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SUMMARY
1. Since at least 2001 and continuing through the present (“relevant period”),

Defendants Atwood & James Ltd. (“Atwood Ltd.”), Atwood & James S.A., Inc.
(“Atwood S.A.”) (together, “Atwood™), Michael Allan Kardonick (“Kardonick™), and

Gary Reich Shapoff (“Shapoff”) (collectively the “Defendants™) fraudulently solicited

~—— .

and accepted funds from individuals located throughout the world for the purpose of
trading retail foreign currency options. Based on available bank records. and upon
information and belief. Defendants successfully solicited more than $1 million. and
continue to solicit. from individuals for the purported purpose of trading retail foreign
currency options.

2. In soliciting prospective clients. Defendants Atwood and Kardonick falsely



represent, among other things, that (1) Atwood and its traders are licensed and regulated
in the United States. (2) trading will occur on U.S. exchanges. (3) Atwood and Kardonick
have 30 years of experience and success trading foreign currency options. and (4) by
using a particular trading strategy. Atwood virtually guarantees profitable returns on all
trades and promises that clients will never lose their principal investment. In their
solicitations, Atwood and Kardonick fail to disclose, among other things, that Kardonick
and others at Atwood have criminal fraud convictions. Defendant Shapoff fraudulently
solicited at least one Atwood client by falsely representing that Atwood had an office in
Rochester, New York staffed with 16 traders. In his solicitations, Shapoff failed to
disclose, among other things, his criminal fraud conviction.

3. Atwood and Kardonick are not well-established, successful traders. The only
commodity trading accounts located are personal commodity futures and options accounts
held in Kardonick’s name. From 2003 through September 2008, Kardonick lost
approximately $1.7 million trading futures and options in these accounts.

4. Atwood and Kardonick also are' misappropriating client funds to pay for
personal and other expenses, such as airline tickets and internet services.

5. Atwood also created and issued false trade confirmations showing apparent
foreign currency option trades executed on behalf of clients and indicating that client
funds are held in individual segregated accounts. The trade confirmations do not reflect
that the trades occurred on an exchange or through a clearing firm or any- entity' registered
and permittéd to accept customer funds. The trading contirmations also do not reflect any

counterparty to the transactions. other than Atwood.
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6. By virtue of this conduct and the further conduct described herein. Defendants
have engaged. are engaging, or are about to engage in acts and practices in connection
with the offering of. entering into, confirmation of the execution of. or the maintenance of
foreign currency options in violation of the anti-fraud and false reporting provisions of
Section 4c(b). of the Commodity Exchange Act (the “Act™), 7 U.S.C. § 6c(b) (2006), as
amended by the Food, Conservation, and. Energy Act of 2008, Pub. L. No. 110-246, Title
XIII (the CFTC Reauthorization Act (“CRA™)), §§ 13101-13204, 122 Stat. 1651 (to be
codified at 7 U.S.C. §§ 1 et seqg. (effective June 18, 2008)), and Commission Regulations
1.1(b) and 32.9, 17 C.F.R. §§ 1.1(b) and 32.9 (2008).

7. Kardonick, Shapoff, and other Atwood employees, officers and agents,
committed the acts and omissions described herein within the course and scope of their
employment, office or agency at Atwood. Therefore, Atwood is liable under Section
2(a)(1)(B) of the Act, 7 U.S.C. § 2(a)(1)(B) (2006), as principal for its agents’ violations
of the Act and Commission Regulations.

8. Accordingly, pursuant to Sections 6¢ and 2(c)(2)(B) of the Act, 7 U.S.C.

§§ 13a-1 and 2(c}(2)(B) (2006), and Section 2(c)(2)(B) of Act as amended by the CRA, to
be codified at 7 U.S.C. § 2(c)(2)(B), the Commission brings this action to enjoin
Defendants’ unlawful acts and practices and to compel their compliance with the Act and
Commission Regulations and to further enjoin Defendants from engaging in any
commodity-related activity. In addition. the Commission seeks civil monetary penalties

and remedial ancillary relief. including, but not limited to, trading and registration bans.
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restitution, disgorgement. pre- and post-judgment interest. and such other relief as the
- Court may deem necessary and appropriate.

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

IL
JURISDICTION AND VENUE

10.  Section 6¢(a) of the Act, 7 U.S.C. § 13a-1 (2006), authorizes the Commission
to 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 violation of the Act or any rule, regulation, or order thereunder.

11.  The Commission has jurisdiction over the offered retail foreign currency
options here pursuant to Section 2(c)(2)(B) of the Act, 7 U.S.C. § 2(c)(2)(B) (2006), for
transactions that occurred before June 18, 2008, and pursuant to Section 2(c)(2)(B)(i) of
the Act as amended by the CRA, to be codified at 7 U.S.C. § 2(c)(2)(B)(1). for conduct
that occurred after June 18, 2008.

