement with SWS in March 2009.

263. In May 2009, the M’s entered into a purchase and sale agreement to acquire for
$265,000 an undeveloped lot in the Del Pacifico at Esterillos development.

264. The purchase was solicited and recommended by Strudwick, and was sold by
Monterey De Playa S.A., a Costa Rican company Strudwick owned and/or controlled.

265. The M’s acquired the property by acquiring 100% of the shares or membership
interests in a Costa Rican limited liability company, White Cloud View W.C. Once S.A. (“White
Cloud”), that owned the lot.

266. The M’s purchase of the lot was substantially funded with assets they held in their
money market account at Charles Schwab, $110,000 of which was held in two IRA accounts at
Charles Schwab.

267. At the recommendation of Strudwick and SWS, the M’s transferred the assets
from their Charles Schwab IRA accounts to self-directed IRA accounts at Equity Trust, a third
party IRA custodian.

268. Stacey Murray (“Murray”), a dual SWS and Del Pacifico at Esterillos employee
acting at Strudwick’s direction, helped establish the IRA accounts for the M’s by forwarding the
paperwork for the two IRAs to Equity Trust and preparing the subscription agreements

associated with the investment.
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269. Murray also requested and worked with Equity Trust to expedite the transfer of
the M’s assets from Charles Schwab. When told there would be a $50 expedited transfer fee per
account, Murray told the Equity Trust representative that SWS would pay the fees and provided
Equity Trust with Strudwick’s credit card information.

270. In December 2008, prior to their investment, the M’s received several
solicitations from Strudwick or his employees relating to the Del Pacifico at Esterillos
investment opportunity. On December 19, 2008, Murray sent the M’s a letter stating, in part:

Here’s what Barry described as the ‘hard asset investment with a
solid floor.” With T-Bills now yielding 0% and the government
bailout likely leading to hyper inflation, the idea of purchasing a
building lot at Del Pacifico makes a lot of sense. Del Pacifico has
a special opportunity to purchase lots with a guaranteed 25%
return after 3 years and a 40% return after 5 years. . .
However, if at the end of the agreed term, you can also sell the lot
back to Del Pacifico at their contracted price.

271. The purchase and sale agreement obligated GDPD S.A. to buy back the lot by
repurchasing 100% of White Cloud shares from the M’s.

272. Strudwick failed to disclose to the M’s that GDPD S.A. had already failed to
timely repay other investors, including DA and RK.

273. Also, on December 19, 2008, Strudwick sent an email to potential investors
marketing the opportunity to join Strudwick on an upcoming Del Pacifico sponsored conference
call to discuss a “hard asset investment with a solid floor.”

274.  The email noted that t-bills were currently at 0% and stated, “you can purchase a

building lot in Costa Rica’s Del Pacifico Resort . . . and if you decide not to build in the next five

years, we will repurchase the lot for a 40% appreciation” (“40% 5-year buy-back guarantee”).

275. On December 30, 2008, Strudwick sent an identical or almost identical email
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reminding the M’s and other potential investors of the conference call.

276. In a December 30, 2008 email to Strudwick with the subject line “your call
today,” an associate of Strudwick, while apologizing for missing the call, stated that that
afternoon he had spoken with a “savvy investor” who was on “your call,” and asked about the
progress of the lot sales. In another email responding to a January 2, 2009 email from an
associate asking about the “progress on the lot sales,” Strudwick wrote: “I’m shaking and bakin’
and have some good prospects, but nothing yet. Had about 50 people on the conference call.
We’ll get it done somehow!”

277.  The 40% 5-year buy-back guarantee promised to the M’s was later reinforced by
Strudwick and Murray in an email exchange in April 2009 in which KM asked what they would
do with the Equity Trust IRA accounts when they sold the “lot back to Del Pacifico after the five
years,” Strudwick responded, “At this point in time you would have cash in your IRA account
which you would then consolidate back to your IRA at Schwab and close the alternative asset
IRA. Very simple to do.”

278.  Strudwick did not question or deny the existence of the 40% 5-year buy-back
guarantee.

279. As the time grew near for the M’s to sell their lot back to Del Pacifico at
Esterillos and/or GDPD S.A., KM contacted Strudwick to notify him of their intent to sell the lot
back.

280. In an email dated October 16, 2013, KM wrote to Strudwick with a cc: to Murray,
regarding the “funds we have in our accounts that are invested in the Del Pacifico lot.” KM
advised Strudwick that she and her husband “intend to return the property at the end of 5 years

(which will be next year) for the 40% investment offered with the buy-back program that we’re
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currently in. How should we proceed?”

281. In the same email, triggered by a notice received from Equity Trust requesting a
fair market valuation of the lot, KM asked if Strudwick or Murray should provide the valuation
to Equity Trust on their behalf.

282. Murray responded to KM’s email by stating that she could complete the fair
market value form.

283. However, neither Murray nor Strudwick addressed KM’s expressed desire to
return the real estate investment property at the end of the 5 year period for the 40% return
promised to the M’s.

284. In December 2013, the M’s met with Strudwick to discuss the 40% 5-year buy-
back guarantee, which was set to mature in May 2014. At this meeting, Strudwick for the first
time told the M’s that he and/or his related entities were illiquid and lacked the cash to
repurchase the lot or the shares due to the collapse of the Costa Rican real estate market and
other events at Del Pacifico at Esterillos.

285. The M’s, New Hampshire residents, filed a complaint with the State of New
Hampshire Bureau of Securities Regulation (“NH Bureau”).

286. The NH Bureau investigated the matter and, on June 13, 2018, issued a Consent
Order, to which Respondents SWS and Strudwick consented, ordering Respondents SWS and
Strudwick to pay restitution to KM and CM in the amount of $265,000.

Direct Investments in Costa Rican Real Estate

287. As discussed above, Strudwick also offered investors the opportunity to invest

directly in Costa Rican real estate through IRA accounts.

288. According to Strudwick, despite having previously offered condo investment
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programs, he claimed to have moved on from promoting investments in land plots to promoting
investments in condos, writing in one of his reports to investors:

It’s my firm belief that investing in high quality resort real estate in

Costa Rica—the Switzerland of Central America — offers you one

of the world’s best inflation hedges — as well as one of the best

ways to enjoy your time in the sun for years to come. I’'m not

talking about raw land. That game is over! I’m talking about five-

star hotels and condos in paradise.

289. Strudwick heavily marketed this “condo” investment option to potential investors,
including his advisory clients. He marketed the fact that it was not only an investment, but an
investor could “use and enjoy [their] investment.”

290. The “condo” investment option also was highlighted in Strudwick’s Hard Asset
article. The article described how an investor could purchase a condo through Del Pacifico,
which “automatically places each condo into its own separate private company similar to an
LLC.” An investor wishing to buy the condo then “simply purchase[s] 100% of the shares of the
company” which is “done by arranging a wire transfer and then simply signing the articles of
incorporation and operating agreement of the condo corporation and accepting the share
certificates. That’s it.”

291. Strudwick also marketed the fact that an investor’s “condo investment [could] be
professionally managed, [to include] all rental bookings, property up keep and replacement of
worn equipment.”

292. Strudwick further marketed that “all property are eligible to enroll in Del
Pacifico’s rental management program.”

GJ and MJ Investment

293. Strudwick offered the “condo” investment option to MJ and GJ, husband and wife
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(collectively, the “J’s”).

294. The J’s had a relationship with Strudwick dating back to the 1990s, when
Strudwick was providing advisory services through his former firm, Grant Strudwick LLC.

295. At the time, Strudwick’s firm managed a retirement platform that MJ participated
in through her employer.

296. Strudwick also had managed GJ’s assets, including 401(k) assets that GJ
transferred from a former employer to an IRA account established for him at Charles Schwab in
the late 1990s, and minor accounts for the J’s children.

297. The J’s trusted Strudwick’s advice, having been in a fiduciary relationship with
him for many years.

298. In or about 2008, Strudwick called GJ to invite him to travel to Costa Rica to
attend one of the gatherings sponsored by Strudwick and his companies.

299.  Strudwick periodically invited potential investors to these Costa Rica gatherings,
which typically lasted about 4 days, so that they could view projects and discuss investment
opportunities. The potential investors were responsible for their own airfare, but room and board
was provided by Strudwick and/or one of his real-estate related entities.

300. The J’s took Strudwick up on his offer and attended the gathering.

301. During the gathering, the J’s were given a tour of Costa Rica and shown finished
projects at Del Pacifico, but did not invest at that time.

302. The J’s visit to Costa Rica was followed up by phone calls from Strudwick
continuing to solicit their investment in Costa Rican real estate. Strudwick’s calls were followed
by an invitation to attend another gathering in Costa Rica in the spring of 2009.

303. During this second visit, the J’s expressed an interest in investing in a three
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bedroom condo. The J’s, who were interested in investing in a retirement home, were enticed by
Strudwick’s statements that their property would only appreciate in the years to come. The J’s
considered the investment in Costa Rica property “a big part of [their] retirement planning.”

304.  Upon their return to the U.S., the J’s were relentlessly pursued by Strudwick and
his employees.

305. On or about April 1, 2009, the J’s entered into a purchase and construction
agreement to purchase 100% of the shares or membership interests of the Sea and Sand Del
Pacifico 16 S.A. (“Sea & Sand”) from Villas Del Pacifico Cuatro Land S.A. (“Villas Del
Pacifico”), a company owned and controlled by Strudwick.

306. Per the agreement, the seller, Villas Del Pacifico, agreed to construct a 2000
square foot condominium unit for the J’s. All labor, materials, construction, and improvements
(“work”) were to be performed by Villas Del Pacifico or Mega Construcciones, the company that
Strudwick asserted in marketing materials was jointly owned by him and Ramirez.

307. In exchange for the shares or membership interests in Sea & Sand and the
property owned by it, and the work to be provided by the seller, the J’s agreed to pay to Villas
Del Pacifico a total purchase price of $550,000.

308. The agreement called for an upfront payment of a $50,000 deposit, with the
balance of the total purchase price due at closing, which was to take place within fifteen days of
substantial completion.

