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Our objectives are  
 

 

Our key values are  
 

Custom ers  
Delivering confidence in our products and services through applying high standards of quality and service 

whilst maintaining a personal and flexible approach to our customers. 

 

Engineering  
Enabling access to the best engineering skills and applying the highest technical standards to our customersô 

requirements. 

 

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

business. 

 

Integrity  
Being honest, straightforward and reliable in dealing with people across all areas of our business. 
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This report may contain forward looking statements that involve a number of risks and uncertainties, including statements regarding the outlook 
for the Companyôs business and results of operations. 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 Managementôs Discussion & Analysis of this report 

as discussed in public disclosure documents filed with the Canadian Regulatory Authorities. Dynex disclaims any intention or obligation to 

update or revise any forward looking statement whether as a result of new information, future events or otherwise. 
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Company Profile  
 

Dynex is one of the worldôs leading suppliers of specialist, high power semiconductor products. Dynex 

Semiconductor Limited is its only operating business and is based in Lincoln, England in a facility housing the fully 

integrated silicon fabrication, assembly and test, sales, design and development operations. The Company designs 

and manufactures high power bipolar discrete semiconductors, high power insulated gate bipolar transistor (IGBT) 

modules, high power electronic assemblies, and radiation hard silicon-on-sapphire integrated circuits (SOS ICôs). 

Dynex power products are used world wide in power electronic applications including electric power transmission 

and distribution, renewable and distributed energy, marine and rail traction motor drives, aerospace, electric 

vehicles, industrial automation and controls and power supplies. Our SOS IC products are used in demanding 

applications in the aerospace industry. 

 

Company Facts  
 

 ̧ DPI Technologies Inc. was founded in February 1998 

 ̧ DPI Technologies Inc. changed its name to Dynex Power Inc. in May 1999 

 ̧ Dynex Semiconductor Limited 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) 

           GEC-Plessey Semiconductors Ltd.  (GPS) 

 ̧ Zhuzhou CSR Times Electric Co., Ltd acquired 75% of the common shares of Dynex Power Inc. in 

October 2008 

 ̧ 271 employees (March 2009) 

 ̧ ISO9001:2008 and ISO14001:2004 approved  

 ̧ Further information: www.dynexsemi.com 

 

Products  
 

 ̧ High power bipolar discrete semiconductors 

 ̧ High power IGBT modules 

 ̧ High power electronic assemblies and components 

 ̧ High reliability silicon-on-sapphire ICs 

 

Customers  
 

Our customers are electronic equipment manufacturers and maintenance providers in the following sectors: 

 ̧ Industrial  

-Electric power transmission and distribution 

-Renewable and distributed power 

-Heavy industries such as steel and mining 

-Factory automation 

 ̧ Marine propulsion and on-board systems  

 ̧ Railway propulsion and on-board systems 

 ̧ Aircraft power electronic systems 

 ̧ Space satellite applications 

 

http://www.dynexsemi.com/
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Letter to Shareholders  
 

I am very pleased in these troubled times to be able 

to bring you some good news and report yet again a 

strong set of results for our business. 

Despite the general economic gloom, and with many 

semiconductor and electronic manufacturing 

businesses reporting poor results, Dynex again shines 

out brightly. Our strong order book, the reduction in 

our net borrowings, our excellent profits in the 

quarter, the growing market for our products, the 

strength or our majority owner Zhuzhou CSR Times 

Electric Co., Ltd. and the progress of our capital 

investment and expansion plans all continue to give 

us confidence that we have a strong and exciting 

future. 

During this first quarter of 2009 our book-to-bill 

ratio was 1.3 and our order book at the end of quarter 

was equivalent to 48 weeks of output at current run 

rates. At the same time we have seen some 

cancellations and reschedules from our customers as 

they feel the influence of the global downturn. We 

understand the need to be cautious, and yet the 

impact on the Dynex high power semiconductor 

market sector is not as severe as that experienced in 

other sectors, and in some areas our customers are 

still reporting growth. Also for certain product lines, 

demand continues to outstrip our ability to supply 

and we have to take steps to improve our capacity. 

So we still expect year on year growth for Dynex 

compared to 2008, but we do anticipate that the next 

two quarters will be not as strong as the first. 

You will read in this report that our net profits in the 

quarter before tax were excellent, a result of the 

increased output, effective cost management and a 

strong product mix.  The product mix is anticipated 

to vary through the rest of the year, as will our 

output, and this may impact on the gross margin and 

net profit as a percentage of revenue. 

During the last quarter we have continued to work on 

improving and expanding our capabilities in certain 

key product areas. In bipolar thyristors we have 

increased our 100mm capacity and are making good 

progress installing our 150mm production line, 

which we will have operational in the second half of  

 
 

this year. This will be complemented by a new high 

voltage thyristor test facility that is under 

construction and targets a key growth sector of high 

voltage electric power transmission and distribution.  

