February 11, 2002 CEC Certifies Capstone MicroTurbines to Stringent California Grid Interconnnect Standards
In a substantial move to advance distributed generation in the state, the California Energy Commission has certified the 30- and 60-kilowatt Capstone MicroTurbine(TM) energy systems as the first and so far the only products that comply with the requirements of its ``Rule 21'' grid interconnection standard.

``The CEC and all of California's major utilities spent more than a year jointly developing the landmark Rule 21 distributed generation interconnection standard,'' said Dr. Ake Almgren, President and CEO of Capstone Turbine Corporation. ``We are pleased that our innovative microturbine systems have now officially been certified as being safe for interconnection to the grid. We think this is a significant step toward growing distributed generation market access in California, and for Capstone differentiating its products in the California market.''

The CEC action is significant in that it has the potential to greatly streamline the process for connecting distributed generation systems to the grid, avoiding both costly external equipment procurement requirements and extensive site-by-site and utility-by-utility analysis. CEC certification to the Rule 21 standard essentially reduces the interconnection review process from, at times, upward of one year to a targeted 2-to-3-week process with significant cost savings.

A universal interconnection standard for distributed generation has been under development for several years by the Institute of Electrical and Electronics Engineers (IEEE) (www.ieee.org).

Capstone COO Norman Chambers said, ``CEC's certification opens the way for California businesses and public entities to more rapidly implement clean Capstone MicroTurbine energy solutions without the interconnection concerns that have, in the past, disproportionately impacted the economic advantages of doing so.''
February 07, 2002 Capstone Turbine Announces Fourth Quarter and Year End Results
Capstone Turbine Corporation reported revenue of $10.1 million for the quarter ended December 31, 2001, compared with revenue of $7.1 million for the fourth quarter of 2000.

For the fourth quarter of 2001, Capstone's net loss was $14.6 million, or ($0.19) per share, compared to a net loss of $6.4 million, or ($0.08) per share, in the fourth quarter of 2000. The increase in net loss is primarily attributable to increased expenses related to expanding the Company's sales organization and increased overhead related to the expansion of its production capabilities.

For the full year 2001, Capstone reported revenue of $36.0 million, compared with revenue of $23.2 million in 2000. Capstone's net loss decreased to $46.9 million, or ($0.61) per share, for the year ended December 31, 2001, compared with a net loss of $591.3 million, or ($12.82) per share, for the prior year. The Company's net loss in 2000 was impacted by non-cash charges, triggered by the Company's initial public offering, totaling $559.9 million associated with recording the preferred stock deemed dividend and fair market value accretion.

``During 2001, Capstone shipped 38 megawatts of power, which was an increase of more than 50% over 2000,'' said Dr. Ake Almgren, President and CEO of Capstone Turbine Corporation. ``Although some of the factors that created near-term demand in the first half of 2001 -- such as the energy shortage in California -- have abated, the fundamental drivers of demand for economically and environmentally beneficial distributed generation solutions continue to exist. Domestically, we still see growing levels of power consumption, high utility rates in significant regions, grid transmission constraints, increasing demand for more reliable and higher quality power, and both security and financial risks delaying or eliminating a number of large centralized power plant projects.

``In international markets, particularly Europe and Japan, demand is driven by a continuing interest in clean energy and maximized fuel efficiency, which also addresses global warming concerns. So we are optimistic about the future, and we believe that we can further grow megawatts shipped by 30% to 50% in 2002.''

Financial Highlights

Capstone shipped 225 units, comprised of 145 of its 60-kilowatt systems and 80 of its 30-kilowatt systems, in the fourth quarter of 2001 for a total of 11.1 megawatts versus 7.5 megawatts in the fourth quarter of 2000. Gross margin in the fourth quarter of 2001 was negative $2.4 million, compared with a slightly less than break-even gross margin in the same period of 2000. The decrease in gross margin was primarily attributable to higher overhead costs and larger inventory charges in 2001. The overhead costs resulted primarily from the Company's new recuperator core manufacturing facility, and the inventory charges related to write-offs of certain materials in inventory rendered obsolete in part by product improvements. These factors offset the improvements in gross margin gained through increased shipments of the higher margin 60-kilowatt systems.

Research and development expenses decreased to $2.5 million, compared with $2.9 million in the fourth quarter of 2000. R&D expenses are reported net of contract offsets such as the U.S. Department of Energy advanced microturbine program. Contract offsets were $0.7 million in the fourth quarter of 2001 and $0.1 million in the same period a year ago.

Selling, general and administrative expenses increased to $10.8 million, compared with $6.8 million in the fourth quarter of 2000. The increase is primarily attributable to the continued expansion of the Company's sales and marketing organization and higher legal fees related to patent support efforts.

The Company reduced cash utilization to $10.8 million in the fourth quarter, substantially less than the $18.7 million used in the third quarter of 2001. Overall, the Company continues to be in a strong financial position. As of December 31, 2001, Capstone held approximately $171 million in cash and cash equivalents, with no long-term debt.