309. At the time the J’s entered into the agreement to purchase the shares or
membership interests in Sea & Sand, the J’s did not have the funds readily available.

310. Strudwick recommended that the J’s use their retirement assets to invest in Del

Pacifico.
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311. Strudwick told the J’s that MJ’s mutual fund assets had significantly declined in
the 2008 market downturn and were subject to hidden fees, and would be put to better use by
investing in Del Pacifico. Strudwick told the J’s that their investment in Del Pacifico would
quickly appreciate in value.

312. The J’s followed Strudwick’s recommendation, liquidating the vast majority of
the mutual fund investments and other assets they had saved for their retirement.

313.  Strudwick also recommended that the J’s set up an IRA account at a third party
IRA custodian to purchase the Sea & Sand shares through that account.

314.  In one of his newsletters, Strudwick wrote: “A common question is whether you
can use IRA funds to invest in condos. You can. There are several IRA custodians we have
worked with in the past who are familiar with Del Pacifico. However, if you use IRA funds, the
condo can’t be for personal use (when you visit, just rent the unit next door!).”

315.  Strudwick knew that the J’s purchase of the Sea & Sand shares was for both
investment and enjoyment purposes, however, Strudwick did not tell the J’s that their condo
could not be used for personal use if purchased through an IRA account, a method recommended
by Strudwick.

316. Similar to the process with the M’s, SWS assisted the J’s in establishing IRA
accounts at Equity Trust.

317. On June 17, 2009, Murray of SWS forwarded to Equity Trust two IRA
applications for the J’s and the account transfer form necessary to transfer GJ’s assets from his
Charles Schwab account, which at the time was being managed by Strudwick and SWS, and
MJ’s assets from her Mass Mutual annuity. Murray also requested that the applications be

expedited at the expense of SWS.
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318. On or about June 30, 2009, SWS facilitated the liquidation of the securities held
in GJ’s Charles Schwab IRA account and the transfer of those funds totaling approximately
$60,000 to an IRA account established in GJ’s name at Equity Trust.

319. Around the same time, on or about July 1, 2009, SWS facilitated the liquidation
of approximately $388,000 in retirement assets held in MJ’s Mass Mutual account and the
transfer of $374,000 of those assets to the IRA account established in her name at Equity Trust.

320. Once transferred to Equity Trust, on or about July 15, 2009, the funds were
subsequently transferred from the J’s Equity Trust IRA accounts to an account held at Bay
National Bank in the name of FG Monterey Del Pacifico. This account was controlled by
Strudwick.

321. Despite liquidating their retirement assets, the J’s still were short of the $550,000
purchase price by approximately $116,000.

322. At Strudwick’s recommendation, the J’s executed a promissory note to pay the
balance.

323.  Strudwick instructed two of his employees to draw up the promissory note for the
J’s to execute. The promissory note was between the J’s, as representatives for Sea & Sand, and
Villas Del Pacifico LLLP. The note required the payment of the principal amount of $116,000
and an annual interest rate of 8% on the unpaid balance. The note was due no later than 3 years
from the date of the final payment identified in the purchase agreement for Sea & Sand. The J’s
were personally liable for payment of the note.

324.  The shares or membership interests in the Sea & Sand were transferred to the J’s

through the execution of subscription agreements, which were executed by the J’s on or about

July 7, 2009.
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325.  The subscription agreements described how the J’s were subscribing for units in
Sea & Sand in exchange for payment to Sea & Sand.

326. The agreements required the J’s to acknowledge that they were acquiring the units
“for investment,” understood “the risks and terms of the Offering,” and were acquiring the units
“without having been furnished any offering literature or prospectus.”

327. The agreement further required the J’s to indemnify Sea & Sand and its managers,
officers “in connection with the purchase, sale or distribution by [the J’s] of the units in violation
of the Act or the securities acts of any states.”

328.  Strudwick told the J’s that their condo would be completed by Thanksgiving
2009. At Thanksgiving, however, the J’s condo remained an empty shell, the same way it was
when the J’s entered the agreement to purchase Sea & Sand’s shares.

329. Strudwick gave many excuses for why the J’s condo was not constructed, and
made numerous promises of its impending completion.

330. Despite the fact that the condo had not been built out, however, Strudwick
insisted that the J’s make payment on the promissory note. Strudwick was persistent in
requesting payment, suggesting to the J’s that the funds were needed to complete their condo.

331. In or about May 2011, Strudwick advised that the J’s refinance their primary
residence and referred them to an individual who had recently helped him refinance his house.

332. The source of the funds to pay the promissory note, however, did not come from
refinancing their home, but rather from MJ’s retirement funds.

333.  As before, the J’s were instructed to effect the transfer through their IRA account.

334. Murray again facilitated the transaction. In a letter to MJ dated October 19, 2011,

Murray wrote: “We will need to contact TIAA-CREF and request that they liquidate $140,000
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from the CREF stock.” Murray also provided MJ with documents to complete, including a
Direction of Investment, Subscription Agreement, Operating Agreement, and Purchase and
Construction Agreements.

335.  On or about November 30, 2011, the J’s made a payment of $138,000 to a PNC
Bank account in the name of FC Villas Del Pacifico LLP, an account controlled by Strudwick.
The payment included $16,000 in interest.

336. Despite the fact that their condo had not been completed, Strudwick not only
required the J’s to pay the balance owed on the purchase and sale agreement, but required the J’s
to pay an additional $16,000 in interest.

337. The J’s payment of the additional $138,000, however, did not result in the
completion of their condo.

338. The purchase and construction agreement stated that, at closing, ten percent of the
remaining unpaid amount of the total purchase price was to be put into escrow and released to
the seller only after all of the items listed on the punch list had been completed.

339. Although the J’s condominium wasn’t substantially complete, Strudwick failed to
hold any of the J’s funds in escrow, including the funds designated for a potential punch list.1°

340. Additionally, despite paying the full purchase price set forth in the purchase

agreement, the J’s later learned that ownership of the condo had not formally been transferred to

10 1n a June 22, 2009 email to MH, discussed below, Strudwick requested the release of
additional funds by MH in connection with his condominium because of a shortage of cash flow,
acknowledging the punch list requirement: “William tells me things are moving along, but it
would be extremely helpful if you could release some more funds as our cash flow is very tight
and William is very close to finishing. Would holding back the final $50,000 for the punch list
be reasonable? . .. I think at this point you also know we’re not going to disappear and because
the house is almost finished, this isn’t a great acceleration in the payment schedule.”

53



them.

341. Inan April 1, 2015 email from GJ to Strudwick, GJ told Strudwick that the HOA
administrator was demanding proof of the J’s ownership of the condo or the HOA would take
legal action to refund the J’s HOA payments to them and initiate legal action against Strudwick
to reclaim the condo.

342. By this time, the J’s had already been paying HOA fees and taxes on a property
that was not owned by them.*

343. It was only after learning that he himself may be liable for the HOA fees that
Strudwick took the steps necessary to transfer the property to the J’s.

344. The J’s have paid a substantial amount of HOA fees and taxes and, to this day,
continue to pay HOA fees and taxes for an uninhabitable condo.

345. Strudwick took possession of the J’s investment funds into bank accounts
controlled by him and had the primary obligation to ensure they were used as intended.

MH Investment

346.  Another investor in the condo investment program offered by Strudwick and his
affiliated entities recently filed a lawsuit against Strudwick and his entities in the Circuit Court
for Montgomery County. The lawsuit was filed by Villa Contenta CR, LLC, a company owned
by MH.

347. In 2007, Villa Contenta CR, LLC entered into a purchase and construction
agreement to purchase 100% of GDPD S.A.’s shares or membership interests in a Costa Rican

entity, which owned a condominium unit in the Villas Del Pacifico at Esterillos development.

11 As early as 2009, individuals who purchased other lots or condos from Strudwick and
his related entities also complained that their properties had not been legally transferred to them.
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348.  Strudwick and GDPD S.A. agreed to construct a condo on the property.

349. The agreement required Villa Contenta CR, LLC to pay a deposit of $200,000,
with the balance due at the time of completion of the condo.

350. In a separate 2007 agreement between the two parties (the “2007 letter
agreement”), upon completion of the condo, Villa Contenta CR, LLC had the right to assign the
property back to GDPD S.A. in exchange for the return of its $200,000 deposit plus interest of
12% per annum accruing from the date of the deposit made by Villa Contenta CR, LLC.

351. In December 2009, Strudwick approached MH about investing an additional
$100,000 with him.

352. According to a letter written to MH, Strudwick was in negotiations to acquire the
Xandari hotel and needed short term working capital to continue work on the Town Center.

353.  Strudwick told MH that he also was negotiating with Vail Resorts to manage the
hotel. Strudwick expressed his belief that the acquisition of the hotel and management of the
hotel by Vail Resorts could increase the value of MH’s condo by “100% over the next 3 years.”

354. Strudwick told MH that the $100,000 loan would be used by GDPD S.A. for
general operation purposes in connection with the completion of some condos in the “Town
Center” and would be repaid within 2 years at an interest rate of 12%.

355.  Strudwick provided MH with several repayment options, including the option of
reinvesting the amount of the loan into preferred stock of the Xandari hotel venture “on the same
terms and conditions as we issue preferred stock to other existing Del Pacifico owners/Investors
in the hotel.”

356.  Another option involved applying the $100,000 loan towards the purchase price

of the condominium purchased by Villa Contenta CR, LLC and once the Xandari deal was in
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place having the option of converting the entirety of the investment into shares in Xandari.

357. In an agreement dated February 4, 2010 between Villas Del Pacifico and GDPD
S.A., represented by Strudwick, and Villa Contenta CR, LLC, represented by MH, Villa
Contenta CR, LLC agreed to loan $100,000 to GDPD S.A.

358. In return, the $100,000 would be applied toward the total purchase price of the
condominium.

359. In addition to the options of purchasing the property upon its completion or
assigning the property back to GDPD S.A., Villa Contenta CR, LLC also would have the option
of purchasing preferred shares in the Xandari Hotel project in an amount equal to the amount of
the condo deposit and accrued interest on the same terms and conditions that were offered to
other investors in the Xandari Hotel project.

