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Our objectives are

To grow and develop as a leading manufacturer of high power and high reliability electronic products

Our key values are

Customers
Delivering confidence in our products and services through applying high standards of quality and
whilst maintaining a personal and flexible approach to our customers.

Engineering
Enabling access to the best engineering skills and applyihnge hi ghest techni cal
requirements.

Profitability
Sustaining and developing our business through directing efforts into the most profitable sectors
business.

Integrity
Being honest, straightforward and reliable in depith people across all areas of our business.

Table of Contents

LOT0T 1] =T} Y21 = o 1= USRS 4
Letter t0 SHArENOIUEIS. ... e e e s e e e s e e eeer e e e 5
Management DISCUSSION & ANAIYSIS.........ouuuiiiiiiii i ceecicisi e e e e et emmr e e s s e e e eeaeteeeneseeaaeseeessnnnnnnannd 6
Consolidated Statements of Earnings and Deficit (Unaudited)...........ccoooiiiieeeeiiiiiiii e, 11
Consolidated Statements of Comprehensive Income (Unaudited)............coouimmmiiiiieiiiiiiiee e 12
Consolidated Statements of Accumulated Other Comprehensive Loss fddaud..............cccveviiceeeinnnnn, 12
Consolidated Balance Sheets (UNAUAILEA).........coiiiiiiiiiie i 13
Consolidated Statements of Cash FIows (Unaudited)...........coooiiiiiimmiiiiiiiiiieee e 14
Notes to the Consolidated Financial Statements (Unaudited)..............ooiiiieniiiiiiiiiniiieee e 15
(o] foTo] =1 =N 101 (0] 400F= 1110 ] 4 O PP PP OUPPRTPPPRTN 25

This report may contain forward looking statements that involve a number of risks and uncertainties, including statemaémgsthegoutiook
forthe Corporabn 6s business and results of operations. By natur aly
from those indicated. Such factors include, without limitation, the various factors set forth in the Management DiscAssitysi& of this
report as discussed in public disclosure documents filed with the Canadian Regulatory Authorities. Dynex disclaimsiamyirabtigation
to update or revise any forward looking statement whether as a result of new informatiorgveitseor otherwise.
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Company Profile

Dynex designs and manufactures high power bipolar semiconductors, high power insulated gate bipolar transistor
(IGBT) modules, high power electronic assemblies, and radiation hard siliesapphire integrated circgi{SOS

| Cds) . The Company6s power products are used worl dwi d
power transmission and distribution, renewable and distributed energy, marine and rail traction motor drives,
aerospace, electric vehiclesdirstrial automation and controls and power supplies. Its IC products are used in
demanding applications in the aerospace industry. Dynex Semiconductor Ltd is its only operating business and is
based in Lincoln, England in a facility housing the fully imtgégd silicon fabrication, assembly and test, sales,

design and development operations. Dynex is majority owned by CSR Times Electric Co Ltd.

CSR Times Electric is based in Hunan Province in the People's Republic of China. It is listed on the Hong Kong
stock exchangewiww.timeselectric.cn/én CSR Times Electric is the leading trdinrne electrical system provider

and integrator for the railway industry in China. It is engaged in developing, manufacturiagllamgitrain power
converters, auxiliary power supply equipment and control systems for trains and for urban rail systems. In addition,
CSR Times Electric designs, manufactures and sells electrical components including power semiconductor devices.

The ombination of Dynex and CSR Times Electric brings together two of the leading worldwide high power
semiconductor manufacturers

Company Facts

DPI Technologies Inc. was founded in February 1998
DPI Technologies Inc. changed its name to Dynex Power Indain1999
Dynex Semiconductor Ltd was formed to acquire the assets of the Lincoln Business Unit in January

2000

The Lincoln Business Unit was founded in Lincoln England in 1956 and had previously traded as:
AEI Semiconductors Ltd (AEI)
Marconi Electronic Devices Ltd (MEDL)
GEGCPlessey Semiconductors Ltd. (GPS)

Zhuzhou CSR Times Electric Co. Ltd acquired 75% of Dynex Power Inc. in October 2008
263 employees (September 2008)

ISO9001:2000 and 1SO14001:2004 approved

Further informationwww.dynexsemi.com

Products

High power bipolar discrete semiconductors

High power IGBT modules

High power electronic assemblies and components
High reliability siliconon-sapphire ICs

Customers & Mar kets

Our customers are electronic equipment manufacturers and maintenance providers in the following sectors:
Industrial power transmission and distribution
-Electric power transmission and distribution
-Renewable and distributed power
-Heavy industriesigch as steel and mining
-Factory automation
Marine propulsion and ehoard systems
Railway propulsion and ehoard systems
Aircraft power electronic systems
Space satellite applications
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Letter to Shareholders

Four years ago | wrote my first letter thaseholders

as the newly appointed CEO of Dynex. Then we
were faced with falling revenues, lack of working
capital, a weak order book, poor gross margins and
high net losses. Now, as you will find in reading this
interim report, | am delighted to say that have
strong and growing revenues, improved gross
margins and a strong order book. At the same time |
am equally pleased to report that we are now under
75% share ownership by Zhuzhou CSR Times
Electric Co., Ltd and four new Directors, nominated
by TimesElectric, have joined our Board.

The new Directors are Lu Penghu Executive
Director and President of CSR Times Electric, Feng
JiangHua - Vice President and Chief Technology
Officer of CSR Times Electric, Shu LiHuiGeneral
Manager of the Power Eleonics Business Unit of
CSR Times Electric, and Peter Tan Vice General
Manager of the Overseas Business Unit of CSR
Times Electric. It is with great pleasure that |
welcome these new Directors to Dynex.

Focus on high power products, sustaining the
integraed circuit business, a highly skilled,
committed and loyal work force and operational
efficiencies have all contributed to our improved
performance over recent years. But this has only
been possible through the continued support of our
shareholders and onprnrexecutive Directors.

In particular | would like to mention our former
Chairman, David Banks who placed his trust in the
new management team and continued to invest in the
business at difficult times, both through equity and
through providing much need loans, and applied
himself vigorously in engaging other investors and
promoting Dynex. David remains on the Board at
this time as a Director providing helpful continuity.

| would also like to acknowledge Daniel Owen who
has stepped down as Director. [Rdn stood
alongside David Banks as both an investor and a loan
provider during difficult times. He used his business
skills and experience to good end in constructively
challenging both management and other Directors to
ensure the best and most informectidiens were
taken at all times.

Our UK based Director Keith Ralls has also stepped
down. Keith brought to the Board a wealth of
industry management experience and a -well
balanced common sense approach. He was also a
regular visitor to the Lincoln plant toattend

management business reviews where he gave valued
encouragement and support.

