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Electrovaya Announces Second Quarter Fiscal 2004
Financial Results

TORONTO, ONTARI O-- (CCNMat t hews - May 18, 2004) -

Revenue up 17% fromthe sane quarter in Fiscal 2003

El ectrovaya Inc. (TSX: EFL) today announced financial results for

t he second quarter ended March 31, 2004. Al figures are in US
dol l ars.

Second Quarter Highlights

- Second quarter revenue for 2004 was up 17% fromthe second
quarter of fiscal 2003.

- Goss profit of $139,000 or 9% of revenue, conpared to $7, 000
or 0.5%for the same quarter in the prior year

- Excluding the inpacts of governnment assistance and foreign
exchange gains and | osses, the cash burn rate was $1.1 nmllion
down $1.5 million from$2.6 mllion in the second quarter of

fiscal 2003. Overall cash burn was $1.3 million conpared to $1.1

mllion in the sane quarter in Fiscal 2003.

- Scribbler 2000 series receives positive reviews froma variety
of technol ogy publications, including PC Wrld, Laptop and Mobile

PC magazi nes, as well as fromon-line publications such as
Medi cal Tabl et PC.com Geek.com and CNET. com

1Tl

Summary of Financial Results
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I n thousands of US$ 3 nont hs ended 6 nont hs ended
except per share anobunts March 31 March 31
2004 2003 2004 2003
Revenue $1, 593 $1, 364 $3, 174 $2, 247
Expenses 2,817(a) 2,937 5, 865(a) 6,177

Loss from operati ons before
i nterest, taxes and

anortization $(1,224) $(1,573) $(2,691) $(3,930)
Loss for the period $(1,861)  $(2,379)  $(4,263)  $(5, 280)
Loss per share $0. 03 $0. 03 $0. 06 $0. 08
Cash & investnents $15, 668 $16, 750 $15, 668 $16, 750

(a) Net of Governnment assistance of $127 and $371 for the quarter
and six nmonths ending March 31, 2004. (Quarter and six nonths
ending March 31, 2003: NIL)

[T/

"We continued to work hard on all fundanental aspects of nobile
conputing, battery technol ogy, aerospace and zero eni ssion
vehi cl es" said Sankar Das Gupta, President and CEO of

El ectrovaya. "OQur work continued to pay off during the quarter
as our cash burn declined at the sane time as we continued to

i nvest heavily in research and devel opnent."

Second Quarter

For the second quarter of fiscal 2004, Electrovaya reported
revenue of $1.6 million conpared with $1.4 million in the sane
quarter of 2003. Excluding the inpact of governnent assistance,
the loss from operations before anortization, interest income and
forei gn exchange | osses decreased to $1.4 mllion from$1.6
mllion in the sane quarter |ast year. The | oss per share for the
quarter was unchanged at $0.03 for the quarters ending March 31
2004 and March 31, 2003.

Expenses

Cost of goods sold is conprised of the material, |abor and
manuf act uri ng overhead associated with the production of
Super Pol yner (R) batteries, the Scribbler tablet PC and machi ne
building for third parties, as well as direct |abour costs
related to research service revenues. For the quarter ending
March 31, 2004 cost of goods sold increased by 7.1%to $1.5
mllion from$1.4 million for the quarter ending March 31, 2003.

The Conpany reported a gross profit of $0.14 nmillion for the
quarter ending March 31, 2004 conpared to $0.07 mllion gross
profit for the quarter ending March 31, 2003 due to inproved
sal es efficiencies and a change in product nix towards sal es of
products and services with higher profit margins and increased
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| abor and material efficiencies.

Research and devel opnent expenses, net of investnent tax credits,
decreased by approximately $0.1 mllion or 15.8%to $0.6 mllion
for the quarter ended March 31, 2004 from$0.7 mllion in the
quarter ending March 31, 2003. During the second quarter of 2004,
the conpany received funding of $0.1 nillion from Technol ogy

Part nershi ps Canada

Sal es and marketing expenses decreased to $0.3 nmillion for the
second quarter of fiscal 2004 from$0.4 nmillion in the second
quarter of fiscal 2003 primarily due to a reduction in Scribbler
advertising expenses.

General and admi ni strative expenses increased by approxi mately
$0.2 mllion conpared to the sanme quarter in 2003 primarily due
to an increase in salaries and benefits, including an increase in
custoner service salaries, and an increase in audit and | ega

fees and bad debt expense.

