electrofuel

News for Immediate Release:

ELECTROFUEL ANNOUNCES SECOND QUARTER RESULTS
Toronto, Ontario — May 22, 2001 — Electrofuel Inc. (TSE: EFL) announced today its results for
the six months ended March 31, 2001. Electrofuel’s fiscal year end is September 30. All dollar

amounts are in U.S. dollars unless otherwise indicated.

Financial Results

Revenue for the first six months of fiscal 2001 was $270,372, reflecting sales of the Powerpad
160 rechargeable laptop computer battery from the Company’s low volume production plant in
Toronto. The company had no revenue in the same six months of fiscal 2000.

Research and development costs increased to $1.3 million from $512,978 in the same six months
last year, due primarily to costs associated with the development of our Powerpad family of
products for portable computers and the EF2100 cellular phone battery and R& D costs
associated with the new Mississauga plant.

Sales and marketing expenses rose to $694,572 from $251,672 a year earlier, reflecting an
increase in marketing, personnel, trade show, advertising and other costs associated with our
products and in anticipation of sales from our Mississauga plant.

General and administrative expenses increased to $2.5 million from $924,064 a year earlier due
to an increase in corporate staff, legal and consulting fees and the costs relating to the
Mississauga plant.

The net loss for the six months was $2.6 million, compared to $1.2 million for the same six
months of fiscal 2000.

Operational Highlights

On November 10, 2000, Electrofuel began trading on the Toronto Stock Exchange. The net
proceeds of the initial public offering, $28.3 million, have been used in part to build a high
volume manufacturing facility in Mississauga, Ontario.

During the six months, the company continued to make inroads into the portable computer
battery market and a number of significant purchase orders were received.

The Mississauga plant received its occupancy permit in February and started commercial
production in April 2001. The production ramp up is proceeding.



About Electrofuel

Electrofuel Inc. is engaged in the devel opment, manufacture and sale of products using its
proprietary lithium ion SuperPolymer rechargeable battery technology. Electrofuel’s goal is to
become the leading provider of portable power for the notebook computer and wireless sectors,
and to apply its technology to a broad spectrum of alternative energy applications such as electric
cars, solar energy storage, off — peak load levelling and UPS for telecommunications.

This press release may contain forward-looking statements that involve a number of risks and
uncertainties, including statements regarding the outlook for the Company’ s business and results
of operations. By nature, these risks and uncertainties could cause actual results to differ
materially from those indicated. Such factorsinclude, without limitation, the various factors set
forth in public disclosure documents filed with Canadian regulatory authorities.

Electrofuel disclaims any intention or obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.

For more information, please contact:

iContact Communications
Ana-Maria Mosoiu

(416) 926-2494

anamari a.mosoi u@icontact.ca

For more information about our company and our products, please visit our website at
http: //mwww.el ectr ofuel .cony.




Consolidated Financial Statements

(Expressed in U.S. dollars)

ELECTROFUEL INC.

Six months ended March 31, 2001, with comparative
figures for six months ended March 31, 2000
and Balance Sheet for September 30, 2000

(Unaudited)



ELECTROFUEL INC.

Consolidated Balance Sheets
(Expressed in U.S. dollars)

March 31, 2001 and September 30, 2000

(Unaudited)
March 31, September 30,
2001 2000
Assets
Current assets:
Cash and cash equivalents 38,346,746 $ 6,337,345
Short-term investments - 12,999,585
Accounts receivable 174,461 184,920
Investment tax credits recoverable 566,882 593,740
Goods and services tax receivable 262,022 255,007
Inventory 284,207 81,418
Prepaid expenses and other 387,495 460,647
40,021,813 20,912,662
Deferred finance charges - 1,838,870
Capital assets 14,050,919 8,143,340
54,072,732 $ 30,894,872
Liabilities and Shareholder' Equity
Current liabilities:
Accounts payable and accrued liabilities 1,151,416 $ 1,767,024
Income taxes payable - 64,956
1,151,416 1,831,980
Shareholders' equity:
Share capital (note 2) 63,678,464 35,385,197
Cumulative translation adjustment (2,866,108) (1,045,673)
Deficit accumulated during
development stage (7,891,040) (5,276,632)
52,921,316 29,062,892
Contingency (note 4)
54,072,732 $ 30,894,872

See accompanying notes to consolidated financial statements.