At the same time we have reached agreement to sell 

in Europe CSR Times Electric thyristors 

manufactured in China, significantly increasing the 

product offering to our customers and giving 

increased product availability.  We have also 

progressed well in our preparations for the power 

module ñIGBTò expansion. This will comprise 

increased wafer fabrication at Dynex in Lincoln 

supported by assembly and test in China. This is 

forecast to be on stream by mid 2010 and servicing 

the large demand for power modules for China rail 

networks. 

We are very grateful for the support and 

encouragement being provided by CSR Times 

Electric in our expansion plans.  We are now 

beginning to experience the benefits of the synergy 

between CSR Times Electric and Dynex that is 

adding real value to our enterprise and is enabling 

Dynex to realise a greater potential than previously. 

Looking forward we see that work on the bipolar and 

power modules expansion projects, in collaboration 

with CSR Times Electric will be an important part of 

our business development activities over this year.  

These projects will improve our operation so that we 

can sustain growth ahead of the market in the future,  

and continue to build a strong operation as one of the 

leading high power semiconductor manufacturing 

businesses.  

I hope that your find this report useful and like me 

you are encouraged by the progress of Dynex in 

recent times, and I thank you for your continued 

interest in and support of our Company. 

Paul Taylor  
President and Chief Executive Officer  
27 May 2009 
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Managementôs Discussion & 
Analysis  
 

The following discussion and analysis should be read 

in conjunction with the Consolidated Financial 

Statements of the Company for the quarters ended 

March 31st, 2009 and 2008. 
 

This report contains certain forward-looking 

statements that involve a number of risks and 

uncertainties, including statements regarding the 

outlook for the Groupôs business and results of 

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 

Managementôs Discussion & Analysis of this report 

as discussed in public disclosure documents filed 

with Canadian regulatory authorities.  

 

The Current Economic Environment  
The current difficulties in the finance industry and 

the ensuing recession that is now affecting many of 

the worldôs economies had no significant impact on 

the Company during the quarter. Although a small 

number of order cancellations have been received, 

these have not had any significant impact on the 

business so far.  

 
Overview of Operations  
The Company has enjoyed another successful and 

profitable quarter. Revenue was 12% higher than in 

the fourth quarter of 2008. This growth in revenue 

and another good product mix resulted in the gross 

profit percentage rising to 29.8%. Overhead 

expenses as a percentage of revenue fell to 14.6% 

continuing a long-term trend. As a consequence of 

these changes, the Company reported earnings before 

tax for the quarter of $1.6 million, continuing a trend 

of improvement seen over the preceding five years. 

Following provision for tax by the UK operating 

company, net earnings of $1.2 million were reported.  

 

The strength of the order book at the end of March 

2009 means that management is confident that  

revenue will remain strong in 2009 but a less 

favourable product mix in the remaining quarters 

means that profit before tax is expected to fall.  

 

Revenue  
Revenue for the first quarter of 2009 was $11.0  

 

 

 

million, up by $1.2 million or 12% from the fourth  

quarter of 2008 with strong growth in the Bipolar 

Discrete and Integrated Circuits and a decline in 

Power Modules and Power Electronic Assemblies. 

Compared to the corresponding quarter of last year, 

revenue was up by $2.9 million or 36%, with strong 

growth recorded in Bipolar Discrete, modest growth 

in Power Modules and modest declines in Power 

Electronic Assemblies and Integrated Circuits.  

 

Gross Margin  
The gross margin was 29.8% in the first quarter of 

2009 compared to 18.6% in the fourth quarter of 

2008 and 31.5% in the corresponding quarter of last 

year. The current quarter and the corresponding 

quarter of 2008 had both benefited from particularly 

good product mixes. 

 

Expenses  
Expenses in the first quarter of 2009 of $1.6 million 

were $54,000 or 3% higher than in the fourth quarter 

of 2008. Compared to the first quarter of 2008, 

overhead expenses rose by $99,000 or 7%.  

 
Interest & Other Income  
Interest and other income was $39,000 in the first 

quarter of 2009, compared to $118,000 in the 

preceding quarter and $47,000 in the corresponding 

quarter of last year. A major constituent of Other 

Income continues to be the approximately $40,000 

quarterly release of deferred revenue arising from the 

sale and leaseback of a building in 2003. The figure 

for the previous quarter also included $66,000 of 

non-production sales.  

 

Foreign Exchange Gains and Losses  
There was a foreign exchange loss in the quarter of 

$64,000, compared to a gain of $315,000 in the 

fourth quarter of 2008 and a gain of $86,000 in the 

corresponding quarter of last year. The large gain in 

the fourth quarter of 2008 arose from the fact that the 

UK operating subsidiary was holding net assets 

(receivables less payables and borrowings) 

denominated in Euros and US Dollars at a time when 

Sterling depreciated by approximately 25% against 

those currencies.  

 

Income Taxes  
As a result of the exhaustion of brought forward tax 

losses in the UK, the UK operating company is now 

providing for tax on its earnings at the UK statutory 

tax rate of 28%. 



 

 

Quarterly Report March 2009 Page 7 

 
Net Earnings  
The Company reported a profit of $1.2 million in the 

quarter compared to a profit in the previous quarter 

of $707,000. The increase in profit was attributable 

to the increased volume of sales and a better product 

mix. 