360. MH exercised his option to convert his $300,000 investment into shares of Del
Pacifico Hotel Partners, S.A., the entity that purportedly owned the Xandari Hotel, which had
been renamed to the Alma Del Pacifico Hotel.

361. Although making demands that Strudwick provide him with certificates
evidencing his ownership, those certificates were not provided to MH until May 2012.

362. At that time, MH learned that he was issued 382 shares of Class B non-voting and
3,808 shares of Class C non-voting stock in DPHP S.A. The only voting shares were owned by
Strudwick.

363. It also was at that time that Strudwick informed MH that Vail Resorts had ceased
operating the Alma Del Pacifico Hotel as of March 15, 2012.

364. The hotel’s financial condition soon worsened.

365. In 2014, Strudwick began soliciting additional funds from MH and other
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investors, telling investors that without the funds the hotel may be lost to foreclosure.

366. In an August 2014 DPHP S.A. newsletter, Strudwick provided investors with an
update regarding the financial insolvency of the hotel. Given the “financial crisis facing the
hotel,” Strudwick discussed that the voting shareholders had determined that the “only viable
alternative was to assign DPHP’s interest in the hotel operations to a new company with
sufficient funding to keep the hotel operational.”

367. As a result, a new company called Alma Hotel Partners (“AHP”) was formed.
AHP assumed $450,000 of existing operational debts and payments on the first mortgage on the
hotel of $2,795,000. DPHP only retained the rights to sue Vail Resorts for breach of contract.

368. As discussed below, Strudwick solicited additional investments in the newly
formed AHP. Strudwick also solicited funds from MH and other DPHP investors to fund
litigation against Vail Resorts. MH declined to invest.

369. MH was left with a virtually worthless investment in DPHP, which no longer
owned the hotel property or any other viable asset.

370. At the time he converted his $300,000 into DPHP stock, Respondent Strudwick
did not disclose to MH that he would not have full voting rights.

371. Respondents Strudwick, DPHP, and AHP did not disclose to MH that the
securities offered and/or sold to him by them were not registered or subject to an exemption or
preemption filing.

372. MH also was an investor in CRP LLC, having invested $100,000 in CRP LLC on
or about July 26, 2006.

Commonality of Strudwick’s Costa Rican Investment Programs

373. As the general partner or managing member or the owner of the entity that served
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as the general partner or managing member of the real estate-related LLCs or partnerships,
Strudwick controlled every aspect of his Costa Rican real estate-related activities.

374.  Strudwick caused one or more of the Costa Reit-related LLCs to invest in one or
more of his other real estate-related or movie production-related investment LLCs or
partnerships.

375. Strudwick also caused the various Costa Rican related entities that he owned
and/or controlled to make numerous loans to each other, thus, providing short-term or long-term
financial support.

376. Loans included those made between one or more of his real estate-related
investment LLCs and partnerships, between his real estate-related investment LLCs and
partnerships and movie production companies, between one or more of his real estate-related
investment LLCs and partnerships and Mega Construcciones, and between real estate-related
investment LLCs and partnerships and one or more of his development companies.

377.  Strudwick made those loans at his sole discretion, and Strudwick signed the loans
on behalf of both entities.

378. Additionally, Strudwick frequently emphasized the interconnectedness between
the interests of the investors in the real estate-related investment LLCs and partnerships and the
sales of condominiums and lots to investors.

379. In a letter to one CRP LLC investor, Strudwick explained that the “originating
source of the funds for the recent distribution to Costa Reit investors was entirely from sales of
residential lots at Monterey Del Pacifico and condominiums at the Villas Del Pacifico project.
These sales in turn provided for the repayment of development loans and also for a distribution

to Costa Reit from its equity investment in Monterey Del Pacifico.”
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380. Strudwick also marketed to investors the significance of the relationship with Vail
Resorts and the acquisition of the hotel to not only the investors in the real estate-related LLCs
and partnerships, but also to the condo investors. Strudwick told investors that the acquisition of
the hotel and management of the hotel by Vail Resorts would greatly enhance the values of the
condos, even increasing their values by “100% over the next 3 years.”

Lack of Transparency and Financial Accountability

381. Tens of millions of dollars were invested in investment vehicles owned or
controlled by Strudwick.

382.  Funds were routinely transferred between the bank accounts of the various entities
that Strudwick owned or controlled at his sole discretion.

383.  Numerous and significant loans were made between companies that Strudwick
owned and/or controlled. Those loans were made with funds invested by investors and were
done at Strudwick’s sole discretion.

384. Significant investments were made between companies that Strudwick owned
and/or controlled at his sole discretion. Those investments were funded with funds from
investors.

385. At his sole discretion, Strudwick allocated expenses among the various entities
that he owned and/or controlled, including expenses that were allocated between his Costa Rican
investment vehicles and SWS, which Strudwick claimed was independent of the Costa Rican
activities.

386. Yet, little to no financial transparency existed.

387.  Strudwick did not provide investors with routine financial statements.

388.  Strudwick did not engage an independent CPA to audit the use of the funds taken
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in from investors.
Failure to Register or Exempt from Registration Certain Securities Offerings

389. Monterey Del Pacifico Partners LLLP is a Maryland limited liability limited
partnership that was organized in 2003. Strudwick was the general partner of MDPP LLLP with
the “responsibility for all aspects of the partnership’s operations.” MDPP LLLP maintained a
place of business in Baltimore and operated out of the same office location as SWS.

390. MDPP LLLP was formed to “purchase three hundred forty acres of real estate
located in Costa Rica” by investing in and funding Monterey Del Pacifico S.A., a foreign
company that would acquire the property.

391. Investors were solicited by Strudwick or MDPP LLLP employees to purchase
limited partnership interests in MDPP LLLP.

392. Investors could subscribe to the investment by delivering a signed subscription
agreement to Strudwick at his Baltimore office.

393. Strudwick and MDPP LLLP offered at least twenty-one people the opportunity to
purchase partnership interests in MDPP LLLP. Sixteen investors purchased partnership
interests, including eleven Maryland residents and five of SWS’s advisory clients.

394.  Strudwick and MDPP LLLP filed a Form D with the SEC, but no filing was made
with the State of Maryland on behalf of the securities offering.

395. There is no record of registration, claim of exemption from registration, or
qualification as a federal covered security filed with the Division by or on behalf of the MDPP
LLLP offering.

396. Costa Reit Mid-South LLC is a Maryland limited liability limited company that

was organized in 2004. Strudwick was the founder of CRMS LLC and one of its promoters.
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CRMS LLC maintained a place of business in Baltimore and operated out of the same office
location as SWS.

397. CRMS LLC was formed to acquire and develop land in Central America.

398. Beginning in late 2004, investors were solicited to purchase and purchased LLC
interests in CRMS LLC.

399. Strudwick and CRMS LLC filed a Form D with the SEC, but no filing was made
with the State of Maryland on behalf of the securities offering.

400. There is no record of registration, claim of exemption from registration, or
qualification as a federal covered security filed with the Division by or on behalf of the CRMS
LLC offering.

401. Del Pacifico Hotel Partners SA is a company organized under the laws of Costa
Rica. DPHP S.A. was founded by Strudwick for the purpose of acquiring and operating the
Xandari Resort. DPHP S.A. maintained a place of business in Baltimore, MD and operated out
of the same office location as SWS.

402. In a May 2010 report to Costa Reit investors, Strudwick discussed preparing a
private placement for the investment and seeking to raise at least $2 million from outside equity
investors.

403. Beginning in or about 2010, Strudwick and DPHP S.A. employees began offering
investors the opportunity to invest in DPHP.

404. Strudwick and DPHP S.A. offered and sold equity interests in DPHP S.A. to
investors, including at least one advisory client.

405. There is no record of registration, claim of exemption from registration, or

qualification as a federal covered security filed with the Division by or on behalf of the DPHP
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S.A. offering.

406. Strudwick sought to raise funds through other offerings for which he failed to
make a filing with the Division.

407. As discussed above, Strudwick solicited investments in the newly formed AHP,
when he wrote in the newsletter:

Assuming a total capitalization of the AHP of $600,000, a $50,000
new investment into the new company would represent a 5% share
in the profits after a preferred return of the investors capital. In a
very simple example, for new AHP investors to receive a return of
capital will require a future sale price of approximately $4,000,000
in several years. However, if a future sale price of $5,000,000 is
achieved, the projected return on a $50,000 investment would be a
profit of over 100% after debt and the return of capital If you are
interested in discussing this, please contact Barry directly. This is
time sensitive and the opportunity will be extended for 30 days
and the amount of potential subscription is limited.

408. There is no record of registration, claim of exemption from registration, or
qualification as a federal covered security filed with the Division by or on behalf of the AHP
offering.

409. In marketing materials or updates sent to investors, Strudwick made additional
offers to raise funds from investors.

Filings with the Division

410. As a factor for seeking relief from broker-dealer registration, in the February 9,
2005 no action letter filed with the Division, Strudwick, through prior counsel, represented to the
Division that the Costa Reit-related LLCs were “constructed for reasons having nothing to do
with compensation for the sales of ‘Costa Reit” membership interests.” Strudwick further

represented:

First, the division into four entities permits risk to be segregated
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and allocated among four separate entities (so that a failed project
will not drag down other, more successful projects). Second, each
Costa Reit Entity can focus upon particular real estate sectors (e.g.,
hotel v. condominiums) as interested investors may prefer, rather
than lumping all investors and projects together. . . Third,
individual investors can select which real estate investment focus
within the “Costa Reit” model best suits them.

411. However, in the SEC Deposition, Strudwick testified that four separate Costa Reit
LLCs, which had identical investment holdings, were formed to allow Strudwick to reward
certain individuals based upon the amount of accredited investors or investment funds each
individual was able to attract.

412. On or about April 28, 2017, the NH Bureau initiated an investigation into the
securities-related activities of SWS and Strudwick.

413. On or about June 13, 2018, the NH Bureau issued, and without admitting or
denying the allegations in the order, SWS and Strudwick consented to the entry of, a Consent
Order that ordered SWS and Strudwick to cease and desist from violating N.H. RSA 421-B,
imposed a $10,000 fine against SWS and Strudwick, ordered that SWS and Strudwick pay
restitution of $265,000, and prohibited SWS and Strudwick from seeking a securities license in
New Hampshire until the restitution is paid in full.