Our fourth norexecutive Director, Debbie
Weinstein, also our longest serving Director, remains
on the Board. Debbie is an invaluable Director,
articulate, and highly knowtgeable in legal and
corporate affairs. We value her advice and support in
all matters and more recently her strong contribution
to the success of the Times Electric transaction.

Both myself and Bob Lockwood remain in our
current positions and we are laog forward to the
next phase of Dynex0s

Times Electricds majority

Dynex is in a sector that is driven by the global
requirements for improved transportation, by
reduced carbon emissions, by energy efficiency in
manufaturing and by the demand for high quality
electric supply. Despite the current economic
climate, the longerm demand for our products has
remained strong resulting in a 1.39 book to bill ratio
year to date. Consequently during 2008 we increased
our capial expenditure to upgrade our production
facilities, particularly for bipolar products, and in the
coming year Dynex will seek further investment
particularly for IGBT power module production.

In terms of our outlook, as expected, our net profits
and grossmargins are lower in the second half of
2008 than in the first half due to product mix,
increased energy costs and the -offe costs
associated with the Times Electric transaction.
However, we still expect 2008 in total to deliver a
robust result with gneth over the previous year.

Looking ahead to 2009, although the cost inflation
and product mix issues will present a challenge to
gross profits through the first half, we expect our
revenue to remain strong.

Thank you for your interest in Dynex and | hoymai
find this interim report useful.

SN

Paul Taylor
President and Chief Executive Officer
18 November 2008
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Management Discussion & semiconductor duct groups with a significant but
. expected fall in Integrated Circuits.

Analysis

The following discussion and analysis should be read
in conjunction with the Consolidated Financial
Statements ah Notes of the Company for the
guarters ended September 30th, 2008 and 2007.

This report contains certain forwalaboking
statements that involve a number of risks and
uncertainties, including statements regarding the
outl ook for t he @asubtsu @f 6 s
operation. By nature, these risks and uncertainties
could cause actual results to differ materially from
those indicated. Such factors include, without
limitation, the various factors set forth in the
Management Discussion & Analysis of this oepas
discussed in public disclosure documents filed with
Canadian regulatory authorities.

Overview

As expected, the results for the quarter were not as
good as those reported in the second quarter.
Although revenue remained at a high level and was
only 4% lower than the previous quarter, the product
mix led to the gross profit falling to 23%. This had
been expected and is likely to be more representative
of the level of gross profit in the foreseeable future.
A significant level of oneff costs relatedo the
acquisition of a
Zhuzhou CSR Times Electric resulted in expenses as
a percentage of revenue rising from 17.8% to 19.7%.
As a consequence of these changes, the Company
reported net earnings for the quarter of $808,
compared to net earnings of $2.3 million for the
preceding quarter and $915,000 for the
corresponding quarter of last year.

The results for the year to date plus the strength of
the order book at the quarter end means that
management expects that botevenue and net
earnings in 2008 as a whole will improve on the
figures reported in 2007.

Revenue

Revenue for the third quarter of 2008 was $9.3

million, down by $424,000 or 4% from the second

guarter. Sales in all three power semiconductor
product grops increased but there was a significant

and expected decrease in the sales of Integrated
Circuits.

Compared to the corresponding quarter of last year,
revenue was up by $643,000 or 7%. Here again,
there were increases in all three power

maj or i t ybubfér onedifeost€ elatipgato thedagquisitioroof &

For the year to date, revenue was $27.2 million, up
by $4.7 million or 21% over last year. An increase
was recorded in all product groups

Gross Margin

The gross margin was 23.0% the third quarter of
2008 compared to 40.2% in the second quarter. The
gross margin in the preceding quarter had been
exceptionally lgh and had not been expected to be
maintained. The gross margin was 25.5% in the
corresponding quarter of last year. Thduction was

a result of increased sales of the lower margin Power
Modules and reduced sales of higher margin
Integrated Circuits.

For the year to date, gross margin was 31.7%
compared to 21.8% last year. Increased volume and a
particularly favourable mduct mix year to date
accounts for the improvement. The product mix for
the fourth quarter is expected to be similar to that in
the third quarter.

Expenses

Overhead expenses in the third quarter of 2008 of
$1.8 million were $109,000 or 6% higher tharthie

second quarter. Overhead costs would have fallen

by

maj ority of the Companyds st

Electric.

Compared to the corresponding quarter of 2007,
overhead expenses rose by $442000 or 32&seH
again overhead costs would have fallen but for-one
off costs relating to the acquisition of a majority of
the Companyds stock by CSR Ti
For the year to date, overhead expenses of $5.1

million were $1.0 million or 27% higher than last

yea. The increase in percentage terms is only

slightly more than the increase in revenue and would

have been lower but for the cn# costs referred to

above.

Interest & Other Income

Interest and other income was $86,000 in the third
quarter of 2008, compad to $46,000 in the
preceding quarter and $94,000 in the corresponding
quarter of last year. A major constituent of Other
Income continues to be the $38,000 quarterly release
of deferred revenue arising from the sale and
leaseback of a building in 2003he figures in the
current quarter and the corresponding quarter of
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2007 included $37,000 and $44,000 respectively of
non-production sales.

Foreign Exchange Gains and Losses

There was a foreign exchange gain in the quarter of
$7,000, compared to a gain &46,000 in the
preceding quarter and a gain of $3,000 in the
corresponding quarter of last year. By their nature,
these gains and losses are unpredictable.

Income Taxes

As a result of brought forward UK tax losses, no tax
is payable on the earnings reded in the quarter nor

on the earnings recorded in the preceding quarter and
the corresponding quarter of last year.

The UK tax losses, which stood at £2.9 million at the
start of 2008, are expected to be almost fully utilized
by the end of the year.

Net Earnings

The Company reported net earnings of $395,000 in
the quarter compared to net earnings in the previous
quarter of $2.3 million. The reduction in net earnings
was expected as a result of the adverse product mix
and oneoff costs relating to the gaisition of a
majority of t he
Electric.

The net earnings in the third quarter were $520,000
or 57% lower than the net earnings reported in the
corresponding quarter of last year. The reduction is
entirely accounted for byne oneoff factors referred

to above.

Net earnings for the year to date of $3.9 million
compare favourably with the net earnings in the
same period of last year of $1.1 million. The
dramatic improvement reflects the significant
increase in the volume ofales that took place
around the middle of last year combined with the
very favourable product mix in the first two quarters
of 2008.

Segmental Analysis

Sales prices in Sterling in all business segments have
increased slightly over the last 12 months. The
average dollar rate against sterling has remained
reasonably stable between the current quarter and the
preceding quarter but has strengthened by 9% since
the corresponding quarter of last year.

