Equity Research

DHX Media
(DHX - $0.58)
Earnings Update

Deal Price: $1.59

Outperform
1,200,000 200
1.80
1,000,000 160
500,000 1.4
1.20
B00,000 1.00
0.80
400,000 ‘u 00
200,000 040
0.20
I
/I B A - A
Z 2 [=] 5 Y = @
o =
Market Capitalization $24.8 million
Outstanding Number of Shares 42.8 million
Options and Warrants (as of Sep 30, 2008) 6.3 million
Estimates ($ million except per share data)
Revenues 2009E 65.0
EBITDA 2009E 6.5
EPS 2009E 0.04

DHX Media is one of Canada’s leading independent
suppliers of television and film productions. The
Company produces, distributes and exploits ancillary
rights from television and film programming that
covers all genres with a significant focus on children,
youth and family content.

November 19, 2008

Supergrowth in revenues before the takeover

DHX Media announced its first quarter financials of the fiscal year 2009.
The Company’s revenues increased by 59%. Gross Margin was slightly
lower (30.1%) than 31% of the same period last year. Basic EPS of DHX
is $0.01 which remained same as Q1 2008.

The Company’s proprietary revenues for the quarter were up 65% as
compared to Q1 2008. This increase includes significant growth from
Halifax Film and Decode divisions as well as addition of $2.29 million
revenue from the Studio B division which was acquired in the second
quarter of 2008. Number of delivered half-hours of production for which
revenue was recognized increased 30% to 79.5 for Q1 2009, up from
61.0 for Q1 2008.

On September 28, 2008, the Company entered into an arrangement
agreement where Entertainment One (E1) proposes to acquire DHX
Media through a reverse takeover. Deal value is for $1.59 per DHX share.
E1 shareholders will receive one newly issued common share of DHX for
each E1 share held. DHX shareholders will be offered the alternative of
receiving either 0.9409 newly issued common shares for each existing
DHX share held or $0.3975 in cash and 0.7057 newly issued common
shares of DHX for each existing DHX shares held.

As we have stated in our previous News Update, we see this deal as
positive from the shareholders perspective, especially considering the
market price of the Company.

Since the announced revenues were above our estimates, we have
revised our annual revenue estimates slightly upwards. We keep the deal
value of $1.59 as our target price and “Outperform” recommendation
unchanged.
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DISCLAIMER

Citadel Securities Inc. and its affiliates do not beneficially own more than 1% and do not exercise control and direction over
greater than 10% of any class of the securities mentioned in this report as of the month end immediately preceding the date
of the publication of this report.

The authoring analyst, a member of the authoring analyst’s household, or any individual directly involved in the preparation of
this investment research does not have any position (long/short) in the shares or derivatives or any other financial interest in
the relevant issuer, the value of which increases as the value of the underlying equity increases.

Citadel Securities Inc. has been in the selling group for the financing of the Company in the 12 months preceding the date
of the publication of this report. The research analyst has not received compensation based upon revenues from Investment
Banking Services in the 12 months preceding the date of the publication of this report.

No partner, director, or officer of Citadel Securities Inc. or research analyst involved in the preparation of this report provided
services to the issuer for remuneration in the 12 months preceding the date of the publication of this report other than
normal-course investment-advisory or trade-execution services.

John William Ritchie, a director of the Company, is a shareholder of Citadel Securities Inc.
Citadel Securities Inc. is not making a market in equity or equity-related security of the Company mentioned in this report.
The research analyst has visited the headquarters and operations of the Company.

All information contained in this report has been obtained from sources Citadel Securities Inc. believed to be reliable but

is not guaranteed by us and may be incomplete. Any opinion expressed in this report is based upon our analysis and is
subject to change. This report is prepared for purposes of providing information to investors who are expected to make their
own investment decisions without undue reliance on this report. Therefore, no article or statement can be construed as a
solicitation or offer to buy or sell the securities mentioned herein.

Citadel Securities Inc. may act as financial advisor, fiscal agent, or underwriter for the Company mentioned herein and may
receive remuneration for its services. Citadel Securities Inc. or its officers, directors, representatives, and associates may have
a position in the security mentioned herein. Because of the differences in laws regulating investments and trading in all
countries, the securities mentioned in this report might not be eligible for sale in some jurisdictions.
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All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Citadel Securities
Inc. None of the material or its content nor any copy of it may be altered in any way or transmitted to or distributed to any other party
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RATING

Citadel Securities Inc. utilizes a three-tiered rating system to identify the total expected return of a stock over the next 12 months.
Outperform: 15% or more

Market Perform: Between 15% and —15%

Underperform: —=15% or less

Distribution of Ratings can be found on Citadel Securities Inc.’s website, www.citadelsecurities.ca.
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