
FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

N O v '2007011878502 -

TO: Department ofEnfbrcerneiit 
Financial Industry Regulatory Authority ("FINRA") 

RE: i Benedict Patrick Tonunasino, Respondent 
Former Securities Lending Supervisor 
(CRD No. 1828742) 

Pursuant to Rule 9216 of the FINRA Code of Procedure, Respondent Benedict Patrick 
Tonunasino R̂espondent? or "Tommaaino") submits this Letter of Acceptance, Waiver 
and Consent ("AWC) for the purpose of settlement of the alleged rule violations 
described below. This AWC is submitted on the condition that, if accepted, FINRA will 
not bring any future actions against TommasiDo alleging violations based on the same 
factual findings described herein. 
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ACCEPTANCE AND CONSENT 

A I hereby accept and consent, without admitting or denying the findings, and solely 
for the purposes of this proceeding and any other proceeding brought by or on 
behalf of FINRA, or to which FINRA is a party, prior to a hearing and without an 
adjudication of any issue of law or fact, to the entry of tie following findings by 
FINRA: 

BACKGROUND 

Tommasino was bom in ^ ^ ^ ^ H . He entered the securities industry in September 
1974 as a securities lending employee at a FINRA member firm. Tommasino became 
registered as a securities lending supervisor in Jane 1988. Tommasino left that FINRA 
member firm and joined RBC Capital Markets Corporation ("RBCCMC" or the "Firm") 
(formerly known as RBC Donunion Securities Corporation) as a securities lending 
employee in March 1995, During the period March 2004 through November 2004 (the 



"Relevant Period") Tommasino was the bead trader of the Finn's stock loan department 
(the "Stock Loan Departaent"). 

RELEVANT PRIOR DISCIPLINARY BTSTORV 

Respondent does not have any prior disciplinary history. 

OVERVIEW 

On arJproximately she occasions during the Relevant Period, Tommasino, while employed 
as a registered securities tending supervisor with RBCCMC, permitted Shields 
histitutionat, ("Shields"), a non-registered finder, to act in a capacity that required it to be a 
registered broker-dealer. Furthermore, Tommasino was aware that Dennis T. Palmeri, Sr. 
("Pahneri, Sr."), the primary individual associated with Shields, was barred from the 
securities industry in 1997 pursuant to an order of the Securities and Exchange 
Commission ("SEC"). In these instances, Tonunasino allowed Shields to act in a capacity 
beyond that of a normal finder and one that required registration in that Palmeri, Sr. 
negotiated the terms of stock loan transactions and dictated counterparties to those 
transactions. Tommasino also agreed to pay Shields based on earnings generated by 
related arbitrage tiansactioris, and arranged for the funds to be transmitted to another 
broker-dealer to make the transaction-based compensation to Shields, These actions all 
required that Shields and/or Palmeri, Sr. be a registered broker-dealer under the federal 
securities laws. The investigative record also revealed that, among other things, in 
connection with some of the stock loans arranged by Shields, Tomtnastno railed to disclose 
to RBCCMC that he had agreed to pay and caused profit-based coinpensation to be 
transmitted to a non-registered person who had been barred from the securities industry 
and/or a finder. 

BACKGROUND OP STOCK LOAN 

m a typical stock loan transaction, a financial institution that needs to borrow a security 
communicates that need to other financial institutions known to engage in stock loan 
transactions. Upon locating the security it needs, the borrowing institution will establish 
wnb the lender the three financial terms of the transactkm. The first term is the form of the 
collateral, cash or securities. The second term is the amount of collateral, for domestic 
securities typically 102% of the market value of the securities being borrowed The third 
term is die cost the borrower will pay to borrow the securities, called a lending fee. 

