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Recording of Telephone Lines
The purpose of this Circular is to draw each Member's attention to a new requirement which 
will be introduced following the successful transition of trading from Floor to Screen.

It is proposed that a rule be introduced requiring mandatory recording of telephone lines and 
other electronic devices in Members’ offices.

Currently the rules provide for mandatory Voice Recording Taping.  However, this requirement is limited 
to conversations conducted by Members’ employees on the telecommunication equipment located on 
the Exchange's premises and is not a mandatory requirement for Members’ Dealing Desk telephones 
and other telephones/electronic devices where instructions are received from clients.

In conducting surveillance investigations, routine compliance activity and investigation of complaints from 
clients of Members, access to telephone conversations is an invaluable source of evidence.  Allegations 
of trading abuses (such as prearrangement, withholding, disclosure, post allocation, attempting to 
influence settlement prices) can usually be either proved, or disproved, categorically by reference to 
telephone conversations.  In many instances, if such evidence was not available, the Exchange's 
regulatory ability would be impaired.   

Further, the more routine compliance issues such as testing the accuracy of times recorded on orders 
can only be achieved via access to the telephone tapes.  Taped telephone conversations provide an 
additional distinct, accurate and reliable audit trail (albeit for a limited period of time).

In addition to the above regulatory benefit, taping telephone conversations is of distinct commercial 
benefit to Members in the resolution of disputes.  Placing of orders and confirmation of fills etc can be 
replayed and the person in error readily identified. This avoids the time and resources necessary to 
resolve the dispute in the absence of tapes (eg. Arbitration).  This clear benefit to a Member's operation 
is demonstrated by the fact that the majority of Members already maintain systems to record telephone 
lines in their offices.

It is also a prescribed requirement for Client Agreement Forms to include a clause whereby the client 
acknowledges that telephone conversations with the Member can be recorded and that the client has 
the right to listen to the recordings in the event of a dispute or anticipated dispute.  On the basis of this 
clause, and current experience, most clients have the expectation that telephones are taped and rely on 
this in the event of a dispute.  This gives clients additional comfort in their dealings with a Broker in the 
knowledge that all telephone conversations are taped.

As a matter of policy, the Board has agreed in principle with the introduction of a rule 



requiring mandatory recording of telephone lines in Members’ offices.  Such tapes will be 
required to be retained for a minimum of 3 months.  The proposed new rule, to be effective 
upon the introduction of full electronic trading, is as follows:

G.8A (a) Recording by Member

(i) Each Floor Member and Associate Member dealing with Clients must record, at 
its own expense, all telephone lines and other electronic devices where 
instructions are received, or are likely to be received, from Clients.  Such 
recordings shall be retained for a minimum three (3) month period and shall be 
made available, as soon as practicable, to the Exchange upon request for the 
purpose of the Exchange fulfilling its regulatory responsibilities and to monitor 
compliance by its Members with the Exchange's Business Rules and the 
Corporations Law.

(ii) For the purpose of General By-Law G.8A, in respect of a Member which is a 
corporation  a "Client" shall include a related corporation as defined by the 
Corporations Law or a division of the Membe r - which is separate from the 
Member's futures division.

It should be noted that the above proposed rule is subject to final ratification by the Board.

The proposed new rule has, in addition to telephone lines, introduced a requirement that Members  must 
also record and retain a record of dealings that may be received by other electronic means, for example, 
e-mail, Reuters and Bloomberg terminals.   Although the Corporations Law and the Business Rules 
already require Members to retain records of client instructions, the inclusion in the new rule reinforces 
this obligation.

It should be highlighted that the Board, in its consideration of this new rule, noted that in exceptional 
circumstances such an emergency situation, a Member may receive instructions on a mobile phone 
which is not recorded.   In monitoring compliance with the new rule, such exceptional circumstances will 
be taken into consideration.

It should also be highlighted that the obligation to record all telephone lines for a minimum (three) 3 
month period does not replace the existing requirements to maintain internal records of orders detailing 
the times of receipt and transmission and nature of instruction.   As Members are aware, such internal 
order records are required to be retained for seven (7) years.

In summary, the proposed new rule requires each Floor Member and Associate Member dealing with 
Clients:

1) to record all telephone lines where instructions are received or are likely to be received from 
Clients;

Thus, where a telephone line is used to receive Client instructions, it must be recorded, at all 
times, and thus will also include all discussions with Clients, eg. expressions of interest, nature of 
the market, strategies, etc.

2) to record all electronic devices where instructions are received from Clients or are likely to be 
received, eg. e-mail, Reuters, Bloomberg terminals;

As in 1) above, the records should be made at all times.

3) recordings in 1) and 2) are to be retained for a minimum of  three (3) months;

4) recordings in 1) and 2) shall be made available to the Exchange as soon as practicable upon 
request for the purpose of the Exchange fulfilling its regulatory responsibilities and to monitor 
compliance; and



5) client instructions include related corporations and a division of the Member which is separate 
from the Member's futures division.

For those Members that do not currently maintain systems and equipment to record all relevant 
telephone lines in their offices, including branch offices, for a minimum of three (3) months, it is 
recommended that systems and equipment be implemented prior to 1 October 1999, to ensure 
compliance with the new rule.
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