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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. THESE
SECURITIES MAY NOT BE SOLD UNTIL THE REGISTRATION STATEMENT FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER
TO SELL THESE SECURITIES AND IT IS NOT SOLICITING AN OFFER TO BUY THESE SECURITIES
IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED APRIL [__], 2005

PROSPECTUS
[LOGO]

1,800,000 Shares of Common Stock

FuelCell Energy, Inc. is filing this prospectus in connection with:

* our issuance of up to 300,000 shares of our common stock to certain of our employees as partial payment of annual
bonuses earned with respect to our fiscal year ended October 31, 2004 and future periods; and

* our offer and sale of up to 1,500,000 shares of our common stock, the proceeds of which will be used to pay
dividends to holders of our 5% Series B Cumulative Convertible Perpetual Preferred Stock (“Series B preferred stock™)
for each of the eight quarterly periods ending on May 15, August 15 and November 15, 2005, February 15, May 15,
August 15 and November 15, 2006, and February 15, 2007. A holder of our Series B preferred stock may alternatively
elect to receive as payment of dividends shares of our common stock in lieu of the proceeds received from the sale of
shares of our common stock. In the event a holder of our Series B preferred stock exercises this election, those shares
issued as payment of dividends may be offered and sold from time to time by the holder of these shares under this
prospectus.

We will commence offering promptly, and sell from time to time, up to 1,500,000 shares of our common stock. The
offering price for these shares will range between $9.50 and $11.50 per share. For additional information on the
method and manner of sale, refer to the section entitled “Plan of Distribution” on page 86. We will use the net proceeds
received from the sale of these shares to make dividend payments to holders of our Series B preferred stock. The net
proceeds from the sale of these shares are intended to cover dividends payable for eight quarterly periods.

In the event a holder of our Series B preferred stock alternatively elects to receive as payment of dividends shares of

our common stock in lieu of the proceeds received from the sale of shares of our common stock, we will issue these
holders, referred to in this prospectus as the “selling shareholders”, the shares pursuant to an exemption from registration
provided by Section 4(2) of the Securities Act of 1933. These shares may be offered and sold, from time to time, by

the selling shareholders and any pledgees, donees, transferees or other successors-in-interest of the selling

shareholders, through public or private transactions at fixed prices, at prevailing market prices at the time of sale, at
varying prices determined at the time of sale or at negotiated prices. We will not receive any of the proceeds from the
sale of the shares by the selling shareholders. Information regarding the identities of the selling shareholders, the

manner in which they acquired or will acquire their shares and the manner in which the shares are being offered and

sold is provided in the “Selling Shareholders” and “Plan of Distribution” sections of this prospectus. As of the date of this
prospectus, no holder of our Series B preferred stock has elected to receive shares in lieu of cash as dividend payments
on our Series B preferred stock.
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Our common stock is quoted on the Nasdaq National Market under the symbol “FCEL”. The last reported sale price of
our common stock on the Nasdaq National Market on March 31, 2005 was $9.98 per share.

Our principal executive offices are located at 3 Great Pasture Road, Danbury, Connecticut 06813, and our telephone
number is (203) 825-6000.

Investing in our common stock involves risks. See “Risk Factors” beginning on page 7.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a

criminal offense.

The date of this prospectus is April [__], 2005.
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You should rely only on the information contained in this prospectus. We have not authorized anyone to provide you
with different information. We are not making an offer of these securities in any state where the offer is not permitted.
You should not assume that the information contained in this prospectus is accurate as of any date other than the date
on the front of this prospectus.
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Words such as “expects,” “anticipates,” “approximates,” “believes,”
“estimates,” “intends” and “hopes” and variations of such words and similar expressions are intended to identify such
forward-looking statements. We intend such forward-looking statements, all of which are qualified by this statement,
to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995 and are including this statement for purposes of complying with these safe harbor
provisions. We have based these statements on our current expectations and projections about future events. These
forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties that
could cause actual results to differ materially from those projected in these statements. These risks and uncertainties
include those set forth under “Risk Factors.” The forward-looking statements contained in this prospectus include,
among others, statements about:

29 ¢

- the development and commercialization schedule for our fuel cell technology and products;
- future funding under government research and development contracts;
- the expected cost competitiveness of our fuel cell technology and products;
- our intellectual property;
- the timing and availability of our products;
- the electric power supply industry and the distributed generation market;
- our business strategy; and
- general economic conditions in the electric power supply industry and our target markets.

