UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

U.S. COMMODITY FUTURES TRADING
COMMISSION,

Plaintiff,
\A

MARK EVAN BLOOM AND NORTH HILLS
MANAGEMENT, LLC,

Defendants, and
LAUREN BLOOM,

Relief Defendant.

Civil Case No.

COMPLAINT FOR INJUNCTIVE
AND OTHER EQUITABLE
RELIEF AND CIVIL MONETARY
PENALTIES UNDER THE
COMMODITY EXCHANGE ACT

By and for its complaint, the U.S. Commodity Futures Trading Commission (“CFTC” or

“Commission™) alleges as follows:

L SUMMARY

1. Since at least 2002 through the present (“relevant period”), defendants Mark Evan

Bloom (“Bloom™) and North Hills Management, LLC, ("NHM") (collectively, the

“Defendants™), an unregistered commodity pool operator (“CPO”), misappropriated at least $13

million from North Hilis, LP. (“North Hills Fund” or

“Fund™), a commodity interest pool

operated by NHM. NHM is the General Partner of the North Hills Fund and Bloom is the sole

principal and owner of NHM. Based on representations of Defendants, the North Hills Fund has

received approximately $30 1o 40 million from approximately

47 Fund participants. In late

2008, Defendants, through counsel, acknowledged to certain North Hills Fund participants that

they had taken North Hills Fund assets through promissory

notes executed between NHM and



North Hills Fund by Bloom, and used the funds for personal expenses of Bloom and his wife,
Relief Defendant Lauren Bloom.

2. NHM and Bloom further defrauded and deceived the North Hills Fund and its
participants by making material misrepresentations and failing to disclose material facts to the
North Hills Fund participants regarding their assets.

3. In or around 2001, Defendants purportedly converted North Hills Fund into a
“fund of funds” and represented to existing and prospective North Hills Fund participants that
North Hills Fund assets would be allocated across multiple funds and fund managers to ensure
diversification and moderate risk. However, commencing in February 2004, Defendants
invested a total of $17 million of North Hills Fund assets in a high risk commodity futures and
options fund called the Philadelphia Alternative Asset F unci, L.P ("PAAF™), which was operated
by another CPO, the Philadelphia Alternative Asset Management Company (“PAAM”). This
investment was half or more than half of the North Hills Fund assets and was contrary 16 the
multiple fund moderate risk asset allocation represented in the North Hills Fund Private
Placement Memorandum and other solicitation materials. North Hills Fund participants did not
know of the PAAF investment until July 2005, at which time Defendants notified them that the
CFTC had filed an action against PAAM and its principal trader Paul Eustace (“Eustace”)
charging them with fraud and misappropriation in connection with several funds, including
PAAF.

4. Likewise, Defendants did not disclose to North Hills Fund participants that in
2004 and 2005, Bloom was a third party marketer for PAAM and was collecting commissions

for referring participants 1o PAAM and the funds it managed. including PAAF. From 2004



through 2005, Bloom collected over $1.6 million in commissions from PAAM, as he was
moving North Hills Fund assets into PAAF.

5. After the CFTC filed its action against PAAM and Eustace, from 2005 through
2008, Defendants routinely informed North Hills Fund participants in writing of the status of the
CFTC’s action and the efforts of the Receiver appointed in the CFTC action to recover and
distribute assets. Upon information and belief, through four distributions, the Receiver
distributed approximately $9 million in the name of the North Hills Fund. However, Defendants
never disclosed to North Hill Fund participants that in the fall of 2006, Defendants had
compromised the amount of recovery possible by North Hills Fund by assigning its interest in
PAAF 10 a third party and that upon information and belief, Defendants had recejved upfront
approximately $2.3 millior; and thereafter additional payments through that agreement, for a total
payment of approximately $8 million. 1t is unknown how much, if any, of the approximate $8
million has been returned to the North Hills Fund or ils'participants.