The borrower in a stock loan transaction pays the collateral to the lender and the lender 
delivers the securities to the borrower. The lender invests the cash collateral at short-term 
(overnight Fed funds) interest rates. The lender retains part of the interest it receives on 
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the cash coUateral as its fee for tending the securities, this is known as the lending fee- The 
lender returns the remainder of the interest income on the collateral to the borrower, this is 
known as the rebate-
In a situation where the securities that are the subject of the loan are readily available for 
loan, the lender keeps only a very small portion of the interest earned on the coUateral and 
returns, or rebates, the vast majority of the interest to the borrower. Conversely, when the 
security that is the subject of the stock loan transaction is scarce or otherwise "hard-io-
borrow," the lender retains most or all of the interest on the collateral and returns little if 
any to the borrower of the stock. Supply and demand determines the price the borrower 
pays to borrow the stock. The less stock there is available to borrow and/or the harder it is 
to locate, the more the borrower pays for the privilege of borrowing it. 

In some circumstances in vorvrng "hardStĉ oncnv" stocks, the interest earned on the cash 
collateral may not be sufficient to cover the entire borrowing fee. In these instances, the 
borrower must make payment to the lender, above and beyond the interest earned on the 
cash collateral, for the privilege of borrowing the stock; this is called a negative rebate, m 
almost all instances, the rebate rate associated with a particular stock loan contract is an 
indicator of me supply and demand of the subject security. 

Finders to stock loan transactions, in exchange for a fee, assist a borrower in locating 
securities and, less frequently a lender in finding a borrower for securities it has available 
to lend Most finders are not registered broker-dealers and generally act only to locate the 
security. Electronic mail and facsimile transmission nave enabled parties that engage in 
stock loan activities to inform each other almost instantaneously of the securities they have 
available to lend or need to borrow, thus eliminating, in many cases, the need for finders. 
As described above, in sanations involving 'Tiara-to-borrow" securities, finders frequently 
perform real and valuable services. Finder's fees are typically negotiated by the finder 
with the paying counterparty and calculated based on the nominal value of the stock loan, 
the period u» loan is open, and the maure of and demand fcfu^seeu^ 

¥ACTS AND VIOLATIVE CONDUCT 

Transaction-Based Pavmeats to Nca-regfttcrtd Finder 

Pursuant to Section 15(aXl) of the Securities Exchange Act of1934 (the "Exchange Acf X 
It shall be unlawful for any broker or dealer... to make use of the mails or any means or 
msoumeirtalrty of interstate commerce to effect any transactions in, or to induce the 
purchase or sale of; any security... unless such broker wdeder is registered.. " 

The SEC has denned the parameters within which a finder's actions may require broker-
dealer registration. Factors considered in reaching such a determination include, (1) 
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whether the finder was involved in negotiations; (2) whether the finder engaged 
solicitation of investors; (3) whether the finder was compensated on a transaĉ on-related 
basis; and (4) whether the finder was previously involved in the sale of securities and/or 
was disciplined for prior securities activities. A finder who participates in the activities 
described by these factors may be deemed to be acting in the capacity of a broker-dealer 
requiring registration. 

Pursuant to NYSE Rule 345(a), no member organization shall permit any natural person to 
perform regularly the duties customarily performed by a securities lending representative, 
unless such person shall have been registered with, qualified by and is acceptable to the 
NYSE. NYSE Rule 345, as interpreted by NYSE Imerpretatiori Handbook, NYSE Rule 
34S(aV02, precludes member organizations from paying to non-registered persons 
compensation based upon the business of customers they direct to member organizations 
it among other things: (a) the compensation is formulated as a direct percentage of the 
comimssbns or income generated, or (b) payment is other than on an isolated basis, or (c) 
such person regularly engages in activity which may be reasonably expected to result in the 
procurement of new customers or orders. 

A Profit-Based Payments to Non-reastered Finder 

In 2004, Tommasino was the head trader on the RBCCMC stock loan desk. Palmeri Sr. 
was the primary individual associated with finder firm, Shields. Pursuant to a plea 
agreement, in February 1994 Palmeri, Sr. was convicted in federal court of aiding and 
abetting his employer's violation of certain federal securities laws. Palmeri, Sr. was 
sentenced to two years probation and ordered to perform 400 hours of conmnmity service 
and pay a $100,000 fine. In connection with the criminai matter, in 1997 the SEC barred 
Palmeri, Sr. from association with any broker, dealer, municipal securities dealer, 
mvestroent adviser or mvestment company, with the right to reapply for association after 
two years to the appropriate setf-regulatory organization, or if there is none, to the SEC.1 

To <tote, Palmeri, Sr. remains barred from the securities industry.2 

Dennis T.ft>frim ^ An B ^ B . K*\ ifl*Q7 {April to, 1997). The conduct fin- winch 
Palmeri. Sr. was convicted coasaaed of, among other things, locating a source of securities U»a» his 
employer borrowed in order to unhwndly elect dividend reinvestment options and filing a Mse tax 
return. 