12.  Venue properly lies with this Court pursuant to Section 6¢(e) of the Act,
7U.S.C. § 13a-1(e) (2006), in that Defendants transact business in this District, among
other places. 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.
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THE PARTIES

A. Plaintiff

13.  The U.S. Commodity Futures Trading Commission is an independent
federal regulatory agency that is charged with fesponsibility for administering and
enforcing the provisions of the Act, 7 U.S.C. §§ 1 et seq. (2006), and the regulations
promulgated thereunder, 17 C.F.R. §§ 1 et seq. (2008).
B. Defendants

14.  Atwood Ltd. is aregistered New York corporation. Atwood Ltd. operates out
of Rio de‘Janeiro, Brazil but claims that its main office is in Rochester, New York.
Atwood Ltd., along with Atwood S.A., engages in the business of soliciting and accepting
funds from clients to trade foreign curfency options on their behalf. Atwood Ltd. has
never been registered with the Commission in any capacity. Atwood Ltd. also is not a
regulated entity that constitutes a proper counterparty to off-exchange foreigﬁ currency
transactions with retail customers, or non-eligible contract participants, within the
meaning of Section 2(c)(2)(B) of the Act, 7 U.S.C § 2(c)(2)}(B) (2006), for conduct that
occurred before June 18, 2008, or within the meaning of Section 2(c)(2)(B)(i) of the Act
as amended by the CRA., to be codified at 7 U.S.C § 2(c)(2)(B)(i), for conduct that
occurred on or after June 18, 2008,

15. Atwood S.A. is aregistered New York corporation. Atwood S.A. operates
out of Rio de Janeiro. Brazil but claims its main office in Rochester. New York. Atwood

S.A.. along with Atwood Ltd., is engaged in the business of soliciting clients and



accepting funds from cli}ems to trade foreign currency options with or on their behalf.
Atwood S.A. has never been registered with the Commission in any capacity. Atwood
S.A. also is not a regulated entity that constitutes a proper counterparty to off-exchange
foreign currency transactions with retail customers, or non-eligible contract participants.
within the meaning of Section 2(c)(2)(B) of the Act, 7 U.S.C § 2(c)(2)(B) (2006), ‘for
conduct that occurred before June 18, 2008, or within the meaning of Section
2(c)(2)(B)(1) of the Act as amended by the CRA, to be codified at 7 U.S.C § 2(c)(2)(B)(i).
for conduct that occurred on or after June 18, 2008.

16.  Kardonick is an individual who maintains addresses in Brooklyn, New York,
Pembroke Pines, Fiorida and Rio de Janeiro, Brazil. Kardonick, through Atwood, is
engaged in the business of soliciting clients and accepting funds to trade foreign currency
options with or on their behalf. Kardonick has identified himself as the president or a
principal of Atwood. Other Atwood representatives and the Atwood website describe
Kardonick as Atwood’s head analyst and trader. Kardonick is a signatory on bank
accounts in the name of Atwood Ltd. and Atwood S.A. He has never been registered
with the Commission in any capacity. Kardonick has criminal convictions for mail and
wire fraud.

17. Shapoff is an individﬁal whose last known residential address is in Pittsford,
New York. Shapoff is an agent. employee or officer of Atwood and has solicited clients
on behalf of Atwood to trade foreign currency options. Shapoff was the subject of two
CFTC reparations cases in 1979 in which the allegations included misrepresentation. non-

disclosure. misuse of customer funds and order execution. Shapoff also has criminal



convictions for mail and wire fraud. Shapoff is a signatory on an Atwood S.A. bank
account.
Iv.
FACTS
Defendants’ Successful Solicitation of Clients

18.  During the relevant period, Atwood and Kardonick fraudulently solicited and
accepted funds from at least five individuals located throughout the world, including the
United States, the United Kingdom and other parts of Western Europe, for the purported
purpose of trading foreign currency options. As alleged below, based upon available
bank records and upon information and belief, Atwood and Kardonick have fraudulently
solicited more than $1 million dollars, and continue to fraudulently solicit funds from
clients throughout the world. Atwood and Kardonick also are misappropriating client
funds for personal use.

19.  Atwood solicits clients through the internet at www.atwoodjames.com,'mail
flyers, other promotional material, cold calling and other personal solicitations. Atwood
S.A.’s solicitations focus on prospective clients located in Portugal and Atwood Ltd.’s
solicitations focus on prospective clients located in the United States, the United
Kingdom and elsewhere. However. Atwood S.A. and Atwood Ltd. representatives
generally refer only to “Atwood™ in their oral solicitations of prospective client.s.

20.  Inits written and oral solicitations. Atwood. directly and through its
employees. agents and officers. makes material misrepresentations and omissions

concerning, among other things. Atwood's operations and regulatory status. Atwood and