Except for our ongoing obligations to disclose material information under the federal securities laws, we are not
obligated to publicly update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed in
this prospectus might not occur.

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or SEC.
Under this registration statement, securities may be sold by us and/or the selling shareholders, from time to time, as
described in this prospectus. This prospectus provides you with a general description of the securities that may be
offered under this prospectus. Each time securities are sold, we or the selling shareholders, as the case may be, are
required to provide you with this prospectus and, in certain cases, a prospectus supplement containing specific
information about the terms of the securities being offered. That prospectus supplement may also add, update or
change information in this prospectus. If there is any inconsistency between the information in this prospectus and any
prospectus supplement, you should rely on the information in that prospectus supplement. You should read both this
prospectus and any prospectus supplement together with additional information described in the section entitled
“Where You Can Find More Information.”

ii
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BACKGROUND
Unless the context otherwise requires, references in this prospectus to “FuelCell,” “we,” “us” and “our” refer to FuelCell
Energy, Inc. Direct FuelCell® and DFC® are registered trademarks of FuelCell Energy, Inc.

Information contained in this prospectus concerning the electric power supply industry and the distributed generation
market, our general expectations concerning this industry and this market, and our position within this industry are
based on market research, industry publications, other publicly available information and on assumptions made by us
based on this information and our knowledge of this industry and this market, which we believe to be reasonable.
Although we believe that the market research, industry publications and other publicly available information are
reliable, including the sources that we cite in this prospectus, they have not been independently verified by us and,
accordingly, we cannot assure you that such information is accurate in all material respects. Our estimates, particularly
as they relate to our general expectations concerning the electric power supply industry and the distributed generation
market, involve risks and uncertainties and are subject to change based on various factors, including those discussed
under the heading entitled “Risk Factors”.

We define distributed generation as small (typically 50 MW or less) electric generation plants (combustion-based such
as engines and turbines as well as non-combustion-based such as fuel cells) located at or near the end use customer.
This is contrasted with central generation that we define as large power plants (typically hundreds to 1,000 megawatts
or larger) that deliver electricity to end users through a comprehensive transmission and distribution system.

As used in this prospectus, all degrees refer to Fahrenheit (°F), and kilowatt and megawatt numbers designate nominal
or rated capacity of the referenced power plant. As used in this prospectus, “efficiency” or “electrical efficiency” means
the ratio of the electrical energy (AC) generated in the conversion of a fuel to the total energy contained in the fuel
(lower heating value, the standard for power plant generation, which assumes the water in the product is in vapor

form; as opposed to higher heating value, which assumes the water in the product is in the liquid form); “overall energy
efficiency” refers to efficiency based on the electrical output plus useful heat output of the power plant; “kilowatt” (kW)
means 1,000 watts; “megawatt” (MW) means 1,000,000 watts; “gigawatt” (GW) means 1,000,000,000 watts; “terawatt”
(TW) means 1,000,000,000,000 watts; “kilowatt hour” (kWh) is equal to 1 kW of power supplied to or taken from an
electric circuit steadily for one hour; “megawatt hour” (MWh) is equal to 1 MW of power supplied to or taken from an
electric circuit steadily for one hour; “gigawatt hour” (GWh) is equal to 1 GW of power supplied to or taken from an
electric circuit steadily for one hour; “terawatt hour” (TWh) is equal to 1 TW of power supplied to or taken from an
electric circuit steadily for one hour; and “MMBtu” is equal to one million British Thermal Unit (the amount of heat
necessary to raise one pound of pure water from 59°F to 60 °F at a specified constant pressure).

