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Attention Business/Financial Editors:
Azure Dynamcs reports third quarter results for period ending March 31
2002

(Fi nanci al nunbers are provided in Canadi an dol |l ars unl ess ot herw se
st at ed)

VANCOUVER, May 22 /CNW - Azure Dynami cs Corporation (TSX Venture - AZD)
a | eadi ng devel oper of hybrid electric smart energy nmanagenent systens for
commerci al vehicl es has announced its third quarter results.

The Conpany is engaged in the devel opnent of its core technol ogi es and as
such, it mainly expends noni es on research and devel opnent activities, and on
t he managenent and infrastructure required to develop and comercialize its
products. For the quarter ended March 31, 2002, the Conpany incurred a net
| oss of $1,505,418 or $0.04 per share. This conpares to a net |loss for the
sanme quarter of the preceding fiscal year of $583,931 or $0.03 per share. The
increase in the deficit in the quarter ended March 31, 2002, conpared to the
quarter ended March 31, 2001, is attributable to the higher |evel of research
and devel opnent, marketing and nanagenent activities, as well as the costs
associ ated with the expansi on and strengtheni ng of the technical and
nmanageri al teans.

D. Canpbel | Deacon, Chairman and CEQ, stated, "Azure continues to neet
the milestones it has established to ensure successful conmercialization of
its technology. In the period under review, the Conpany conpleted a further
round of financing raising $5.2 million, successfully concluded a six nonth
period of in-service trials of its prototype hybrid electric vehicle with the
Canada Post fleet, and conmi ssioned i ndependent econony and em ssions tests on
our prototype that validated the benefits of our technol ogy."

On March 22nd, the conpany announced that independent trials, conducted
by I ndependent Vehicle Testing Ltd. of Delta, British Col unbia, on Azure's
prototype hybrid-electric delivery van denonstrated an average fuel econony
i mprovenent of 129% when neasured agai nst the fuel econony of conventionally
power ed delivery vehicles. Emssion tests of Azure's hybrid vehicle
denonstrated 83% 91% and 53% reducti ons of hydrocarbons, carbon nonoxi de,
and nitrous oxides respectively versus a conventionally powered delivery van.

M. Deacon further explained that on April 2nd, the conpany announced it
had entered into a Research and Devel opnent agreenent with the Governnent of
Canada, through Technol ogy Partnershi ps Canada, whereby the governnent will
contribute towards specified research and devel opnent expenditures up to a
maxi mum r ei nbursenent of $9 mllion. Technol ogy Partnerships Canada, a key
elenent in the federal governnment's innovation strategy, |everages private
sector investnents in research, devel opment and innovation in critical
| eadi ng- edge technol ogi es. The investnent will hel p the conpany undertake
further pre-conmercialization research, devel opnment and testing of Azure's
snmart energy managenent systens and powertrains for hybrid electric vehicles.

Azure Dynamics Corporation is an innovative conpany that has devel oped
proprietary hybrid electric vehicle technology for retrofit and new vehicle
powertrains in the light and medi um duty comercial vehicle categories.

Azure's intellectual property conbined with interchangeable, off-the-shelf
conponents provides an affordable and effective solution for fleet nmanagers in
applications such as the postal and courier delivery fleets.

Azure's series hybrid vehicle technology is also a gateway to fuel cells
becom ng practical, both economically and operationally. A series hybrid
system (battery plus fuel cell) enables a reduction in the size of the
requi red fuel cell stack and al so reduces power el ectronics conplexity thereby
lowering the cost of the total fuel cell systemand al so sinplifying many
application issues.

Detailed financial statenments are available at the conpany's website --



wwwv. azur edynam cs. com fi nanci al . ht m

responsi bi

/ Note: The foregoing information may contain forward-I|ooking statenents
whi ch invol ve known and unknown risks, uncertainties and other factors
whi ch may cause the actual results to be materially different from any
future results, perfornmance or achi evenents expressed or inplied by such
statenents. Such factors include, but are not Iimted to: the ability to
rai se the capital required for product devel opnent and operations,
product devel opnent del ays, changi ng environnmental regulations, the
ability to attract and retain business partners, conpetition from other
devel opers of hybrid electric vehicle control systens, conpetition from
ot her advanced or existing power technol ogies, evolving markets for power
for transportation vehicles. These factors should be considered carefully
and readers shoul d not place undue reliance on Azure's forward-I ooking
statenments. lInvestors are encouraged to review the risks detailed from
time to time in the conpany's filings with regulatory authorities./

The TSX Venture Exchange has not revi ewed and does not accept
ity for the adequacy or accuracy of this rel ease.
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Azure Dynam cs Corporation
(A Devel opnent Stage Enterprise)

Consol i dat ed Bal ance Sheets

March 31 June 30 March 31

2002 2001 2001

As at (Unaudi t ed) (Audi t ed) (Unaudi t ed)
ASSETS
Current

Cash and cash equivalents $ 3,520,811 $ 2,859,452 $ 634, 868
Investnment tax credits

recei vabl e - 147, 341 147, 500
Account s receivabl e 578, 299 242,618 368, 713
Prepai d expenses 73,833 73, 000 204, 857