Revenue for the Bipolar Discrete Group in the
quarter of $48 million was $56,000 or 1% higher

than the previous quarter and $530,000 or 12%
higher than in the corresponding quarter of last year.

These increases reflect the strength of global demand
and our ability to respond to this increased demand.
Significant capital expenditure is being invested in
this area to ensure that we can continue to respond to
increases in demand.

Revenue for Power Modules Group in the quarter of
$1.7 million was $402,000 or 30% higher than the
preceding quarter and $648,000 or 6@#gher than

in the corresponding quarter of last year and is the
highest quarterly figure ever for Power Modules. As
with the Bipolar Discrete Group, the increases reflect
our ability to respond to increased demand. Plans are
now being developed in conjuien with CSR
Times Electric for a significant increase in our
capacity in this area in order to meet their future
demand for these products.

Revenue for the Power Electronic Assemblies Group
of $1.7 million was $533,000 or 44% higher than in
the previousquarter and $458,000 or 36% higher
than in the corresponding quarter of last year and
was the highest quarterly figure for Power Electronic
Assemblies for five years.

Revenue from Integrated Circuits for the quarter of

Comp any 6 $1.0smillioncras $blymillich DB |dwemtreus the

figure in the preceding quarter and $1.0 million or
49% lower than in the corresponding quarter of
2007. The fall in Integrated Circuits revenue had

been expected. Revenue is expected to remain at this

level for the next three quarters digea shortage of
usable wafer stock. New wafer stock is expected to
be available in the second half of 2009.

Seasonality

Management does not regard the business as
seasonal. Changes in quarterly revenues in Bipolar
Discrete units and Power Modules gefigraeflect
the customersbd
key raw materials. In the case of Power Electronic
Assemblies and Integrated Circuits, small numbers
of large contracts drive both these segments. The
delivery of a large contract in a paular quarter can
cause revenue to fluctuate significantly, giving the
appearance of seasonality.

Liquidity & Capital Resources

As a result of the earnings figure for the quarter and
a significant reduction in inventory levels, offset in
part by high cagal expenditure, the total borrowings
of the Company have fallen by $698,000.

The Company has completed $2.6 million of capital
expenditure so far this year and management expects
to complete a further $2.5 to $3.0 million in the final
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quarter in orderto improve efficiency, to provide
additional capacity to meet customer orders and to
enable further growth of the business. A leasing
facility is being negotiated to finance roughly half of
this expenditure with much of the rest being financed
from cash low. Further significant capital
expenditure is expected in the next few years.
Discussions are taking place with CSR Times
Electric on how this expenditure is to be financed.

The Company has capital commitments at the quarter
end of $1.1 million mainlydr the purchase of new
fabrication equipment for bipolar products. The
purchases will be paid for through leasing and from
cash flow.

The Company had no off balance sheet financing
arrangements at the quarter end.

Selected Financial Information

Quaterly Figures

2008 2008 2008 2007 2007

Q3 Q2 Q1 Q4 Q3

Revenue 9,349 9,773 8,084 7,656 8,706
Net earnings/(loss) 395 2,291 1,171 1,106 915
Basic EPS 0.01 0.06 0.04 0.03 0.03
Diluted EPS 0.01 0.06 0.03 0.03 0.03
Total assets 18,204 18,58C 15,082 15,087 14,763
Long term liabilities 2,583 2,846 3,844 3,726 3,908
Cash Dividends declare 0 0 0 0 0

Annual Figures

2007 2007 2006 2007 2006 2005
Q2 Q1 Q4 FY FY FY
6,630 7,163 6,671 30,155 23,713 22,761
189  (38) 423 2,172 (273) (1,788)
0.01 (0.00) 0.1 0.07 (0.01) (0.07)
0.01 (0.00) 0.1 0.06 (0.01) (0.07)
13,094 13,377 13,652 15,087 13,652 12,798
4,165 4,449 4,841 3,726 4,841 4,444

0 0 0 0 0 0

Selected quarterly financial information (taken from
the unaudited quarterly reportsiand annual
information (taken from the annual reports) is
presented above. All figures have been prepared in
accordance with Canadian generally accepted
accounting principles. All amounts are stated in
thousands of Dollars except for earnings per share
figures (EPS) which are stated in Dollars per share.
The figures for long term liabilities do not include
deferred revenues, as these will not give rise to a
cash outflow.

Annual revenue in Dollars rose only slightly between
2005 and 2006 and has grown rsfggantly since
then, suggesting the improvement in sales volumes
started in early 2007. However, when viewed in
Sterling terms, in which all revenues are initially
recorded, revenue grew by over 10% in 2006,
indicating an earlier start to the volume gtbw
Quarterly revenues are more volatile but the general
upward trend is still quite discernible. Management
believes that revenue will remain at or slightly above
the current level in the short term.

The reduction in the annual loss between 2005 and
2006 clearly shows the impact of lortgrm cost
reduction initiatives. The return to profitability in
2007 and the increased profitability in 2008 resulted

more from revenue growth in a business with
relatively high fixed costs. The step change in
profitability in the third quarter of 2007 arose from
an increase in volume. The net earnings in the
second quarter of 2008 were due to a particularly
high revenue for the quarter and an exceptional
product mix. It is not expected to be repeated in the
near future. Th net earnings figure for the third
quarter of 2008 was adversely affected by -offe
costs relating to the acquisition of a majority of the
Companyds stock by CSR
those one off costs it would have been more in line
with the net earings from Q3 2007 to Q1 2008.

Risk Management

The level of worldwide demand for power
semiconductors  and power  semiconductor
assemblies is one of the key uncertainties for the
Company. Demand was at a relatively low level
during 2002 and 2003. The incitte of widespread
power blackouts, the rising cost of energy and the
global plan to reduce carbon emissions have led to
widespread discussion of the need for significant
investment in power electronic equipment,
electrification of transport systems, altative power
generation and high quality power transmission and
distribution. Investments in such areas over the last
few vyears are benefiting the Company. The

Quarterly Report September 2008
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continuing attention to carbon emissions and the
volatility in oil prices both suggested that higower
semiconductor demand would remain strong for the
foreseeable future. More recently, however, a
widespread financial crisis has led to recessionary
fears in many economies and at the time of writing
we are seeing those fears being fulfilled. To date
Management has seen no indication that demand for
power semiconductors is reducing, but the outlook is
more uncertain than before.

Worldwide demand for silicon has risen sharply of
late, mainly driven by the demands of the solar
power industry. Any shdage in supply of silicon is
likely to have a direct impact on costs and the
volume of business that the Company can carry out.
However, the arrival of new suppliers in the
marketplace seems to be easing the supply situation
slightly.