All dollar amounts are in U.S. dollars unless otherwise noted.
Additional technical terms and definitions:

Availability -An industry standard (IEEE (The Institute of Electrical and Electronics Engineers) 762, "Definitions for
Use in Reporting Electric Generating Unit Reliability, Availability and Productivity") used to compute total operating
period hours less the amount of time a power plant is not producing electricity due to planned or unplanned
maintenance. "Availability" percentage is calculated as total operating hours since commercial acceptance date
(mutually agreed upon time period when our DFC power plants have operated at a specific output level for a specified
period of time) less hours not producing electricity due to planned and unplanned maintenance divided by total period
hours. Grid disturbances, force majeur events and site specific issues such as a lack of available fuel supply or
customer infrastructure repair do not penalize the calculation of availability according to this standard.

il
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Co-generation Configuration - A power plant configuration featuring simultaneous on-site generation of electricity
and recovery of waste heat to produce process steam or hot water, or to use heat for space heating.

Ceramic Electrolyte - An active fuel cell component placed between the anode and cathode electrodes in a ceramic
(SOFC) fuel cell, in which current is carried by the movement of oxide ions.

Cathode - An active fuel cell component functioning as a positive (electrically) electrode, where reduction of oxidant
occurs. Also referred to as “Oxidant Electrode”.

Anode - An active fuel cell component functioning as a negative electrode, where oxidation of fuel occurs. Also
referred to as “fuel electrode”.

Metallic Bipolar Plates - The conductive plates used in a fuel cell stack to provide electrical continuity from active
components of one cell to those in an adjacent cell. The plates also provide isolation of fuel and air fed to the fuel cell.

Anaerobic Digester Gas - Fuel gas (rich in methane) produced in biomass digesters employing bacterial and
controlled oxygen environment, in a municipal or an industrial wastewater treatment facility.

Humid Flue Gas - Exhaust gas from fuel cell and other power plants or a furnace. The gas typically contains humidity
(moisture).

Reforming - Catalytic conversion of hydrocarbon fuel (such as pipeline natural gas) to hydrogen-rich gas, using
steam. The hydrogen-rich gas serves as a fuel for the electrochemical reaction.

Synthesis Gas - A gas mixture of hydrogen and carbon monoxide generally derived from gasification of coal or other
biomass. It can serve as a fuel for the fuel cell after any required fuel clean up.

Microturbine - A gas turbine limited in power output to less than 200 kW. Microturbines are characterized by
low-pressure ratios (less than 5) and high-speed alternators. Waste heat from fuel cell may be fed to a microturbine to
generate additional electricity. This system is referred to as “Hybrid” power plant.

v

11



Edgar Filing: FUELCELL ENERGY INC - Form S-1/A

SUMMARY

This summary highlights information contained elsewhere in this prospectus and does not contain all of the
information you should consider in making your investment decision. You should read this summary together with the
more detailed information, including our financial statements and the related notes, included elsewhere in this
prospectus. You should carefully consider, among other things, the matters discussed in the section entitled “Risk
Factors.”

FuelCell Energy, Inc.

We are a leader in the development and manufacture of fuel cell power plants for clean, efficient and reliable electric
power generation. We have been developing fuel cell technology since our founding in 1969. We are currently
commercializing our core carbonate fuel cell products and continuing to develop our next generation of fuel cell
products.

Our executive offices are located at 3 Great Pasture Road, Danbury, Connecticut 06813. Our telephone number is
(203) 825-6000. We maintain a web site at the following Internet address: www.fuelcellenergy.com. The information
on our web site is not part of this prospectus.

Direct FuelCell (DFC) Power Plants

Our proprietary DFC power plants electrochemically produce electricity from readily available hydrocarbon fuels
such as natural gas and wastewater treatment gas. Our current commercial products, the DFC 300A, DFC 1500 and
DFC 3000, are rated in capacity at 250 kW, 1 MW and 2 MW, respectively, and are scalable for distributed
applications up to 50 MW. Our DFC products are designed to meet the base load power requirements of a wide range
of commercial and industrial customers, including wastewater treatment plants, data centers, manufacturing and
industrial facilities, office buildings, hospitals, universities and hotels, as well as for use in grid support applications
for utility customers. In addition, our DFC products produce high quality by-product heat energy that can be harnessed
for combined heat and power (CHP) applications. Through February 2005, more than 62 million kWh of electricity
have been generated from power plants incorporating our DFC technology at customer sites throughout the world.

