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1 PlaintiffSecuritiesand Exchange Commission("Commission")allegesasfollows:


2 JURISDICTION AND VEI\ruE


J l. The Court has jurisdictionoverthis action pursuantto Sections 209td), 209(eX1)


)l and 214 ofthe Investnent Advisers Act of 1940 ("AdvisersAct"), l5 U.S.C. $$80b-9(d),80b

5 9(e)(l) and 80b-la. 

6 2. Venue is properin this Court pursuantto Section214 of the Advisers Act [ 15


7 u.sc.$80b-141.


8 3. The acts, practices,and courses ofbusiness constituting the violations alleged 

9 herein occurred within the jurisdiction of theUnited States District Cowt for the Southem 

10 District of California and elsewhere. 

11 c. The Defendants, directly and indirectly,havemade,andaremaking use of the 

l2  means and instrumentalities of interstate mmmerce and of the mails or of the facilities of a 

I J  national exchange in connection with the acts,practices,andcoursesofbusinessalleged herein 

l4  in the Southem Districtof Californiaandelsewhere, 

l5  SUMMARY 

l6  5. Thismafterinvolvesan invesbrent adviser fraud perpetratedby defendants 

t7  Matthew"Beau"La Madrid and Plus Money,Inc.,an entity controlledby La Madrid. Since 

l8  May 2004, Plus Money hasactedas the investnent adviser to three purportedhedgefunds(the 

l9  "Premium Return Funds" or the"Funds'). Between May 2004 and July 2007, the Premium 

20 ReturnFundsraised approximately $30.6million from at least 300 investors. La Madrid, a 

2 l  former registered re.pr€sdntative of a broker-dealer, told investorsthathehad a lucrative 

22 investrnent strategy involving thepurchaseand sale of covered call options. Although Plus 

Z J  MoneyandLa Madrid employed some variationof a covered call-option tading strategyfor a 

24 periodof time, and although Plus Money and La Madrid paidpurportedmonthlyprofits to Fund 

25 investorsfor a periodoftime evenafrerall trading bctivity had ceased, it is unclear how much 

26 profit, if any, Plus Money and La Madridactuallygeneratedfrom this strategy. 

2'7 6. Unbeknownstto the investors,tading activity in the Premium ReturnFunds' 

28 brokerageaccountsessentiallyceasedin the Fall of 2007andLa Madrid dissipatedthe money 



Case3:08-cv-00O-H-NLS 1 $lZOOa 
page3 of 12 Document Fited 

I held in those accountsthrougha series of illicit fansfers. 

2 7, BetweenSeptemberandOctober 2007, withouttelling theinvestors,plus Money 

J and La Madrid wired $7.6 million from the PremiumReturn Funds' brokerageaccounts to 

4 vision QuestInvestnents,a dba La Madrid formed in september 2007.on November 14,2007, 

5 VisionQuestwired$10million to reliefdefendantPalladiumHolding Company, an entity 

6 controlledby reliefdefendant DonaldLopez. soon after receiving these funds, palladium 

7 transferred$5million to a brokerage accountit controlled,and began executingnumerousshort

8 selltransactionsofTreasury bonds. Thisrampant trading activityhas caused asteadydissipation 

9 of the assetsin Palladium'sbrokerageaccount.As of April 25, 2008, only$2.425million 

10  rernainedavailablein the account,and at least $875,000hadbeen wired frompalladium's 

l l  brokerageaccount to its bank account. 

t2  8. Palladiumdispersedthe ranainder ofthe funds received from Vision euestin a 

13  varietyof ways, wiring approximately$4.5million to various individualsand entities, including 

l4  $500,000to La Madrid,$1,8million to several real estate title companies,$95,000towards the 

t )  purchaseof two automobiles,and another $90,000to a Denver car dealership. 

16  THE DEFENDANTS 

t t  9. PlusMoney,Inc. is aNevadacorporationbased in El Cajoq Califomia. Since 

18 2004 Plus Moneywasthe investment adviserto and managed the Prernium Retum Funds. plus 

l9  Money is not registered asan investnent adviser under the Advisers Act. 

20 10. MatthewLa Madrld, age 41, is aresidentof Jamul,Califomia. LaMadrid is ttre 

2 l  Presidentandrreasurerof Plus Money. La Madrid conhols plus Moneyandhasacted as the 

))  investrnentadviserfor the Premium Retum Funds, includingmakingall ofthe inveshnent 

ZJ decisionsonbehalfofthePremiumReturn Funds. LaMadrid is not registered as an invesbnent 

24 adviserunderthe Advisers Act. 

