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Hojin Kyung (CRD No. 2659191),

Respondent

COMPLAINT

The Department of Enforcement (“Enforcement™) alleges:
SUMMARY

1. During the months of July and October 2009, Hojin Kyung (“Kyung™) violated
FINRA Rule 2010 by misappropriating a total of $3,443.57 from two customers of his insurance
company employer. At the time, he was an independent contractor registered representative
employed by Farmers Financial Solutions LLC (*Farmers Financial™), a FINRA registrant. The
money that he misappropriated was insurance premiums paid by customers of Farmers Insurance
Group (“FIG™), an affiliate of Farmers Financial. Kyung was also an insurance agent for FIG at
all times relevant herein. Kyung failed to deposit the premiums into an FIG account or remit the
customers’ insurance premiums to FIG. Instead, he misappropriated the funds by depositing the

premiums into his own account and withdrawing cash and making other payments.



RESPONDENT AND JURISDICTION

2. From October 1995 to August 2001, Kyung was employed and registered with
several FINRA-regulated firms.

3. From April 2002 to November 2009, Kyung was an independent contractor and
registered at FINRA as a General Securities Representative and Principal at Farmers Financial.

4. Farmers Financial filed an amended Form U-5 (“Uniform Termination Notice for
Securities Industry Registration™), dated February 2, 2010, reporting that FIG found that Kyung
misappropriated property and casualty insurance premiums prior to his resignation on November
30, 20009.

5. From April 2010 to September 2011, Kyung was employed and registered with
another FINRA-regulated firm. On September 12, 2011, this firm filed a Form U-5 for Kyung,
reporting that his employment had been terminated on September 9, 2011 due to declining
business activity and a regulatory investigation into his activities at a prior firm.

6. Although Kyung is no longer registered or associated with a FINRA-regulated
firm, he remains subject to FINRA’s jurisdiction pursuant to Article V, Section 4 of FINRA’s
By-Laws, because the Complaint was filed within two years after the effective date of his
termination of registration from last member firm employer, namely when that firm filed a Form
U-5 on September 12, 2011. FINRA has jurisdiction over Kyung until at least September 11,

2013.

CAUSE OF ACTION

Misappropriation of Funds
[Violation of FINRA Rule 2010]

7. The Department realleges and incorporates by reference paragraphs 1to 6, above.



8. FINRA Rule 2010 requires an associated person, in the conduct of his or her
business, to “observe high standards of commercial honor and just and equitable principles of
trade.”

9. In July and October 2009, Kyung misappropriated insurance premium payments
made by two FIG customers.

10.  InFebruary 2010, after receiving a complaint initiated by one of the customers in
January 2010, FIG completed a special internal audit of Kyung’s handling of insurance customer
premiums. During the audit, FIG found evidence of misappropriation from two customers by
Kyung, notified Farmers Financial, and continued the customers’ insurance policy coverage.
Farmers Financial then filed an amended Form U-5 for Kyung (who had already left the firm in

November 2009) reporting the conduct.

Misappropriation of EJI.’s Insurance Premium

1l On or about July10, 2009, one of Kyung’s insurance customers, EJL, gave Kyung
a check in the amount of $664.91 as payment of a premium on an insurance policy.

12.  Asan FIG agent, Kyung was required to collect and promptly remit monies due to
FIG from its insurance customers.

13.  Under FIG procedures, when an agent collects a premium for insurance business,
he is supposed to make an entry into FIG’s automated premium receipt system to reflect that
payment was made, place the business with one of FIG’s insurance companies, and deposit the
premium payment into a FIG bank account to which the agent has deposit access only.

14.  On or about July 15, 2009, Kyung deposited EJL’s check into his own personal

trust account, rather than the FIG account where he had deposit access only.



15. On or about July 16, 2009, Kyung withdrew $680 in cash from the trust account,
leaving a balance of approximately $1.41.

16. At various times during the months that followed, Kyung’s trust account had a
negative balance and had checks returned for insufficient funds.

17.  Kyung did not remit the $664.91 as payment for EJL’s insurance policy to FIG in
January 2010 when FIG notified Kyung of the missing premium payment or in April 2010 when

Kyung closed the trust account.

18.  On or about February 1, 2011, a year and seven months after EJL. gave the July
2009 payment to Kyung, Kyung remitted the $664.91 to FIG’s outside counsel. He did so after
FIG mtiated collection proceedings against him and after FINRA commenced its investigation

into this matter.
Misappropriation of JWH’s Insurance Premiums

19. On or about October 20, 2009, JWH, another of Kyung’s insurance customers,
gave Kyung three checks, in the amounts of $1,940.50, $541.16, and $297 for three insurance
policies.

20.  The first two checks were insurance premium payments for policies sold by FIG.
Kyung deposited these checks on October 28, 2009 and November 5, 2009, respectively, into his
own personal trust account, rather than the FIG account where he had deposit access only.

21. The third check was an insurance premium payment for a policy not sold by
FIG. Kyung deposited this check in his trust account on December 1, 2009, rather than the FIG
account where he had deposit access only.

22.  Following each of the deposits of JWH’s premium payments, Kyung made

multiple cash withdrawals and check payments from the trust account. From October 28, 2009



to November 30, 2009, Kyung withdrew $2,013. He also made multiple Paypal payments drawn
on the trust account during the same time period.

23.  Asaresult of the foregoing withdrawals and payments, the trust account had a
balance of $316.52 as of December 7, 2009.

24.  Kyung did not remit JIMH’s payments to FIG or any other insurance carrier for
JMH’s insurance policies in January 2010 when FIG notified Kyung of the missing premium
payments or in April 2010 when Kyung closed the trust account.

25.  On or about February 1, 2011, a year and three months after JHM gave Kyung the
October 2009 payments, Kyung remitted the $2,778.66 to FIG’s outside counsel. He did so after
FIG initiated collection proceedings against him and after FINRA commenced its investigation
into this matter.

26. By virtue of the foregoing conduct, Kyung engaged in misappropriation, and thus
failed to adhere to high standards of commercial honor and just and equitable principles of trade

in violation of FINRA Rule 2010.

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel:

A. make findings of fact and conclusions of law that Respondent(s) committed the
violations charged and alleged herein;

B. order that one or more of the sanctions provided under FINRA Rule 8310(a),
including monetary sanctions, be imposed.

C. 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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