The Comp anhodterm fimancenfacibty is
with a subsidiary of an Icelandic bank. To date, apart
from a short period of time in early October when
there were temporary delays in receiving funds, the
Company has been able to draw funds as and when
required. Managemergxpects funds to continue to
be available as required under the facility.

As disclosed in the Financial Statements, the
Company has one customer accounting for 15% of
revenue during the quarter. Our relationship with this
customer and all our other custers and suppliers
remains good.

The Company has one customer at September 30th,
2008 that accounted for 10% of accounts receivable.

Although the Company buys some materials in
continental Europe, the Far East and North America,
the bulk of its costs areéncurred in Sterling.

However, it sells into world markets with many sales
denominated in Euros and US dollars. As a
consequence, t he

Management monitors these exposuras does not
believe that it would be beneficial to hedge them at
the present time. The need to undertake such hedging
is reviewed from time to time.

The Companybs operating
England and the majority of its assets, liabilities,

Comp any 0diredorgis aipartner of thisfem.af f ect ed
changes in exchange rates between these currencies.

the DollarSterling exchange rate directly affect Buc
values. The Company does not hedge such
exposures.

Financial Instruments & Other Instruments
The Company does not use financial instruments or
other instruments to manage its risks.

Government Assistance

The Company accrued for grants totalling $186,00
during the quarter from the European Union and the
British Government to assist in its research and
development activities and a grant of $2,500 in the
form of an interest free loan to purchase energy
saving equipment.

Related Party Transactions

The Conpany incurred expenses of $20,000 in the
quarter in respect of fees payable to Directors. As at
September 30th, 2008 a total of $20,000 was payable
to Directors in respect of their fees.

The Company has loans from two Directors totalling

$2.5 million, whch bear interest at rates between 7%

and 10% per annum compounded monthly. The
Company incurred an interest expense in the quarter
of $71,490 in relation to these loans. The loans were
repaid on October 31st 2008 as a condition of the
acquisitonofamar i ty of t he
CSR Times Electric. A new loan was taken from

CSR Times Electric to enable these repayments to
take place.

On October 31st 2008, CSR Times Electric acquired
75% of the common shares of the Company under a
plan of arrangemenAccordingly from that date they
became a related party.

The Company retains a business law firm in Canada
to provide legal services and advice. During the
quarter, this firm was paid $116,917 in fees and
expenses. One of t he

Business Development

Revenue in the quarter was at its second highest level
since 2001 and only some 4% below the record set in
the previous quarter. It is expected to remain strong
during the remaining quarter of this yeand the

learlg pam af 8089. Thesmix ofrsaled detarioratédrand

earnings fell back from the level reported in the

revenues, expenses and cash flows take place and are previous quarter exacerbated by anfEcosts arising

recorded in Sterling. These values have to be
translated to Dollars for inclusion in the consolidated
financial statements of the Company. Movements in

from the acquisition of
stock by CSR Times Electric. Whildte¢ mix of sales
is expected to remain similar to that recorded in the

Quarterly Report September 2008
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quarter for some time to come, profitabilty should
improve as a result of the elimination of the @it
costs. For 2008 as a whole, revenue and earnings are
expected to be significagtl better than those
reported in 2007.

Order Book
At the end of September, the order book stood at
$35.5 million, another record figure for Dynex.

Changes in Accounting Policies

The CICA issued five new accounting standards that
came into effect for fis@l years beginning on or after
October lst, 2006 and whi
financial statements. Section 1530 of the CICA
Handbook, Comprehensive Income deals with the
change in net assets that results from transactions,
events and circumstances fraources other than the
Companyds sharehol der s.
establishes standards for the presentation of equity
and changes in equity during the reporting period.
Section 3855, Financial InstrumefRgcognition and
Measurement requires that moshahcial assets,
some financial liabilities and all derivative financial
instruments be measured at fair value. Section 3861,
Financial Instrument$ Presentation and Disclosure
establishes standards for presentation of financial
instruments and nefinandal derivatives, and
identifies the information that should be disclosed
about them and Section 3865, Hedges establishes
standards for when and how hedge accounting may
be applied.

On 1st January 2008, the CICA introduced four new
accounting standards. @®n 1535 of the CICA
Handbook, Capital Disclosures deals with the need
to disclose information
how it is managed. Section 3031, Inventories
prescribes the accounting treatment for inventories.
Sections 3862, Financial Instremts - Disclosures
and Section 3863 Financial Instrument$
Presentation sets out further information to be
disclosed in relation to financial instruments.

All of these new accounting policies have been taken
into account in the preparation of these ficial
statements.

Preparation for the
On February 13th 2008, The Canadian Accounting
Standards Board announced that Canadian profit
oriented publicly accountable entities, such as Dynex
Power Inc., would be required to prepare thei
accounts using International Financial Reporting
Standards (IFRS) from January 1st 2011. This
announcement initiates a major change in financial

Il ntr o

reporting for the Company. The management of
Dynex Power Inc. is currently preparing a detailed
plan in orderto prepare for this change. This plan
should be completed before the end of this year.

Disclosure Controls

Disclosure controls and procedures are designed to
provide reasonable assurance that all relevant
information is gathered and reported to senior
management, including the Chief Executive Officer
and Chief Financial Officer, on a timely basis so that
appropriate decisions can be made regarding public
disclosure.

ch affect t
Internal Controls

Internal control over financial reporting has been
designed to provideeasonable assurance regarding
the reliability of financial reporting and the
Bepardtionoaf findhdab btatemehts dor texternal
purposes in accordance with Canadian generally
accepted accounting principles.

he Companyds

During the first three quarters of 2008 and dgrihe

year ended December 31st, 2007, there have been no
changes in the design of
controls over financial reporting that has materially
affected, or is reasonably likely to affect materially

t he Companyos i nt er aah |
reporting.

Subsequent Events

On October 31 2008, Times Electric purchased 75%
of t he Companyods stock
Arrangement. As part of the acquisition, CSR Times
Electric lent the Company approximately $3 million
to enable it to repay approxinedy $2.5 million of

o tongitelne loa@sofmomp Biregtdiss At che game #nhe, a n d

two Directors resigned, four new Directors were
appointed and two new senior managers were
appointed. The new Directors and senior managers
are all listed under Corporate Informationtia¢ end

of these financial statements.

Additional Information
Additional information relating to the Company is
available on SEDAR at www.sedar.com

@3&_ %;és

-

Bob Lockwood.
Director and Chief Financial Officer
18 Novembef008
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DYNEX POWER INC.