4,172,943 3,322,411 1, 355, 938
Enpl oyee | oans 266, 357 273,501 -
Rel ated party receivable - 14, 156 -
Capital assets 576, 472 291, 516 185, 239
O her assets 97,944 48, 995 56, 252

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY

Current
Account s payabl e and
accrued liabilities $ 522,668 $ 537,050 $ 231, 874

Current portion of



obl i gati ons under
capital |eases

ol i gati ons under
capital |eases

Shar ehol ders' equity
Share capital
Speci al warrants
Deficit

11, 060, 825

(6, 489, 032)

$ 5,113,716

2, 496, 918
3, 500, 000
(2, 583, 389)

$ 3,950,579

3, 010, 904

(1, 645, 349)

Approved on behal f of the Board:

"D. Canpbell Deacon"

D rector

Di rector

Azure Dynam cs Corporation
(A Devel opnent Stage Enterprise)

Unaudi ted Consol i dated Statenents of Qperations and Deficit

Three Mont hs Ended

March 31

N ne Mont hs Ended

March 31

Revenue
Cont r act
sal es $
O her

Cost of contract
sal es

Expenses
Resear ch and
devel opnent



net 722,936
Sell'ing and

mar ket i ng 163, 935
Ceneral and

adm ni strative 461, 653

Rent 153, 108
Anortization 20, 179
1,521, 811

Net | oss for

272,224
55, 648
244,148

21,782
15, 909

(583, 931)

(1,061, 418)

1, 963, 987
429, 743
1, 208, 373

278, 033
87, 384

(3, 905, 643)

(2, 583, 389)

599, 452
110, 203
423,787

59, 863
30, 929

(1, 134, 034)

(511, 315)

t he period (1, 505, 418)
Deficit, beginning

of period (4,983, 614)
Deficit, end

of period $ (6, 489, 032)
Loss per

share (x) $ (0.04)
Wi ght ed

aver age nunber

of shares 34, 328, 753

$

(0.03)

23, 079, 140

$ (0.14)

27, 835, 839

$ (0. 06)

19, 082, 801

(x) No fully diluted earnings per share have been di scl osed, as these

woul d be anti dilutive.

Azure Dynam cs Corporation

(A Devel opnent Stage Enterprise)

Unaudi t ed Consol i dated Statenents of Cash Fl ows

Three Mont hs Ended

Ni ne Mont hs Ended

March 31

Cash fl ows
from operating
activities

Qper ati ons

Net | oss for

the period $ (1,505,418)
Adj ust nment

for:

Anmortization 20, 179

Changes in
non- cash

March 31
2001
$ (583, 931)
15, 909

$ (3,905, 643)

87,384

$ (1,134, 034)

30, 929



wor ki ng capi tal
Itens (596, 519) (238, 979) (226, 262) (231, 693)

Cash flows from
financi ng
activities
| ssuance of
conmon shares
(net of
cost s) 5, 058, 907 35, 875 5, 063, 907 2,334, 106
Advance
(repaynent)
to rel ated

party - (2, 105) 14, 156 3,790
Enpl oyee
| oans 7,144 - 7,144 -

Paynment on
obl i gati ons
under capita

| eases (2,861) - (8,061) -
| ssue
(repaynent)
of long
term debt - - - (50, 000)
5, 063, 190 33,770 5,077, 146 2,287, 896
Cash fl ows

frominvesting
activities
Acqui sition
of capita
assets (70, 479) (37, 310) (324, 082) (159, 175)
Acqui sition
of intellectual

properties (42, 567) (5,161) (47, 184) (6,747)
Not e
recei vabl e - - - (250, 000)
(113, 046) (42,471) (371, 266) (415, 922)
I ncrease

(decr ease)

in cash and

cash

equi val ents 2, 868, 386 (815, 702) 661, 359 537,176

Cash and cash

equi val ent s,

begi nni ng

of period 652, 425 1, 450, 570 2, 859, 452 97, 692

Cash and cash
equi val ent s,
end of period $ 3,520,811 $ 634,868 $ 3,520,811 $ 634, 868
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/[ For further information: CONTACT: Greg Francis, Vice-President, Finance
& Chief Financial Oficer, Phone: (604) 224-2421 Ext. 667, Email:
gf ranci s(at) azuredynam cs.com Steven d aser, Vice-President -- Corporate
Affairs, (416) 367-0220 ext 105, Emmil: mailto:sglaser(at)azuredynamn cs.com
O visit the conpany's website at http://ww. azuredynani cs. conl BC Research
Conpl ex 3650 Wesbrook Mall Vancouver, BC, Canada V6S 2L2, Tel: (604) 224-2421,
Fax: (604) 222-5538; Toronto Corporate Ofice -- 350 Bay Street Suite 400,
Toronto, Ontario MoH 2S6, Tel: (416) 367-0220 ext. 105, Fax: (416) 367-9591,
Emai | : info(at)azuredynam cs. conl
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