6. Afier learning about PAAF in July 2005, certain North Hills Fund participants
began asking questions and requesting full redemptions. Despite issuing statements showing
positive balances to North Hill Fund's participants throughout the relevant period, Defendants
used delaying tactics and made only partial redemptions to certain participants and no
redemptions to others.

7. Defendants appear to be continuing to solicit funds in the name of the North Hills
Fund.

8. Relief Defendant Lauren Bloom received assets of North Hills Fund to which she

has no legitimate interest and must disgorge those assets back to the North Hills Fund.
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9. Defendants have engaged, are engaging, or are about to engage in acts or
practices that violate the anti-fraud provisions of Sections 4b(a)(2), 4c(b) and 40(1) of the
Commodity Exchange Act (the “Act”), 7 U.S.C. §§ 6b(a)(2) and 60(1) (2006), Section 4b(a)(1)
of the Act as amended by the Food, Conservation, and Energy Act of 2008, Pub. L. No. | 10-246,
Title X111 (the CFTC Reauthorization Act of 2008 (“CRA™), § 13102, i22 Stat. 1651 (effective
June 18, 2008), to be codified at 7 U.S.C. § 6b(a)(1), and Commission Regulation 33.10, 17
C.F.R. § 33.10 (2008).

10. By acting as an unregistered CPO of North Hills Fund, NHM has engaged, is
engaging, or is about to engage in acts or practices that violate the registration provision of
Section 4m(1) of the Act, 7 U.S.C. § 6m(1) (2006), and by soliciting funds for NHM, Bloom
acted as an unregistered associated person (“AP”) of NHM and as such, has engaged, is
engaging, or is about to engage in acts or practices that violate the registration provision of
Section 4k(2) of the Act, 7 U.S.C. § 6k(2) (2006).

] l.. Bloom directly or indirectly controls NHM and did not act in good faith or
knowingly induced, directly or indirectly, the acts constituting NHM's violations alleged in this
Complaint, and therefore is liable for NHMs violations of the Act and Commission Regulations
pursuant to Section 13(b) of the Act, 7 U.S.C. § 13¢(b) (2006).

12. Bloom was acting as an agent of NHM when he committed the acts, omissions, or
failures alleged in this Complaint, and therefore NHM, as Bloom"s principal, is liable for
Bloom’s violations of the Act and Commission Regulations pursuant to Section 2(a)(1 )(B) of the

Act, 7 U.S.C. § 2(a)(1)(B) (2006).



13. Unless restrained and enjoined by this Court, the Defendants are likely to
continue to engage in the acts and practices alleged in this Complaint and in similar acts and
practices, as more fully described below.

14. Accordingly, pursuant to Section 6¢ of the Act, 7 U.S.C. § 13a-1 (2006), the
Commlssxon brings this action to enjoin such acts and practices, prevent the dissipation of assets,
and compel compliance with the provisions of the Act. In addition, the Commission seeks civil
monetary penalties, an accounting, restitution, disgorgement and such other equitable relief as
the Court may deem necessary or appropriate under the circumstances. The Commission also
secks disgorgement of customer funds from Lauren Bloom, the Relief Defendant.

IL. JURISDICTION AND VENUE

15.  This Court has jurisdiction over this action pursuant to Section 6¢ of the Act,
7US.C. § 13a-1 (2006), which authorizes the Commission 10 seek injunctive relief against any
person whenever it shall.appear to the Commission that such person .has engaged, is engaging, or
is about to engage in any act or practice constituting a violafion of any provision of the Act or
any rule, regulation or order thereunder.

16.  Venue properly lies with this Court pursuant to Section 6c of the Act,
7TU.S.C. § 13a-1(e) (2006), in that the Defendants transacted business in this District, and the
acts and practices in violation of the Act have occurred, are occurring, or are about to occur
within this District, among other places.

L. THE PARTIES

PLAINTIFF
17.  Plainiff Commodity Futures Trading Commission is an independent federal

regulatory agency that is charged with responsibility for administering and enforcing the



provisions of the Act, 7 U.S.C. §§ 1 ef seq. (2006), and the regulations promulgated thereunder,
17 C.F.R. §§ 1 et seq. (2008).