 

The profit in the quarter was $6,000 lower than the 

profit reported in the corresponding quarter of last 

year. The current quarter benefited from the increase 

in volume but the product mix was slightly worse 

than the exceptionally good mix in the corresponding 

quarter of last year. 

 

Segmental Analysis  
Revenue for the Bipolar Discrete Group in the 

quarter of $6.8 million was $1.2 million or 21% 

higher than the previous quarter and $3.0 million or 

79% higher than in the corresponding quarter of last 

year. It represented the fifth consecutive quarter of 

revenue growth and is record for the Dynex Bipolar 

Product Group. Significant capital expenditure is 

being undertaken to ensure that bipolar revenue can 

continue to grow. 

 

Revenue for the Power Modules Group in the quarter 

of $1.6 million was $342,000 or 18% lower than the 

record figure reported in the fourth quarter of 2008. 

It was $263,000 or 20% higher than in the 

corresponding quarter of last year. Revenue in this 

area is expected to remain at this level or lower until 

such time as the Company starts to supply CSR 

Times Electric with IGBT die in 2010. 

 

Revenue for the Power Electronic Assemblies Group 

of $1.1 million was $608,000 or 35% lower than in 

the previous quarter.  It was $96,000 or 8% lower 

than in the corresponding quarter of last year. The 

reduction was as a result of some delays in 

despatching product and revenue in this area is 

expected to recover in the next quarter. 

 

Revenue from Integrated Circuits for the quarter of 

$1.5 million was $956,000 or nearly three times the 

figure in the preceding quarter but $268,000 or 15% 

lower than the corresponding quarter of 2008. 

Revenue is expected to fall significantly below this 

level until such time as new usable wafer stock is 

available. This is not expected before the latter part 

of 2009. 

 

Seasonality  
Management does not regard the business as 

seasonal. 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 particular quarter can cause 

revenue to fluctuate significantly, giving the 

appearance of seasonality.  

 

Liquidity & Capital Resources  
As a result of the results for the first quarter, 

shareholdersô equity has increased from $6.5 million 

at the end of last year to $7.8 million. If the deferred 

revenue (which belongs to shareholders) is added to 

this figure, then shareholdersô funds amount to $9.1 

million. 

 

The net borrowings of the Company, including 

capital leases, were $6.8 million at the end of 2008 

and have fallen to $5.3 million at the end of the 

current quarter. However, this figure does not 

include a $2.3 million advanced payment received 

from CSR Times Electric. If the advanced payment 

were included as part of net debt, then net debt 

would have risen by $776,000.  

 

Treating the advanced payment as part of debt and 

the deferred revenue as part of equity, the net debt 

equity ratio has fallen from 0.9 to 1 at the start of the 

year to 0.8  to 1 at the year-end.  

 

CSR Times Electric provides the Companyôs main 

long-term loan facility. This loan is repayable in 

October 2011.  

 

The Companyôs short-term loan facility expires in 

March 2010. Management believes that despite the 

current economic environment, it will be able either 

to renew this facility or obtain a replacement facility 

at that time. However, given current conditions in the 

financial markets this cannot be guaranteed. 

Discussions have been held with the management of 

CSR Times Electric who have indicated that they are 

willing in principle to provide additional loans 

should that be necessary. Management therefore 

believes that it has access to adequate liquidity to 

meet its operating needs for at least the next twelve 

months.  

 

The Company has capital commitments at the end of 

March of $2.7 million mainly for the purchase of 

new fabrication equipment for bipolar products. It is 

expected that these purchases will be paid for 

through leasing and from cash flow. CSR Times 

Electric has indicated that it is willing in principle to 

provide additional loans to fund this expenditure 

should this be required. 
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The Company is currently appraising a major new 

investment to expand its power module production 

capacity and capability. Work is taking place to 

assess how such an investment could be best funded  

in the current environment 

 

The Company had no off balance sheet financing 

arrangements at the quarter-end.

 

 
 
Selected Financial Information  
 
 2009 2008 2008 2008 2008 2007 2007 2007  2008 2007 2006 

 Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2  FY FY FY 

Revenue 11,003 9,810 9,349 9,773 8,084 7,656 8,706 6,630  37,017 30,155 23,713 

Net earnings/(loss) 1,165 705 395 2,291 1,171 1,106 915 189  4,562 2,172 (273) 

Basic EPS  0.03 0.02 0.01 0.06 0.04 0.03 0.03 0.01  0.12 0.07 (0.01) 

Diluted EPS 0.03 0.02 0.01 0.06 0.03 0.03 0.03 0.01  0.12 0.06 (0.01) 

Total assets 23,229 20,661 18,204 18,580 15,083 15,087 14,763 13,094  20,661 15,087 13,652 

Long term liabilities 3,669 3,649 2,583 2,846 3,844 3,726 3,908 4,165  3,649 3,726 4,841 

Cash Dividends declared 0 0 0 0 0 0 0 0  0 0 0 

             

 

 
Selected quarterly financial information (taken from 

the unaudited quarterly reports) and 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 are not a liability of the 

Company that will give rise to a cash outflow. 