During the quarter, interest income increased by 26.8%to $0.07
mllion from$0.06 mllion for the quarter ended March 31, 2003.
The Conpany derived interest in both periods fromcash and
short-terminvestnents. The increase in interest incone resulted
from the strengthening US dollar

Liquidity and Capital Resources

As at March 31, 2004, the Conpany had $15.7 million in cash, cash
equi val ents and short-terminvestnents, a decrease of $1.3
mllion fromthe quarter ending Decenber 31, 2003. Cash used in
operating activities was $0.9 mllion for the quarter ended March
31, 2004 versus $2.6 mllion for the quarter ended March 31

2003. Net cash used in operating activities for the current

quarter reflects the operating loss of $1.9 mllion offset by
anortization of $0.8 mllion and a decrease in non-cash operating
wor ki ng capital of $0.2 million

Conference Call Notice

El ectrovaya will host a conference call on Tuesday, May 18, 2004
at 4:30 PM EST. The call can be accessed by dialling (416)

640- 1907 or (800) 814-4859 or through a replay available at (416)
640- 1917 (pass-code 21051235#). The call will be web cast live on

the I nternet at www.electrovaya.com and www.newswire.ca/webcast/.

About El ectrovaya Inc.

El ectrovaya's goal is to becone the |eading provider of tablet
PC s, portable power for the notebook conputer, aerospace and

wi rel ess sectors, and to apply its technology to a broad spectrum
of alternative energy applications including UPS, stand-by power
and zero-em ssion vehicles. It devel ops, manufactures and sells
hi gh val ue products globally using award w nni ng patented
proprietary lithiumion SuperPol ynmer(R) rechargeabl e battery
technol ogy, which delivers the highest energy density of any
battery technol ogy on the market today. Electrovaya has desi gnhed,
devel oped and markets the Scribbler(TM Tablet PC which offers

l onger run tinme than any other Tablet PC currently avail able. The
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Conpany's shares trade on the Toronto Stock Exchange under the
symbol EFL

For nmore information about the Company and its products, please
visit our website at www.electrovaya.com.

Forwar d- Looki ng St at enents

This news rel ease may contain forward-| ooking statenents that

i nvol ve a nunber of risks and uncertainties, including statenents
regardi ng the outl ook for the Conpany's business and results of
operations. Risks are outlined in the Conpany's Annual Report for
the year ending Septenmber 30, 2003 and are set forth in public

di scl osure docunents filed with Canadi an regul atory authorities.
By nature, these risks and uncertainties could cause actua
results to differ materially fromthose indicated. The Conpany

di sclains any intention or obligation to update or revise any
forward-| ooki ng statenents, whether as a result of new

i nformation, future events or otherw se.

[T/
ELECTROVAYA | NC.

Consol i dat ed Bal ance Sheets
(Expressed in thousands of U S. dollars)

March 31, Sept enber 30
2004 2003
(Unaudi t ed) (Audi t ed)
Asset s
Current assets
Cash and cash equival ents $13, 025 $6, 178
Short-terminvestnents 2,643 11, 415
Accounts receivabl e 1,242 1, 047
I nventories (note 2) 3,212 2,852
I nvestnment tax credits recoverable 415 427
Goods and Services Tax receivable 29 55
Prepai d expenses and ot her 211 138
20,777 22,112
Capital assets 10, 634 12,024
$31, 411 $34, 136
Liabilities and Sharehol ders' Equity
Current liabilities
Accounts payabl e and accrued liabilities $2,643 $1, 760
I ncone taxes payabl e - 6
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2,643 1,766

Shar ehol ders' equity
Share capital (note 3) 63, 729 63, 729
Cummul ative transl ation adjustnment 1,615 954
Deficit (36,576) (32, 313)
28,768 32,370
$31, 411 $34, 136

See acconpanyi ng notes to unaudited consolidated financia
statenents.

These unaudited interimfinancial statements should be read in
conjunction with the annual audited consolidated financia
statements for the year ended Septenber 30, 2003.

ELECTROVAYA | NC.

Un- audi t ed Consolidated Statenments of Operations and Deficit
(Expressed in thousands of U S. dollars except share and

per share anounts)

Three nont hs Si x nmont hs
ended March 31, ended March 31
2004 2003 2004 2003
Revenue $1, 593 $1, 364 $3,174 $2, 247
Cost of goods sold 1, 454 1, 357 2,891 2,278
Gross margin 139 7 283 (31)
Expenses
Research and devel opnent 565 671 1, 154 1, 464
Gover nment assi stance
(note 4) (127) - (371) -
Sal es and marketing 255 427 811 1, 396
General and
adnmi nistrative 670 482 1, 380 1, 039
1, 363 1, 580 2,974 3,899
Loss before the
under not ed (1, 224) (1,573) (2,691) (3,930)
Anortization 752 666 1,521 1, 295
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Loss from operations (1,976) (2,239) (4,212) (5, 225)