Consolidated Statements of Earnings and Deficit (Unaudited)
Quarters and Years To Date Ended September 30th, 2008 and 2007

3 months 3 months YTD YTD
Sept 30th Sept 30tt Sept 30th Sept 30tt
2008 2007 2008 2007
Revenue 9,348,95: $ 8,706,34 27,206,28: 22,499,30:.
Cost of sales 7,203,24¢ 6,486,24" 18,578,18t¢ 17,596,42¢
Gross margin 2,145,70¢ 2,220,127 8,628,09¢ 4,902,87¢
Expenses
General and administration 1,261,50¢ 797,642 3,230,10: 2,099,99¢
Sales and marketing 230,91¢ 211,082 724,061 790,56¢
Research and development (net of grants) 216,17¢ 175,062 635,152 477,09t
Interest expense 135,587 218,611 499,89: 647,76¢€
1,844,18¢ 1,402,391 5,089,207 4,015,42"
Earnings before other income 301,52< 817,73( 3,538,891 887,44¢
Other income
Interest and other income 86,47C 94,041 178,61¢& 231,221
Foreign exchange gain (loss) 7,116 3,478 139,08( (52,830;
93,58¢ 97,51¢ 317,69t 178,391
Income taxes (Note 11) - - - -
NET EARNINGS 395,10¢ 915,24¢ 3,856,58¢ 1,065,84(
DEFICIT, BEGINNING OF PERIOD, as (8.269,350 (13,751,739 (11,730,827 (14,098,044
originally stated
Adjustment to deficit, beginning of period (Note 2) - - - 195,71¢

DEFICIT, END OF PERIOD

(7,874,241 $ (12,836,490 $ (7,874,241

$ (12,836,490

Earnings per share

Basic 0.01 % 0.03 % 0.11 0.03
Diluted (Note 4) 0.01 % 0.03 $ 0.10 0.03
Weighted average number of shares

Basic 39,748,78. 33,343,90¢ 36,147,74¢ 33,303,06t
Diluted (Note 4) 44,271,04° 33,778,44. 40,553,64" 33,676,67¢

These financial statements should be reamhjunction with the notes set out on pages 15 to 24
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DYNEX POWER INC.
Consolidated Statements of Comprehensive Income (Unaudited)
Quarters and Year To Date Ended September 30th, 2008 and 2007

3 months 3 months YTD YTD
Sept 30th Sept 30tt Sept 30th Sept 30tt
2008 2007 2008 2007
Net earnings $ 395,10¢ $ 915,24¢ 3,856,58¢ $  1,065,84(
Other Comprehensive loss, net of tax:
Unrealized loss on translating financial statemen . \ . \
self-sustaining forgn operations (390,137, (45.271) (291,322 (23,231
OTHER COMPREHENSIVE LOSS (390,137 (45,271) (291,322 (23,231
COMPREHENSIVE INCOME $ 4,972 $ 869,97¢ 3,665,26¢ $  1,042,60¢
DYNEX POWER INC.
Consolidated Statements of Accumulated Other Comprehensive Loss (Unaudited)
As At September 30th, 2008 and December 31st, 2007
Sept 30th Dec 31s
2008 2007
Accumulated other comprehensive loss, beginning of period (760,787 $ (563,234
Other comprehensive loss (291,322 (197,553
ACCUMULATED OTHER COMPREHENSIVE LOSS (1,052,109 $ (760,787

Accumulated other comprehensive loss consists entirely of translation adjustments.

These finanal statements should be read in conjunction with the notes set out on pages 15 to 24.
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DYNEX POWER INC.
Consolidated Balance Sheets (Unaudited)

As At September 30th, 2008 and December 31st, 2007

Sept 30th Dec 31s
2008 2007
CURRENT ASSETS
Cash $ 199,97¢ $ 140,867
Accounts receivable 5,644,40¢ 5,743,05(
Inventories 8,364,12( 7,521,57:
Prepaid expenses and deposits 636,307 597,80¢
14,844,80¢ 14,003,29!
PROPERTY, PLANT AND EQUIPMENT 3,358,73: 1,083,54(
$ 18,203,53¢ $ 15,086,83!
CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 5,565,76¢ $  4,346,09¢
Shortterm loan 2,554,20: 3,814,58¢
Current portion of longterm debt 640,23¢ 279,76¢
Current portion of deferred revenue 146,567 151,942
8,906,77: 8,592,39(
LONG-TERM DEBT (Notes S and 13) 1,942,54¢ 3,446,59¢
LONG-TERM DEFERRED REVENUE 1,245,82( 1,405,465
12,095,14: 13,444,45(
SHAREHOLDERS' EQUITY
Share capital (Note 5) 15,034,74¢ 14,133,99¢
Deficit (7,874,241 (11,730,827
Accumulated other comprehensive loss (Note 2) (1,052,109 (760,787
(8,926,350 (12,491,614
6,108,39¢ 1,642,38¢
$ 18,203,53¢ $ 15,086,83!

These financial statements should be read in conjunction with the notes set out on pages 15 to 24.

Quarterly Report September 2008

Pagel3



DYNEX POWER INC.
Consolidated Statements of Cash Flows (Unaudited)
Quarters and Years To Date Ended September 30th, 2008 and 2007

3 months 3 months YTD YTD
Sept 30th Sept 30t Sept 30th Sept 30t!
2008 2007 2008 2007
OPERATING
Net earnings $ 395,10¢ $ 915,24¢ $ 3,856,58¢ $ 1,065,84(
Items not affecting cash
Amortization 87,832 30,588 207,04¢ 154,617
Gain on disposal of property, plant and equipment (37,895 (40,778, (115,422 (139,922
Shares and options issued for services éNit 6,890 2,453 20,62t 47,771
Non-cash interest 17,454 44,143 70,984 145,84¢
Noncash grant income - - (2,355) (28,660
Provision for inventory obsolescence 186,287 354,62¢ 463,78 504,69:
Changes in noxash operating working p#al (Note 6) 909,84( (1,930,854 (416,922 (2,559,201
1,565,517 (624,576 4,084,32¢ (809,014
FINANCING
Shares issued for cash (Note 5) - 762 34,50C 762
Increase in loans from a director - (1,098,138 - -
(Decreas) increase in shoterm loan (259,035 1,844,40¢ (1,171,755 1,361,387
Decrease in longerm debt (Note 5) (108,941 (108,900 (265,473 (183,887
(367,976 638,12¢ (1,402,728 1,178,26:
INVESTING
Proceeds of disposaf property, plant and equipment - - 401 12,51¢
Purchase of property, plant and equipment (1,228,181 (128,633 (2,625,016 (474,519
(1,228,181 (128,633 (2,624,615 (462,001
NET (DECREASE) INCREASE IN CASH (30,640 (115,081 56,98€ (92,753
Effect of foreign currency translation on cash 30,64¢€ 39,937 2,122 40,582
Cash, beginning of period 199,96¢ 380,01¢ 140,867 357,04z
CASH, END OF PERIOD $ 199,97t $ 304,87z $ 199,97t $ 304,87
Supplementary Information:
Interest paid during period $ 93,16¢ $ 215,751 $ 386,58¢ $ 531,757

Income taxes paid during period - -

These financial statements should be read in conjunction with the natesrspages 15 to 24.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

1. DESCRIPTION OF BUSINESS

The Company is engaged in the design and manufacture of industrial power equipment.