414. SWS and Strudwick did not amend their Form ADV Part 1 and Form U4,
respectively, to disclose the NH Bureau investigation or the Consent Order until September 6,
2018. SWS and Strudwick did not amend SWS’s Form ADV Part 2A and Strudwick’s Form
ADV Part 2B to disclose the NH Bureau Consent Order until January 2019.

415.  On June 14, 2018, the Commissioner issued, and SWS and Strudwick consented

to the issuance of, an Interim Order that ordered SWS and Strudwick to fully cooperate with the

Division’s on-going investigation into their securities and advisory activities and the activities of
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their related persons, placed restrictions on SWS and Strudwick’s investment advisory activities
and their securities activities, and required them to pay back registration fees.

416. SWS and Strudwick did not amend their Form ADV Part 1A and Form U4,
respectively, to disclose the Interim Order until September 6, 2018. SWS and Strudwick did not
amend SWS’s Form ADV Part 2A and Strudwick’s Form ADV Part 2B to disclose the terms of
the Interim Order until January 2019.

417. The January 2019 amendments were made only subsequent to the Division’s
Order to Show Cause identifying the failure to make the amendment filings.

418. On or about October 17, 2017, a judgment or lien was entered against Strudwick
in the amount of $15,000. The judgment or lien was obtained by RH in connection with a real
estate related investment. Strudwick did not amend his Form U4 to disclose the judgment or lien
until September 6, 2018. SWS and Strudwick have not amended Form ADV Part 2B to disclose
the judgment or lien. The judgment or lien is still outstanding.

419. In a letter dated May 3, 2017, Strudwick and SWS provided the Division with an
excerpt of SWS’s Form ADV Part II dated March 16, 2009 to support the written disclosures
provided to advisory clients that invested in the real estate-related LLCs and LLLPs.

420. The March 16, 2009 Form ADV Part 11 disclosed that “it is our policy to have the
client decision as to whether to invest. . . Our code of ethics with respect to participation in
private partnerships is to give objective advice and allow the individual to reach his/her own
conclusion as to the potential and the risks of any investments.”

421.  As discussed above, however, Strudwick and SWS recommended that its
advisory clients invest in the real estate-related LLCs and LLLPs and provided advice with

respect to the investments, including their potential and associated risks.
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422. In Form ADV filings made with the Division, SWS and Strudwick failed to
disclose that advisory clients were solicited to invest in the real estate investments offered by
Strudwick or his related entities, and failed to disclose the conflicts of interest associated with
such investments.

423. In Form ADV filings made with the Division, SWS and Strudwick failed to
disclose that Strudwick and/or an entity owned or controlled by him had borrowed funds from
advisory clients through promissory notes.

424. SWS and Strudwick did not file an annual amendment or any amendment to
SWS’s Form ADV for calendar years 2014 — 2016, or an annual amendment to SWS’s Form
ADV Part 2 for calendar year 2018. More recently, SWS and Strudwick have failed to file an
annual amendment to SWS’s Form ADV for calendar year 2020, which should have been filed
by no later than March 31, 2020.

425.  Strudwick and SWS also have failed to timely amend SWS’s Form ADV to
disclose another material event.

426. In or about October 2018, Advanced Business Systems sued SWS in the District
Court for Baltimore City for non-payment of monies owed to them under a contractual
agreement.

427. In or about April 2019, a judgment and/or lien was entered against SWS.

428. Strudwick and SWS were served and put on notice of the judgment and/or lien.

429. In November 2019, Advanced Business Systems filed with the District Court a
Request for Writ of Garnishment of Property Other than Wages seeking approximately $5,000
from SWS.

430. Strudwick and SWS have not amended SWS’s Form ADV to disclose the
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unsatisfied judgement and/or lien.
Recently Discovered Borrowing from Advisory Client HG

431. The Division recently discovered that Strudwick borrowed money from another
advisory client. In the Spring of 2014, Strudwick approached HG, an advisory client of SWS
and Strudwick at the time, about loaning monies to him. On or about May 27, 2014, Strudwick
caused securities in the securities account managed by SWS and Strudwick to be liquidated.
Strudwick then caused $75,000 to be transferred from HG’s securities account to a bank account
controlled by Strudwick in the name of GDPD, S.A. At the time of the transfer, the account was
valued at approximately $112,000.

432. Approximately three weeks later, Strudwick provided HG with a two year note
that promised to pay HG an annual interest rate of 12% at the note’s maturity. According to the
note, HG’s loan was secured by Strudwick’s 80% ownership interest in Tranquility Bay Pine
Island LLC which purportedly owned Tranquility Bay, a 73-acre subdivision project located in
Florida. According to a 2016 email from Strudwick and a 2019 letter from Strudwick’s former
counsel, the property that served as collateral for HG’s note since 2010 had been, and at the time
of the note was, the subject of litigation and/or liens, placing a cloud over its title. Additionally,
the paperwork necessary to provide HG with a security interest in the property serving as
collateral was not filed or properly filed by Strudwick.

433. At the time of the loan, SWS and Strudwick failed to disclose all material facts or
conflicts to HG in connection with the note investment including all material facts regarding the
ongoing cloud over the title of the collateral property and the fact that Strudwick and/or entities
related to him had previously failed to repay loans from other investors and advisory clients.

434. Strudwick failed to repay HG’s $75,000 and the promised interest at the note’s
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maturity, telling HG, among other things, that the situation regarding the Florida property had
become “complex” and “intense” and he was “dealing with issues on the Florida property.”

435. In response to HG’s urgent plea for the return of his money, Strudwick told HG
that he “absolutely [did not] have it” and that he could possibly “scratch out about $250 a
month” payment plan. Strudwick, however, did not repay any of HG’s funds.

436. In addition to losing the use of his $75,000, the transfer of the $75,000 by
Strudwick caused HG to incur a margin balance in his account, which continued to exist until
HG’s account was closed in or about December 2016 and transferred to a new financial adviser.
HG had previously told Strudwick that he did not want his account traded on margin.
Strudwick’s actions resulted in HG’s account incurring margin interest of more than $7,000.

437. HG complained to Strudwick and even threatened to have his lawyer initiate
collection proceedings. To date, HG’s funds have not been repaid to him.

438. Strudwick concealed the existence of the promissory note from the Division. On
December 7, 2017, the Commissioner issued two subpoenas to SWS and Strudwick requiring
them to produce certain documents to the Division. The subpoena issued to Strudwick required
him to produce all documents identifying investments offered by or through him, including, but
not limited to all offerings or issuances of promissory notes. Strudwick did not produce
documents relating to the promissory note between him and HG.

439. Additionally, in a letter dated February 12, 2019, the Division requested that
Strudwick produce copies of bank statements for his various entities, including Grupo Del
Pacifico, for the period covering 2009 to 2014. Strudwick produced bank statements for Grupo
Del Pacifico for the period of 2012 to 2014. Strudwick produced detailed monthly statements for

the majority of the months but provided only a one-page summary for the May 2014 statement.
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Had Strudwick produced the detailed monthly statement for May 2014, it would have disclosed
the $75,000 transfer from HG’s advisory account.

440. Strudwick did not amend his Form U4 to disclose HG’s complaint against him,
further concealing his borrowing of funds from HG.

441. SWS and Strudwick took possession of an advisory client’s funds and, thus, had
custody of the client’s assets. Strudwick and SWS, however, did not comply with the
requirements imposed on advisers with custody. SWS and Strudwick did not engage an
independent CPA to annually perform an audit of SWS’s balance sheet and did not annually file
SWS’s audited balance sheet with the Division, as required by COMAR 02.02.05.17, for
calendar years 2014 through 2016. Strudwick and SWS also did not engage an independent CPA
or public accountant to annually perform a surprise examination of HG’s funds and securities or
annually file the examination report with the Division, as required by COMAR 02.02.05.04, for
calendar years 2014 through 2016.

Insolvency of Strudwick and SWS

442.  The recent discovery of Strudwick’s financial obligation has shed light on
Strudwick’s and SWS’s insolvency.

443.  Strudwick owes a financial obligation to HG in the amount of $75,000 plus
accrued interest, which is past due.

444,  Strudwick has told HG that he cannot repay the financial obligation.

445.  SWS and Strudwick are past due on their financial obligation owed to the M’s.

446. SWS has not paid the financial obligation that it owes to Advanced Business
Systems.

447.  Strudwick has not paid the financial obligation that he owes to RH.
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448. Strudwick has recently provided the Division with a financial statement that
indicates he may owe monies to others that he cannot currently repay although the obligations
are past due.

Failure to Comply with Orders of the Commissioner

449.  As discussed above, on June 14, 2018, the Commissioner issued, and SWS and
Strudwick consented to the issuance of, an Interim Order. The Interim Order required Strudwick
to, among other things, provide the Division with quarterly reports on the status of the remaining
LLC and partnership investments sponsored, managed, or sold by him or entities owned or
controlled by him, related to any entity owned or controlled by Strudwick or any person or entity
owned or controlled by Strudwick. The Order further required Strudwick to provide the Division
with quarterly reports on the status of the remaining investments involving the purchase by an
investor of 100% of the interests in an LLC or partnership through which real property was
purchased by the investor. The Interim Order issued January 22, 2019, in which Strudwick
reaffirmed his agreement to fully comply with the terms of the June 14, 2018 Interim Order, also
required Strudwick to produce the quarterly reports. Strudwick failed to provide the Division
with the quarterly reports for the 1% and 2" quarters of 2020.

450. Asdiscussed above, the December 7, 2017 subpoena issued to Strudwick required
him to produce all documents identifying investments offered by or through him, including, but
not limited to all offerings or issuances of promissory notes. Strudwick did not produce
documents relating to the promissory note between him and HG, in violation of the January 22,
2019 Interim Order which required him to timely produce any outstanding records not yet
produced pursuant to the subpoena duces tecum issued to him on December 7, 2017.