ELECTROFUEL INC.

Consolidated Statements of Operations and Deficit
(Expressed in U.S. dollars)

Three and six months ended March 31, 2001, with comparative figures for

three and six months ended March 31, 2000

(Unaudited)
Three months ended Six months ended
March 31, March 31,
2001 2000 2001 2000
Revenue $ 146,663 $ - 270,372 $ -
Expenses:
Research and development 817,142 270,475 1,321,895 512,978
Sales and marketing 350,604 154,288 694,572 251,672
General and administrative 1,729,891 657,634 2,540,564 924,064
2,897,637 1,082,397 4,557,031 1,688,714
Loss from operations 2,750,974 1,082,397 4,286,659 1,688,714
Other income 654 (30,732) (81,767) (30,732)
Interest income (587,132) (353,593) (1,083,070) (379,971)
Loss (gain) from foreign exchange (524,912) (69,185) (507,414) (69,237)
(1,111,390) (453,510) (1,672,251) (479,940)
Loss before income taxes 1,639,584 628,887 2,614,408 1,208,774
Income taxes - 27,355 - 27,355
Loss for the period 1,639,584 656,242 2,614,408 1,236,129
Deficit accumulated during development stage,
beginning of period 6,251,456 3,873,771 5,276,632 3,293,884
Deficit accumulated during development stage,
end of period $ 7,891,040 $ 4,530,013 7,891,040 $ 4,530,013
Loss per common share (note 3) $ 0.02 $0.01 004 $ 0.02

See accompanying notes to consolidated financial statements.



ELECTROFUEL INC.

Consolidated Statements of Cash Flows
(Expressed in U.S. dollars)

Three and six months ended March 31, 2001, with comparative figures for
three and six months ended March 31, 2000

(Unaudited)
Three months ended Six months ended
March 31, March 31,
2001 2000 2001 2000
Cash provided by (used in):
Operating activities:
Loss for the period $ (1,639,584) $  (656,242) $ (2,614,408) $  (1,236,129)
Amortization which does not involve cash 154,735 89,808 255,578 151,676
Common shares issued for services or on
acquisition of patents - 21,736 - 154,676
Change in non-cash operating working capital 596,499 (263,127) 1,058,971 (321,901)
(888,350) (807,825) (1,299,859) (1,251,678)
Financing activities:
Proceeds from issue of common
shares (note 2a) - 28,439,215 28,293,267 28,439,215
- L4 28,439,215 28,293,267 28,439,215
Investing activities:
Additions to capital assets (2,761,122) (732,973) (6,523,316) (828,678)
Disposition of short-term investments - - 12,999,585 -
(2,761,122) (732,973) 6,476,269 (828,678)
Increase (decrease) in cash and cash equivalents (3,649,472) 26,898,417 33,469,677 26,358,859
Effect of currency translation adjustments on cash
and cash equivalents (2,423,833) 19,334 (1,460,276) 27,158
Cash and cash equivalents, beginning of period 44,420,051 1,846,247 6,337,345 2,377,981
Cash and cash equivalents, end of period $ 38,346,746 $ 28,763,998 $ 38,346,746 $ 28,763,998

See accompanying notes to consolidated financial statements.



ELECTROFUEL INC.

Notes to Consolidated Financial Statements
(Expressed in U.S. dollars)

Six months ended March, 2001 and 2000
and for the year ended September 30, 2000
(Unaudited)

1. Comparative Figures:

Certain of the comparative figures have been reclassified to conform with the financial
statement presentation adopted in the current period.

2. Share capital:

On August 2, 2000, the Company's shareholders authorized a three-for-one stock split, which
became effective on September 18, 2000. All references to common shares, common shares
outstanding, stock options and per share amounts in these financial statements have been
restated to reflect this three-for-one stock split on a retroactive basis.

(a) On November 10, 2000, the Company issued 6,250,000 common shares at Cdn $8.00 per
common share for gross proceeds of $32.4 million (Cdn $50,000,000) and net proceeds of
$28.3 million after deducting underwriting commissions and expenses of the offering.

