
FINANCIAL INDUSTRY REGULATORY AUTHORITY 

OFFICE OF HEARING OFFICERS 

Department of Enforcement, 

Complainant, 

V. 

Joanna King Cheung, 
(CRD No. 3058119), 

Respondent. 

COMPLAINT 

The Department of Enforcement alleges: 

1. Respondent Joanna King Cheung (Cheung or Respondent) entered the securities 

business as an Investment Company-Variable Contracts Products Representative of a 

member of FINRA (f/k/a National Association of Securities Dealers or NASD) in 

June 1998. In October 2000, Cheung became registered in that capacity with Farmers 

Financial Solutions, LLC (Farmers). Farmers terminated her registration in-March 

2007. Cheung has not been associated with a FINRA member since March 2007. 

FINRA has jurisdiction to bring this action against Cheung pursuant to Article V, 

Section 4 of its By-laws. 
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OVERVIEW 

2. Between on or about August 1,2006 and on or about December 31,2006, Cheung 

mi sappropri ated funds intended for delivery to customers of Farmers Insurance 

Group, an affiliate of Farmers (the insurance affiliate) for which Cheung sold 

insurance products. Farmers learned of the misappropriation from the insurance 

affiliate after the insurance affiliate conducted an internal investigation of the 

misappropriation. 

3. FINRA staff commenced an investigation of Cheung's misappropriation upon receipt 

of the Uniform Termination Notice for Securities Industry Registration filed by 

Farmers. On July 19,2007, and August 10,2007, the staff requested Cheung's 

appearance at an on-the-record interview to answer questions concerning the matters 

under investigation. Cheung failed to appear for testimony. The Complaint alleges 

violations related to the misappropriation and the failure to appear. 

FIRST CAUSE OF ACTION 

(Misappropriation of Funds, Conduct Rule 2110) 

4. The Department realleges and incorporates by reference paragraphs 1-3 above. 

5. Between on or about August 1, 2006, and on or about December 31,2006r the 

insurance affiliate sent approximately 12 premium refund checks (the Refund 

Checks) to Cheung for delivery to approximately 12 customers of the insurance 

affiliate. Prior to August 2,2006, Cheung received a check issued by a title company 

for the benefit of another insurance customer (the Title Company Check). The 

amounts of the checks ranged from $2.55 to $184.20 and they totaled $610.35. 
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6. Cheung did not deliver the Refund Checks or the Title Company Check to the 

insurance customers. Instead, on four occasions, she deposited one or more of the 

checks to a bank account she maintained for the benefit of the insurance affiliate. The 

purpose of the account was to facilitate the transmission of premium payments 

Cheung received from insurance customers to the insurance affiliate. 

7. The insurance affiliate required Cheung to prepare and submit a record indicating the 

policies to which the deposited premium amounts should be applied. With respect to 

the Refund Checks and the Title Company Check, Cheung allocated the deposited 

amounts to a homeowner's policy or an automobile policy in her name. The insurance 

affiliate applied the checks as directed. Approximately $152.97 was applied to 

Cheung's homeowner's policy and approximately $457.38 was applied to Cheung's 

automobile policy. The dates upon which Cheung misappropriated funds, the 

customers and the amounts are set forth on Schedule A, attached hereto and 

incorporated herein by reference. 

8. On or about March 30, 2007, Cheung provided funds to the insurance affiliate to 

reimburse each insurance customer whose funds were misappropriated. 