COUNT I
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(Offer and Sale of Unregistered Securities — section 11-501)

WHEREAS, section 11-501 of the Act makes it unlawful for any person to offer or sell a
security in this State unless the security is registered, is exempt from registration under the Act,
or is a federal covered security; and

WHEREAS, section 11-101(r) of the Act defines “security” to include any note, stock,
bond, evidence of indebtedness, certificate of interest or participation in any profit-sharing
agreement, transferable share, preorganization certificate or subscription, and investment
contract; and

WHEREAS, the investments in Respondents MDPP LLLP, CRMS LLC, DPHP S.A.,
and AHP S.A. are stocks, evidences of indebtedness, certificates of interest or participation in
any profit-sharing agreement, transferable share, preorganization certificate or subscription, or
investment contracts, and thus securities within the meaning of section 11-101 of the Act; and

WHEREAS, the investments in Respondents MDPP LLLP, CRMS LLC, DPHP S.A.,
and AHP S.A. were offered and sold by Respondents Strudwick, MDPP LLLP, CRMS LLC,
DPHP S.A. and AHP S.A.; and

WHEREAS, Respondent Strudwick, through various Respondent companies including
GDPD, S.A. entered into notes with investors to provide funds to those Respondents; and

WHEREAS, those notes are securities under the Act; and

WHEREAS, there is no record of registration, claim of exemption from registration, or
qualification as a federal covered security filed with the Division by or on behalf of the securities
offered and sold by Respondents; and

WHEREAS, Strudwick, SWS, and CRP LLC recommended, offered and sold securities

issued by CRP LLC; and
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WHEREAS, in connection with the offer and sale of those securities issued by CRP LLC,
Strudwick and CRP LLC engaged in a general solicitation by offering CRP LLC’s securities
through a website available to the general public; and

WHEREAS, Strudwick filed with the Division a Form D on behalf of the CRP LLC
securities offering, but the offering did not qualify for an exemption or for preemption from the
registration requirements; and

WHEREAS, Respondents have offered and sold securities in violation of the registration
requirements of section 11-501 of the Act;

IT IS ORDERED that Respondents Strudwick and SWS show cause why their
registrations as an investment adviser or investment adviser representative, respectively, should
not be revoked; and that each Respondent show cause why that Respondent should not be
permanently barred from the investment advisory and securities business in Maryland; and why a
statutory penalty of up to $5,000 per violation should not be entered against that Respondent.

COUNT 11
(Misrepresentation and Omission of Material Facts in Connection
With the Offer and Sale of Securities — sections 11-301(2) and (3))

WHEREAS, sections 11-301(2) and (3) of the Act prohibit any person, in connection
with the offer, sale or purchase of any security, directly or indirectly to make any untrue
statement of a material fact or omit to state a material fact necessary in order to make the
statements made, in light of the circumstances under which they are made, not misleading; or to
engage in any act, practice, or course of business which operates or would operate as a fraud or
deceit on any person; and

WHEREAS, the investments offered or sold by Respondents are "securities” within the

meaning of section 11-101 of the Act; and

71



WHEREAS, in connection with the offer, sale or purchase of securities, Respondents
made untrue material statements of fact or omitted to state material facts, or engaged in acts,
practices or a course of business which operated or would operate as a fraud or deceit including,
but not limited to, those set forth below or elsewhere in this Order; and

WHEREAS, CPU LLC’s PPM represented that Strudwick “would cause to be prepared
and sent to each member unaudited financial statements of [CPU LLC] . . . within ninety (90)
days after the end of each fiscal year,” but Strudwick and CPU LLC failed to provide those
annual financial statements to DA and RK and other investors; and

WHEREAS, one or more of the Costa Reit-related LLC’s operating agreements and CRP
LLC’s July 2004 offering memorandum represented that Strudwick would “within seventy-five
(75) days after the end of each taxable year of the Company . . . cause to be sent to each Person
who was a Member at any time during the accounting year then ended, an annual compilation
report, prepared by the Company’s independent accountants in accordance with standards issued
by the [AICPA],” but Strudwick and the Costa Reit-related LLCs did not annually provide
annual compilation reports to DA and RK and other investors; and

WHEREAS, Strudwick and his Costa Reit-related LLCs used misleading sales practices
to create a sense of urgency for investors to invest in the Costa Reit-related LLCs; and

WHEREAS, in connection with soliciting investors, including advisory clients,
Respondents Strudwick, SWS, and CRP LLC misrepresented the nature of the risks associated
with the CRP LLC investment including by telling investors that it was a “moderate risk”
investment or “as close to a slam dunk as you can get;” and

WHEREAS, Strudwick and his Costa Reit-related LLCs used unregistered agents to

solicit investors on behalf of the Costa Reit-related LLCs, but failed to tell investors that the
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agents should have been registered but were not or that compensation was being paid to the
salespersons; and

WHEREAS, Strudwick, SWS, and his Costa Reit-related LLCs failed to disclose to
investors that he should have been registered as a broker-dealer but was not; and

WHERAS, Strudwick and CRP LLC failed to disclose to investors that CRP LLC would
make unsecured loans to Strudwick-related entities or that the loans made by CRP LLC to
Strudwick-related entities were not made at what CRP LLC’s offering memorandum described
as market interest rates; and

WHEREAS, Respondent Strudwick caused CRP LLC to use funds invested by CRP LLC
investors and/or proceeds of the Rivers sale to purchase shares in MDPP LLLP at an
unreasonable 70% profit and failed to disclose this fact to CRP LLC investors; and

WHEREAS, Respondents Strudwick, the Costa Reit-related LLCs, and VDP LLLP failed
to disclose to investors that the disclosure documents provided to investors in the various Costa
Reit-related LLCs and VDP LLLP misrepresented Strudwick’s status as an owner and officer of
Mega Construcciones S.A.; and

WHEREAS, Respondents Strudwick and the Costa Reit-related LLCs misrepresented the
experience and background of key officers in the offering memoranda of the Costa Reit-related
LLCs; and

WHEREAS, Respondents Strudwick, MDPP LLLP, CRMS LLC, DPHP S.A., and AHP
S.A. did not disclose to investors that the securities issued by MDPP LLLP, CRMS LLC, DPHP
S.A., and AHP S.A. should have been registered, or an exemption or notice filing should have
been made on behalf of the offerings; and

WHEREAS, Respondents Strudwick, SWS, and CRP LLC did not disclose to investors
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that the securities issued by CRP LLC did not qualify for a registration exemption or for notice
status, and instead should have been registered with the Division; and

WHEREAS, Strudwick and CRP LLC did not disclose to investors material facts to their
investment in CRP LLC including, but not limited to, the fact that they may allow some investors
to rescind their investments, that they may pay interest to those investors or that funds from new
investors could be used to provide a refund to those investors, that loans could be made to non-
real estate related projects, that unsecured loans could be made to related third parties, and that
loans could be made at rates that were not consistent with the market rate set forth in CRP’s
offering memorandum; and

WHEREAS, CRP LLC’s offering memorandum represented to investors that by taking a
20% equity participation interest in each portfolio property, management was aligning its
interests with the interests of the investors and maximizing the amount of cash available to
acquire properties, but Strudwick and CRP LLC failed to disclose that such a compensation
arrangement could potentially result in management receiving a windfall and the investors
receiving very little of the proceeds from the sale of a portfolio property and that such a
compensation arrangement could result in less funds being available to acquire properties; and

WHEREAS, Respondents Strudwick and CRP LLC did not disclose to investors that
compensation paid to Strudwick and Ramirez would be based upon gross sales proceeds, without
taking into consideration any of the costs associated with purchasing the property; and

WHEREAS, Respondents Strudwick and Villas Del Pacifico offered and sold to the J’s
securities in Sea & Sand; and

WHEREAS, in connection with that offer and sale, Respondents Strudwick and Villas

Del Pacifico disclosed to the J’s that the funds they invested with them would be used to
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construct a condo; and

WHEREAS, Respondent Strudwick misrepresented to the J’s that their investment would
appreciate in value; and

WHEREAS, Respondent Strudwick misrepresented to the J’s that their condo would be
completed by the end of 2009, but when it was not completed by that time, continued to
misrepresent to the J’s that their condo would be completed; and

WHEREAS, Respondent Strudwick continued to misrepresent the status of the condo
completion, and based on continued promises that their funds would be used to complete their
condo, convinced the J’s to pay Respondents Strudwick and Villas Del Pacifico an additional
$138,000, which included $16,000 in interest; and

WHEREAS, Respondents Strudwick and Villas Del Pacifico misrepresented to the J’s
that their funds would be used to complete their condo, when in reality it is unclear what
happened to the J’s funds; and

WHEREAS, although the J’s condominium wasn’t substantially complete, Respondent
Strudwick failed to hold any of the J’s funds in escrow, including the funds designated for a
potential punch list, as required by the purchase and sale agreement; and

WHEREAS, Respondents Strudwick and Monterey De Playa S.A. offered and sold to the
M’s securities in White Cloud; and

WHEREAS, in connection with that offer and sale, Respondents Strudwick, SWS, and
Monterey De Playa S.A. falsely represented to investors in the lot repurchase program, including
the M’s, that the shares they purchased to acquire the lots would be repurchased for a 25% return

after 3 years or a 40% return after 5 years; and
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WHEREAS, Respondents Strudwick and GDPD S.A. failed to disclose to
investors/clients, including the M’s, that GDPD S.A. had already failed to honor previous
contractual financial obligations; and

WHEREAS, Respondents Strudwick and GDPD S.A. solicited funds from potential
investors in the DPPP program using false and/or misleading information, including that GDPD
S.A. would repurchase contracts and had arranged financing to do so; and

WHEREAS, Respondents Strudwick and GDPD S.A. represented that the loan made to
the Z’s was collateralized by the Rio Cottages when the cottages never existed; and

WHEREAS, at the time he converted his $300,000 into DPHP stock, Respondent
Strudwick did not disclose to MH that he would not have full voting rights; and

WHEREAS, Strudwick and/or his related entities marketed the profit potential of the
condo investment program, note program, and lot repurchase program without disclosing all of
the risks or other material disclosures associated with the investment programs; and

WHEREAS, Respondents Strudwick and SWS recommended investments that were
unsuitable for some investors or clients; and

WHEREAS, Respondents violated sections 11-301(2) and (3) of the Act;

IT IS ORDERED that Respondents Strudwick and SWS show cause why their
registrations as an investment adviser or investment adviser representative, respectively, should
not be revoked; and that each Respondent show cause why that Respondent should not be
permanently barred from the investment advisory and securities business in Maryland; and why a
statutory penalty of up to $5,000 per violation should not be entered against that Respondent.