(b) On November 9, 2000, the Company issued, for no consideration, a total of 25,000
charitable warrants to three charitable organizations. Each charitable warrant entitles the
holder to receive, for cash consideration of $5.24 (Cdn $8.00), one common share. The
charitable warrants are fully vested, non-transferable and will expire 10 years from the date
of closing of the offering of common shares.

(c) During the period 525,000 options, with an exercise price of $5.33 were surrendered.
3. Loss per share:

The net loss per share has been calculated using the weighted average number of common
shares outstanding during the periods, which are as follows:

March 31, 2001 66,032,162
March 31, 2000 54,531,231

Common share purchase options or other potential dilutive common shares were not
considered for each of the periods presented since their effect would be anti-dilutive.

4. Contingency:

On August 1, 2000, a legal proceeding against the Company was instituted in the United States
in which the plaintiff is claiming that the Company's use of the name "Electrofuel” constitutes an
infringement of its registered trademark. On September 26, 2000, the Company filed an answer
and counterclaims with the court. It is not possible at this time to make an estimate of the
amount, if, any, of damages that may result and accordingly no provision has been made in the
accounts.



MANAGEMENT’S DISCUSSION AND ANALY SIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our financial statements and related notes. Our financial statements are presented in U.S. dollars.
We prepare our financial statements in accordance with Canadian generally accepted accounting principles. We
aretransitioning from a |l ate stage devel opment company to an early stage commercial manufacturer.

This Quarterly Report may contain forward-looking statements that involve a number of risks and uncertainties,
including statements regarding the outlook for the Company’s 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 Management’s Discussion and Analysis of this report and as
discussed in public disclosure documents filed with Canadian regulatory authorities.

Electrofuel disclaims any intention or obligation to update or revise any forward-looking statements, whether asa
result of new information, future events or otherwise.

Results of Operations
Six months ended March 31, 2001 Compared to the six months ended March 31, 2000
Sales

Sales for the six months ended March 31, 2001 were $270,372, consisting of sales of PowerPad 160 units
from our pilot production facility in Toronto to blue chip corporate customers, distributors, and individuals. There
were no sales for the six months ended March 31, 2000. We recognize revenue on the sale of commercial units
produced at the Company's pilot production plant at the time the units are shipped to customers. The pilot plant is
principally used to support the Company's research and development initiatives. All of the material and labor costs
associated with the production of the commercial units have been charged to research and devel opment expenses.

Operating Expenses

Research and Development. Research and development expenses consist primarily of compensation and
related costs for research and development personnel, including independent contractors and consultants, direct
materials and allocated overhead.

Research and development expenses, net of investment tax credits, increased from $512,978 for the six
months ended March 31, 2000 to $1.3 million for the six months ended March 31, 2001. This increase in net
research and development expenses reflects the higher costs associated with the development of our PowerPad 160
for portable computers, including the hiring of additional research and development personnel and the increased
alocation of existing personnel to research and development efforts. The increase is also the result of fewer
refundable investment tax credits being accrued given the company’ s current status as a public company.

General and Administrative. General and administrative expenses include salaries and benefits for
corporate personnel, professional fees and facilities expenses, net of any allocation to research and development
activities. Our corporate administrative staff includes our executive officers and employees engaged in business
development, financial planning and control, legal, human resources and corporate administration.

General and administrative expenses increased from $924,064 for the six months ended March 31, 2000 to
$2.5 million for the six months ended March 31, 2001. This increase reflects an increase in corporate staff, legal and
consulting fees, depreciation expense and the settlement paid to a former officer upon surrender of his vested and
unvested stock options.

Sales and Marketing. Sales and marketing expenses increased from $251,672 for the six months ended
March 31, 2000 to $694,572 for the six months ended March 31, 2001. This increase reflects an increase in
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marketing, personnel, trade shows, advertising and other costs associated with increased marketing activities
associated with our PowerPad160 product and increasing the awareness of our products and technology.

Other Income

Our other income has been derived primarily from the provision of consulting, development and
engineering support services to third parties. Other income increased from $30,732 for the six months ended March
31, 2000 to $81,767 for the six months ended March 31, 2001.