?s  THE RELIEF DEF'EI{DANTS 

26 I 1. ThePremiumReturn Fund Llmited-Ltabllity Limited Parhership is a 

27 Nevadabasedlimited partnershipformedin August2004. Its general partner is PlusMoney, Inc. 

28 From November 2004throughat least July 2007, ttris partnershipraisedat least $6.2million 
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I from investors.


) 12. The Premium Return Fund II Limlted-Liability Limited partnershipis a


3 Nevadabasedlimitedpartnershipformedin June 2005. Itsgeneralpartneris plusMoney,Inc.


4 BetweenJune 2005 andJuly 2007, this partnershipraisedat least $7.5million from at least 115


) investors,


6 13, ThePremiumReturn Fund III Llmited-Liability Limited Partnership is a


7 Nevadabasedlimited partnershipformed in February 2006. Its general partner is plus Money,


8 Inc. BetweenMarch2006 and July 2007, thispartnershipraisedat least $12.7million from at


9 least90 investors. 

10  14. Return Fund,LLC is a Nevadabasedlimitedliability company formed in June 

l l  2004. Itsmanageris PlusMoney, lnc. 

1 . t  15. Return FundII, LLC is a Nevada based limited liability company formedin 

13  June2005. Its manager is Plus Money, Inc.


14  16. Return Fund IlI, LLC is a Nevada based limited liabilitycompanyformed in


l )  February2006. Its manageris Plus Money Inc.


l6  17. Return Fund IV, LLC is a Nevada based limited liabilitycompanyformed in


17 June2006. Its manager is Plus Money,Inc.


18 18. Return Fund V, LLC is a Nevada basedlimitedliability company formed in


19 June 2006. Itsmanageris Plus Money, Inc.


20 19. Return Fund VI, LLC is a Nevada basedlimitedliabilitycompanyformed in


June2006. Its manager is Plus Money, Inc. 

22 20. PalladiumHolding Company is a Colorado corporationformedin October 

23 2002.DonaldLopezincorporatedPalladiumandis its sole director. onNovernbet14,2007,La 

Madrid, through a dba, wired $10million to Palladium. 

25 2l . DonaldE. Lopez, age58, is a resident of Denver, Colorado. Lopez incorporated 

26 Palladiumandis the company's sole director. 

27 FACTUAL BACKGROTJND 

28 22. BetweenMay 2004 and July 2007, Plus Money and La Madrid raised 
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I approximately$30.6million dollars fromatleast300 investors. Of thisamount,over$26


J million received from investors wasplaceddirectlyintothePrerniumRetumFunds' accounts'


La Madrid also raisedan additional $4.2million Aom investors between June 2004 and MayJ 

+	 2006 that initially was placedin brokerage accounts held in La Madrid's name,but which funds 

heeventually transferred to thePremiumRetum Funds' brokerage accounts. 

6 23. Investorswere solicited througlr word of mouth referral,aswell as through an 

7 Intemetwebsite touting Plus Money's investmentprogxamand La Madrid'sfinancial expertise. 

8 La Madrid told investors that while a minimum of $25,000was required to invest in Fund II, the 

o minimum investnent for Fund III was only $I ,000. For all of the Premium Retum Funds, the 

l0  invesfinentstrategy represented to investors remainedthesame - thepurchase and sale of 

11 coveredcall options - andall investmentdecisionswere to be made solely by La Madrid. La 

I t  Madrid received a 1% quarterlyfeefrom the Premium Retum Funds for his invesbnentadvisory 

t3  services. 

14 24. The Premium RetumFunds are pooledinveshnentvehicles within themeaningof 

l )  theAdvisers Act. As investnent advisers, Plus MoneyandLa Madrid were fiduciariesof, or 

16  hada similar relationship of tnrstand confidence with, thePremium Retum Fund hrvestors. 

't'1 25. Plus Money andLa Madrid also e-mailed Premium Retum Fund investo$ a 

l8  monthly spreadsheet purportingto show howmucheachinvestorhad invested, how much each 

19  investor had been paidthat month, and thecunentholdings of each of the PremiumRetum 

20 Funds. 

2 l  26. Undisclosedto investors,in the Fall of 2007,PlusMoney began transferring 

22 nearly all ofthe funds fiom thePremium Retum Funds' brokerage accounts to a bank account 

ZJ  controlledby La Madrid through a dba he established in September2007- Vision Quest 

24 Inveshnents. 

25 27. OnNovember 14,2007 VisionQuesttransferred$10million to Palladium 

26 HoldingCompany,a Denver-based entity controlled by relief defen dant Lopez. 

27 28. Uponreceiving the $10million fromLa Madrid, Palladium promptlytransferred 

28 $5million to its brokerageaccountand,within the next month, wired $4.5million to various 
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I individualsandentities,including$500,000back to La Madrid, $ 1.8 million to several real estate 

2 title companies, $95,000towards the purchaseof two automobiles, and another $90,000 to a 

J Denver car dealership. 