Our primary focus is carbonate fuel cell technology, which we have advanced from the laboratory into standard DFC
products. We believe we have established a leading position for our DFC products in the commercial distributed
generation marketplace due to a number of factors, including:

- We are selling ‘ultra-clean’ high-temperature fuel cell power plants for stationary base load power, which provide
high fuel efficiency and high-value waste heat for cogeneration applications.

- We have strong global distribution partners, including original equipment manufactures (OEMs) and energy service
companies (ESCOs), with expertise in selling and marketing energy products and services to commercial and
industrial customers worldwide.

- We obtained commercial product certifications for safety, interconnection, installation and performance.

- We are operating a fleet of DFC power plants at customer sites throughout the world, with a backlog that we expect
will double the fleet in service in the next 12-18 months.

- We have established production facilities, with equipment in place to produce 50 MW of DFC products annually.

- We achieved our 2004 value-engineering cost reduction target of 25 percent and are confident we can continue to
reduce costs.

- We have expanded our sales and service capabilities to support our DFC products.

- We have a strong balance sheet, with over $230 million in cash, cash equivalents and investments (U.S. Treasury

Securities) as of January 31, 2005 to support our growth.

12
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Strategically, we are focused on developing sustainable markets targeting customer applications with the greatest
opportunity for multiple and repeat orders. Our success will depend in part on reducing product cost and increasing
operating experience for our core DFC products. By reducing component costs and improving fuel cell stack output,
we believe we can lower the overall cost of electricity generated by our products enabling the price of our DFC power
plants to be competitive with existing technologies. As more units are delivered, operating hours will increase, which
should allow us to refine our products, our manufacturing processes and our marketing efforts. As a result of
successes to date and initiatives under way, we believe we can achieve operating break-even at annual production
volumes of approximately 100 MW. Our production volume was approximately 6 MW for the fiscal year ended
October 31, 2004.

Solid Oxide Fuel Cells

In April 2003, we were selected by the Department of Energy (DOE) to lead a project team for its 10-year, $139
million Solid State Energy Conversion Alliance (SECA) program. The goal of the SECA program is to accelerate the
commercialization of low-cost solid oxide fuel cells (SOFC) for residential, commercial and light industrial
applications ranging in product size from 3 kW to 10 kW each for applications up to 100 kW. To strengthen our
commercialization capabilities for this contract, we have recently made strategic investments in SOFC technology
including our August 2003 investment of $2.0 million in Versa Power Systems, Inc., (Versa), our November 2003
acquisition of the SOFC operations of Global Thermoelectric Inc. (Global), and our November 2004 transfer of
substantially all of our SOFC assets (including those acquired in our acquisition of Global) and operations to Versa in
exchange for an additional equity interest in Versa. Versa was formed to produce a range of products for the
distributed generation market incorporating its patented reduced temperature SOFC system. If successfully
commercialized, these products would be complementary to our larger scale DFC product line.

Recent Developments

On November 3, 2003 we completed our acquisition of Global Thermoelectric Inc. (Global) located in Calgary,
Canada. At the time of acquisition, Global had been developing solid oxide fuel cell (SOFC) power plants since 1997
with the goal of commercializing its technology for residential, commercial and light industrial applications ranging in
size from 3 to 10 kW. Through its thermoelectric generator (TEG) product line, Global also sold thermoelectric
generators for use as a source of electrical power in remote areas.

In connection with the acquisition, we issued, in the aggregate, approximately 8.2 million of our common shares and
exchangeable shares (exchangeable shares) issued by FuelCell Energy, Ltd., our wholly-owned Canadian subsidiary
(formerly FCE Canada Inc.). We also assumed Global’s Series 2 preferred shares. Total consideration for the
acquisition was approximately $94.8 million.

On May 28, 2004, we sold Global’s TEG business for approximately $16 million. The sale of the TEG business was
effected through a sale of all of the outstanding common shares of Global. Prior to the sale, Global transferred
substantially all of its assets and liabilities not relating to its TEG business (including substantially all of Global’s
assets and liabilities relating to its SOFC business and substantially all of its cash) to FuelCell Energy, Ltd. In
addition, prior to the sale, the Global Series 2 preferred shares were cancelled and replaced with substantially
equivalent Class A cumulative redeemable exchangeable preferred shares (which we refer to as the Series 1 preferred
shares) issued by FuelCell Energy, Ltd.