Interest Income

Interest income increased from $379,971 for the six months ended March 31, 2000 to $1.1 million for the
six months ended March 31, 2001. We derived interest in both periods from cash and short-term investments. This
increase primarily reflects the additional interest derived from the unused portion of the proceeds from our January
2000 special warrant financing and the November 2000 public offering of shares.

Foreign Exchange Gain or Loss

The foreign exchange gain increased from $69,237 for the six months ended March 31, 2000 to $507,414
for the six months ended March 31, 2001. This was due primarily to the US dollar increasing relative to the
Canadian dollar from March 2000 to March 2001.

Liquidity and Capital Resources
Asof March 31, 2001, we had $38.3 million in cash and cash equivalents.

Net cash used in operating activities was $1.3 million for the six months ended March 31, 2000 and $1.3
million for the six months ended March 31, 2001. Net cash used in operating activities for the six months ended
March 31, 2001 reflects the operating loss of $2.6 million offset by amortization of $255,578, and a decrease in
non-cash working capital of $1.1 million. The decrease in non-cash operating working capital was principally
attributable to a decrease in accounts payable and accrued liabilities, an increase in inventory and a decrease in
deferred finance charges relating to the public offering of shares.

Cash provided by financing activities was $28.3 million for the six months ended March 31, 2001,
compared to $28.4 million for the six months ended March 31, 2000. These financing activities consisted primarily
of private placements of our securitiesin January 2000 and the public offering of sharesin November 2000.

Cash used in investing activities was $828,678 for the six months ended March 31, 2000 as compared to
net cash provided by investing activities of $6.5 million for the six months ended March 31, 2001. Cash provided by
investing activities reflects $6.5 million of spending for building improvements and, machinery and equipment for
the Mississauga plant net of proceeds on the disposition of an investment in short term securities of $13.0 million.

We have recorded net losses in every year since our inception. As we continue to make investments in
product development and marketing activities, we expect to incur net losses at least through our fiscal year ending
September 30, 2001. In the current and future quarters, we expect significant increases in expensesin all categories.
We expect research and development expenses to increase as we continue to develop our portable computer and
mobile telephone battery product lines and explore other potential applications for our technology. We also expect
our sales and marketing and general and administrative expenses to increase as we expand our capabilitiesin these
areas and increase our corporate infrastructure to support the growth of our business in anticipation of high volume
production. We currently plan to fund these expenses with cash on hand.

We have not yet received significant revenue from the sale of our batteries. Since June 2000, we have sold

limited quantities of the PowerPad 160. After we begin larger scale commercial production of our PowerPad
products, which we expect to occur beginning in the second calendar quarter of 2001, we expect that our principal
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source of revenue will be the sale of our battery products. Initialy, we expect that our sales will be concentrated
among alimited number of customers.

We expect we will continue to experience negative cash flow in the future. We expect that our capital
expenditures will continue to increase significantly in the future as we expand our manufacturing capability.

Our future liquidity and capital requirements will principally depend on our rate of growth and the means
by which we achieve our growth. We believe that the cash on hand, will be sufficient to meet our requirements until
at least December 2001. However, we could require additional cash if we encounter unanticipated expenses or cost
overruns, if our products do not achieve market acceptance, or if we decide to engage in acquisitions or joint
ventures. Our capital needs in future periods will depend principally on our ability to generate sales of our products,
the extent and timing of future increases in manufacturing capacity and the extent to which we engage in
acquisitions and joint ventures. We expect to need additional capital beyond December 2001, which we may not be
ableto raise on favorable terms, or at all.

Qualitative and Quantitative Disclosures about Risks and Uncertainties
Interest Rate Risk

As of March 31, 2001, we had cash and cash equivalents totaling $38.3 million. As aresult of short-term
maturities in the cash equivalents, we do not believe these investments are subject to significant interest rate risk.
Declinesin interest rates over time will, however, reduce the interest income earned on surplus cash balances.

Foreign Currency Exchange Rate Risk

We expect that the mgjority of our sales will, in the future, be made in U.S. dollars and that in the short
term, the majority of our expenses will be denominated in Canadian dollars. As of March 31, 2001, $28.7 million of
our cash and cash equivalents are denominated in Canadian dollars. Fluctuations in the exchange rate between the
Canadian dollar and the U.S. dollar may therefore have a material effect on our results of operations. We do not
currently engage in currency hedging activities.

