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No: 457/08 

DISCIPLINARY MATTERS 
The ASX Disciplinary Tribunal (“the Tribunal”) has determined the following: 
ETRADE Australia Securities Limited (“ETRADE”) has been fined $20,000 (plus GST) 
for contravening ASX Market Rule 5.7.3 in failing to settle a Cash Market Transaction 
of 919,359 Colorado Group Ltd Equity Securities (“CDO”) to which it was a party, on or 
by the third Business Day following the date on which the transaction was created. 
ETRADE did not contest the contravention before the Tribunal. 
The Circumstances of this matter are detailed as follows: 
On 31 October 2006, ETRADE entered into a Cash Market Transaction to sell 919,359 
CDO Equity Securities on behalf of its client. ETRADE did not settle this transaction on 
or by the third Business Day (“T+3”) following the date that the transaction was created 
or reported to the market. The settlement date for a Cash Market Transaction entered 
into on 31 October 2006 was 3 November 2006. 
On 15 November 2006 ETRADE sent a request to CHESS to cancel the original 
arrangements in respect of the 919,359 CDO and to arrange settlement in two parts – 
the first for 819,359 CDO and the second for 100,000 CDO. The request was agreed to 
by CHESS. 
On 16 November 2006, the first part of the trade for 819,359 CDO was settled. This 
was nine days after T+3. 
On 12 December 2006, the second part of the trade for 100,000 CDO was settled. This 
was 26 days after T+3. 
In determining sanction, the Tribunal took into account a number of matters, 
including the following: 
(a) The matter was not self reported to ASX but came to ASX’s attention as a result of 

a complaint; 
(b) The seriousness in which the Tribunal regards breaches of ASX Market Rule 5.7.3; 
(c) ETRADE assisted and co-operated with ASX in its investigation; 
(d) ETRADE did not contest the Contravention; 
(e) There is no indication or evidence to suggest that the conduct was intentional or 

deliberate, nor that ETRADE sought to obtain any commercial advantage through 
the conduct; and 

(f) ETRADE was acting on behalf of a client and not as Principal. 
It is implicit that the overriding purpose and objective of ASX Market Rule 5.7.3 is to 
ensure the integrity and efficiency of the settlement system having regard to the ASX’s 
license obligations to conduct its market in a manner which is fair, orderly and 
transparent. There is a need to provide and promote commercial certainty for both 
participants and ASX in the settlement of market transactions, as well as to minimise 
counterparty risk and market exposure associated with delays in settlement periods. 
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The failure to comply with settlement requirements has the potential to adversely affect and undermine confidence in the 
integrity of the processes for the settlement of market transactions. The requirements under ASX Market Rule 5.7.3 and the 
strict obligation imposed upon Trading Participants to settle each market transaction to which they were a party on T+3 is a 
fundamental and core measure for ensuring the efficiency and integrity of the system for the settlement of market 
transactions. 
The Tribunal considers this Contravention to be a serious contravention, and that the imposition of this fine appropriately 
serves the purposes of protecting the interests of ASX and its participating organisations, and promoting confidence in the 
integrity of the markets. 
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