Shields is a non-registered finder firm, not a broker, dealer, municipal securities dealer, investment 
advisor or investment company. Accordingly, the bar imposed by me SEC did not prohibit 
Palmeri, Sr. from associating wifli Shields. AAfctk» .̂ tera"pewraas^ 
or dealer" is defined in Section 3(18) of (he Sororities Exchange Act of 1934 to mean partner, 
offi^, director or branch 
performing similar ftmaions), any pasoa directly or tnfoecuy coon-olling, controlled by, or under 
co&nnoo catOrxA wifli such broker or deakr, or any employee of such broker or dealer. Thus, the 
SBC bar did not preclude Palmeri, Sr. from being employed by Shields and in tint manner doing 
badness with BBC in &e capacity of a non-registered finder 
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Centex Transactions 

In early 2004, the market anticipated that CEMEX, S.A de C.V. ("Cemex") would declare 
a dividend in May 2004. The anticipated dividend was expected to be payable m cash or 
shares at the election of the holder. It was anticipated mat the stock dividend would pay a 
r̂ emium of approximately twenty percent over the cash addend. 

In April 2004, Tommasino, in addition to being the head of RBCCMCs stock loan desk, 
was a participant in a business arrangement among RBCCMC, its parent "ABC7, and its 
affiliate "ABCEL" referred to as the "Joint Venture." For his participation in the Joint 
Venture, Temniasmo identified potentially profitable trading opportunities in which 
ABCEL might engage financed by ABC, and borrowed the stocks for ABCEL. 

In April 2004, Palmeri, Sr. informed Tommasino of the potential Cemex dividend 
arbitrage. Palmeri, Sr. told Tonunasino that he had identified sources that would lend their 
Cemex shares. Palmeri, Sr. repeatedly assured Tommasino that, based on his established 
relationships with the entities lending the Cemex shares, he was certain that the lenders 
would elect the cash dividend on a significant portion of the shares allowing for a 
profitable arbitrage on the shares. Palmeri, Sr. expressed in a variety of ways that it was 
his goal to be compensated based on the prrjfitatolity of an arbitrage on the Cemex snares. 
Toannasino informed Palmeri, Sr. that ABCEL engaged in dividend arbitrage transactions 
and that he would show the trade to ABCEL. 

Toinniasino contacted a trader with ABCEL ("Trader") who was also a participant in the 
Joint Venture to inform htm of the potential Cemex arbitrage. In presenting the Cemex: 
arbitrage to Trader, Tommasino explained that Palmeri, Sr., a finder, was the immediate 
source of the stock. Toixmtasmo proposed to Trader that Palmeri, Sr. be paid 50% of the 
profits generated by any Cemex arbitrage the Joint Venture engaged in with snares 
borrowed through Shields. Trader countered by asking if Shields would similarly share in 
50% of any losses the arbitrage should incur. In response Tommasino stated that Shields 
would take half the losses but stressed that because Palmeri, Sr. was locating the Cemex 
shares, and had relationships with the lenders, there would be no such losses. 

At the time Tommasino began to borrow the Cemex shares, there was an understanding 
between Tommasino and Palmeri, Sr. that Palmeri, Sr., doing business as Shields, would 
he paid based on the profits of the arbitrage. Tommasino and Palmeri, Sr. agreed that the 
payment to Shields would not be made directly by RBCCMC. Palmeri, Sr. and 
Tommasiao agreed that RBCCMC would send Palmeri, Sr.'s share of the profits to 
Raymond James for payment on to Shields. 