9. Cheung's conduct, as described in paragraphs 5-7 above, constituted the 

misappropriation of funds for her personal benefit. Such conduct is inconsistent with 

high standards of commercial honor and just and equitable principles of trade. Each 

instance in which Cheung directed the insurance affiliate to apply a Refund Check or 

the Title Company Check to her homeowner's or automobile policy constituted a 

violation of Conduct Rule 2110. 
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SECOND CAUSE OF ACTION 

(Failure to Appear for Testimony, Procedural Rule 8210 and Conduct Rule 2110) 

10. The Department realleges and incorporates by reference paragraphs 1-3 and 5-9 

11. On July 19,2007, FINRA staff sent to Cheung a written request that Cheung appear 

at the offices of FINRA District No. 1 in San Francisco for an on-the-record interview 

on August 10,2007. The written request was made pursuant to Procedural Rule 8210 

and was sent by certified and first-class mail to Cheung at her most recent address of 

The written request was also sent by certified and first-class mail to an address that 

Cheung provided to the staff earlier in the investigation, 

12. The first-class and certified mailings to the CRD Address were returned marked 

uunable to forward." The first-class and certified mailings to the Alternate Address 

were returned with a handwritten notation "It's a business, no such person;" 

however, the staff also received a certified mail delivery receipt for the certified 

mailing to the Alternate Address that was signed by Cheung. 

13. Cheung did not contact the staff prior to the scheduled interview and she failed to 

appear on August 10,2007. 

14. On August 10,2007, FINRA staff sent a second written request to Cheung requesting 

her appearance at an on-the-record interview on August 22, 2007, at the San 

Francisco FINRA office. The request was made pursuant to Procedural Rule 8210 

above. 

record with FINRA, (the CRD Address). 

|(the Alternate Address). 
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and was sent by first-class and certified mail to the CRD Address and to the Alternate 

Address. 

15. The first-class and certified mailings to the CRD Address were returned to the staff 

marked return to sender. The certified mailing to the Alternate Address was returned 

marked attempted, not known. The first-class mailing was not returned. 

16. Cheung did not contact the staff prior to the scheduled interview and she failed to 

appear on August 22, 2007. 

17. Cheung's failures to appear for on-the-record interviews, as described in paragraphs 

11-16 above, constituted violations of Procedural Rule 8210. Further, her failures to 

appear were inconsistent with high standards of commercial honor and just and 

equitable principles of trade and constituted violations of Conduct Rule 2110. 

RELIEF REQUESTED 

WHEREFORE, the Department respectfully requests that the Panel: 

A. order that one or more of the sanctions provided under NASD Rule 8310(a), 

including monetary sanctions, be imposed. 

B. order that the Respondent bear such costs of proceeding as are deemed fair and 

appropriate under the circumstances in accordance with NASD Rule 8330. 
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FINRA DEPARTMENT O F ENFORCEMENT 

Date: November 2, 2007 
le D, Whelan, Senior Counsel 
aylorEgan, Regional Chief Counsel 

. Department of Enforcement 
A Montgomery Street, Suite 2100 
San Francisco, CA 94101 
Phone: 415-217-1121; Fax: 415-217-1201 

Of Counsel 
Rory C. Hynn 
Vice President & Chief Litigation Counsel 
FINRA Department of Enforcement 
1801 K Street, N.W., Suite 800 
Washington, D.C 20006 
(202) 974-2974; Fax: (202) 721-8318 

Mark P. Dauer 
Deputy Chief Litigation Counsel - Regions 
FINRA Department of Enforcement 
1100 Poydras Street 
Energy Centre, Suite 850 
New Orleans, LA 70163 
(504) 522-6527; Fax: (504) 522-4077 
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DISCIPLINARY PROCEEDING NO. 20070082S42 
DEPARTMENT OF ENFORCEMENT v. JOANNA KING CHEUNG 

SCHEDULEA 

Date of 
Misapproori ation Customer/s Amount 

8/2/06 HT/CL $134.64 
JK $17.87 

10/25/06 ZC $4.64 
MT/JA $28.75 
BNL $30.70 
QHH $54.03 

12/7/2006 MT/JW $184.20 
CC/HCL $2.55 

12/30/2006 JL/JW $6.80 
TH $12.55 
JS $30.21 
WL $42.00 
SC $61.41 

Total $61035 

7 