COUNTS Il and 1V

(Fraud in Connection with the Offer and Sale of Investment Advice —
sections 11-302(a)(2) and (3) and 11-302(c))
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WHEREAS, sections 11-302(a)(2) and (3) of the Act make it unlawful for any person
who receives, directly or indirectly, any consideration from another person for advising the other
person as to the value of securities or their purchase or sale, or for acting as an investment
adviser or representative under §11-101(h) and (i) of this title, whether through the issuance of
analyses, reports, or otherwise, to engage in any act, practice, or course of business which
operates or would operate as a fraud or deceit on the other person, or to engage in dishonest or
unethical practices; and

WHEREAS, section 11-302(c) of the Act makes it unlawful, in the solicitation of or in
dealings with advisory clients, for any person willfully to make any untrue statement of a
material fact, or omit to state a material fact necessary in order to make the statements made, in
light of the circumstances under which they are made, not misleading; and

WHERAS, Respondents Strudwick and SWS were fiduciaries to their advisory clients
and had a duty to act in their best interests which included, among other things, a duty of full and
fair disclosure of all material facts; and

WHEREAS, Respondents Strudwick and SWS recommended that some of their advisory
clients invest in, and solicited their advisory clients to invest in, the real-estate related LLCs and
LLLPs or other investment opportunities managed, offered and/or sold by Respondent Strudwick
and his related entities; and

WHEREAS, at the recommendation of Respondents Strudwick and SWS, some of those
clients liquidated their securities and/or retirement assets to invest in the real-estate related LLCs

or LLLP or other investments managed and/or sold by Strudwick and his related entities; and
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WHEREAS, in connection with the recommendation of the Strudwick-managed
investments to advisory clients, or the solicitation of those clients, Respondents SWS and
Strudwick made untrue statements of material fact or omitted to state material facts, engaged in
acts, practices or a course of business which operated or would operate as a fraud or deceit, and
engaged in dishonest and unethical practices, including, but not limited to, those set forth below
or elsewhere in this Order; and

WHEREAS, Respondents Strudwick and/or SWS recommended that some advisory
clients, including DA and RK, invest in CPU LLC; and

WHEREAS, Respondent CPU LLC’s PPM represented that Respondent Strudwick
“would cause to be prepared and sent to each member unaudited financial statements of [CPU
LLC] . . . within ninety (90) days after the end of each fiscal year,” but Strudwick and CPU
failed to provide those annual financial statements to DA and RK and other investors; and

WHEREAS, Respondents Strudwick and/or SWS recommended that advisory clients
invest in one or more of the Costa Reit-related LLCs; and

WHEREAS, the Costa Reit-related LLC’s operating agreements and CRP LLC’s July
2004 offering memorandum represented that Strudwick would “within seventy-five (75) days
after the end of each taxable year of the Company . . . cause to be sent to each Person who was a
Member at any time during the accounting year then ended, an annual compilation report,
prepared by the Company’s independent accountants in accordance with standards issued by the
[AICPA],” but Respondents Strudwick and the Costa Reit-related LLCs did not annually provide

annual compilation reports to DA and RK and other investors; and
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WHEREAS, Respondents Strudwick, SWS and/or the Costa Reit-related entities used
misleading sales practices to create a sense of urgency for investors and advisory clients to invest
in the Costa Reit-related LLCs; and

WHEREAS, Respondent Strudwick caused CRP LLC to use funds invested by CRP LLC
investors, including advisory clients, and/or proceeds of the Rivers sale to purchase shares in
MDPP LLLP at an unreasonable 70% profit without disclosing this fact to CRP LLC investors;
and

WHEREAS, in connection with soliciting investors, including advisory clients,
Respondents Strudwick, SWS, and CRP LLC misrepresented the nature of the risks associated
with the CRP LLC investment including by telling an investors that it was a “moderate risk”
investment or “as close to a slam dunk as you can get;” and

WHEREAS, Respondents Strudwick and his Costa Reit-related LLCs used unregistered
agents to solicit investors on behalf of the Costa Reit-related LLCs, but Strudwick and SWS
failed to tell investors and advisory clients that the salespersons were not but should have been
registered or that compensation was being paid to the salespersons; and

WHEREAS, Respondents Strudwick, SWS, and his Costa Reit-related LLCs failed to
disclose to investors and advisory clients that he should have been registered as a broker-dealer
but was not; and

WHEREAS, Respondents Strudwick, SWS, and CRP LLC failed to disclose to investors
that CRP LLC would make unsecured loans to Strudwick-related entities or that the loans made
by CRP LLC to Strudwick-related entities were not made at what CRP LLC’s offering

memorandum described as market interest rates; and
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WHEREAS, in disclosure documents provided to investors in the various Costa Reit-
related LLCs, Respondent Strudwick falsely represented his status as an owner and officer of
Mega Construcciones S.A.; and

WHEREAS, Respondents Strudwick and the Costa Reit-related LLCs misrepresented the
experience and background of key officers in the offering memoranda of the Costa Reit-related
LLCs; and

WHEREAS, Respondents SWS and Strudwick did not disclose to advisory clients
recommended or solicited to invest in MDPP LLLP, CRMS LLC, and DPHP S.A. that the
securities issued by MDPP LLLP, CRMS LLC, and DPHP S.A. should have been registered, or
that an exemption or notice filing should have been made on behalf of the offerings; and

WHEREAS, Respondents Strudwick and SWS recommended that DA and RK and other
advisory clients invest a portion of their assets in CRP LLC; and

WHEREAS, Respondents SWS, Strudwick and CRP LLC did not disclose to advisory
clients solicited to invest in CRP LLC that the securities issued by CRP LLC did not qualify for a
registration exemption or for notice status, and instead should have been registered with the
Division; and

WHEREAS, Respondents Strudwick, SWS, and CRP LLC did not disclose to investors
material facts regarding the use of proceeds solicited by CRP LLC including, but not limited to,
the fact that they may allow some investors to rescind their investments or that funds from new
investors could be used to provide a refund to other investors, that loans could be made to non-
real estate related projects, that unsecured loans could be made to related third parties, and that
loans could be made at rates that were not consistent with the market rate set forth in CRP’s

offering memorandum; and
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WHEREAS, Respondent CRP LLC’s offering memorandum represented to investors that
by taking a 20% equity participation interest in each portfolio property, management was
aligning its interests with the interests of the investors and maximizing the amount of cash
available to acquire properties, but Respondents Strudwick, SWS, and CRP LLC failed to
disclose that such a compensation arrangement could potentially result in management receiving
a windfall and the investors receiving very little of the proceeds from the sale of a portfolio
property and that such a compensation arrangement could result in less funds being available to
acquire properties; and

WHEREAS, Respondents Strudwick, SWS, and CRP LLC did not disclose to investors
that compensation paid to Strudwick and Ramirez would be based upon gross sales proceeds,
without taking into consideration any of the costs associated with purchasing the property; and

WHEREAS, Respondents Strudwick, SWS, and Villas Del Pacifico recommended,
offered, and facilitated the sale of securities in Sea & Sand to the J’s securities; and

WHEREAS, in connection with the offer and sale, Respondents Strudwick and Villas Del
Pacifico disclosed to the J’s that the funds they invested with them would be used to construct a
condo; and

WHEREAS, Respondent Strudwick misrepresented to the J’s that their investment would
appreciate in value; and

WHEREAS, Respondent Strudwick misrepresented to the J’s that their condo would be
completed by the end of 2009, but when it was not completed by that time, continued to
misrepresent to the J’s that their condo would be completed; and

WHEREAS, Respondents Strudwick and Villas Del Pacifico continued to misrepresent

the status of the condo completion, and based on continued promises that their funds would be
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used to complete their condo, convinced the J’s to pay Respondents Strudwick and Villas Del
Pacifico an additional $138,000, which included $16,000 in interest; and

WHEREAS, Respondents Strudwick and Villas Del Pacifico misrepresented to the J’s
that their funds would be used to complete their condo, when in reality it is unclear what
happened to the J’s funds; and

WHEREAS, although the J’s condominium wasn’t substantially complete, Respondent
Strudwick failed to hold any of the J’s funds in escrow, including the funds designated for a
potential punch list, as required by the purchase and sale agreement; and

WHEREAS, Respondents SWS and Strudwick recommended that some of their advisory
clients invest in the lot repurchase program and facilitated the sale to advisory clients of shares in
the Costa Rican companies owning the lots; and

WHEREAS, in connection with their recommendation, Respondents Strudwick and SWS
falsely represented to investors in the lot repurchase program, including the M’s, that the shares
they purchased to acquire the lots would be repurchased for a 25% return after 3 years or a 40%
return after 5 years; and

WHEREAS, Respondents Strudwick and GDPD S.A. failed to disclose to
investors/clients, including the M’s, that GDPD S.A. had already failed to honor previous
contractual financial obligations; and

WHEREAS, COMAR 02.02.05.03B(12) provides that it is a dishonest and unethical
practice to guarantee a client that a certain or specific result will be achieved, for example, gain
or no loss, as a result of the advice that will be rendered; and

WHEREAS, SWS and Strudwick guaranteed that clients, including the M’s, who

invested in the Lot Repurchase program would receive a 40% return after a five-year period; and
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WHEREAS, COMAR 02.02.05.03B(1) provides that it is a dishonest and unethical
practice to recommend to a client to whom investment supervisory, management, or consulting
services are provided the purchase, sale, or exchange of any security without reasonable grounds
to believe that the recommendation is suitable for the client on the basis of information furnished
by the client after reasonable inquiry concerning the client’s investment objectives, financial
situation and needs, and any other information known or acquired by the investment adviser after
reasonable examination of the client’s financial records; and