Palmeri, Sr. identified 13 million shares of Cemex to be borrowed by RBCCMC and 
arranged for RBCCMC to borrow the shares through imertnediaries. The wtenitediaries 
through which RBCCMC borrowed the shares and die number of shares RBCCMC 
borrowed fiom each were determined by Palmeri, Sr. and were subject to change only as 

5 



necessary to detenmne that lending agreements and a sufficient credit line exist for each 
proposed counterparty and number of shares. In addition. Palmeri Sr. established the 
rebate rate that RBCCMC would receive from or pay to each courrterparty when borrowing 
the shares. 
In April 2004, Tommasino, on behalf of RBCCMC, borrowed 13,000,000 shares of Cemex 
at Palmeri, Sr.'s direction. Tĉ nmasino did not determine the cttuntjerparty from whom the 
shares were to be borrowed, the number of shares to be borrowed fiom each lender; or the 
rebate rate it would receive in connection with the borrows. Tommasino perrmtted 
Palmeri Sr. to establish all of the terms of each Cemex borrow transaction 

Tommasino, on behalf of RBCCMC, loaned these shares to its affiliate ABCEL which held 
the position over record date and elected the stock dividend on a0 thirteen million shares; 
Based on the elections of the underrying lenders, ABCEL returned either cash or stock to 
the underlying lender. If the stock, dividend was elected by the underlying lenders, no 
arbitrage profit was generated. Qmversely, if the underlying lenders elected to receive 
cash, ABCEL sent an "in lieu of payment equal to the value of the cash dividend These 
transactions generated an arbitrage profit from the difference between the sale of the stock 
elected and toe cash paid to the underlying lenders. 

Hie violations occurred because Totnmasino allowed a non-registered finder to act in 
capacities and to an extent reqinring registration. Further, he agreed that RBCCMC would 
pay and arranged for RBCCMC to pay transaction-based compensation to a non-registered 
finder. RBCCMC realized a profit of apf̂ xunately $1.25 million on the Cemex arbitrage 
transaction. Pursuant to Tommasino's arrangement to pay a portion of the profit to 
Shields; Tomrnastno caused RBCCMC3 to forward a transaction-based payment of 
$300,000 to Raymond James on Shields' behalf. The payment was based on RBCCMC's 
and its affiliate's profits on the arbitrage transaction. 

Trader, Tommasi&o and Tommasino's supervisor on the stock loan desk were supposed to 
determine together the amount of compensation to be paid to the finder on the Cemex 
transaction. Instead, Tonunasino unilaterally determined the amount of the wmr̂ osatiotL 

Pursuant to a separate agreement between Raymond James4 and Palmeri, Sr., Raymond 
James deducted costs of the transactions, primarily the premium payments to lenders 
which Palmeri, Sr. had negotiated, and retained $40,000, representing approximately 15% 
of the net profit on the transaction- Raymond James paid Shields $222,269 presenting 
85% of the net profit on the transaction. 

RBCCMC entered into an AWC at FINRA in February 200$ baaed on ftcse fects, in which 
KBCĈ CwMcsasarjedenidfĥ  

Raymond James entered into an AWC at FINRA in September 200* largely based on these fccts, in 
watch Raymond James was censured and fii^Slarilh^iolanBgtotnisniaflcr. 
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Other Improper Transaction-BasedPayments to Shields 

ToramasiBo, on behalf of RBCCMC, effected approximately rive other profit-sharing 
events with Shields related to arbitrage transactions between January and October 2004 
(the "other arbitrage transactions"). In connection who the other arbitrage transactions, 
Tonunasino caused RBCCMC to pay Shields a total of approximately $163,943. All of the 
other arbitrage transactions were run through Raymond James with which Palmeri, Sr. had 
a standing agreement to receive transaction-based rmymerrts. Pursuant to this agreement, 
Raymond James received each of the traiisactiott-hased payments which Tommasino 
directed from RBCCMC, then deducted the costs associated with the transaction, retained 
20% of the balance and paid the remaining 80% to Shields. 