2
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On October 29, 2004, we redeemed all of the approximately two million issued and outstanding exchangeable shares
issued by FuelCell Energy, Ltd. The exchangeable shares were redeemed in exchange for shares of our common stock
on a one-for-one basis. The redemption had no impact on the total number of shares of our common stock deemed
outstanding.

On November 1, 2004, we transferred substantially all of FuelCell Energy, Ltd.’s SOFC assets and operations to Versa
Power Systems, Ltd., a Canadian corporation and wholly-owned subsidiary of Versa Power Systems, Inc. (Versa). In
exchange, we received additional shares of Versa common stock, increasing our ownership position in Versa to 42
percent. We also received a second seat on Versa’s board, which was increased from six to seven members.

Following the transaction, we pledged the Versa shares we received in the transaction to Enbridge, Inc., the holder of
all of the Series 1 preferred shares issued by FuelCell Energy, Ltd. The pledge secures our guaranty of the obligations
of FuelCell Energy, Ltd. under the Series 1 preferred shares to Enbridge.

On November 11, 2004 we entered into a purchase agreement with Citigroup Global Markets Inc., RBC Capital
Markets Corporation, Adams Harkness, Inc., and Lazard Freres & Co., LLC (collectively referred to as the “Initial
Purchasers”) for the private placement under Rule 144A of up to 135,000 shares of our 5% Series B Cumulative
Convertible Perpetual Preferred Stock (Liquidation Preference $1,000). On November 17, 2004, we closed on the sale
of 100,000 shares of Series B preferred stock to the Initial Purchasers. Under the terms of the purchase agreement, the
Initial Purchasers were granted an over-allotment option to purchase up to an additional 35,000 shares of Series B
preferred stock through January 25, 2005. On January 14, 2005, we sold an additional 5,875 shares of our Series B
preferred stock to the Initial Purchasers as part of the over-allotment option. Net proceeds to us were approximately
$99 million.

3
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The Offering
Common stock offered 1,800,000 shares.

Common stock to be outstanding after this49,993,986 shares.(l

offering

Use of proceeds Up to 300,000 shares of our common stock
will be issued to certain of our employees as
partial payment for annual bonuses earned with
respect to our performance targets for our
fiscal year ended October 31, 2004 and future
periods. The proceeds from the sale of up to
1,500,000 shares of our common stock that
may be sold by us pursuant to this prospectus,
net of any brokers’ fees or commissions, shall
be used by us to make dividend payments to
holders of our Series B preferred stock for
eight quarterly periods. In the alternative, a
holder of our Series B preferred stock may
elect to receive as payment of dividends shares
of our common stock in lieu of the proceeds
received from the sale of shares of our
common stock. In the event a holder of our
Series B preferred stock elects to receive
shares in lieu of cash, we will not receive any
portion of the proceeds from the resale of these
shares by the selling shareholders. See sections
entitled “Use of Proceeds” and “Plan of
Distribution.”

Risk factors See section entitled “Risk Factors” and other
information in this prospectus for a discussion
of factors you should carefully consider before
deciding to invest in shares of our common
stock.

Dividend policy We have never paid a cash dividend on our
common stock and do not anticipate paying
any cash dividends on common stock in the
foreseeable future.

Nasdaq National Market symbol FCEL.

(1) The above outstanding share information is based upon shares of our common stock outstanding as of March 31,
2005. The above outstanding share information excludes approximately 9,010,640 shares of our common stock
issuable upon conversion of 105,875 shares of our Series B preferred stock (see “Description of Capital Stock - Series
B Preferred Stock™), 225,286 shares of our common stock issuable upon conversion of the Series 1 preferred shares
issued by FuelCell Energy, Ltd., our wholly-owned Canadian subsidiary (formerly known as FCE Canada, Inc.) (see
“Description of Capital Stock - Series 1 Preferred Shares and Exchangeable Shares”); 1,500,000 shares of our common
stock issuable upon exercise of warrants outstanding at March 31, 2005 at a weighted average exercise price of $16.75

16
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per share; 5,493,659 shares of our common stock issuable upon exercise of options outstanding at March 31, 2005 at a
weighted average exercise price of $10.52 per share under our stock option plans; 1,021,318 shares of our common
stock available for future issuance under our stock option plans; and 416,145 shares of our common stock available
for future issuance under our employee stock purchase plan.

