



































2011 affidavit.] As previously noted, James Schweickart conceded that he knew as a general
proposition that the high risk of loss associated with futures trading was commensurate with the
possibility of great profits. However, the Schweickarts credibly recalled that the principal
message enthusiastically conveyed by Lyons” clients was that Lyons’ system had been making
money month after month and that after a few months Lyons had returned their initial investment
and thus only put their profits at risk. The Schweickarts also credibly recalled that Feddern
repeatedly reinforced this message with confident confirmations that Lyons system had been
consistently profitable and that in the unlikely event of losses such losses would be limited to
fifty percent. [See James Schweickart’s testimony at pages 7-13, and 22, and Joyce

Schweickart’s testimony at pages 24-25, of hearing transcript. |

The account opening

10. On July 11, 2008, the Schweickarts met with Feddern at his office for about an hour.
Feddern spent most of this time talking about Lyons’ trading system. The Schweickarts credibly
recalled that Feddern reinforced the message in the monthly meetings that Lyons had been
consistently generating profits and that any losses would be limited to fifty percent, and so
convinced the Schweickarts to open a managed account. As a result, while James Schweickart
expected to make moncey, he psychologically steeled himself for the possibility, however remote,
of losing up to $20,000.

Near the end of the meeting, Feddern delivered to the Schweickarts the 24-page Alaron
account-opening package which included: the managed account authorization; the customer
agreement; and multiple risk disclosure statements. Feddern also delivered the 19-page Aramis
disclosure document which included an acknowledgement of receipt of the disclosure document.

The Schweickarts spent little time reviewing these documents, partly because Feddern suggested
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date no more than three months before the date of the disclosure document, and the requirement
in rule 4.36(b) that a CTA may not deliver a disclosure document more than nine months past its
date, together assure that a CTA will provide performance data in the disclosure document that is
materially current, complete and accurate. The requirement in rule 4.36(c) that the CTA must not
otherwise deliver a disclosure document that it knows to be “materially incomplete and
deficient,” and must promptly correct any known defects and provide customers with notice of
the correction, assures that that prospective customers receive meaningful disclosure of
performance and other material information. Id., at 26,013 . In other words, compliance with
the Commission’s Part 4 requirements assures that performance data set out in the disclosure
document is not stale and not misleading. Similarly, the requirement in rule 4.34 that the CTA
must disclose any material civil action assures the disclosure of information that “an average
prospective customer” would consider material. Id., at 26,008.

Here, when Lyons accepted the Schweickarts” managed account agreement and
acknowledgment of receipt of the uncorrected Aramis disclosure document, he blatantly
disregarded an NFA warning to cure the material deficiencies in the Aramis disclosure document
and to stop soliciting new customers until he had corrected the deficiencies. Thus, Lyons and
Aramis violated Section 40(1) of the Commodity Exchange Act, and Aramis violated CFTC rule
4.36(c), by delivering a disclosure document that the NFA had explicitly warned Lyons was
materially deficient. Also, Lyons and Aramis, through Feddern, delivered the October 3, 2007
disclosure document to the Schweickarts past the July 3, 2008 expiration date for the disclosure
document. Because the disclosure document had expired and had not been updated since July
2007, the performance data in the disclosure document was materially stale, with a one-year gap

between the last month reported in the performance capsule and the date of delivery. As a result,
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