I nterest income 71 56 160 185

Gain (loss) from

forei gn exchange 44 (196) (211) (240)
115 (140) (51) (55)

Loss before incone taxes (1,861) (2,379) (4, 263) (5, 280)

I ncome tax expense - - - -

Net | oss for the period (1, 861) (2,379) (4, 263) (5, 280)
Deficit, beginning

of period (34, 715) (25, 338) (32, 313) (22, 437)
Deficit, end of period $(36,576) $(27,717) $36, 576 $27, 717

Loss per common share,
basic and dil uted $(0.03) $(0.03) $(0. 06) $( 0.08)

Wei ght ed aver age
nunmber of
shar es out st andi ng,
basic and dil uted 69, 539, 109 69,539,109 69,539,109 69,539, 109

See acconpanyi ng notes to unaudited consolidated financia
statenents.

These unaudited interimfinancial statenents should be read in
conjunction with the annual audited consolidated financia
statements for the year ended Septenber 30, 2003.

ELECTROVAYA | NC.
Un- audi ted Consolidated Statenments of Cash Fl ows
(Expressed in thousands of U S. dollars)

Thr ee nont hs Si X nmont hs
ended March 31, ended March 31
2004 2003 2004 2003

Cash provided by (used in)

Operating activities
Loss for the period $(1,861) $(2, 379) $(4, 263) $(5, 280)
Anortization which does
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not involve cash 752 666 1,521 1, 295
Change in non-cash

operati ng worki ng

capital 162 (914) 285 (1, 529)

(947) (2,627) (2, 457) (5, 514)

I nvesting activities
Additions to

capital assets (62) (91) (130) (135)

Decrease in short-term

i nvest nent s 8, 358 4,140 8,771 18, 089
8, 296 4,049 8, 641 17, 954

I ncrease in cash and
cash equi val ents 7,349 1,422 6, 184 12, 440

Ef fect of currency

transl ati on adjustnents

on cash and

cash equival ents (292) 1, 606 663 1,781

Cash and cash
equi val ent s,
begi nni ng of period 5, 968 13,722 6,178 2,529

Cash and cash

equi val ent s,

end of period

(note 1 (f)) $13, 025 $16, 750 $13, 025 $16, 750

Suppl enent al di scl osure

of cash flow information
I ncone taxes paid $43 $68 $43 $68
I nterest received 98 132 186 356

See acconpanying notes to consolidated financial statenents.
These interimfinancial statenents should be read in conjunction

with the annual audited consolidated financial statenents for the
year ended Septenber 30, 2003

ELECTROVAYA | NC.

Un- audi t ed Consolidated Statenments of Operations and Deficit
(Expressed in thousands of U S. dollars except share and

per share anobunts)

Three and six nonths ended March 31, 2004

[T/

El ectrovaya Inc. (the "Conpany"), incorporated in 1996 under the
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Busi ness Corporations Act (Ontario), devel ops, manufactures and
mar ket s portabl e power technol ogy products using its patented
[ithiumion SuperPolyner(R) technol ogy.

1. Significant Accounting Policies
(a) Basis of presentation

The Conpany prepares its financial statements in accordance with
Canadi an generally accepted accounting principles. These

consol idated financial statenents include the accounts of the
Conmpany and its wholly owned subsidiaries. Al interconpany

bal ances and transacti ons have been elim nated upon
consol i dati on.

The di scl osures contained in these unaudited interimconsolidated
financial statements do not include all disclosures required
under Canadi an generally accepted accounting principles (GAAP)
for annual financial statenments. The unaudited interim
consolidated financial statenents should be read in conjunction
with the consolidated financial statements for the year ended
Sept enber 30, 2003.

The unaudited interimconsolidated financial statenments are based
upon accounting policies consistent with those used and descri bed
in the annual consolidated financial statenments, except as noted

herein. The interimfinancial statenments are not considered to be
materially affected by seasonal or cyclical factors.

Management believes these unaudited interimconsolidated
financial statenments include all adjustnents, including nornmal
recurring adjustments, necessary to present fairly the financia
position of the Conpany as at March 31, 2004 and the results of
its operations and its cash flows for the six and three nonths
ended March 31, 2004. Results for the three nonths ended March
31, 2004 are not necessarily indicative of the results to be
expected for the entire year.