2. ADOPTION OF NEW ACCOUNTING POLICIES

On January 1st, 2007 the Companypted the following new accounting standards in accordance with
their transitional provisions. Any changes in measurement resulting from applying the new standards on
January 1st, 2007 have been recorded against Deficit or opening Accumulated Other €ashmeh
Income with no impact on net income for the year.

Comprehensive income

A new statement has been included of Comprehensive Income. Comprehensive Income includes net
earnings, as reported in the statement of earnings, and other comprehensive @tbem€omprehensive

Income includes changes in net assets other than from transactions with shareholders. In particular, the
unrealised gain or loss on translating the financial statements efustdfining foreign operations is
reported as part of otheomprehensive income. On January 1st 2007, $563,234 of cumulative translation
adjustment was reclassified as accumulated other comprehensive loss.

Financial instruments

All financial assets and liabilities are now required to be recorded on the bals®te Initial recognition
of financial assets and liabilities is at fair value. Subsequent measurement of the financial assets and
liabilities is dependent on their classification. The Company has made the following classifications:

Cash is classified as financial asset held for trading and is measured at fair value at the balance
sheet date. Any fluctuations in the fair value are included in other income.

Accounts receivable are classified as loans and receivables and are valued at amortizedycost usin
the effective interest rate method.

Accounts payable and accrued liabilities, short term loans and long term debt are classified as
other liabilities and are valued at amortized cost using the effective interest rate method.

On January 1st, 2007 theo@pany had one interest free loan that required revaluing to meet the new
policy. An amount of $12,500 was debited to the loan and credited to the opening deficit to reflect the
amounts that will be charged to interest expense over the then remainofghigéeloan in accordance with

the effective interest rate method.

On January 1st, 2007 the following adjustments were made to reflect the impact of the valuation of the
conversion feature associated with the convertible debt: an amount of $376,09%ited ttethe loan
account, $183,214 was credited to the opening deficit and $192,885 was credited to share capital.

Settlement date accounting, which is the recognition of an asset on the day it is received and the
derecognition of an asset and recognitaf any gain or loss on disposal on the day it is delivered by the
Company, is used.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

2. ADOPTION OF NEW ACCOUNTING POLICIES (continued)

On January 1st, 2008 the Company adopted the following new accounting standards in accordance with
their transitionh provisions. The adoption of these standards has not required any adjustment to the
opening figures nor have they had any impact on the results for the year.

Inventories

On January 1st, 2008 the Company adopted the new accounting standard on invémtoptsn of this
new standard has had no material impact on the valu

Financial Instruments

On January 1st 2008, the Company adopted the new accounting standards on financial instrument
disclosure and financial instrumepresentation. Information to meet these two new standards is set out in
Notes 8 and 9.

Capital Disclosures

On January 1st, 2008 the Company adopted the new accounting standard on capital disclosures. A
discussion of what management regards as cagitdlits objectives in managing its capital is set out in
Note 10.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Accounting policies

The consolidated financial statements presented here are prepared using the same accounting policies as
were used lastear, details of which are set out in the Annual Report for 2007, apart from the changes
discussed in Note 2 above, and are in accordance with Canadian generally accepted accounting principles.
These interim financial statements should be read in conjuneatiith the annual financial statements for

the year ended December 31st, 2007.

Currency of reporting
All figures are in Canadian dollars except as otherwise stated.
Inventories

Raw materials and work in progress are valued at the lower of cost aadermpht cost, and finished

goods at the lower of cost and net realizable value. Raw materials are valued at standard cost that
accurately reflects their weighted average purchase cost. Work in progress and finished goods are valued at
the standard costf alirect materials and labour plus allocated overheads. Inventory obsolescence is
provided for if raw materials have not moved in six months and if work in progress or finished goods have
not moved in three months unless the Company has orders or @ceadpectation of orders for those

parts.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

4, EARNINGS PER SHARE
For the quarter ended September 30th, 2008 there were no shares that could potentially dilute basic
earnings per share in future but which were not included in the computation of éir@dgs per share
because to do so would have been-dititive (Sept 30th, 2007 361,039).

5. SHARE CAPITAL
Authorized:

An unlimited number of common shares.
An unlimited number of preferred shares issuable in series.

Issued:
The movementinthe@p any 6s i ssued and outstanding common sha
Sept 30th Sept 30th Dec 31st Dec 31st
2008 2008 2007 2007
No of shares No of shares

Share Capital at start of the period 33,348,562 $ 14,133,999 32,767,609 $ 13,888,800

Adjustment to share capital at start - - - 192,885
period (see Note 2)

Adjusted share capital at start 33,348,562 14,133,999 32,767,609 14,081,575
period

Shares issued on conversis 6,250,220 845,624 - -
of debt

Shares issued for cash on t 150,000 34,500 9,523 762
exercise of options

Shares issued for services - - 571,430 40,000
Stock based compensation - 16,915 - 7,210

employee options

Stock based congmsation re loans - 3,710 - 4,452

Share Capital at the end of the peri 39,748,782 $ 15,034,748 33,348,562 $ 14,133,999

The Company has no issued and outstanding preferred shares.
Common share transactions
On January 18th, 200the Company issued 571,430 shares to the independent directors who are related

parties for their services in the second half of 2
of $0.07 per share.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

SHARE CAPITAL (Continued)
Common sharetransaci ons (cont 6d)

On August 14th, 2007 the Company issued 9,523 shares to an employee at $0.08 per share following an
exercise of an option under the Companyds stock opt

On June 2nd, 2008 the Company issued 6,250,220 common shares on convei4ih 50 of loans to
Dynex Semiconductor Ltd. The conversion had been approved by shareholders at a meeting on January
30th, 2008. The conversion of debt to shares resulted in a reduction of the outstanding debt.

On June 10th, 2008 the Company issued,d®® common shares at $0.23 per share following an exercise
of an option under the Companydés stock option plan.

I ndependent Directorsé Share Pl an

The I ndependent Directorsd Share Plan was adopted
plan, diectors who are not employees are entitled to receive some or all of their remuneration in the form

of common shares. When taking their fees in this way, the issue price of the shares is taken as the average
trading price of the first 20 days of the yeamtioich the fees relate.

Warrant transactions

During 2007 warrants to acquire 194,805 shares at $0.35 per share lapsed. During 2008 warrants to acquire
162,338shares at $0.35 per share lapsed. There are no warrants outstanding.

