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RE: Proposed National Instrument 55-104
Insider Reporting Requirements and Exemptions

Dear Sirs/Mesdames:

This letter is submitted in response to the Notice and Request for Comment made by the
Canadian Securities Administrators (“CSA”) on proposed National Instrument 55-104 -
Insider Reporting Requirements and Exemptions (the “Proposed Rule”).

Astral Media is a leading Canadian media company, reaching people through a
combination of highly targeted media properties in television, radio, outdoor advertising,
and interactive media. Astral Media is the countrys largest broadcaster of English- and
French-language pay and specialty television services and operates, on its own or with
partners, 20 television services, including The Movie Network/HBO Canada, Super Ecran,
Family, Canal Vie, Canal D, VRAK. TV and TELETOON. Astral Media is also Canada’s
largest radio broadcaster W|th 83 licensed radio stations in 8 provinces, including Energie,
RockDétente, Virgin Radio, EZ Rock and The Bear. Astral Media Outdoor is one of
Canada’s most dynamic and innovative outdoor advertising companies with over 7,500
faces located in the largest markets in Québec and Ontario.
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Astral Media also operates over 100 websites with a high level of interactivity and a variety
of different products and services online. Astral Media employs over 2,800 people at its
facilities in Montréal, Toronto, and a number of cities throughout Canada. The shares of
Astral Media Inc. trade on the Toronto Stock Exchange under the ticker symbols
ACM.AJACM.B.

We appreciate the opportunity to comment on this important initiative on insider reporting
disclosure. We have the following comments on the Proposed Rule.

General

We fully support the proposed consolidation of insider reporting requirements and
exemptions in a single national instrument and we particularly support the narrowing of the
obligations to a core group of insiders who have access to material undisclosed information.

We are of the view that the period to file insider reports should not be shorter than
5 business, rather than calendar days. In addition, compensation arrangements that entitle
insiders solely to cash payments based on the value or growth in value of the reporting
issuer's shares over a specified period of time, such as restricted share units (“RSUs”) and
deferred share units (“DSUs"), should not be subject to the insider reporting requirements as
such compensation arrangements are in fact tax-deferred bonuses and are required to be
fully disclosed under Form 51-102F6. Cash-settled compensation arrangements such as
DSUs and SARs should therefore be specifically excluded from the definition of “related
financial instrument”. The principal objective of insider reporting should be to discourage
insider trading. Compensation arrangements such as DSUs and RSUs are generally not
transferable and, as such, there is no possibility of market manipulation.

As a general comment, we would urge the CSA to implement on a timely basis a review of
SEDI filing procedures with a view to ensuring that SEDI becomes more user-friendly. We
are of the view that improving SEDI filing procedures must be a priority.

Specific Requests for Comments

Our comments below generally follow the order set forth in the CSA request for comments.

1) Definition of “reporting insider”

We are of the view that the reporting requirements should be limited to persons who have
access to material undisclosed information and who exercise or have the ability to exercise
significant influence over the reporting issuer as set out in Subsection 3.2 (1)(i) of the
Proposed Rule (the “knowledge criteria”). While specifically designating certain prescribed
persons as “reporting insiders” simplifies the insider identification process, the proposed
definition of “reporting insider” is, in our view, too broadly drafted and will catch persons
(namely executives and directors of major subsidiaries and of significant shareholders) who
could not otherwise meet the knowledge criteria. We are of the view that executives and
directors of major subsidiaries and of significant shareholders should not be deemed
“reporting insiders” pursuant to Section 3.2 of the Proposed Rule and automatically subject
to insider reporting requirements. If they do not have access to undisclosed material
information nor any policy making power in respect of the reporting issuer they should not be
required to report their trades. Section 9.2 of the Companion Policy of the Proposed Rule
indicates that the CSA will consider applications for exemptive relief under such
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circumstances; however, we would suggest that a statutory exemption for executives and
directors of major subsidiaries and of significant shareholders who would not meet the
knowledge criteria in the Proposed Rule would be more efficient.

2) Definition of “major subsidiary”

Directors and officers of subsidiaries of reporting issuers are already “insiders” under the
securities legislation applicable in all jurisdictions. Subject to our comment under 1) above,
Section 3.2(1)(a) of the Proposed Rule would limit the insider reporting requirements
applicable to major subsidiaries only to directors and the CEO, COO and CFO of major
subsidiaries. For those situations, a threshold of 30% of consolidated assets or revenues
would be reasonable.

3) Reporting Deadline

We are of the view that 5 business days would be an appropriate reporting deadline, would
be the same as that of the U.K. and would balance the need for timely information to be
released in the market with the administrative burden of filing insider reports.