  

Annual revenue rose by 27% between 2006 and 2007 

and by 23% between 2007 and 2008. Quarterly 

revenues are slightly more volatile but the general 

upward trend is still quite discernible. 

 

The return to profitability in 2007 and the strong 

improvement in profitability in 2008 shows the 

impact of revenue growth and long-term cost 

reduction. The same trend is evident in the quarterly 

earnings figures between the second quarter of 2007 

and the first quarter of 2008. The net earnings in the 

second quarter of 2008 resulted from an 

exceptionally favourable product mix and were not 

expected to be repeated. Net earnings in the third and 

fourth quarters of 2008 have both been affected by 

significant one-off costs related to the CSR Times 

acquisition of 75% of the common shares of the 

Company. The net earnings in the first quarter of 

2009 are at the same level as seen in the fourth 

quarter of 2007 and the first quarter of 2008. 

Risk Management  
The level of worldwide demand for power 

semiconductors and power semiconductor 

assemblies is one of the key uncertainties for the 

Company. Global plans to reduce carbon emissions 

in response to concerns about climate change, 

including the increased power generation from non-

fossil fuels, the electrification of transport systems 

and the increased use of advanced power electronic 

equipment, together with the need for additional 

power generation capacity and improved power 

transmission and distribution systems, provide strong 

justification for believing that demand for the 

Companyôs products will remain strong despite the 

current economic problems. However, any reduction 

in investment in these areas would be detrimental to 

the future of the business.  

 

Worldwide demand for silicon has eased recently but 

the supply of NTD silicon, which is used in the 

Companyôs highest power products, has become less 

secure due to a lack of reactor capacity. Any shortfall 

in the supply of such silicon is likely to have a direct 

impact on the Companyôs business.  

 

As disclosed in the Financial Statements, the 

Company had one customer that accounted for 11% 

of revenue during the quarter. Our relationship with 

this customer and our other major customers and 

suppliers remains good. 

 

At March 31st, 2009, the Company had one 
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customer that accounted for 14% of accounts 

receivable and one customer that accounted for 12% 

of accounts receivable.  

 

Although the Company buys some materials in 

continental Europe, the Far East and North America, 

the bulk of its costs are incurred in Sterling. 

However, it sells into world markets with many sales 

denominated in Euros and US dollars. As a 

consequence, the Companyôs results are affected by 

changes in exchange rates between these currencies. 

Management monitors these exposures but 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 Companyôs operating business is in Lincoln, 

England and the majority of its assets, liabilities, 

revenues, expenses and cash flows take place and are 

recorded in Sterling. These values have to be 

translated to Dollars for inclusion in the consolidated 

financial statements of the Company. Movements in  

the Dollar-Sterling exchange rate directly affect such 

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 received grants totalling $74,000 

during the quarter from the European Union and the 

British Government to assist in its research and 

development activities and grants of $2,000 in the 

form of interest free loans to purchase energy saving 

equipment. 

 

Related Party Transactions  
The Company incurred expenses in the quarter of 

$17,500 with respect to fees payable to directors.  As 

at March 31st, 2009, $52,167 is payable to directors.  

 

The Company retains a business law firm in Canada 

to provide legal services and advice. During the 

quarter this firm was paid $15,014 in fees and 

expenses. One of the Companyôs independent 

directors is a partner of this firm.  

 

The Company has a loan from CSR Times Electric, 

the majority shareholder, of $2,864,973. 

 

The Company incurred interest expenses in the 

quarter of $55,646 relating to the loan from CSR 

Times Electric. 

 

On February 6th, 2009 the Company agreed new 

distributor arrangements with CSR Times Electric.  

The Company has appointed CSR Times Electric to 

be its main distributor for high power 

semiconductors in The Peopleôs Republic of China.  

At the same time CSR Times Electric has appointed 

the Company to be its main distributor for high 

power semiconductors in Europe.  The parts will be 

sold to the distributor at the market price less a 

discount to cover the cost of the work carried out by 

the party handling the distribution.  CSR Times 

Electric has placed an order for $2,521,141 on the 

Company for deliveries in 2009 and in order to 

secure this capacity CSR Times Electric has paid in 

advance for the full amount of this order.  The 

Company has agreed to credit CSR Times Electric 

with interest on the outstanding balance each quarter 

at US prime rate plus 2%.  At March 31st, 2009 

$2,270,529 is outstanding to CSR Times Electric and 

included in amounts due to parent. 

 

The Company incurred interest expense in the 

quarter $24,803 relating to the advance from CSR 

Times Electric. 

 

The Company recorded revenue in the quarter of 

$327,755 relating to product sales to CSR Times 

Electric under the distributor agreement. 

 

The Company incurred cost of sales in the quarter of 

$22,281 relating to purchases from CSR Times 

Electric under the distributor agreement. 

 
Business Development  
Revenue in the quarter was at the highest level since 

2001. Revenue is expected to be at this level 

throughout 2009.  

 

Quarterly earnings for the next three quarters are 

expected to be a little lower than those reported in 

the current quarter.  