Stock option plan

A total of 2,657,316 (Dec 31st, 20072,657,316) of the common shares of the Company outstanding from

time to time are reserved for the issuance of stoc
Generally, options granted under the plan vest gvewér a threg/ear period commencing one year from

the date of grant and expire five years from the date of the grant. Options are not assignable. The
movements in stock options are summarized below:

Number of Weighted Average
Options Exercise Prie

Outstanding at December 31st, 2006 799,995 $ 0.11
Exercised (9,523) 0.08
Outstanding at December 31st, 2007 790,472 0.11
Granted 150,000 0.30
Exercised (150,000) 0.23
Outstanding at September 30th, 2008 790,472 $ 0.12

The weighted average remaining life of the outstanding options is 2 years and 5 months (Dec 31&, 2007
years and 5 months). At September 30th, 2008 there are 640,472 options exercisable with a weighted
average exercise price of $0.88d a weighted average remaining life of 1 year and 11 months (Dec 31st,
20077 573,810 options exercisable with a weighted average exercise price of $0.12 and with a weighted
average remaining life of 2 years and 3 months).
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DYNEX POWER INC.

Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

S. SHARE CAPITAL (Continued)

Stock option plan (continued)

At September 30th, 2008 the following stock options are outstanding:

Grant Expiry Number of Exercise

Date Date Options Price

Officers Aug 9, 2005 Aug 8, 2010 550,000 0.08
Dec 10, 2007 Dec 9, 2012 100,000 0.30

Feb 12, 2008 Feb 11, 2013 50,000 0.30

All other employees Aug 9, 2005 Aug 8, 2010 90,472 0.08
Total outstanding 790,472 $ 0.12

Stockbased compensation

As a result of accounting for stock based compensation related to optiotedgi@aemployees using the
fair-value based method, the Company recorded $5,406 of stock based compensation in general &
administrative expenses in the quarter ended September 30th, 2008 (Sept 30t1$12898) and $16,915

for the year to date (2007 ye® date- $5,694). The assumptions used in calculating these values reflected
the conditions at the time each of the options was issued. The assumptions on annualised volatility ranged
between 58% and 85% and on the annual discount rate ranged betv¥¢emad. 3%.

6. CHANGES IN NON-CASH OPERATING WORKING CAPITAL ITEMS

3 months 3 months YTD YTD
Sept 30th Sept 30th Sept 30th Sept 30th

2008 2007 2008 2007

Accounts receivable (173,266) (2,247,510) $ (119,247) $ (1,452,457)
Inventories 255,263 (376,467) (1,639,752) (1,692,129)
Prepaid expenses and depos 93,935 (67,015) (64,489) 261,638
Accounts payable and 733,908 760,138 1,406,566 323,747

accrued liabilities
$ 909,840 $ (1,930,854) % (416,922) $ (2,559,D1)
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

7.

ECONOMIC DEPENDENCE

For the quarter ended September 30th, 2008 the Company had one customer accounting for 15% of revenue
(Sept 30th, 2007 one customer accounting for 18% of revenue). For the year to date the Company had one
cusbmer who accounted for 12% of revenue (2007 year toidate customers accounted for more than

10% of revenue).

At September 30th, 2008 the Company had one customer accounting for 10% of accounts receivable (Dec
31st, 2007 one customer accounting foB% of accounts receivable and one customer accounting for
13% of accounts receivable).

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Market Risk

The Company is exposed to foreign currency fluctuations on its cash balances, accounts receivable,

accountspayable and accrued liabilities, short term loans and long term debt. At the end of September
2008, the split of these financial instruments by currency was as follows:

$6000 Total $ GBP Euro Uss$ JPY
Cash 200 10 146 31 13
Accounts receivable 5,644 9 2438 1,637 1,560
Accounts payable and accrued liabilitie (5,566) (839) (4,167) (78) (421) (61)
Short term loans (2,554) (615) (1,154) (785)

Long term debt (2,583) (2,583)

Net total (4,859) (820) (4,781) 436 367 (61)

A 10% increase (decrease) in the value of Sterling against all the other currencies at the end of the quarter
would have increased (decreased) net earnings for the quarter by approximately $8,000. The Company does
not hedge these exposures, as the net exposurdassquell, but it keeps the need to monitor them under
review.

A 10% increase (decrease) in the average value of Sterling against the Euro would have decreased
(increased) net earnings for the quarter by $300,000 and for the year to date by $730,000nérd%é
(decrease) in the average value of Sterling against the US Dollar would have decreased (increased) net
earnings for the quarter by $140,000 and for the year to date by $260,000. The Company does not hedge
this exposure as a matter of principlelieving that an investor in the Company has made a positive
decision to invest in a UK based operating business.

A 10% increase (decrease) in the value of the dollar against Sterling at the end of the quarter would have
decreased (increased) other corhpresive income by approximately $630,000. The Company does not
hedge this exposure as a matter of principle, believing that an investor in the Company has made a positive
decision to invest in a UK based operating business.

A 10% increase (decrease) inetlaverage value of Sterling against the Dollar would have increased
(decreased) net earnings for the quarter by $80,000 and for the year to date by $450,000.

The Company is exposed to interest rate risk on its $aort debt, which is borrowed on variablate

terms. A one percentage point increase (decrease) in sterling, Euro and US$ interest rates would decrease
(increase) earnings by approximately $1,700, $1,700 and $1,400 respectively in each case in the quarter
and by $8,200, $5,700 and $4,900 resipety for the year to date.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

8. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Credit Risk

The Company is exposed to credit risk in relation to the $5.6 million of accounts receivable and the
$200,000 of cash balances.

The majority of the Compaidys

accounts receivable is due from cus

had a business relationship for many years. Over the last five years the Company has suffered bad debt
losses of less than $60,000.

The ageing of the Co mpbapemides30ta 2000wanas ®llowsecei vabl e at
Ageing of account receivable $601
Not yet overdue $ 4,213
Less than one month overdue 917

Between one and two months overdue 544

Greater than two months overdue 21

Less provision for doubtful debts (51)

Net total $ 5,644
The cash is held by the Companyés bankers. Over the
in relation to cash held by bankers.
The Company6és maxi mum exposure to cr edndtccounissk i s

receivable as set out on the balance sheet.

Liquidity Risk

The Company generally makes one major payment run each week. At September 30th, 2008 none of the
accounts payabl e was over dueountsyayaber e t ha
fall due for payment within one month. Accrued liabilities are generally due after more than one month and

in many cases it may not yet be possible to determine the contractual date for payment.