29. Palladiumquicklybegandissipatingthe$5milliontransferredintoits brokerage 

5 acoountby engagingin numerous short-sell transactionsinvolving Treasurybonds' Between 

6 FebruaryandApril 2008, Palladium wired $875,000 outof this brokerage aocouritand into its 

7 bar* account. Additionally, since Novernber 2007,Palladiumhaspaid$557,810in commissions 

8 to its brokerage, EI(N Finansial Services, Inc. As of April 25' 2008 this activity had depleted 

9 morethanhalfofthe account'svalue, reducing its total valueto approximately$2.4million. 

l 0  30. PlusMoney and La Madrid neverdisclosedto Ore Premium RetumFund 

1 l  investors that they had transferred the Prernium RehrmFund monies to Palladiumor the extent 

12  to which Palladium had dissipated those assets. To the contrary, on April 5, 2008' Plus Money 

l3  andLa Madrid e-mailed the Premium Retum FundII investors a spreadsheet showingthat 

t4  investorshad earned retumsaveragingroughly2.5%permonththrough January 2008.Thiswas 

l5  falsebecause,as described above, Plus Money and La Madrid had already transferred virtually 

l o  all ass€ts out of the Premium Return Funds' brokerage accounts by October 200?. By November 

1 1  200?,there was almost no further activity in any ofthese accounts. 

l8  31. In February 2008 Plus Money failed to make monthlypaymentsto the Prernium 

19 RetumFundinvestors.In a series of e-mails, La Madrid attempted to reassure investors about 

20 thesafety of their investrnent. For examplq in a February 13 e-mail to investors, La Madrid 

21 falsely claimed that the reasonFebruarycheckshad not been issuedwas due to "ori'going 

22 negotiations"associatedwith a 'pendingSECinquiry."Thisstatementwas false, as the 

23 Commissionhadno contact with La Madrid or Plus Money until April 9, 2008, when the 

24 CommissionstaffrequestedthatPlus Money voluntarilyprovideinformationaboutits activitios 

-25 arequestto whichPlusMoney has not responded. 

26 32, In subsequenternails in February and March 2008, La Maclridcontinuedto 

1 1  assureinveston that it was continuing the (non-existent)negotiationswith the Commission,that 

28 thesituation soon would be resolved, and that Plus Moneywould then send checksto the 



Case 3:08-cv-0oO-H-NLS Document1 FiledQetZOoa Page 7 of 12 

I investors.At no point did La Madrid or Plus Money discloseto investors tbat they had in fact 

2 abandonedthecovered call trading_strategy, emptiedout the Plus Retum Funds' accounts,and 

J dissipated the assetsthrough Vision Questand Palladium. 

4 FIRST CLAIM F'OR RELIEF 

) T.RAUD BY AN INVESTMENT ADVISER 

6 ViolationsOf Sectlons206(1)and(2) of the AdvisersAct of 1940 

7 (AgainstAll Defendants) 

8 33. The Commission reallegesand incorporates by reference lftl 1 through 32, above. 

9 34. At all timesallegedin the Complaint, Plus Money and La Madrid each were 

10  investrnentadvisers as defined under the Advisers Act. PlusMoney and La Madrid held 

l l  themselvesout as being iDthebusiness of advising others as to investing in covered call options, 

12  and managed the inveshnents of the Premium Return Fundsin exchangefor compensation in the 

1 5  form ofa quarterlyfoe. 

'14 35. PlusMoney and La Madrid,by engaging in the conduct described above, directly 

I5  or indirectly, by the use of the mails ormeans and insrumentalities of interstate colnmerce; 

l o  a. with scienter, employed and are employing devices, schemes and artifices to 

t7  defraud clients or prospectiveclients; or 

18 b. engaged in andareengagedin transactions,practices,and courses ofbusiness 

19 which operated as a fraud or deceitupon clients or prospectiveclients. 