Credit Risk

Once we commence commercial operations, we expect to manage our credit risk with respect to accounts
receivable by establishing and implementing credit limits, approval policies, and primarily dealing with large
creditworthy customers. However, we believe that, at least initially, we will be subject to significant concentration
of credit risk since our sales will be to alimited number of customers, some of whom we have no previous dealings
with.

Other Risks and Uncertainties

We are alate stage devel opment company facing corresponding risks, expenses and difficulties that may
affect our outlook and eventual results of our business and commercialization plan.

We may not be able to establish high-volume manufacturing facilities on a timely, cost-effective basis or at
all. We have never manufactured batteriesin large quantities and we may not be able to maintain future commercial
production at planned levels. Additionally, if we are unable to secure an adequate supply of raw materials or
components, our costs could increase or our production could be limited.

We plan to offset these risksin a number of ways:
Our manufacturing processis modular and flexible.
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Our high-volume facility will utilize machinery and equipment that is similar to the machinery and
equipment that we have already designed, built and used in our current pilot production plant.
Since the introduction of our PowerPad in 1999 we have successfully produced finished products
in our pilot plant, resulting in sales.

We are in the process of formalizing supply arrangements with suppliersto ensure that raw
materials required for high-volume production are available at a reasonable cost and on atimely
basis.

We intend to ensure we have more than one supplier for critical raw materials and components.

Until the establishment of multiple plants, we will be dependent upon the operation of a single
manufacturing facility and accidents or other operational problems at this facility could affect our ability to deliver
product to our customers and therefore our ability to generate revenues. In addition, we may be subject to
environmental liabilities at our facilities, which could result in material expense and adver sely affect our ability to
sell or finance our facilities.

We have addressed these risks by designing and building our high-volume facility with worker safety in
mind. In addition, we are adopting aformal environmental policy that requires compliance with environmental
legislation and an ongoing program of monitoring our environmental compliance.

We do not have a collaborative partner to assist usin the development of our batteries, which may limit our
ability to develop and commercialize our products on a timely basis, if at all. Furthermore, we may incur significant
costs and invest considerabl e resour ces designing and testing batteries for use with, or incor poration into, specific
products without significant return.

We believe that the formation of strategic partnershipswill be critical for the Company to meet its business
objectives. Wewill continueto seek arrangements with potential partners to mitigate the development and
commercialization risk going forward, balanced by our objective to maximize market share and penetration by not
entering into exclusivity arrangements with asingle partner. In addition, we are reviewing options to work with
multiple partners on OEM programs for internally designed applications, sales and distribution arrangements,
outsourcing parts of our manufacturing process, and for development of specialized applicationsin industry
segments other than laptop computers and cell phones.

We may not be able to compete effectively with other manufacturers of compact rechargeable batteries.
Thereisalso the possibility our competitors may develop portable power technologies that match or outperform our
SuperPolymer technology, which may diminish the demand for our products. In addition, innovationsin the design
of portable computers, mobile telephones and other wireless devices may reduce the need for our batteries.

We believe Electrofuel iswell positioned to compete in the market for compact rechargeabl e batteries,
which is aready very large and growing rapidly. There are currently five to seven principal competitors, primarily
well capitalized companies based in Japan, who have in aggregate a dominant market position in the lithiumion and
lithium ion polymer battery sector. By leveraging our technological advantage, moving quickly to penetrate the
market, initially targeting the underserved aftermarket, and emphasizing our higher energy density to create brand
differentiation, we believe we can achieve revenue generation in the near term. Additionally, we believe that design
innovationsin the wireless sector will either not materially extend the run time of existing battery technologies or
will be more than offset by the addition of new, enhanced, power-hungry features, which will increase the energy
requirements of these wireless devices.

While our energy density is currently superior to that of our competitorsin commercial production, we will
continue to invest in research and development to utilize latest generation advanced materials and improve the
process and design of our batteries to maintain or widen the technological gap between our technology and our
closest competitors. However, we have limited knowledge of our competitors' activitiesin this area.