B. Failing to Disclose Finder Payments 

In connection with the other arbitrage transactions, Tonunasino did not disclose to anyone 
at RBCCMC or any of its affiliates the amount he had agreed to have paid to Palmeri, Sr. 
Instead, he roughly calculated the Finn's anticipated profit on the transaction, and the 
portion to be paid to Palmeri, Sr. based on the anticipated profits. Tommasino then built 
die payment for Palmeri, Sr. into the amount to be paid by the Firm when it borrowed the 
shares. In each of these instances, Tĉ iunasino, on behalf of the Firm borrowed the shares 
located by Palmeri, Sr. through Raymond James or other coimterpaities at Palmeri, Sr's 
direction and agreed to and caused RBCCMC to pay a portion of the profits to Raymond 
James for payment on to Palmeri, Sr. 

Palmeri, Sr.*s activities reqiiired registration as a broker-dealer in that he solicited parties 
to engage in the securities lending transactions, negotiated all the terms of the borrows and 
loans, was paid transaction-based compensation, and bad previously been disciplined in 
connection with his activities in the securities industry. Tommasino knew of Pahneri, 
Sr.'s crimmal and disciplinary history, yet hnproperiy permitted him to act as a non-
registered stock lending rejnesertative for the Firm, and arranged for Palmeri, Sr. to 
receive profit-based payments on stock loan transactions he brought to the Ftrm. 

C Books and Record s 

By agreeing to pay the finder through another entity, Tommasino caused the Firm's books 
and records to be inaccurate m that they did not reflect the participation of finders in 
certain transactions. AdMrriorHLlly, Tĉ nmasmo caused the Finn's books and records to fail 
to reflect mat the Firm mdirectJy made payments to a finder by forwarding money to 
Raymond lames for payment to Shields and, that the payments to Shields were transaction-
based conmensation. 
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VIOLATIVE CONDUCT BY THE RESPONDENT 

Caused his member firm employer to aid and abet a violation of Section 15(aXl) of 
the Securities Exchange Act of 1934 and violated NASD Rule 2110 in that* on one 
or more occasions, he pexmhted a person or entity not registered as a broker-dealer 
in accordance with federal securities laws and who had been barred from the 
securities industry to perfbnn duties that require registratiocL 

Caused his member firm employer to violate New York Stock Exchange, LLC Rule 
345(a) in that he permitted a person who was not registered with, qualified by or 
acceptable to the Exchange to perfbnn regularly the duties customarily performed 
by a seairities lending t̂ resenlauve. 

Violated NASD Rules 2420 and 2110 by failing to observe, in the conduct of his 
business, high standards of corrunertial honor and just and equitable principles of 
trade m that, on one or more occasions, he: 

a. - agreed to pay and caused transaction-based cotrwensation to be traiisniitted 
to a non-reastered person who had been barred from the securities industry; 

b. failed to disclose to his member firm employer that he had agreed to 
pay and caused transaction-based compensation to be transmitted to a 
unregistered person who had been barred from the securities industry; and 

c. foiled to disclose to his member firm employer that he had agreed to 
pay and caused transaction-based compensation to be transontted to a 
finder. 

Violated NASD Conduct Rules 3110 and 2U0 in that he caused the Firm to 
maintain and preserve inaccurate books and records in violation of Section 17(a) of 
the Seairities Exchange Act of 1934 and SEC Rules 17a-3 and 17a-4, immnilgated 
thereunder, and NASD Conduct Rules 3110 and 2110. 

I also consent to foe mmosntoii of me following sanctions: 

1. A twenty month suspension in all capacities with any FINRA member firm; 

2. A consecutive two-month suspension from acting in a principal capacity 
with any FINRA member firm; and 

3. a $30,000 fine. 
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The fine shall be due and payable either immediately upon reassociation with a member 
firm following the twenty month suspension noted above, or prior to any application or 
request for relief from any statutory disqualification resulting from this or any other event 
or preceding, whichever is earlier. 

I specifically and vohintarily waive any right to chum that I am unable to pay, now or at 
any time hereafter, the monetary sanctions) imposed in this matter. 

