RECEIVED

FINANCIAL INDUSTRY REGULATORY AUTHORIEY |
OFFICE OF HEARING OFFICERS 822 P g 5 5

LA

FREETRATILY

< DISCi noyipe
DEPARTMENT OF ENFORCEMENT, CLesuny

Complainant,
DISCIPLINARY PROCEEDING
V. No. 2008012835301

DAVID M. PIAZZA (CRD No. 4347282),

Respondent.

COMPLAINT

The Department of Enforcement alleges:
SUMMARY

1. Respondent David M. Piazza failed to observe high standards of comumercial honor-
and just and equitable principles of trade in connection with his handling of the funds of his
insurance customers. Specifically, Piazza misused a customer’s funds by failing to promptly
deposit a premium payment, depositing those funds into his own account, and using payments of
other customers intended to pay their premiums to cover the misappropriated premium payment.
In order to avoid discovery of his misconduct, Piazza falsified various insurance company

records. Piazza admitted in writing that he had engaged in this and other wrongdoing.

2. In addition, Piazza failed to provide documents sought from him pursuant to

Procedural Rule 8210.

3. By virtue of this conduct, Piazza violated NASD Conduct Rule 2110 and NASD

Procedural Rule 8210,
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BACKGROUND AND JURISDICTION

4. Piazza was employed in the securities industry from January 2001 until March 2008,
He was registered as an Investment Company and Variable Contracts Products Representative
(Series 6} and Agent (Uniform State Law Examination) (Series 63) with Farmerg Financial
Solutions, LLC during that time period. He was also an insurance agent with Farmcrs Insurance
Group from February 2000 until March 2008. Piazza's employment was terminated by Farmers
Financial Solutions, LLC on March 20, 2008, as a result of the conduct described in the First

Cause of Action.

5. FINRA retains jurisdiction over Piazza pursuant to Asticle V, Section 4(a)(iii) of
FINRA’s By-Laws, because this Complaint is being filed within two years after the date upon
which Piazza ceased to be associated with a member firm.

FiRsT CAUSE OF ACTION

Improper Use of Customer Funds and Falsification of Records
[Violation of NASD Conduct Rule 2110]

6. In approximately August 2007, Piazza received a $5280 premium payment from an
insurance customer, referred to herein as “J.R.,” as payment for 2 new business insurance policy.

7. Piazza entered J.R.’s premium payment into Farmers Insurance Group’s payment |
receipt system, but did not deposit the check into the insurance company’s bank account, as he
wag required to do under the insurance company’s procedures. He instead deposited the check
_ into his own bank account. |

8. Piazza did not place J.R.’s business with any insurance company until November
2007. At that time, Piazza used (or “rolled”) premium payments from other customers to make

up for the premium payment he had collected from J.R. and deposited into his own bank account.



9. At the time Piazza’s misuse of J.R.’s funds was uncovered in February 2008, Piazza
still had not repaid $2100 of J.R.’s $5280 premium amount. It was only after his misconduct
was uncovered that he repaid the remaining $2100 he had misappropriated from J.R.'s premium
payment.

10. In a written statement dated March 13, 2008, Piazza admitted that he had engag;.ed in
this and other similar misconduct as to other customers “for about the last five months.” In the
statement, Piazza admitted that “[t]o make sure that ACA deposits [customer premium
payments] were deposited | would roll the premiums I have collected from other insured [sic]
and apply to the other insured’s policies.”

11. In order to avoid detection of his misconduct, including failure to update policy
information on a timely basis and his use of his own funds to pay premiums, Piazza temporarily
changed the billing and mailing addresses on approximately one hundred accounts to his own
address.

12. By engaging in the conduct described above, Piazza engaged in conduct inconsistent
with high standards of commercial honor and just and equitable principles of trade in violation of
NASD Conduct Rule 2110,

SECOND CAUSE OF ACTION
Failure to Provide Information

[Violation of NASD Procedural Rule
8210 and NASD Conduct Rule 2110}

13. Paragraphs 1-12 are repeated and realleged herein.
14. On April 2, 2008, FINRA staff sent a letter to Piazza requiring him to provide
information in connection with an investigation into the matters alleged in the First Cause of

Action pursuant to Procedural Rule 8210. The letter was sent by certified mail and regular first



class mail to Piazza’s address as listed in the Central Registration Depository (CRD) system. No
response was received from Piazza, and FINRA staff sent a second request for information, also
pursuant to Procedural Rule 8210, on June 11, 2008.

15. Upon receipt of the second letter, Piazza informed the staff that his attorney had
responded to the first request on April 22, 2008. On June 30, 2008, Piazza’s attorney provided
information in response to the April 2 and June 11 requests. This was the first communication
that staff reeeived on behalf of Piazza.

16. On November 20, 2008, the staff sent Piazza a request for additional informatim‘:
pursuant to Procedural Rule 8210. The letter was sent by certified mail and regular first class
mail to Piazza’s address in the CRD system, and required him to provide the information by
December 5, 2008.

17. The certified mail receipt card for the November 20 request was signed by Piazza on
November 22, 2008. The regular first class mailing was not returned to FINRA'as undeliverable.

18. Piazza did not respond to the November 20 request.

19. On December 10, 2008, the staff sent Piazza a second request for the information:
requested on November 20. This request, which was also made pursuant to Prooédural Rule
8210, was sent by certified mail and regular first class mail to Piazza’s address in the CRD
system, and required him to provide the information by December 24, 2008.

20. The certified mail receipt card for the December 1 request was signed by Piazza on
December 13, 2008. The regular first class mailing was not returned to FINRA as undeliverable.

21. In a letter received by FINRA on December 29, 2008, Piazza requested an
unspecified amount of additional time to respond to the request. He cited a lack of time to copy

some of the documents and difficulty in obtaining documents relating to closed bank accounts.



22. On December 30, 2008, the staff granted Piazza an extension of time to provide the
information untj} January 14, 2009. The staff offered to copy any of the documents which Piazza
was unable to copy promptly, and asked Piazza to provide documentation of his efforts to obtain
any documents that he could not provide by the new deadline. Piazza did not provide any further
response to the staff,

23. As of the date of this Complaint, Piazza has not provided the required documents or
otherwise communicated with the staff in connection with the request.

24. By virtue of the foregoing, Piazza viclated Procedural Rule 82 10, and thereby

violated Conduct Rule 2110.

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Hearing Panel
Al order that one or more of the sanctions provided under FINRA 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 FINRA Rule 8330.
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