All lithiumion polymer batteries can become hazardous under some circumstances. In the event of a short
circuit or other physical, electrical or thermal damage to these batteries, chemical reactions may occur that release
excess heat or gases, which could create dangerous situations, including fire, explosions and releases of toxic
fumes. Our batteries may emit smoke, catch fire or emit gas, any of which may expose us to product liability
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litigation. In addition, these batteriesincorporate potentially hazardous material s which may require special
handling, and safety problems may develop in the future. Product failure or improper use of lithiumion polymer
battery products, such asthe improper management of the charging/discharging system, may also result in
dangerous situations. The raising of any health or safety issues could impact our reputation and sales. Moreover,
changesin environmental or other regulations affecting the manufacture, transportation or sale of our products
could adversely affect our ability to manufacture or sell our products or result in increased costs or liability.
Finally, we may be required to devote significant financial and management resour ces to processing and remedying
warranty claims. If product liability issues arise, we could incur significant expenses and suffer damage to our
reputation and the market acceptance of our products.

To mitigate these risks of product liability, we undertake extensive internal and external product and safety
testing. We believe that there are currently no regulationsin North Americathat would prevent us from the
manufacture, sale or transportation of our batteries, and we are fully committed to ensuring our products are
environmentally friendly. In certain situations or applications, battery power may be a more attractive
environmental solution than other energy sources utilizing fossil fuels or creating emissions.

We may not be able to successfully market our battery technology and products, and because our
SuperPolymer technology is entirely new, our batteries may not performas well as we anticipate. We expect to sell
our products directly to corporate customers and through value-added resellers and distributors. But if these parties
do not purchase our products or purchase themin lower quantities or over longer time periods than we expect, our
revenue profile and cash flows may be severely impacted. Initially we expect to rely upon a limited number of
customers for a significant portion of our sales and the loss of any customer could have a material adverse effect on
our sales and operating results, and make it more difficult to attract and retain other customers.

Our PowerPad 160 product has undergone extensive user testing. We have now sold limited quantities of
our products to well established corporate users with positive early results. We have an aggressive marketing
program in place, including trade shows, advertising, etc. We have recently hired a dedicated salesteam to
aggressively market and sell our products. We are adopting a multi-channel distribution strategy to reduce our
reliance on asingle customer or distributor. We are targeting different types of users, applications, and industries to
mitigate the risk if our products do not achieve acceptance in asingle market and to ensure we minimize reliance on
one customer.

If we fail to manage growth successfully, we could experience delays, cost overruns or other problems.
Similarly, if we are unableto hire or retain qualified, key personnel, our business may be jeopar dized.

We have identified and are acting on the need to hire additional staff for our manufacturing facility, at the
senior management levels and for specialized personnel in various disciplines or areas of expertise, to help ensure
the Company continues to effectively manage its rapid growth. Additionally, our senior management team has
significant breadth and depth of expertise in managing startup situations, which will assist the Company in making a
smooth transition from a small private company to alarge public company. We are currently implementing a market
driven compensation structure and benefits plan with the assistance of athird party, to assist usin attracting and
retaining key personnel.

If wefail to protect our proprietary technology, we may lose any competitive advantage it provides. Others
may claimthat our productsinfringe on their intellectual property rights, which could result in significant expenses
for litigation, devel oping new technology or licensing existing technologies fromthird parties. If we are unable to
register our trademarks, or our trademarks or trade name are found to violate the rights of others, we may have to
change our trademarks or name and lose the goodwill we have created in them.

Wewill continue to register patents resulting from ongoing research and development activity, acquire or

license patents from third parties if appropriate and further devel op the trade secrets rel ated to our manufacturing
process and the design and operation of the equipment used to manufacture our products.
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Outlook

To date, we have successfully devel oped our technology, financed our expansion, pre-marketed our
products, purchased machine-making equipment and acquired a manufacturing facility. Our manufacturing facility
has just come on stream in the second calendar quarter of 2001 (April to June), and a slow production ramp up has
started. We will begin generating ongoing revenue from commercial production. At that point our focuswill be on
growth. We believe the output will be taken up quickly as the performance, reliability and value of our products
become known in our target markets. We are therefore confident that the risks inherent in our business and markets
are mitigated by the proprietary nature of our technology, the quality of our products, and the capabilities of our
management and staff.
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