I understand that if I am barred or suspended from associating with any FINRA, member, I 
become subject to a statutory aisqualffianjon as that term is defined in Section 3(aX39) of 
the Securities Exchange Act of 1934, as amended. Accordingly, I may not be associated 
with any FINRA member m any capacity, including clerical or tmnisterial functions, 
<hmng the period of the bar or sus|>enskm{^ FINRA Rules 8310 and 8311). 

The sanctions imposed herein shall be effective on a date set by FINRA staff Pursuant to 
FINRA Rule 8313(e), a bar or expulsion shall become effective upon approval or 
acceptance of this AWC 

IL 

WAIVER OP PROCEM/RAL RIGHTS 

I specifically and voluntarily waive the following rights granted under the FINRA Code of 
Procedure: 

A To have a Complaint issued sperifyrog the allegations against me; 

B. To be notified of the Complaint and have the oprxtftumty to answer the allegations 
in writing; 

C. To defend against the allegations in a disciplinary hearing before a hearing panel, to 
have a written record of the bearing made and to have a written decision issued; 
and 

D. To appeal any such, decision to the National Adjudicatory Council ("NAC") and 
then to the U.S. Securities and Exchange Commission and a U.S. Court of Appeals. 

Further, I specifically and voluntarily waive any right to claim bias or piejudgment of the 
General Counsel, the NAC, or any member of the NAC, in connection with such person's 
or body's participation in discussions regarding the terms and conditions of this AWC, or 
other consideration of this AWC, uwhidmg acceptance or rejection of this AWC. 
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I farmer specifically and voluntarily waive any right to claim that a person violated the ex 
parte prohibitions of FINRA. Rule 9143 under the FINRA Code of Procedure or the 
separation of functions prohibitions of FINRA Rule 9144 under the FINRA Code of 
Procedure, in cotmection with such person's or body's parudpatioii in discussions 
regaining the terms and corahtions of mis AWC, or other consideration of this AWC, 
including its acceptance or rejection. 

OTHER MATTERS 

I understand that: 

A Submission of the AWC is voluntary and will not resolve this matter unless and 
until it has been reviewed and accepted by the NAC, a Review Subcommittee of 
the NAC, or the Office of Disciplinary Affairs ("ODA"), pursuant to FINRA Rule 
9216; 

B. If this AWC is not accepted, its submission will not be used as evidence to prove 
any of the allegations against me me; and 

C If accepted: 

1. this AWC will become part of my permanent disciplinary record and may 
be considered in any future actions brought by FINRA or any other 
regulator against me; 

2. this AWC will be made available through FINRA's public disclosure 
program in response to public inquiries about my disciplinary record; 

3. FINRA may make a public announcement concerning this agreement and 
the subject matter tliereofm 

4. I may not take any action or make or permit to be made any public 
statement, todudiug in regulatory filings or otherwise, denying, directly or 
mdirecuy, any finding in mis AWC or create the impression that the AWC 
is without factual basis. I may not take any position in any proceeding 
brought by or on behalf of FINRA, or to which FINRA is a party, that is 
inconsistent with any part of this AWC. Nothing in this provision affects 
my right to take legal or factual positions in litigation or other legal 
proceedings in which FINRA is not a parry. 
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I certify that I have read and understand all of the provisions of this AWC and has been 
given a mil opportunity to ask questions about it; mat 1 nave agreed to its provisions 
voluntarily; and that no Oder, threat, mducerneat. or promise of any kind, other than the 
terms set forth herein and foe prospect of avoiding the issuance of e Complaint, has been 
made to induce me to submit it 

MarfcS. Cohen, Esq. 
Counsel for the Iteŝ ndent 
Cohen & Gresser U P 
100 Park Avenue 
New York, NY 100] 7 
212-957-7601 

Accepted by FINRA; 

. y / ^ ^ / ^ y _ Signed on behalf of the 
Date Director of QDA, by delegated authority 

Linda S. 
Vice President 
FINRA Department ofBrfbrcement 
14 Wall Street 
New York, NY 10005 
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