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1. FCEL must build more facilities and will continue 

to incur operational issues in the near term. 

2. FCEL is losing money and shareholder value  

3. FCEL is a deteriorating hyper inflated stock 

propped up on over promise and hopeful 

projects.    

 

Company Description:   

 

FuelCell Energy, Inc. (NASDAQ: FCEL) is an integrated fuel cell company that designs, manufactures, installs, operates 

and services stationary fuel cell power plants for distributed power generation. Its power plants electrochemically produce 

electricity and heat using various fuels including natural gas, biogas, methanol, diesel, coal gas, coal mine methane, and 

propane. The company serves utilities, independent power producers, governments, gas transmission control, industrial 

and data centers, commercial purposes, oil production and refining services, wastewater treatment, agriculture, and 

landfill gas sectors. The company operates in the United States, South Korea, England, Germany, Canada, Spain, and 

offers a comprehensive portfolio of services for fuel cell power plants. FuelCell Energy has specially trained technicians 

and engineers that remotely operate and maintain virtually all installed power plants globally, 24 hours per day, 365 days 

per year from the state-of-the-art Global Technical Assistance Center, located at Danbury, Connecticut (headquarters). 
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Company Review- FCEL 
 

FuelCell Energy (FCEL) is a world leader in renewable 

energy creation and specializes in developing cleaner energy 

solutions. The company began expanding globally in 2007 

through its partnership with POSCO Energy, and targeted 

markets in Southeast Asia, particularly South Korea. The 

renewable energy industry was rapidly growing until oil price 

began its steep decline. Cheaper oil prices decreased the 

appeal of more costly renewable energy solutions and 

caused declining revenue and prolonged projects for 

FuelCell Energy.  Currently, FCEL is unable to produce 

energy in a profitable process given current market 

conditions and appears dependent on an innovative cost 

saving breakthrough or an increase in oil prices.  

 
 

 

Thesis Point 1 – Ongoing Issues 
 

FCEL’s total backlog was $403.9 million as of January 31, 

2016 compared to $337 million as of January 31, 2015. This 

change represents a roughly 20% increase over a one year 

period and exemplifies FCEL’s inability to meet growing 

demand. Chief executive officer, Chip Bottone, considers 

the backlog increase to be a positive sign and thinks that 

after the completion of a few in progress facilities FCEL will 

be able to achieve overall profitability. While this may be 

ideally true, investors have only experienced and will 

continue to experience depressing revenue recognition from 

postponed unfinished plant projects and increased losses 

from prolonged associated costs. Management has justified 

decreasing revenue by glorifying increasing backlog but the 

repeated earning disappointments will continue to 

depreciate FCEL’s stock price in 2016.    

 

 

 

 

 

 

 

 

 

 

Quarter one of 2016 repeated this negative trend as FCEL 

posted wider than expected losses and missed revenue 

expectations again. Management responded to the negative 

results with forward looking statements that more revenue 

will be recognized in the second half of the year after the 

Beacon Falls Energy Park project is hopefully completed. 

This is a major indicator that investors can expect another 

negative quarter coming in Q2 of 2016.   

 
 

Thesis Point 2 – Negative Trends 

 

  

FCEL has posted net losses every year of operations and 

can only survive by draining equity investors through 

multiple secondary public offerings and reverse stock splits. 

The company most recently effected a 1-for-12 reverse 

stock split on December 3, 2015. In Q1 of 2016, FCEL 

posted an increased net loss of 11.7 million compared to 4.1 

million a year ago in Q1 of 2015.  

 

 

 

 

 

 

Accompanying this net loss, accrued expenses also increased 

from 14.9 to 24.8 million and long term debt increased to 

36.9 million from 21 million comparing Q4 of 2015 to Q1 

of 2016. In order to eliminate some liquidity issues, FCEL 

increased its debt by closing on a 25 million dollar loan 

planned for working capital purposes in 2016. Currently, 

FCEL has almost 77 million in cash on hand, but will soon 

enter a period of financial distress from continued capital 

expenditures for completing ongoing energy facility projects. 

Investors should expect another secondary offering to occur 

if FCEL cannot complete its energy facilities and achieve 

profitability from greater output and benefits associated 

with greater economies of scale. A secondary offering is 

most likely to occur when the loan become due in early 2018 

at which point FCEL will most likely have drained the 

remainder of its cash balance from accrued losses over 2016 

and 2017.     
   

Thesis Point 3- Early & Overly Hyped  

 

FuelCell Energy thrives on the growing potential of an 

industry with increasing demand but suffers from 

unfavorable market conditions and costly elongated 

construction projects. While the big picture remains 

intact, the road to success seems to be lined with investor 

suffrage that will continue until FCEL has established 

enough facilities to generate an overall profitable output. 

At this point, FCEL is in an unpredictable constructions 

phase with inaccurate project completion estimates and a 

growing backlog of unserved customers. The company’s 

stock price has deteriorated throughout the course of this 

process and will continue to until the construction phase 

is complete and overall energy output is at profitable 

levels. Important to note, low oil prices are delaying 
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output levels and postponing contracts that otherwise 

would have already been completed. This is causing very 

unprofitable operations and will continue hurting the 

company in 2016 until FCEL can operate at a higher 

capacity and record more revenue. The information 

below shows how unprofitable the company has been 

and the long way of needed improvement that FCEL 

must achieve to become a successful company.   

 

 

 

 

 

FCEL is projected to have lower operating margins in 

2016 resulting from increased spending on ongoing 

energy facility projects. Return on invested capital is also 

projected to decrease because of postponed revenue 

recognition procedures. This all seems extremely negative 

but if successful will position the company for possible 

profitable growth in 2017 and beyond. However, the rest 

of 2016 will be a building period surrounded by 

uncertainty.  Macroeconomic factors will most likely 

continue to prolong this building phase and investors will 

have to wait longer and suffer more losses.  

 
 

 

Conclusion 
FuelCell Energy is currently in a construction phase and has 

been for the past 8 years of operations. The company is 

attempting to create enough energy generating facilities to 

meet demand and produce at profitable levels. This mission 

is being prolonged by macroeconomic factors like cheap oil 

prices and is forcing FCEL to miss expectations and remain 

extremely unprofitable. I expect that this trend will continue 

for the rest of 2016 as it did in Q1, and optimistic FCEL 

investors will be disappointed by postponed project 

completion dates. Backlog will continue to increase in 2016 

and revenue will continue to disappoint. Overall, I 

recommend FCEL as a short sale for the year of 2016 until 

the company can prove ongoing facility energy projects will 

be completed in a correctly estimated timely manner. I 

calculated an intrinsic value of $5.00 a share which 

represents an approximate 25% return based on its current 

stock price of $6.53.   
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