WHEREAS, Respondents SWS’s and Strudwick’s advisory clients’ investments in
Respondent Strudwick’s real estate-related investments represented a significant portion of the
investors’ liquid net worth and/or retirement assets, including but not limited to the M’s who
invested a significant portion of their retirement assets in the Lot Repurchase program and the J’s
who invested a substantial portion of their retirement assets in the condo investment program;
and

WHEREAS, SWS and Strudwick recommended that HG liquidate securities in his
advisory account and loan approximately two thirds of the account value to Strudwick and
further caused HG’s account to incur significant margin interest as a result of the transaction; and

WHEREAS, Respondents Strudwick’s and SWS’s recommendation that advisory clients
liquidate and invest their retirement assets or other assets, including their securities, in
Strudwick’s real estate-related investments or in loans to Strudwick or his related entities was
unsuitable and not in their best interests; and

WHEREAS, Respondents Strudwick and SWS failed to disclose to their advisory clients
in Form ADV or elsewhere the conflicts of interest involved with recommending that clients

purchase real estate that is owned or controlled by Respondent Strudwick or a related entity; and
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WHEREAS, COMAR 02.02.05.03B(6) provides that it is a dishonest and unethical
practice to borrow money or securities from a client unless the client is a broker-dealer, affiliate
of the adviser, or a financial institution engaged in the business of loaning funds or securities;
and

WHEREAS, Strudwick borrowed funds from HG, an advisory client; and

WHEREAS, Respondent Strudwick, individually or through companies that were alter
egos, borrowed funds from advisory clients when he solicited funds for entities affiliated with
him for purposes of investing those funds in real estate projects, and used those funds for
purposes unintended or refused to return the funds when contractually required to do so; and

WHEREAS, SWS and Strudwick failed to disclose all material facts or conflicts to HG in
connection with the note investment, including the ongoing cloud over the title of the property
that was supposed to serve as collateral and the fact that Strudwick and/or entities related to him
had previously failed to repay loans from other investors and advisory clients; and

WHEREAS, Respondents Strudwick and/or SWS recommended that advisory clients
invest in the DPPP program; and

WHEREAS, Respondents Strudwick and GDPD S.A. solicited funds from potential
investors in the DPPP program using false and/or misleading information, including that GDPD
S.A. would repurchase contracts and had arranged financing to do so; and

WHEREAS, Respondents Strudwick and GDPD S.A. represented that the loan made to
the Z’s was collateralized by the Rio Cottages when the cottages never existed; and

WHEREAS, in connection with recommending the condo investment program, note
program, and lot repurchase program to clients, Strudwick and/or SWS marketed the profit

potential of the condo investment program, note program, and lot repurchase program without
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disclosing all of the risks or other material disclosures associated with the investment programs;
and

WHEREAS, Respondents SWS and Strudwick violated sections 11-302(a)(2) and (3) and
11-302(c) of the Act;

IT IS ORDERED that Respondents SWS and Strudwick show cause why their
registrations as an investment adviser or investment adviser representative, respectively, should
not be revoked; why they should not be permanently barred from the investment advisory and
securities business in Maryland; and why a statutory penalty of up to $5,000 per violation should
not be entered against them.

COUNT V
(Acting as an Unregistered Broker-Dealer or Agent — section 11-401)

WHEREAS, section 11-401 of the Act makes it unlawful for any person to transact
business in the offer and sale of securities in this State as a broker-dealer or agent unless that
person is registered as such pursuant to the Act; and

WHEREAS, the Act defines "broker-dealer” to mean a person engaged in the business of
effecting transactions in securities for the account of others or for his own account; and

WHEREAS, the Act defines “agent” to mean an individual other than a broker-dealer
who represents a broker-dealer or issuer in effecting or attempting to effect the purchase or sale
of securities; and

WHEREAS, Maryland Securities Act Release No. 18 (“Release 18”) provides that “a
general partner or affiliated person who engages in the offer for sale and/or sale of limited

partnership interests for three (3) or more limited partnerships during any consecutive twelve
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(12) month period will be presumed to be a broker-dealer and hence subject to the broker-dealer
registration provisions of the Act; and

WHEREAS, Respondent Strudwick was the managing member and control person for the
Costa Reit-related LLCs as well as at least two other investment funds, Costa Maya LLC and
Costa Playa Uno LLC, that offered and sold securities during a twelve month period;*? and

WHEREAS, in a no-action letter submitted to the Division seeking relief from
registration as a broker-dealer, Respondent Strudwick, through his counsel, represented that
“neither [Strudwick], nor any other person is paid any sales commissions or sales-based fees
dependent on any sales of Interests in the Costa Reit Entities that may be concluded” and “No
one is paid any sales-based compensation;” and

WHEREAS, Respondent Strudwick materially deviated from this material factor by
compensating persons for soliciting investments on behalf of the Costa Reit-related LLCs; and

WHEREAS, Respondent Strudwick and/or entities related to him entered into numerous
promissory notes promising to pay investors a profit in the form of interest in return for loaning
funds to Strudwick and/or his related entities; and

WHEREAS, these notes were securities under the Act; and

WHEREAS, Respondent Strudwick acted as a broker-dealer in connection with the offer
and sale of the securities issued by the Costa Reit-related LLCs, Costa Maya LLC, and CPU

LLC and the effectuation of numerous notes; and

12 Strudwick also was the manager and sole member of Strudwick Management LLC, the
general partner of Villas Del Pacifico LLLP, which offered and sold securities during the same
twelve-month period.
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WHEREAS, Respondent Strudwick is not now, nor has he ever been, registered with the
Division as a broker-dealer or broker-dealer agent to transact securities business within this
State; and

WHEREAS, Respondent Strudwick violated section 11-401 of the Act;

IT IS ORDERED that Respondent Strudwick show cause why his registration as an
investment adviser representative should not be revoked; why he should not be permanently
barred from the investment advisory and securities business in Maryland; and why a statutory
penalty of up to $5,000 per violation should not be entered against him.

COUNT VI
(Employment of Unregistered Agents — section 11-402)

WHEREAS, the interests in the Costa Reit-related LLCs offered or sold by Respondents
are "securities" within the meaning of section 11-101 of the Act; and

WHEREAS, the Act defines "broker-dealer” to mean a person engaged in the business of
effecting transactions in securities for the account of others or for his own account; and

WHEREAS, the Act defines “agent” to mean an individual other than a broker-dealer
who represents a broker-dealer or issuer in effecting or attempting to effect the purchase or sale
of securities; and

WHEREAS, Strudwick employed persons to solicit investors or raise funds on behalf of
the Costa Reit-related LLCs; and

WHEREAS, Respondents Strudwick and the Costa Reit-related LLCs compensated
persons for soliciting investments on behalf of the Costa Reit-related LLCs; and

WHEREAS, the persons employed by Strudwick and the Costa Reit-related LLCs to

solicit investors on behalf of the Costa Reit-related LLCs acted as a broker-dealer or agent; and
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WHEREAS, the solicitors employed by Strudwick and the Costa Reit-related LLCs are
not now, nor have they ever been, registered with the Division as a broker-dealer or an agent to
transact securities business within this State; and

WHEREAS, Respondents Strudwick and the Costa Reit-related LLCs employed
unregistered agents in violation of section 11-402 of the Act;

IT IS ORDERED that Respondent Strudwick show cause why his registration as an
investment adviser representative should not be revoked; and that Respondents Strudwick and
the Costa Reit-related LLCs show cause why each Respondent should not be permanently barred
from the investment advisory and securities business in Maryland; and why a statutory penalty of
up to $5,000 per violation should not be entered against each Respondent.

COUNT VII
(False Filing — section 11-303)

WHEREAS, section 11-303 of the Act makes it unlawful for any person to make or cause
to be made, in any document filed with the Commissioner or in any proceeding under this title,
any statement which is, at the time and in the light of the circumstances under which it is made,
false or misleading in any material respect; and

WHEREAS, in numerous Form D filings made with the Division on behalf of the CRP
LLC offering, Strudwick in his capacity as managing member for CRP LLC falsely represented
to the Division that no persons were paid or given any compensation or similar remuneration for
soliciting purchasers to invest in CRP LLC; and

WHEREAS, in the February 9, 2005 no action letter filed with the Division seeking relief
from broker-dealer registration requirements, Strudwick made false or misleading

representations to the Division relating to, among other things, the purpose for forming the four
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Costa Reit-related LLCs and the payment of compensation to persons that referred investors to
the Costa Reit-related LLCs; and

WHEREAS, Respondents SWS and Strudwick filed with the Division Form ADVs
containing false or misleading statements including but not limited to the following:

a. SWS’s Form ADV falsely represented that participation in the private stock
offerings, partnerships, and other enterprises are “entirely separate from and independent of the
investment strategy and the client of Strudwick Wealth Strategies;” and

b. SWS’s Form ADV falsely represented that Respondents Strudwick and SWS
provided only objective advice and allowed “the individual to reach his/her own conclusion as to
the potential and the risks” of investments in the real estate-related and other investments
managed by Strudwick; and

WHEREAS, in Form ADV and/or Form U4 filings made with the Division, SWS and
Strudwick falsely represented that SWS and/or Strudwick did not have judgments or liens filed
against them or customer complaints filed against Strudwick; and

WHEREAS, Respondents SWS, Strudwick and the Costa Reit-related LLCs violated
section 11-303 of the Act;

IT IS ORDERED that Respondents SWS and Strudwick show cause why their
registrations as an investment adviser or investment adviser representative, respectively, should
not be revoked; and that Respondents SWS, Strudwick and the Costa Reit-related LLCs show
cause why each Respondent should not be permanently barred from the investment advisory and
securities business in Maryland; and why a statutory penalty of up to $5,000 per violation should

not be entered against each Respondent.
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COUNT VI
(Failure to File Annual Amendments and Failure to Disclose or to Timely Disclose
Material Events — section 11-411)

WHEREAS, section 11-411(d) of the Act requires a registrant to promptly file with the
Commissioner a correcting amendment if the information contained in any document filed with
the Commissioner is or becomes inaccurate or incomplete in any material respect; and

WHEREAS, COMAR 02.02.05.11 requires an investment adviser to file annually with
the IARD an updated Form ADV within 90 days of its fiscal year end; and