 

Order Book  
At the end of March, the order book stood at $41.4 

million, another record figure for Dynex. 

Approximately 65% of these orders were for delivery 

in 2009.  

 
Changes in Accounting Policies  
Effective 1st January 2008, the CICA introduced 

four new accounting standards. Section 1535 of the 

CICA Handbook, Capital Disclosures deals with the 

need to disclose information on the Companyôs 

capital and how it is managed. Section 3031, 

Inventories prescribes the accounting treatment for 
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inventories. Sections 3862, Financial Instruments - 

Disclosures and Section 3863 Financial Instruments 

ï Presentation sets out further information to be 

disclosed in relation to financial instruments.  

 

Effective 1st January 2009, the CICA introduced two 

new accounting standards. Section 3064 of the CICA 

handbook, Goodwill and Intangible Assets deals with 

standards for the recognition, measurement, 

presentation and disclosure of goodwill.  Section 

3450, Research and Development Costs deals with 

the treatment of research and development costs. 

 

All of these new accounting policies have been taken 

into account in the preparation of these financial 

statements. 

 

Preparation for the Introduction of IFRSôs 
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 their 

accounts using International Financial Reporting 

Standards (IFRS) from January 1st 2011. This 

announcement initiates a major change in financial 

reporting for the Company.  

 

Management has been reviewing the changes that 

will be required as a result of the introduction of 

IFRSôs and had intended to have completed a 

detailed plan for the changeover by the end of 2008. 

However, the completion of this plan has been 

impacted by the acquisition of 75% of the common 

shares of the Company by CSR Times Electric. In 

addition,  management now believes it is desirable to 

ensure that decisions taken on the introduction of 

IFRSôs in the Companyôs accounts take account, as 

far as possible, of the Chinese reporting requirements 

of CSR Times Electric. Management expects to be 

able to report on the changes proposed as part of the 

second quarter report for 2009. A major adjustment  

to the accounts that will be required as a result of this 

change will be the release of the deferred revenue 

arising from the sale and leaseback of a property in 

Lincoln, England in 2003. The deferred revenue will 

be credited to shareholdersô funds. 

 

Disclosure Controls  
Disclosure controls and procedures have been 

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. 

 

 

Internal Controls  
Internal control over financial reporting has been 

designed to provide reasonable assurance regarding 

the reliability of financial reporting and the 

preparation of financial statements for external 

purposes in accordance with Canadian generally 

accepted accounting principles. 

 

During the quarter, there have been no changes in the 

design of the Companyôs internal controls over 

financial reporting that has materially affected, or is 

reasonably likely to affect materially the Companyôs 

internal control over financial reporting. 

 

Additional Information  
Additional information relating to the Company is 

available on SEDAR at www.sedar.com 

 

 

 

 

 

Bob Lockwood.  

Director and Chief Financial Officer 

27 May, 2009 
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      3 months  3 months 

      Mar 31st  Mar 31st 

      2009  2008 

         

    $ 11,002,723 $ 8,084,138 

         

     7,723,164  5,535,333 

         

Gro s margin      3,279,559  2,548,805 

         

        

General and administration      924,176  901,471 

Sales and marketing      292,752  223,924 

Research and development       255,919  212,469 

Interest expense      136,595  172,220 

         

      1,609,442  1,510,084 

         

     1,670,117  1,038,721 

         

        

Interest and other income      38,622  46,569 

Foreign exchange (loss) gain      (64,233)  85,601 

         

      (25,611)  132,170 

         

Earnings before income taxes      1,644,506  1,170,891 

         

     (479,818)  - 

         

     1,164,688  1,170,891 

         

     (7,169,144)  (11,730,827) 

         

    $ (6,004,456) $ (10,559,936) 

        

        

        

Basic     $ 0.03 $ 0.04 

Diluted (Note 6)     $ 0.03 $ 0.03 

        

        

Basic      40,194,834  33,348,562 

Diluted (Note 6)      40,297,238  41,678,582 

These financial statements should be read in conjunction with the notes set out on pages 15 to 21.
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      3 months  3 months 

      Mar 31st  Mar 31st 

      2009  2008 

         

    $ 1,164,688 $ 1,170,891 

         

        

         

Unrealized foreign exchange on translating financial 

statements of self-sustaining foreign operations 
     129,434  112,129 

         

     129,434  112,129 

         

    $ 1,294,122 $ 1,283,020 

 

 

      Mar 31st  Dec 31st 

      2009  2008 

         

    $ (1,380,101) $ (760,787) 

         

         

Other comprehensive income (loss)      129,434  (619,314) 

         

        

     (1,250,667)  (1,380,101) 

Deficit 
     

 

(6,004,456) 
 

 

(7,169,144) 

        

        

 

 
   

 

 

$ 

 

 

(7,255,123) 

 

 

$ 

 

 

(8,549,245) 

 
Accumulated other comprehensive loss consists entirely of translation adjustments. 
 
