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Summary

The questionnaire on disclosure requirements in effect in the jurisdictions of the members of the
Development Committee was completed by twenty-seven members of the Committee. This
represents a level of response of over 90% of the members who participate in the work of the

Committee.

The questionnaire was designed to provide some general indications as to the extent and the
nature of the disclosure requirements currently in effect in the countries represented on the
Development Committee. The questionnaire was divided in four parts:

1) Part A: Registration of Securities or Filing of Prospectuses;

2) Part B: Continuing Disclosure Obligations;

3) Part C: Listing of Securities;

4) Part D: Private Offerings.
This is only the first step in the process of trying to establish minimum disclosure standards for

emerging markets. The responses to the questionnaire are essential to determine the level of
disclosure in these markets.

From the results we are able to tell that the major elements of disclosure: prospectus, financial
statements, reporting of material changes and transactions by insiders are covered in the great
majority of markets. However, we will need further information to determine both the quality and
the timeliness of the disclosure.

Following the publication of the results of the questionnaire, the Development Committee has
decided to deal with the issue of disclosure standards in the following way:

1) To develop a set of general minimum standards of disclosure;

2) To develop, in stages, a set of specific minimum standards of disclosure.
This document is published for the information of the members of IOSCO, the practitioners and

the public. However, it is important to point out that this document does not purport to report on
the quality of the disclosure but solely on the general requirements.



The Importance of Disclosure in Developing Efficient Markets

The fundamental principle of efficient markets is that share prices reflect all the information
available. In such a market, no one should be able to benefit from information that is not
available to the public in general. Disclosure is therefore essential for the markets to operate

efficiently.

Most emerging markets do not have satisfactory disclosure requirements in place to ensure an
efficient market and to attract foreign investors should they wish to do so.

Another essential element in developing markets is to able to build up the confidence of the
investors. Confidence can only be achieved if a sound disclosure regime is in place. Without
such confidence, large number of investors will not come to the market and therefore will not
create the necessary liquidity for an efficient market.

Analysis

Part A: Registration of Securities or Filing of Prospectuses

More than 88% of the jurisdictions indicate that their regulatory framework provides for the
registration of securities with a government agency and that issuers must go through a clearing

process prior to a public offering.

Close to 89% of the members have a requirement that the financial information in the prospectus
be audited. However, the auditing has to be performed in accordance with domestic standards.
The quality of auditing standards may vary considerably from country to country. Only one
member accepts the international accounting standards without reconciliation to domestic
standards for the preparation of financial statements to be included in the prospectus.

A majority of members indicated that the prospectus must be delivered to prospective investors.

Part B: Continuing Disclosure Obligations

In more than 92% of the jurisdictions, issuers that distribute a prospectus or list securities on an
exchange incur a continuing obligation to provide information yearly or periodically to a regulatory
or self-regulatory organization or to their shareholders.

In almost all cases audited financial statements must be provided by an issuer as part of its

continuing disclosure obligations. Over 69% of the members also require periodic financial
statements. Most of the time, semi-annual unaudited financial statements are required.



Disclosure of material changes by the issuer is requested by almost all the jurisdictions.
However, the method of disclosure and the timeleness of this disclosure vary considerably

between countries.

Reporting of transactions made by insiders in the securities of their company is only required 54%
of the members. A great majority of members prohibit trading by an insider when he is is
possession of privileged information.

Although regulation or rules for proxy information exist in 81% of the jurisdictions, the level of
information provided to shareholders and the method of delivery of this information may vary quite

a bit.

Part C: Listing of Securities

It is interesting to note that 85% of the members indicate that securities can be traded in their
countries without a listing on a stock exchange. To encourage listings on stock exchanges, 69%
of the members report that their governments have introduced incentive programs.

As was the case for prospectuses, most jurisdictions require listing applications to be cleared
before listing on a stock exchange. The disclosure requirements are quite similar to those for

prospectuses.
Part D: Regulation Concerning Public and Private Offerings

Most members (85%) make a distinction between a public and a private offering. Nearly half
indicate that a privatization offering is considered diffirently from a regular public offering.

A very high number of members, close to 70%, mention that they do not recognize the concept
of sophisticated investor and do not contemplate different disclosure regimes for the offerings
made to this type of investors.
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