20 36. By reason of the activities describedherein, Pius Money and La Madrid have 

21 violatedand unless restrained and enjoined will continue to violateSections206(l) and (2) of the 

22 Advisers Act [5 U.S.C.$ 80b-6(l) and (2)]. 

Z J  SECOND CLAIMFOR RELIEF 

FRAUD BY AN INVESTMENT ADVISER 

25 Violations of 206(4) of the Advisers Act of 1940and Rule 206(4)-8 Thereunder 

) 6  (AgainstAII Defendants) 

27 37 . TheCommission realleges and incorporates by referencelil 1 through 32, above. 

28 38. At all times alleged in the Complaint Plus Money and La Madrid eaoh were 
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1 investrnent advisers as defined under the Advisers Act. Plus Money andLa Madrid held 

2 themselvesout as being in the business ofadvising others asto investing in covered call options, 

J and managed the investments of the Premium Retum Funds in exchangefor compensation in the 

form of a quarterlyfee. 

5 39. Plus Money and La Madrid, by engaging in the conduct describedabove,directly 

6 or indirectly, by use of the mailsor means and instrumentalities of interstate commerce: 

7 a. engaged in transactions,practices,or courses ofbusinesswhich operate as a fraud 

8 or deceit upon investors in the Prernium RetumFunds; 

9 b. made untrue statementsof a material fact or omitted to state amaterial fact 

10 necessaryto make the statements made,in the light of the circumstancesunder 

l l  which they were made, not misleadin& to investorsor prospectiveinvestorsin a 

t2  pooledinvestmentvehicle; or 

l 3  c. otherwiseongagedin acts,practices,or cou$es ofbusiness that were fraudulent, 

l 4  deceptive,or manipulativewith respect to investorsor prospectiveinvestorsin a 

15  pooledinvestmentvehicle. 

l6  40. By reasonof the activities described herein, Plus Money and La Madrid have 

violatedand unless restrained and enjoined will continue to violate Sections 206(4) of the 

18  AdvisersActrlsu.s.c.u*"*nlilfi:1T:.,;:t;;F.R. $275.206(4)-81thereunder. 
19  

20 

) 1  

*HEREFoRE,*u
"o*-, 

*Illlffiil 
L 

thatthecourt: 

22 Issue findings of fact and conclusions oflaw that the defendants co-mmittedthe alleged 

z5 violations. 

il. 

25 Issuejudgrnents,in a form consistent with Rule65(d) ofthe Federal Rules of Civil 

26 Procedure,ternporarilyrestraining and preliminarily,andpermanentlyenjoiningPlusMoney 

27 and La Madrid, and their officers, agents, servants, ernployeesand attomoys, and those in active 

28 concert or participationwith any of them, who receive actual notice of the order by personal 
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I serviceor otherwise, and each of them,fromviolatingSections206(l), 206(2), arrd206(4) of the 

2 Advisers Act ofl940, l5 U.S.C. $$80b-6(1),80b-6(2),and 80b-6(4), and Rule 206(4)-8 

J thereunder,l7 C.F.R. $ 275.206(4)-8. 

4 , IrI. 

5 Issue, in a form consistent with Fed. R. Civ. P. 65, an order freezing the assets ofthe 

6 defendants and relief defendants and an order appointing a receiver over the assets of Plus 

7 Money and each of thereliefdefendants other than Palladium and Lopez. 

8 Iv. 

9 Order a verifiedaccountingby Plus Money and La Madrid. 

10  v.

l i  Order expedited discovery in this action.


t2  vI.


I J  Orderthe Defendants and the Relief Deferndants to disgorge all ill-gotten gainsfrom the


1 A  illegal conduct alleged herein, together with prejudgnentinterest ther€on. 

15 . VIL 

t6  Issue, in a form consistent with Fed. R. Civ.P. 65, a ternporary restrainingorderand 

t7  preliminaryinjunctionprohibitingLa Madrid and Plus Money from destroying documents. 

l8  VIII. 

l9  Order Plus Money and La Madrid to paycivil penaltiesunderSection209(e) of the 

20 Advisers Act, 15U.S.C.$80B-9(e). 

2L  Ix. 

22 Retainjurisdiction of this action in accordance with the principlesof equity and the 

ZJ  FederalRules of Civil Procedure in order to implement and carry out the terms of al1 orders and 

24 decrees that may be entered, or to entertainany suitable application or motion for additional 

25 relief within the jurisdictionof this Court.. 

26 

11  

28 
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I x.

) Grantsuch other and further relief as this Court may determine to be just and necessary'


J 

4


5 DATED:Apfl21,2008


6 ?-pP>p<-Z'gz--.-a

PeterF. Del Greco
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Securitiesand Exchange Commission
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