Inventory was reduced to $22.0 million from $27.0 million at September 30, 2001. The reduction in inventory is primarily attributable to improved inventory management processes put in place during the fourth quarter. Accounts receivable increased to $8.0 million at year-end 2001, compared with $7.6 million at the end of the third quarter.

Sales and Marketing Initiatives

``Since I joined Capstone in November, we have focused our efforts on transitioning the Company to a market-focused sales operation,'' said Capstone COO Norm Chambers. ``We have realigned our sales organization to better support the needs of both the end users and our sales channel partners. We have assembled an experienced team to focus on reducing installation and commissioning costs, which have represented a significant portion of the total installed cost of our microturbines. We also have expanded the reach of our quality organization to look not only to the quality of our microturbines, but also to quality solutions for end users.

``Through the current structure of our sales and marketing organization, we feel that we are in a much better position to provide the necessary expertise and support to our business partners to ultimately drive volume sales,'' said Mr. Chambers.

``While it is clear we have some challenges ahead, I am very pleased with how the Company is adapting to better position itself for success in the marketplace,'' said Dr. Almgren. ``With the additions we have made to the management team in the past few months, and our enhanced understanding of how to effectively drive our products into the commercial markets, I feel that we have a solid platform upon which to make clear progress in 2002.''
January 29, 2002

PowerCold Subsidiary Power Sources Announces $660,000 in New Orders

Power Sources, Inc., a wholly owned subsidiary of PowerCold Corporation, announced today over $600,000 in two new orders for cogeneration plants in New York City.

These include a $308,000 order for a state-of-the-art 800 kw cogeneration plant at a Queens recycling facility and a $360,000 contract to build a high efficiency 1,000 kw on-site cogeneration plant at a major New York City bakery.

Joe Cahill, president of Power Sources said, ``Utility electric rates in New York City are some of the highest in the country. To be competitive, manufacturing companies must use an enlightened approach to their energy needs. Our co-generation facilities optimize and ultimately utilize 80% of the input fuel as productive energy avoiding the inherent inefficiencies of central plant utility power production that usually treats thermal heat as a waste product by dumping it into the atmosphere or waterways. Because of the high electricity rates, we are experiencing strong demand for our cogeneration units.''

``In the case of the recycling center,'' Cahill said, ``the facility will provide power the local utility cannot currently provide. It will also cut electric costs at the site by more than 40% and will provide hot water to wash down trucks as well as space heating during the winter months. The bakery plant will generate a projected $220,000 of savings annually by using smart approaches to their energy needs. The system will produce all of the facility's electricity and much of its thermal needs such as steam for proofing bread dough and hot water for equipment wash down and domestic use.''

Power Sources, a major co-generation equipment provider in the New York metropolitan area, has approximately $3.8 million in backlog contract orders and is projecting some $6.5 million in co-generation contract proposals will close in 2002.

PowerCold CEO Frank Simola said, ``We are experiencing excellent progress in each of our four operating units with important new orders. We anticipate announcing significant new additional business in the months ahead.'' Last week, PowerCold announced nearly $400,000 in work in progress at the company's PowerCold Products division in Texas.
January 16, 2002
Capstone Retains Karen K. Clark as Chief Financial Officer

Leading microturbine power systems manufacturer Capstone Turbine Corporation announced today that Karen K. Clark has joined Capstone and will serve as Chief Financial Officer. Reporting directly to Capstone President and CEO, Dr. Ake Almgren, Clark will be responsible for all aspects of the Company's financial planning and analysis. 

``We are extremely pleased to add an individual of Karen's talent and background to our management team,'' said Almgren. ``Karen met all of the criteria that we established for our new CFO including experience in a number of senior financial positions within public companies and a strong background in manufacturing. In addition, Karen brings to Capstone an understanding of the energy industry, which is the industry we serve. We are impressed with the breadth of Karen's experience in accounting, administration and finance. We are happy to have Karen as a member of our executive team and believe that she is ideally suited to help lead our company as we continue to develop and grow our markets.'' 

``I am very excited to join Capstone, particularly at a time when it has added a number of other talented individuals to its management team who are committed to taking the company to the next level,'' said Karen Clark. ``I firmly believe that the market for distributed generation presents exceptional long-term growth opportunities and I am pleased to be part of a company that is well positioned to extend its leadership position in this industry.'' 

Clark joins Capstone after serving as Senior Vice President and CFO of PacifiCorp, an electric utility service provider with fiscal 2001 revenues of $5 billion. In this role, she was involved in major financial and operating decisions, including establishing commodity trading policies and limits, new business development, capital spending and regulatory policy. 

Prior to PacifiCorp, Clark was Senior Vice President of Finance for Sunbeam Corporation, a publicly held consumer goods company with worldwide operations and annual revenues in excess of $2 billion. She was a member of the new senior management team brought in to attempt a turnaround of the company and was responsible for several finance functions. Clark joined Sunbeam as a result of its acquisition of The Coleman Company, Inc., where she held the position of Vice President of Finance from 1997 through 1999. 

For sixteen years prior to joining Coleman, Clark held finance positions in manufacturing and technology companies and worked as a Certified Public Accountant and Certified Management Accountant in public accounting.