DEFENDANTS

18. Defendant Mark Evan Bloom resides in New York City, New York. He is the
sole principal and 100% owner of NHM. Bloom is registered with the CFTC as a CPO but does
not appear 1o use that registration in connection with NHM. Bloom is also Chief Marketing
Officer, Managing Partner, and Director of MB Investments Partners, Inc., which at one time
operated at least two commodity pools, MB Absolute Fund, LLC and MB Absolute Fund, Ltd
(“MB Absolute Funds™), which were also invested in funds operated by PAAM. Bloom also is
or was Chief Operating Office and Managing Partner of Munn Bernhard & Associates which
used 1o operate the MB Absolute Funds. He also was a managing partner at BDb Seidman,
L.L.P. From May 1992 to July 2001, Bloom was a partner of WG Trading Co., L.P. On
February 9, 2009, the National Futu.res Association (“NFA™), a self-regulatory organization for
the commodity futures and options industry to whom the CFTC has dclegated certain functions,
issued a Membership Responsibility Action (“MRA”) against Bloom and suspended his NFA
membership based on his failure to cooperate with the NFA.

19.  Defendant North Hill Management LLC is located in New York City, New
York and is a New York limited liability company. NHM currently operates the North Hills
Fund, which is a New York limited partnership that, as of 2001, was 10 act as “a money
management intermediary, investing the Partnership’s capital in carefully selected investment
partnerships.” Among the funds that Defendants invested North Hills Fund’s assets was PAAF,
a commodity interest pool that traded exclusively commodity futures contracts and options.

NHM was registered with the Commission as a CPO and a commodity trading advisor from



1997 to 2002, when it withdrew its registration. NHM did not file a Notice of Exemption from
registration with the Commission. During the relevant period, Bloom acted as an agent for
NHM.

IV.  FACTS

A. Formation and Operations of NHM and North Hills Fund
20. In or around 1995, Bloom formed the North Hills Fund and created NHM, as the

general partner of the North Hills Fund. Bloom is the sole principal and owner of NHM. The
North Hills Fund initially was purportedly designed to be an enhanced stock index fund and
traded, among other instruments, commeodity futures contracts and options. In 2001, Bloom
converted the Fund to an “absolute return fund” that would invest in other funds, i.e., a “fund of
funds.”

21.  Defendants represcnted orally and in writing 1o existing and prospective North
Hills Fund participants that Defendants would invest North 1Hills Fund asset; ina nu;nber of
other funds and through diversification and lack of correlation, achieve a “market-neutral” return
of approximately 12%.

22.  Defendants provided existing and prospective North Hills Fund participants with
a Private Placement Memorandum (*PPM”) dated July 27, 2001, which attached a copy of the
North Hills Limited Partnership Agreement (the “LPA”), subscription materials, and a
Partnership Agreement Supplement. The LPA identifies the objects and purposes of the North
Hills Funds as investing and trading, on margin or otherwise, in all forms of financial
investments, including in commodities and commodity contracts.

23. The PPM represents that “{tJhe Fund’s multi-manager, multi-strategy approach

has been designed to achieve above-average capital appreciation consistent with moderate risk.”



The PPM emphasizes that “[t]hrough a program of diversified asset management, the Fund will
be able to take advantage of investment opportunities with a significant potential reward, while
reducing the risk of a substantial decline in the value of Partnership assets.” Similarly, the PPM
states that a principal advantage of the North Hills Fund is its “policy of seeking satisfactory
returns while minimizing total risk.”

24.  According to the PPM and LPA, North Hills Fund participants were to receive
monthly reports and annual financial statements audited by an independent certified public
accountant.

25.  The PPM also provides for management and incentive fees for NHM based on
profitability of the North Hills Fund.

26. ﬁe PPM also states that NHM uses a management team comprised of consultants
of Access International Advisors, EIM, USA and members of the Board of Directors that was 1o
be responsible for the selection of money ménagers. blt is unknown whether such a management
tcam ever existed or was used by Defendants.