These financial statements should be read in conjunction with the notes set out on pages 15 to 21.
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      Mar 31st  Dec 31st 

      2009  2008 

         

   

Cash     $ 884,061 $ 404,638 

Accounts receivable      7,733,021  6,081,965 

Inventories       8,092,781  8,041,747 

Income tax recoverable       -  2,838 

Prepaid expenses and deposits      680,656  696,625 

      17,390,519  15,227,813 

         

     5,838,971  5,433,347 

        

        

     $ 23,229,490 $ 20,661,160 

         

         

Accounts payable and accrued liabilities     $ 5,234,589 $ 5,688,807 

Income tax payable      487,111  - 

Amounts owing to parent company      2,270,529  - 

Short-term loan       2,516,639  3,551,495 

Current portion of long-term debt       47,715  45,610 

Obligation under capital leases       117,439  114,146 

Current portion of deferred revenue       139,475  137,271 

      10,813,497  9,537,329 

 

 2,880,058 2,846,811 

 624,135 642,659 

 1,115,800 1,132,483 

   

      15,433,490  14,159,282 

         

Share capital (Note 5)      15,051,123  15,051,123 

Deficit      (6,004,456)  (7,169,144) 

Accumulated other comprehensive loss       (1,250,667)  (1,380,101) 

         

      7,796,000  6,501,878 

         

     $ 23,229,490 $ 20,661,160 

These financial statements should be read in conjunction with the notes set out on pages 15 to 21. 
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      3 months  3 months 

      Mar 31st  Mar 31st 

      2009  2008 

        

Net earnings     $ 1,164,688 $ 1,170,891 

Items not affecting cash         

 Amortization      121,010  44,051 

 Gain on disposal of property, plant and equipment      (34,610)  (38,406) 

 Shares and options issued for services (Note 5)      -  2,558 

 Non-cash interest       2,054  26,483 

 Non-cash grant income       -  (2,355) 

 Provision for inventory obsolescence       55,981  326,995 

Changes in non-cash operating working capital  items (Note 6)      (1,535,620)  360,593 

      (226,497)  1,890,810 

         

        

Increase in amounts owing to parent company      2,521,141  - 

Decrease in amounts owing to parent company      (284,605)  - 

Repayment of short-term loan      (1,075,536)  (1,448,693) 

Payments on  capital leases      (26,973)  - 

Repayment of long-term debt      (12,980)  (46,430) 

      1,121,047  (1,495,123) 

         

        

Proceeds of disposal of property, plant and equipment      263  - 

Purchase of property, plant and equipment      (434,623)  (286,541) 

      (434,360)  (286,541) 

         

         

     460,190  109,146 

         

     19,233  6,192 

         

     404,638  140,867 

         

    $ 884,061 $ 256,205 

         

         

        

Interest paid during period     $ 61,442 $ 118,874 

Income taxes paid during period     $ - $ - 

 
 
These financial statements should be read in conjunction with the notes set out on pages 15 to 21.
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 The Company is engaged in the design and manufacture of industrial power equipment. 
 
 

 

The Company adopted the following new accounting standards in accordance with their transitional 

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 period. 

 

Inventories 

 

On January 1st, 2008 the Company adopted the new accounting standard on inventories. Adoption of this 

new standard has had no material impact on the valuation or measurement of the Companyôs inventory. 

 

Financial Instruments 

 

On January 1st 2008, the Company adopted the new accounting standards on financial instrument 

disclosure and financial instrument presentation.  

 

Capital Disclosures 

 

On January 1st, 2008 the Company adopted the new accounting standard on capital disclosures.  

 

Goodwill and Intangible Assets 

 

On January 1st, 2009 the Company adopted the new accounting standard on goodwill and intangible assets.  

 

Research and Development Costs  

 

On January 1st, 2009 the Company adopted the new accounting standard on research and development 

costs. 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  

  

Accounting policies 
 

The consolidated financial statements presented here are prepared using the same accounting policies as 

were used last year, details of which are set out in the Annual Report for 2008, except for the changes in 

accounting standards that took place on January 1st, 2009 referred to in Note 2 above, and are in 

accordance with Canadian generally accepted accounting principles. The disclosures in these interim 

financial statements do not conform in all respects to the requirements of generally accepted accounting 

principles for annual financial statements. These interim financial statements should be read in conjunction 

with the annual financial statements for the year ended December 31st, 2008. 

 

Currency of reporting 

 

All figures are in Canadian dollars except as otherwise stated. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)  

 

Inventories 

 

Raw materials and work in progress are valued at the lower of cost and replacement 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 cost of direct 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 a realistic expectation of orders for those 

parts. 

 

 

 

For the quarter ended March 31st, 2009 the number of shares that could potentially dilute basic earnings per 

share in the future but which were not included in the computation of diluted earnings per share because to 

do so would have been anti-dilutive was nil (Mar 31st, 2008 ï nil). 

 

 

 

Authorized: 

An unlimited number of common shares. 

An unlimited number of preferred shares issuable in series. 