(b) Change in Accounting policy

Prior to January 1, 2004 the Conpany applied the fair val ue based
met hod of accounting prescribed by ClI CA Handbook Section 3870,

St ock- based Conpensati on and O her Stock-based Paynents, only to
enpl oyee stock appreciation rights, and applied the settl enment
met hod of accounting to enpl oyee stock options. Under the

settl enent nethod, any consideration paid by enployees on the
exerci se of stock options or purchase of stock is credited to
share capital and no conpensati on expense was recogni zed.

Ef fective January 1, 2004, in accordance with one of the
transitional options pernmtted under amended Section 3870, the
Conmpany has prospectively applied the fair val ue based nethod to
all enpl oyee stock options granted on or after October 1, 2003.
Under the fair val ue based nethod, conpensation cost is measured
at fair value at the date of grant and is expensed over the
award's vesting period. There is no effect of prospectively
adopting the fair value based nethod on net incone and | oss per
share for the period.

(c) Use of estimates
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In preparing the financial statements in conformity with
general ly accepted accounting principles, nmanagenent nakes
estimates and assunptions that affect the reported amounts of bad
debt reserves and warranty accruals at the date of the financia
statenments. Sales returns and bad debts are deterni ned based on
past experience for the prior one year applied agai nst sales for
the quarter. Bad debts are determ ned based the ageing of
accounts receivabl e where such anmounts are not insured and

consi dered uncollectible. Warranty accruals are based on the
actual warranty experience rate for the past year and sal es
during the nost recent warranty period. Actual results could
differ fromthe estimtes.

(d) Segnented Information

The Conpany has no distinct operating segnents and has no
operating assets |ocated outside of Canada.

(e) Cash and cash equival ents

Cash and cash equival ents consist of investnents with maturities
of less than 90 days.

2. Il nventories

1T/

I nvent ori es consi st of:

March 31, 2004 Septenber 30, 2003

(Unaudi t ed) (Audi t ed)

Raw materi al s $1, 122 $1, 095
Work in progress 1, 846 1,703
Fi ni shed goods 244 54
$3, 212 $2, 852

3. Share capita

As at March 31, 2004, the Conpany had outstanding 69, 539, 109
common shares (69,539, 109 at Septenber 30, 2003) outstandi ng and
1,588,266 (1,599,000 as at Septenber 30, 2003), options to
acqui re common shares under the Conpany's enpl oyee incentive

pl an.

4. Government Assistance
The Conpany has been approved for funding under the Technol ogy
Part nershi ps Canada initiative of Industry Canada. The funding is

to support the Conpany's research and devel opnent efforts in fast
batteries and electric vehicles. The Conpany will receive
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contributions of up to 29.7% of the specified costs of the

devel opnent project, to a maxi num ampunt of $6.7 nillion. Under
the terms of the agreenent, an anount up to a maxi num of $31, 075
is to be repaid by royalties, comrencing in 2007 through to 2013,
wi th paynent to be deferred or reduced if certain revenue

t hreshol ds are not achi eved. The Conpany received $1, 140 during
fiscal 2003 and $244 during the first quarter and $127 in the
second quarter of fiscal 2004.

5. Related Party Transactions

The Conpany | eases its Hanna Avenue prenises in Toronto, Ontario,
froma conpany owned by its controlling shareholders for $209 per
year plus GST and business tax. The | ease was renewed from
January 1, 2003 to Decenber 31, 2003. In June, 2003, an
addi ti onal 11,800 square feet at $80 per year plus GST and

busi ness tax was secured by the Conpany until Decenber, 2003 with
one rent-free nonth. Beginning in January, 2004, the Conpany
occupi ed these prem ses on a nonthly basis. In April, 2004, the
prem ses were sold by the controlling shareholders to an

i ndependent third party.

El ectrovaya has invested $115 in a private conpany engaged in the
busi ness of producing and evaluating lithiumiron phosphate
battery technology in return for 6% of its Class A and 21%of its
Class B shares. Additionally, the Conpany provided research and
devel opnent services and received 30% of the outstanding
non-voting, participating Class B shares in consideration of
their services. The Class B shares are convertible into Class A
voting, participating shares in the event the conpany becones
regi stered on a stock exchange. During the quarter, Electrovaya
provided a $38 loan to the conpany to assist with the operation
of a pilot plant. The original investnment, additional shares and
| oan have been valued at Nil as at the end of March 31, 2004.

6. Stock Conpensation

The Conpany has not granted stock options during the current year
and no additional stock option expense has been recognized in the
current quarter.

-30-

FOR FURTHER | NFORMATI ON PLEASE CONTACT:
El ectrovaya I nc.

P. Hart

Chi ef Financial Oficer

(905) 855-4636

Emai | : plhart@electrovaya.com
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