4
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Summary Financial Information

The selected consolidated financial data presented below for each of the years in the five-year period ended October
31, 2004 and for the three month period ended January 31, 2005 have been derived from our audited and unaudited
consolidated financial statements, respectively, together with the notes thereto included elsewhere in this prospectus.
The data set forth below is qualified by reference to, and should be read in conjunction with, such financial statements
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in
this prospectus.

(Amounts presented in thousands, except for per share amounts)

Consolidated Statement of Operations Data:

Three Months Ended
Year Ended October 31, January 31,
2004 2003 2002 2001 2000 2005 2004

Revenues:
Research and development
contracts $ 18,750 $ 17,709 $ 33,575 $ 20,882 $ 17986 $ 2522 $ 5,366
Product sales and revenue 12,636 16,081 7,656 5,297 2,729 5,032 2,028
Total revenues 31,386 33,790 41,231 26,179 20,715 7,554 7,394
Costs and expenses:
Cost of research and
development contracts 27,290 35,827 45,664 19,033 12,508 2,814 7,471
Cost of product sales and
revenues 39,961 50,391 32,129 16,214 4,968 13,713 7,623
Administrative and selling
expenses 14,901 12,631 10,451 9,100 8,055 3,130 3,701
Research and development
expenses 26,677 8,509 6,306 3,108 1,917 5,233 5,865
Purchased in-process
research and development 12,200 - -- -- - - 12,200
Total costs and expenses 121,029 107,358 95,050 47,455 27,448 24,890 36,860
Loss from operations (89,643) (73,568) (53,819) (21,276) (6,733) (17,336) (29,466)
License fee income, net 19 270 270 270 266 71 67
Interest expense (137) (128) (160) (116) (141) 42) 37
Loss from equity
investments - - - -- -- (340) --
Interest and other income,
net 2,472 6,012 4,876 5,684 2,138 875 918
Minority interest -- -- -- -- 11 -- --
Provision for income taxes -- - 7 -- -- - --
Net loss from continuing
operations (87,289) (67,414) (48,840) (15,438) 4,459) (16,772) (28,518)
Discontinued operations, net
of tax 846 -- -- -- -- (1,252) 656
Net loss $ (86,443) $ (67,414) $ (48,840) $ (15,438) $ (4,459)$ (18,024) $ (27,862)
Preferred stock dividends - -- - -- -- (1,342) (240)
Net loss to common
shareholders $ - $ - $ - $ - $ - $ (19,366) $ (28,102)
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Basic and diluted loss per
share

Continuing operations
Discontinued operations
Net loss to common
shareholders

Basic and diluted weighted
average shares outstanding
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$ (1.82) $ (L7)$ (1258 (045 $ (0.16)$
$ 0.01 $ - $ - $ - 8 - $

$ (1.81) $ (L7)$ (125 % (045 $ (0.16)$

47,875 39,342 39,135 34,359 28,298

0.37) $
0.03) $

(0.40) $

48,153

(0.60)
0.01

(0.59)

47,369
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Consolidated Balance Sheet Data:

As of
As of October 31, January 31,
2004 2005 2002 2001 2000 2005
Cash, cash equivalents
and short term
investments (U.S.
treasury securities) $ 152,395 $ 134,750 $ 205,996 $ 2747760 $ 74,7754 $ 220,438
Working capital 156,796 143,998 218,423 276,173 71,576 226,803
Total current assets 178,866 160,792 234,739 289,225 79,405 245,451
Long-term investments
(U.S. treasury securities) - 18,690 14,542 15,773 - 10,999
Total assets 236,510 223,363 289,803 334,020 91,028 312,700
Total current liabilities 22,070 16,794 16,316 13,052 7,588 18,648
Total non-current
liabilities 1,476 1,484 1,785 1,252 -- 1,217
Total shareholders’ equity 212,964 205,085 271,702 319,716 83,251 292,835

Book value per share(1) $ 442 $ 520 $ 693 $ 820 $ 2.65 % 6.08

(1) Calculated as total shareholder’s equity divided by common shares issued and outstanding as of the balance sheet
date.