 

Issued: 

The movement in the Companyôs issued and outstanding share capital is summarized below: 

 

 Mar 31st  Mar 31st Dec 31st  Dec 31st 

 2009  2009 2008  2008 

 No of shares   No of shares   

       

 Share Capital at start of the period 40,194,834 $ 15,051,123 33,348,562 $ 14,133,999 

       

 Shares issued on conversion 

 of debt  
-  - 6,250,220  845,624 

       

 Shares issued for cash on the 

 exercise of options 
-  - 150,000  34,500 

       

 Shares issued for no proceeds 

 on the purchase of options 

 (see below) 

-  - 446,052  - 

       

 Stock based compensation re 

 employee options 
-  - -  33,290 

       

 Stock based compensation re loans -  - -  3,710 

       

       

 Share Capital at the end of the period 40,194,834 $ 15,051,123 40,194,834 $ 15,051,123 

 

 The Company has no issued and outstanding preferred shares. 
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Common share transactions 

 

On June 2nd, 2008 the Company issued 6,250,220 common shares on conversion of £434,500 of loans to 

Dynex Semiconductor Limited.  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 150,000 common shares at $0.23 per share following an exercise 

of an option under the Companyôs stock option plan. 

 

On October 31st, 2008 as part of the acquisition of shares by CSR Times Electric Co. Ltd, 521,970 share 

options with an exercise price of $0.08 were offered to CSR Times Electric by certain officers and 

employees of the Company.  CSR Times Electric paid the holders of these options $0.47 for each option 

(being the share purchase price of $0.55 less the exercise price of $0.08) and were issued 446,052 shares at 

zero cost as agreed by shareholders as part of the plan of arrangement. 

 

Independent directorsô share plan 

 

The Independent Directorsô Share Plan was adopted by the Board and shareholders in 2002. Under the 

plan, directors 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 year to which the fees relate.  

 

Warrant transactions 

 

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

outstanding at March 31st, 2009 (Dec 31st, 2008 - Nil).  

 

Stock option plan 
 

A total of 2,657,316 (Dec 31st, 2008 ï 2,657,316) of the common shares of the Company outstanding from 

time to time are reserved for the issuance of stock options pursuant to the Companyôs stock option plan.  

Generally, options granted under the plan vest evenly over a three-year 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 Price 

    

 Outstanding at December 31st, 2007 790,472  $ 0.11 

    

 Granted 150,000  0.30 

    

 Exercised (150,000)   0.23 

    

 Cancelled (521,970)   0.08 

    

 Outstanding and exercisable at December 31st, 2008 268,502   0.20 

 

 

   

 Outstanding and exercisable at March 31st, 2009  268,502  $ 0.20 
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Stock option plan (continued) 

 

At March 31st, 2009 there are 268,502 options outstanding and exercisable with a weighted average 

exercise price of $0.20 and a weighted average remaining life of 2 years and 8 months (Dec 31st, 2008 ï 

268,502 options outstanding and exercisable with a weighted average exercise price of $0.20 and with a 

weighted average remaining life of 2 years and 11 months). 

 

At March 31st, 2009 the following stock options are outstanding: 

 

 Grant Expiry Number of Exercise 

 Date Date Options Price 

     

 Directors Aug 9, 2005 Aug 8, 2010 64,757  $ 0.08 

 Dec 10, 2007 Dec 9, 2012 100,000  0.30 

 Feb 14, 2008 Feb 13, 2013 50,000  0.30 

     

 All other employees Aug 9, 2005 Aug 8, 2010 53,745 0.08 

     

 Total outstanding   268,502 $ 0.20 

 

Stock-based compensation 

  

As a result of accounting for stock based compensation related to options granted to employees and 

directors using the fair-value based method, the Company recorded $Nil of stock based compensation in 

general & administrative expenses in the quarter ended March 31st, 2009 (Mar 31st, 2008 - $1,445).  

 

 

      3 months  3 months 

      Mar 31st  Mar 31st 

      2009  2008 

         

 Accounts receivable     $ (1,530,180) $ 1,553,894 

 Inventories      20,944  (960,744) 

 Prepaid expenses and deposits      26,085  (11,756) 

 Accounts payable and 

accrued liabilities 

     (535,128)  (220,801) 

 Income tax payable      482,659  - 

         

     $ (1,535,620) $ 360,593 

 

 

7. ECONOMIC DEPENDENCE  

 

For the quarter ended March 31st, 2009 the Company had one customer accounting for approximately 11% 

of revenue (Mar 31st, 2008 - one customer accounting for 21% of revenue and one customer accounting for 

13% of revenue). 

 

At March 31st, 2009 the Company had one customer accounting for 14% of accounts receivable and one 

customer accounting for 12% of accounts receivable (Dec 31st, 2008 ï one customer accounting for 17% of 

accounts receivable).  
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Business area 

 

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

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

reliability integrated circuits.  The product manufacturing for these areas is supported by common 

infrastructure at the Companyôs Lincoln, England facility.  As at March 31st, 2009 the Company does not 

segregate assets or other balance sheet accounts by product area nor does the Company measure operating 

profits 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 customer) of revenues and the location of tangible assets 

determine the geographic areas. 