27. Defendants instruct prospective North Hills Fund participants to execute a copy of
the Solicitation Materials and send a check payable to North Hills LP. The minimum initial
capital contribution allowed is $250,000.

28.  Based on Defendants’ representations, the North Hills Fund has at least 30-40
participants and should have had assets of at least $30-40 million at one time.

29 North Hills Fund participants relied upon Defendants’ representations, the PPM,
LPA and other solicitation and information concerning the North Hills Fund trading strategy in
deciding whether to invest, remain invested or make additional investments with Defendants and

the North Hills Fund.



30.  The North Hills Fund participants included the Alexander Dawson Foundation
(“ADF”) and Alexander Dawson Inc. (“ADI”). ADF is a Nevada Charitable Trust that supports
schools and over 1,000 students in Nevada and Colorado. ADI is an investment arm of ADF.
ADI and ADF’s investment goals were to achieve moderate returns with limited risk. Because
Defendants’ representations concerning the investment strategy for the North Hills Fund was
consistent with their goals for their charitable endeavors, ADI and ADF decided to maintain their
prior investments with North Hills Fund and over time increased in their investments. ADF and
ADI collectively invested $13.5 million with Bloom and NHM through the North Hills Fund.

31. North Hills Fund participants received monthly account statements that
consistently showed positive returns. North Hills Fund participants relied on these statements
and made additional investments in the Fund.

32.  Although required by the LPA to provide annual financial statements to
_ participants .in the F uﬁd, Defendants did not..

B. Defendants’ Misappropriation of At Least $13 Million of Fund Assets

33.  During the relevant period, Defendants misappropriated at least $13 million of the
assets of North Hills Fund for the personal use of Bloom and his wife, Relief Defendant Lauren
Bloom. Defendants took the assets of the Fund by executing purported promissory notes with
the Fund bearing an interest rate of the higher of 8% or the rate of return earned on all other F und
assets, net of expenses.

34 A purported independently certified annual financial statement for North Hills
Fund for the year ended December 31, 2002 lists notes receivable in the amount of $2.75 million
as assets of the Fund. The notes to the financial statement sets forth two notes as receivables

from NHM to the Fund and states that “[t]he notes receivable were issued as capital



contributions by [NHM].” At least certain, if not all, of the North Hills Fund participants r;ever
received this financial statement until around or after November 2008,

35. A purported independently certified financial statement for North Hills LP for the
year ended December 31, 2003 lists additional notes receivable in the amount of $5.255 million
as assets of the Fund as well as the 2002 notes for a total of approximately $8 million. The notes
to the financial statement set forth the notes as receivables from NHM to the Fund and states that
“[t]he notes receivable were issued as capital contributions by [NHM]” and were charged against
management’s capital.” At least certain, if not all, of the North Hills Fund participants never
received this financial statement until around or after November 2008,

36. A Consolidated and Restated Demand Note (“the Consolidated Note™) in the
amount of $13,230,000.00 and dated December 31, 2004 was executed by Bloom on behalf of
NHM through which NHM “borrowed” the assets of the Fund with promise to repay at the
interest rate 6f the greater of 8% or the rate of return earﬁcd on all other Fund assets, net of
expenses. The Consolidated Note was payable on demand. However, the North Hills Fund’s
General partner was NHM and NHM executed the Note on behalf of the North Hills Fund and
itself. Upon information and belief, NHM on behalf of the North Hills Fund never demanded
payment on the Consolidated Note from itself or Bloom.

37. By the same date of December 31, 2004, Bloom executed a Guaranty Agreement
to and in favor of North Hills Fund in his name and his wife’s name through which he personally
guaranteed payment and performance on the Consolidated Note. The Guaranty Agreement
provides that the funds borrowed may in whole or in part be provided to or for the benefit of the
Guarantors, the Blooms, and provides that each Guarantor will benefit or has materially

benefited from the proceeds of the Consolidated Note,
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