6
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RISK FACTORS

Investing in our securities involves risks. Before investing in our securities, you should carefully consider the
following risk factors as well as the other information included and incorporated by reference in this prospectus. If
any of the following risks actually occur, our business, financial condition, or results of operations and could be
materially and adversely affected. In such cases, the trading price of our securities could decline, and you may lose
all or part of your investment.

We have recently incurred losses and anticipate continued losses and negative cash flow.

We have been transitioning from a U.S. government contract research and development company to a commercial
products developer and manufacturer. As such, we have not achieved profitability since our fiscal year ended October
31, 1997 and expect to continue to incur net losses and generate negative cash flow until we can produce sufficient
revenues to COVer our costs.

We incurred net losses of $86.4 million and $18.0 million for the fiscal year ended October 31, 2004 and the three
months ended January 31, 2005, respectively. We anticipate that we will continue to incur losses and generate
negative cash flow until we can cost-effectively produce and sell our Direct FuelCell products, which we do not
expect to occur for several years. We may never become profitable. Even if we do achieve profitability, we may be
unable to sustain or increase our profitability in the future. For the reasons discussed in more detail below, there are
substantial uncertainties associated with our achieving and sustaining profitability.

Our cost reduction strategy may not succeed or may be significantly delayed, which may result in our inability to
offer our products at competitive prices and may adversely affect our sales.

Our cost reduction strategy is based on the assumption that a significant increase in production will result in
economies of scale. In addition, certain aspects of our cost reduction strategy rely on advancements in our
manufacturing process, engineering design and technology (including projected power output) that, to a large degree,
are currently not ascertainable. Our failure to achieve a lower Direct FuelCell product cost structure through
economies of scale, improvements in the manufacturing process and engineering design and technology maturation
would have a material adverse effect on our commercialization plans and, therefore, our business, prospects, results of
operations and financial condition.

The production costs of our initial commercial products are higher than their sales prices. We recognize that
successfully implementing our strategy and obtaining a significant share of the distributed generation market requires
that we offer our Direct FuelCell products at competitive prices, which can only be accomplished when production
costs are cut substantially from current levels. If we are unable to produce Direct FuelCell products at competitive
prices relative to alternative technologies and products, our target market customers will be unlikely to buy our fuel
cell products.

Our products will compete with products using other energy sources, and if the prices of the alternative sources are
lower than energy sources used by our products, sales of our products will be adversely affected.

Our Direct FuelCell has been operated using a variety of hydrocarbon fuels, including natural gas, methanol, diesel,
biogas, coal gas, coal mine methane and propane. If these fuels are not readily available or if their prices increase such
that electricity produced by our products costs more than electricity provided by other generation sources, our
products would be less economically attractive to potential customers. In addition, we have no control over the prices
of several types of competitive energy sources such as oil, gas or coal. Significant decreases in the price of these fuels
could also have a material adverse effect on our business because other generation sources could be more
economically attractive to consumers than our products.

21



Edgar Filing: FUELCELL ENERGY INC - Form S-1/A

22



Edgar Filing: FUELCELL ENERGY INC - Form S-1/A

Commercialization of our products depends on conducting successful field trials, and any delay, performance
failure or perceived problem with our field trials could have a material adverse effect on our business, prospects,
results of operations and financial condition.

One key aspect of our strategy is to leverage the success of our demonstration, field trial and field follow projects into
long-term distributor-type relationships that will result in these distributors marketing our Direct FuelCell products
directly to energy customers. For example, we are operating fourteen Direct FuelCell units in the United States and
five Direct FuelCell units in Japan and MTU CFC Solutions GmbH is currently field-testing eight 250 kW power
plants in Germany and Spain that incorporate the Direct FuelCell as their fuel cell components. We believe that our
Direct FuelCell commercialization program depends upon our conducting additional commercial field trials and
demonstration projects of our power plants and completing substantial additional research and development.

Our demonstration, field trial