 

 

      3 months  3 months 

      Mar 31st  Mar 31st 

      2009  2008 

 Revenue:         

         

 Business segment         

   Bipolar Discrete Group     $ 6,834,999 $ 3,815,526 

   Power Modules Group      1,576,067  1,312,961 

   Power Electronic Assemblies      1,127,525  1,223,576 

   Integrated Circuits      1,464,132  1,732,075 

         

         

     $ 11,002,723 $ 8,084,138 

         

          

 Geographic area         

   Canada     $ 104,438 $ 53,561 

   United Kingdom      2,443,971  802,358 

   France      1,844,482  2,846,723 

   Germany      1,691,636  1,853,748 

   United States of America     1,307,482  193,045 

   Other 

 
     3,610,714  2,334,703 

         

     $ 11,002,723 $ 8,084,138 

         

 

All property, plant and equipment of the Company is located in the UK.  
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9. RELATED PARTY TRANSACTIONS  

 

The Company incurred expenses in the quarter ended March 31st, 2009 of $17,500 (Mar 31st, 2008 - 

$20,000) with respect to fees payable to directors.  As at March 31st, 2009, $52,167 is payable to directors 

(Dec 31st, 2008 - $34,667).   

 

The Company incurred interest expenses in the quarter ended March 31st, 2009 of $nil (Mar 31st, 2008 - 

$85,532) relating to loans from two directors. 

 

The Company retains a business law firm in Canada to provide legal services and advice. During the 

quarter ended March 31st, 2009, this firm was paid $15,014 (Mar 31st, 2008 - $40,252) in fees and 

expenses. At March 31st, 2009, $5,255 is payable to this firm (Dec 31st, 2008 - $264,265). One of the 

Companyôs independent directors is a partner of this firm.  

 

The Company has a loan from CSR Times Electric, the majority shareholder, of $2,864,973 (Dec 31st, 

2008 - $2,819,697. 

 

The Company incurred interest expenses in the quarter ended March 31st, 2009 of $55,646 (Mar 31st, 2008 

- $nil) relating to the loan from CSR Times Electric. 

 

On February 6th, 2009 the Company agreed new distributor arrangements with CSR Times Electric.  The 

Company has appointed CSR Times Electric to be its main distributor for high power semiconductors in 

The Peopleôs Republic of China.  At the same time CSR Times Electric has appointed the Company to be 

its main distributor for high power semiconductors in Europe.  The parts will be sold to the distributor at 

the market price less a discount to cover the cost of the work carried out by the party handling the 

distribution.  CSR Times Electric has placed an order for $2,521,141 on the Company for deliveries in 

2009 and in order to secure this capacity CSR Times Electric has paid in advance for the full amount of this 

order.  The Company has agreed to credit CSR Times Electric with interest on the outstanding balance each 

quarter at US prime rate plus 2%.  At March 31st, 2009 an amount of $2,270,529 is outstanding to CSR 

Times Electric and is included in amounts due to parent (Dec 31st, 2008 - $nil). 

 

The Company incurred interest expense in the quarter ended March 31st, 2009 of $24,803 (Mar 31st, 2008 

- $nil) relating to the advance from CSR Times Electric. 

 

The Company recorded revenue in the quarter ended March 31st, 2009 of $327,755 (Mar 31st, 2008 - $nil) 

relating to product sales to CSR Times Electric under the distributor agreement. 

 

The Company incurred cost of sales in the quarter ended March 31st, 2009 of $22,281 (Mar 31st, 2008 - 

$nil) relating to purchases from CSR Times Electric under the distributor agreement. 

 

The directorsô fees and other related party amounts are recorded at the negotiated amounts. 

Related party transactions in the normal course of business are recorded at the exchange amount, that is the 

amount agreed to by the parties. 

  



Notes to the Consolidated Financial Statements (Unaudited) 

Quarters Ended March 31 , 2009 and 2008 
 

 

Quarterly Report March 2009 Page 21 

 

10. FUTURE ACCOUNTING CHANGES  

 

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 their 

accounts using International Financial Reporting Standards (IFRS) from January 1st 2011. This 

announcement initiates a major change in financial reporting for the Company.  

 

In January 2009, the CICA issued Handbook section 1582, Business Combinations, which will replace the 

former section 1581, Business Combinations. The new section is effective for acquisitions in fiscal years 

beginning on or after January 1, 2011 but with earlier adoption permitted and provides the Canadian 

equivalent to International Financial Reporting Standard IFRS 3, Business Combinations. The new 

standard is not expected to have a material effect on the Companyôs consolidated financial statements. 

 

In January 2009, the CICA issued Handbook sections 1601, Consolidated Financial Statements, and 1602, 

Non-Controlling Interests, which will replace the former section 1600, Consolidated Financial Statements. 

These new sections are effective for interim and annual consolidated statements for fiscal years beginning 

on or after January 1, 2011 but with earlier adoption permitted and provide the Canadian equivalent to 

International Financial Reporting Standard IAS 27, Consolidated and Separate Financial Statements. The 

new standards are not expected to have a material effect on the Companyôs consolidated financial 

statements. 
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