We agree that the current 10 day deadline for the filing of an initial report should be retained.
That timeline is particularly important for new insiders to get familiar with SEDI.

4) Definition of “significant shareholder”

We are of the view that the significant shareholder determination should be based on “any
class of the issuer's outstanding voting securities”. This information is currently required in a
reporting issuer's information circular by virtue of item 6 of Form 51-102F5. The CSA
should, however, clarify that, when determining securityholding ownership, an insider is
entitled to rely upon the most recent information provided by the reporting issuer in its
continuous disclosure documents, as permitted by section 2.1 of National Instrument 62-103
for the early warning reporting requirements.

We are of the view that different thresholds should continue to apply to the insider reporting
and the early warning requirements. The principal objective of the early warning system is to
alert the market of potentially significant transactions. The insider reporting requirements
serve different functions.

5) Concept of “related financial instrument”

Compensation arrangements that entitle insiders solely to cash payments based on the
value or growth in value of the reporting issuer’s shares over a specified period of time, such
as restricted share units (‘"RSUs") and deferred share units (‘DSUs"), should not be subject
to the insider reporting requirements as such compensation arrangements are in fact tax-
deferred bonuses and are required to be fully disclosed under Form 51-102F6. Cash-settled
compensation arrangements such as DSUs and SARs should therefore be specifically
excluded from the definition of “related financial instrument’. The principal objective of
insider reporting should be to discourage insider trading. Compensation arrangements such
as DSUs and RSUs are generally not transferable and, as such, there is no possibility of
market manipulation.
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6) Issuer grant report

We support the introduction of an issuer grant report and the corresponding exemption in the
Proposed Rule. We believe that this will address late filing problems which may result from
the unintentional failure of an issuer to inform insiders of an option grant on a timely basis
where the vesting date is far in the future.

We understand that CSA proposes to extend the limitation contained in Subsection 5.2 (3) of
NI 55-101 relating to the exemption for automatic securities purchase plans to the acquisition
of stock options granted to executive officers and directors. Reporting issuers would have to
file a notice on SEDAR disclosing the existence and material terms of the grant to rely on the
exemption. We understand that the rationale of the proposed exemption for issuer grants of
securities and related financial instruments is based on the fact that the decision to make the
grants originates with the issuer and there is no discrete investment decision made by
insiders under such circumstances. We are, therefore, of the view that the issuer grant
exemption should be treated in the same manner as the exemption for automatic securities
purchase plans contained in the Proposed Rule, without limitation for those insiders who do
not participate in the decision to grant options or other securities.

We are of the view that all the information relating to insider reporting should be available in
a single place. SEDI should remain the Canadian website where market participants can get
information about transactions made by insiders. Should the information be split between
SEDI and SEDAR, market participants risk being confused and the information that is
retrieved from either site will be potentially incomplete.

The annual filing approach for issuer grants of securities is consistent with the exemption for
automatic securities purchase plans and the reporting deadline is, in our view, appropriate.

We think that there is no need to reduce the 90 days filing deadline for filing annual insider
reports, as such, grants of securities do not involve transactions or investment decisions by
insiders.

7) Report by certain designated insiders for certain historical transactions

SEDAR contains valuable information on market transactions and continuous disclosure of
issuers. As set out above, insider reporting information should be filed in one place (SEDI)
to avoid fragmentation. Difficulties in filing reports about historical transactions should not be
addressed by imposing late filing fees, as the information contained in such reports is not of
the type needed to be disclosed in a timely manner. As discussed above, we urge CSA to
accelerate the proposed changes to SEDI in order to simply filing procedures.

8) Disclosure in shareholder meeting information circulars

As indicated in item 10.2 of Form 51-102F2 and item 7.2. of Form 51-102F5, a fee that is
applied on the late filing of an insider report is not a “penalty or sanction”. Therefore we
disagree with the proposal to disclose such late filings in an issuer's information circular.
However, if the CSA maintains its proposal to require disclosure of late filing fees, we think
that such disclosure should be made exclusively in the Annual Information Form since such
information would cover directors and executive officers instead of only directors. Moreover,
we think that disclosure should apply only to “repeat offenders” as the disclosure ultimately
penalizes the insider. This increased penalty should therefore not apply to a “one-time
offender”,
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Conclusion

The Proposed Rule does not indicate how the CSA intends to implement the new regime.
We would suggest a transitional period of 8 months in order to make sure that insiders will
be familiar with their new insider reporting requirements. The transitional period would be
particularly appropriate if the CSA is undertaking a modernization of SEDI.

Please do not hesitate to contact the undersigned should you have any questions
concerning our comments above.

Yours very truly,

0

Brigitte K. Catellier