Companyods

The Company seeks to ensure that it has @wategaccess to liquidity to meet all its obligations as they fall
due. The Company believes that the short term uncommitted borrowing facility will remain available to the
Company and following frequent contact with the supplier of that facility, managems no reason to
believe that it will not remain available. In relation to long term debt, management believes it can repay all
the smaller facilities as they fall due (and indeed is currently meeting those repayment schedules) out of its
cash flow. Subtantially all of the longerm debt of the Company is provided by two Directors of the
Company. This debt was repaid after the end of the quarter out of a facility provided by CSR Times

El

ectri

c

as

part

of t heir a stacki(sese Nateil®).nAt tleefpresent timee,j or i t y

the Company is planning significant capital expenditure and has already committed to some of the
purchases. The Company believes that its own cash flow plus new leasing facilities it is currently
negotiating will sipply the liquidity necessary for these plans.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

9. FAIR VALUES

The fair value for accounts receivable, accounts payable and accrued liabilities argtrehddans
approximates their carrying value because of the short maturity of these instruments.

The fair value of longerm debt is determined using the present value of future cash flows under current
financing agreement s, based on the Companyds <curre
terms and conditions.

The fair value of interédree loans at September 30th, 2008 was $80,200 (Dec 31stj Z1902) based
on the Companyés current borrowing rate.

The fair values of the loans from a director are the same as their carrying value at September 30th, 2008
and December 31st, 2007ths loans reflect the current borrowing rates for the Company.

The fair values of the loans from two directors at September 30th, 2008 was $1,540,000 (Dec 31st, 2007
$2,155,168) based on the Companyds current borrowin

10. CAPITAL MANAGEMENT

TheCompany considers that its capital consists of t
revenue.
The Companyds objectives when managing capital ar ¢

concern and to provide its shareholders withaglequate return on capital. Management believes at the

current time, and bearing in mind its current investment plans, that the debt to equity ratio is too high and is
therefore seeking to increase shar egh mlordeztoseducee qui t vy,
this ratio.

The Company is not subject to any externally imposed capital requirements.

11. TAXATION

The UK tax losses, which stood at £2.9 million at the start of 2008, are expected to be almost fully utilized
by the end of theear.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

12. BUSINESS SEGMENT INFORMATION
Business area

The business operates in four distinct product arehiggh power bipolar discrete devices, high power

modules, power electronic assemblies (the design and assembly of power devices into staleig) and

reliability integrated circuits. The product manufacturing for these areas is supported by common
infrastructure at the Companydds Lincoln, Engl and f ¢
not segregate assets or other balance sheetumtscby product area nor does the Company measure
operating earnings by these areas. The Company evaluates performance and allocates resources based on

revenue by product area.

Geographic area

The destination of sale (the location of the customerjes&nues and the location of tangible assets

determine the geographic areas.

3 months 3 months YTD YTD
Sept 30th Sept 30th Sept 30th Sept 30th
2008 2007 2008 2007
Revenue:
Business segment
Bipolar Discre¢ Group $ 4,847,004 $ 4,317,493 $ 13,453,131 11,975,285
Power Modules Group 1,736,493 1,088,257 4,383,219 3,100,671
Power Electronic Assemblie: 1,736,494 1,278,069 4,163,662 3,842,621
Integrated Circuits 1,028,961 2,022,555 5,206,272 3,580,725
$ 9,348,952 $ 8,706,374 $ 27,206,284 22,499,302
Geographic area
Canada $ 38,005 $ 20,257 $ 104,662 104,574
UK 1,507,241 1,537,247 4,832,179 5,933,085
France 1,325,544 3,479,959 6,926988 5,680,836
USA 2,824,021 1,101,658 6,460,717 3,078,599
Other 3,654,141 2,567,253 8,881,738 7,702,208
$ 9,348,952 $ 8,706,374 $ 27,206,284 22,499,302
All property, plant and equipment of the Company is ledah the UK.
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DYNEX POWER INC.
Notes to the Wnsolidated Financial Statements (Unaudited)
Quarters Ended September 30th, 2008 and 2007

13. RELATED PARTY TRANSACTIONS

The Company incurred expenses in the quarter of $20,000 (Sept 30th, 2WDV00) with respect to fees
payable to directors. As at September 30th, 2008, $20,000 is payable to directors (Dec 31st, 2007
$40,000).

A total of 571,430 common shares was issued at $0.07 to the independent directors on January 18th, 2007
in payment of their fees for the period July 1st, 2006 to December 31st, 2006.

On June 2nd, 2008 the Company issued 6,250,220 shared4tt&@wo directors on conversion of loans
that they made to Dynex Semiconductor Limited. The conversion was approved by a meeting of the
shareholders on January 30th, 2008.

On June 10th, 2008 the Company issued 150,000 shares at $0.23 to a direbtoexertise of a share
option.

The Companyhas loans from two directors totalling $2,514,138 (Dec 31st, 2637398,098).

The Company incurred interest expenses in the quarter ended September 30th, 2008 of $71,490 (Sept 30th,
2007- $128,132) relatingo loans from two directors.

The Company retains a business law firm in Canada to provide legal services and advice. During the
guarter ended September 30th, 2008, this firm was paid $116,197 (Sept 30th,$1@0885) in fees and
expenses. One ofthenpany 6s i ndependent directors is a partne

The directorsé6é fees and other related party amounts
14. CONTINGENCIES

Under the terms of a Letter of Intent between the Company and CSR Times Eleet@gripany may

have had to pay a break fee to CSR Times Electric if the Company closed an offer from another party to
acquire the Company, or if it refused to execute a mutually agreed support agreement or if it otherwise
failed to proceed with the closirgfter the execution of the support agreement. A separate break fee would

have been payable by the Company, if Mr Banks or Mr Owen, who were directors of the Company, failed

to comply with the terms of the loakp agreement they had entered into with CSR€B Electric. The

maximum amount that would have been payable under these break fees was $1.7 million. These contingent
l'iabilities were extinguished as a result of the ¢
stock by CSR Times Electrisée Note 15).

15. SUBSEQUENT EVENTS

On October 31 2008, CSR Ti mes El ectric purchased
Arrangement. As part of the acquisition, CSR Times Electric lent the Company approximately $3 million to
enable it to repaymproximately $2.5 million of longerm loans from Directors. At the same time, two
Directors resigned, four new Directors were appointed and two new senior managers were appointed. The
new Directors and senior managers are all listed under Corporate dtifamropposite.
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Computershare Trust Company of Canada
Dynex Locations

Dynex Power Inc.

Doddington Road

Lincoln, LN6 3LF

England

Telephone +44 1522 500500
Fax +44 1522 500660
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Registered Offic e

Dynex Power Inc.

C/o LaBarge Weinstein

515 Legget Drive, Suite 800
Kanata

Ontario
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