WHEREAS, Respondent SWS and Strudwick failed to file with the IARD an annual
amendment to SWS’s Form ADV for calendar years 2014 through 2016 and 2020 and failed to
file an annual amendment to SWS’s Form ADV Part 2 for calendar year 2018; and

WHEREAS, COMAR 02.02.05.11 requires an investment adviser to file with the IARD
any amendments to its Form ADV within thirty (30) days of the event; and

WHEREAS, COMAR 02.02.05.12 requires an investment adviser representative to file
with the IARD any amendments to its Form U4 within thirty (30) days of the event; and

WHEREAS, Respondents SWS and Strudwick failed to timely amend SWS’s Form ADV
Part 1A to disclose the NH Bureau order and the Interim Order issued against it; and

WHEREAS, Respondent Strudwick failed to timely amend his Form U4 to disclose the
NH Bureau Consent Order and the Division’s June 2018 Interim Order issued against him and
the $15,000 judgment or lien levied against him; and

WHEREAS, Respondent Strudwick failed to amend his Form U4 to disclose customer

complaints against him, including HG’s complaint; and

90



WHEREAS, Respondents SWS and Strudwick failed to timely amend SWS’s Form ADV
Part 2A or Strudwick’s Form ADV Part 2B to disclose the NH Bureau Consent Order and the
Division’s June 2018 Interim Order issued against them; and

WHEREAS, Respondents SWS and Strudwick failed to amend Form ADV Part 2B to
disclose the $15,000 judgment or lien levied against Strudwick; and

WHEREAS, Respondents SWS and Strudwick failed to amend SWS’s Form ADV to
disclose the Advanced Business Systems judgment or lien levied against SWS; and

WHEREAS, Respondents SWS and Strudwick failed to amend SWS’s Form ADV to
make other material disclosures to their advisory clients that were solicited to invest in
Strudwick’s real estate-related and other investments managed by him including, but not limited
to the following:

a. Respondents SWS and Strudwick failed to disclose that advisory clients were
solicited to invest in the real estate investments offered by Strudwick or his related entities, and
failed to disclose the conflicts of interest associated with such investments; and

b. Respondents SWS and Strudwick failed to disclose that Strudwick and/or entities
owned and/or controlled by him borrowed funds from advisory clients; and

WHEREAS, SWS and Strudwick did not amend SWS’s Form ADV Part 2A to disclose
that advisory clients were solicited to invest in DPHP S.A.; and

WHEREAS, Respondents SWS and Strudwick violated section 11-411(d) of the Act;

IT IS ORDERED that Respondent SWS and Strudwick show cause why their
registrations as an investment adviser or investment adviser representative, respectively, should

not be revoked; why they should not be permanently barred from the investment advisory and
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securities business in Maryland; and why a statutory penalty of up to $5,000 per violation should
not be entered against them.

COUNT IX
SWS Failed to Comply with Custody Requirements

WHEREAS, section 11-302(f) of the Securities Act makes it unlawful for an investment
adviser to take or have custody of any securities or funds of a client if the Commissioner by rule
prohibits custody; and

WHEREAS, COMAR 02.02.05.04 requires an investment adviser that has custody of
clients’ assets to annually engage a certified public accountant or public accountant to perform a
surprise examination of the client assets over which the adviser has custody, and within 30 days
after each examination, file an examination report with the Commissioner; and

WHEREAS, in May 2014, Strudwick borrowed funds from advisory client HG by
transferring funds from his Charles Schwab advisory account and directing those funds to an
account controlled by him; and

WHEREAS, HG was a client of SWS and Strudwick at least until the end of 2016; and

WHEREAS, possession of funds of an advisory client by a related person of the adviser
is imputed onto the adviser and, thus, SWS had custody of client funds;*® and

WHEREAS, SWS did not annually engage a certified public accountant or public

accountant to perform a surprise examination of the client assets over which the adviser had

13 The instructions to Form ADV define custody to mean “[h]olding, directly or
indirectly, client funds or securities, or having any authority to obtain possession of them. You
have custody if a related person holds, directly or indirectly, client funds or securities, or has any
authority to obtain possession of them, in connection with advisory services you provide to
clients.” A related person is defined to include the adviser’s advisory affiliates, which includes
the adviser’s officers, partners, or directors. https://www.sec.gov/about/forms/formadv-
instructions.pdf.
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custody, and within 30 days after each examination, file an examination report with the
Commissioner for calendar years 2014, 2015, and 2016; and

WHEREAS, Respondent SWS violated section 11-302(f) and COMAR 02.02.05.04 by
failing to file with the Division surprise examination reports for calendar years 2014, 2015, and
2016;

IT IS ORDERED that Respondent SWS show cause why its registration as an
investment adviser should not be revoked; why it should not be permanently barred from the
investment advisory and securities business in Maryland; and why a statutory penalty of up to
$5,000 per violation should not be entered against it.

COUNT X
Failure to File Financial Reports

WHEREAS, section 11-411(c) of the Securities Act requires an investment adviser to file
financial reports that the Commissioner requires by rule or order; and

WHEREAS, COMAR 02.02.05.17 requires an investment adviser that has custody of
client funds or securities to annually file with the Commissioner an audited balance sheet within
90 days of the adviser’s fiscal year end; and

WHEREAS, as discussed above, SWS had custody of HG’s assets, who was an advisory
client of SWS and Strudwick at least until the end of 2016; and

WHEREAS, SWS did not annually file with the Commissioner an audited balance sheet
for fiscal years 2014, 2015, and 2016; and

SWS violated section 11-411(c) of the Securities Act and COMAR 02.02.05.17 by failing

to file with the Division audited balance sheets for fiscal years 2014, 2015, and 2016;
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IT IS ORDERED that Respondent SWS show cause why its registration as an
investment adviser should not be revoked; why it should not be permanently barred from the
investment advisory and securities business in Maryland; and why a statutory penalty of up to
$5,000 per violation should not be entered against it.

COUNT XI
(Revocation of Registration - section 11-412)

WHEREAS, section 11-412(a)(2) of the Act provides that the Commissioner by order
may deny, suspend, or revoke any registration if the Commissioner finds that the order is in the
public interest and that the applicant or registrant or, in the case of a broker-dealer or investment
adviser, any partner, officer, or director, any person occupying a similar status or performing
similar functions, or any person directly or indirectly controlling the broker-dealer or investment
adviser, has willfully violated or willfully failed to comply with any provisions of this title, a
predecessor act, or any rule or order under this title or a predecessor act; and

WHEREAS, Respondents SWS and/or Strudwick willfully violated sections 11-301(2)
and (3), 11-302(a)(2) and (3), 11-302(c), 11-302(f), 11-303, 11-401, 11-402, 11-411(c) and (d)
and 11-501 of the Act, and grounds exist under section 11-412(a)(2) to revoke Respondents
SWS’s and Strudwick’s registrations as an investment adviser and investment adviser
representative, respectively; and

WHEREAS, section 11-412(a)(7) of the Act provides that the Commissioner by order
may deny, suspend, or revoke any registration if the Commissioner finds that the order is in the
public interest and that the applicant or registrant or, in the case of a broker-dealer or investment
adviser, any partner, officer, or director, any person occupying a similar status or performing

similar functions, or any person directly or indirectly controlling the broker-dealer or investment
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adviser, has engaged in dishonest or unethical practices in the securities or investment advisory
or any other financial services business; and

WHEREAS, Respondents SWS and Strudwick engaged in dishonest and unethical
business practices by, among other things, making misrepresentations of material facts or
omitting to state material facts to investors or clients, making false filings with the Division, and
borrowing money from advisory clients, and grounds exist under section 11-412(a)(7) of the Act
to revoke Respondents SWS’s and Strudwick’s registrations as an investment adviser and
investment adviser representative, respectively;

WHEREAS, section 11-412(a)(8) of the Act provides that the Commissioner by order
may deny, suspend, or revoke any registration if the Commissioner finds that the order is in the
public interest and that the applicant or registrant or, in the case of a broker-dealer or investment
adviser, any partner, officer, or director, any person occupying a similar status or performing
similar functions, or any person directly or indirectly controlling the broker-dealer or investment
adviser, is insolvent, either in the sense that the person’s liabilities exceed assets or in the sense
that the person cannot meet obligations as they mature, but the Commissioner may not enter an
order against a broker-dealer or investment adviser under this item (8) without a finding of
insolvency as to the broker-dealer or investment adviser; and

WHEREAS, Respondents SWS and Strudwick are unable to meet their obligations as
they mature including obligations owed to HG, the M’s, and Advanced Business Systems, and
grounds exist under section 11-412(a)(8) of the Act to revoke Respondents SWS’s and
Strudwick’s registrations as an investment adviser and investment adviser representative,

respectively; and
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NOW, THEREFORE, IT IS HEREBY ORDERED that Respondents SWS and Strudwick
show cause why their investment adviser and investment adviser representative registrations,
respectively, with the State of Maryland should not be revoked.

REQUIREMENT OF ANSWER AND
NOTICE OF OPPORTUNITY FOR HEARING

IT IS FURTHER ORDERED, pursuant to section 11-801 of the Act and the Code of
Maryland Regulations, COMAR 02.02.06.06, that each Respondent shall file with the Securities
Commissioner a written Answer to this Order within seven days of service of the Order. The
Answer shall admit or deny each factual allegation in the Order and shall set forth affirmative
defenses, if any. A Respondent without knowledge or information sufficient to form a belief as
to the truth of an allegation shall so state.

The Answer also shall indicate whether the Respondent requests a hearing. A hearing
will be scheduled in this matter if one is requested in writing. Failure by any Respondent to file
a written request for a hearing in this matter shall be deemed a waiver by that Respondent of the
right to such a hearing.

Failure of a Respondent to file an Answer or a request for a hearing shall result in entry
of a final order directing that Respondent permanently to cease and desist from violation of the
Act, and imposing the sanctions sought in this Order.

SO ORDERED:
Commissioner’s Signature on File

w/Original Document
June 25, 2020

MELANIE SENTER LUBIN
SECURITIES COMMISSIONER
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