FUEL-TECH N.V.
Castorweg 22-24, Curagao, Netherlands Antilles

Notice of Annual Meeting of Shareholders
To be Held June 1, 2006

To the Shareholders of Fuel-Tech N.V.:

The Annual Meeting (the "“Meeting”) of Shareholders of Fuel-Tech
N.V., a Netherlands Antilles limited liability company (“Fuel Tech”),
will be held Thursday, June 1, 2006, at the registered office of Fuel
Tech, Castorweg 22-24, Curagao, Netherlands Antilles, at 10:00 a.m.
local time, to consider and vote on the following matters, each of
which 1is explained more fully in the following Proxy Statement. A
proxy card for your use in voting is also enclosed.

1. To approve the Annual Report of Management to Shareholders of
Fuel Tech for the calendar year ended December 31, 2005 and
the Financial Statements for that calendar year;

2. To elect nine (9) Managing Directors;

3. To ratify the reappointment of Ernst & Young LLP as Fuel
Tech’s independent auditors for the year 2006; and

4. To transact any other business that may properly come before
the meeting or at any adjournment thereof.

Only common shareholders of record at the close of business on
May 31, 2006 are entitled to vote at the Meeting. The presence in
person or by proxy of shareholders entitled to cast one third of the
total number of votes which may be cast shall constitute a quorum for
the transaction of business at the Meeting.

The Annual Report for 2005 1s enclosed with this Notice of
Meeting and Proxy Statement.

FUEL-TECH N.V.

Charles W. Grinnell
Secretary
April 21, 2006

WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING IN PERSON, IT IS
REQUESTED THAT YOU PROMPTLY FILL OUT, DATE, SIGN AND RETURN THE
ENCLOSED PROXY CARD.

FOR INTERNET OR TELEPHONE VOTING, PLEASE REFER TO THE INSTRUCTIONS ON
THE PROXY CARD OR THE VOTING INSTRUCTION FORM.



Fuel Tech will provide without charge to each person being
solicited by this Proxy Statement, upon written request, a copy of the
Annual Report of Fuel Tech on Form 10-K for the year ended December
31, 2005, including the financial statements and related schedules for
that year, as filed with the Securities and Exchange Commission. All
such requests should be directed to Investor Relations at the address
of the Company set out below under the caption “Shareholder
Proposals.”

Statements in this Proxy Statement which are not historical
facts, so-called “forward-looking statements,” are made pursuant to
the safe harbor provisions of the Private Securities Litigation Reform
Act of 1995. Shareholders are cautioned that all forward-looking
statements involve risks and uncertainties, including those detailed
in Fuel Tech’s Form 10-K and other filings with the Securities and
Exchange Commission.



FUEL-TECH N.V.

Proxy Statement

The enclosed proxy 1s solicited by the Board of Managing
Directors (the "Board") of Fuel-Tech N.V., a Netherlands Antilles
limited liability company (“Fuel Tech"), in connection with the Annual
Meeting of Shareholders of Fuel Tech (the "Meeting") to be held at the
registered offices of Fuel Tech, Castorweg 22-24, Curag¢ao, Netherlands
Antilles, Thursday, June 1, 2006, at 10:00 a.m. local time, and at any
adjournments of the Meeting.

The Record Date with respect to mailing this solicitation is
April 3, 2006. Under Netherlands Antilles law, however, all holders of
Fuel Tech common stock as of the close of business on May 31, 2006 are
entitled to vote at the Meeting. As of the Record Date, Fuel Tech had
21,296,427 shares of common stock outstanding, according to the
records of Mellon Investor Services, LLC, Fuel Tech’s transfer agent
(the “Transfer Agent”). Each share is entitled to one vote. Under the
rules of The Nasdag Stock Market, Inc., a quorum of one third of the
votes entitled to be cast is required for action on matters taken up
at the Meeting. Shareholders may vote via telephone or the internet
pursuant to the instructions set out on the proxy card.

Each shareholder is entitled to appoint a representative at the
Meeting other than those named in the form of proxy. A shareholder
desiring to appoint some other person who need not be a shareholder
may do so by completing another proper form of proxy for use at the
Meeting. Completed forms of proxy should be mailed promptly to the
Transfer Agent 1in the enclosed return envelope for delivery on or
before 5:00 p.m. (local time at New York, N.Y.) May 31, 2006.

A shareholder giving a proxy may revoke such proxy by an
instrument in writing signed by the shareholder, by the shareholder’s
attorney-in-fact authorized in writing, or, if the shareholder is a
corporation, under its corporate seal or by a duly authorized officer
or attorney, and deposited with the Transfer Agent or with the
Chairman of the Meeting at the time of the Meeting.

If a proxy is signed and not revoked by the shareholder, the
shares it represents will be voted at the Meeting in accordance with
the instructions of the shareholder. Abstentions and broker non-votes
are counted as present in determining whether a quorum is present, but
are not counted in the calculation of the vote. If the proxy is signed
and returned without specifying choices, the shares will be voted in
favor of each item on the agenda in accordance with the
recommendations of the Board. Members of the Board and executive
officers of Fuel Tech may solicit shareholders' proxies by mail,
telephone or facsimile. Fuel Tech will bear the cost of proxy
solicitation, if any.

This Proxy Statement and the accompanying Annual Report to
Shareholders were distributed together commencing in the week of April
24, 2006.



ANNUAL REPORT AND FINANCIAL STATEMENTS

Fuel Tech's Annual Report to Shareholders (the “Report”) contains
the report of Management on the business and administration of Fuel
Tech for the calendar vyear ended December 31, 2005 and financial
statements reflecting the financial position and results of operations
of Fuel Tech for 2005 (the “Financial Statements”). The Financial
Statements are set forth in the Report in consolidated form and, as
required by Netherlands Antilles law, in unconsolidated form. See Note
11 to the Financial Statements for the unconsolidated Financial
Statements. The Report is available for inspection at the office of
Fuel Tech at the address written on the Notice of Meeting and will be
available for inspection at the Meeting.

Resolutions will be presented at the Meeting for the approval of
the Annual Report and the Financial Statements. Fuel Tech understands
that under Netherlands Antilles law, approval of the Report and the
Financial Statements at the Meeting will have the effect of
discharging the Managing Directors from legal 1liability for their
activities as directors for the year ended December 31, 2005.

The affirmative vote of a majority of the shares wvoting is
required for the approval of this proposal. The Board recommends a
vote FOR this proposal.

ELECTION OF DIRECTORS

On recommendation of the Compensation and Nominating Committee,
the Board proposes the election of nine nominees as Managing Directors
of Fuel Tech. The term of office of each Managing Director is until
the next Annual Meeting or until a successor shall have been duly
elected. The nominees are Douglas G. Bailey, Ralph E. Bailey, Miguel
Espinosa, Charles W. Grinnell, Thomas L. Jones, Samer S. Khanachet,
John D. Morrow, John F. Norris Jr. and Thomas S. Shaw, Jr. Mr. Norris
is nominated for the first time. In the opinion of the Board, Mr.
Espinosa, Mr. Khanachet, Mr. Jones, Mr. Morrow and Mr. Shaw satisfy
the independence requirements of NASD Rule 4200 (a) (15). Each of the
nominees has consented to act, 1f elected. Should one or more of
these nominees become unavailable to accept nomination or election,
votes will be cast for a substitute nominee, if any, designated by the
Board on recommendation of the Compensation and Nominating Committee.
If no substitute nominee 1is designated prior to the Meeting, the
individuals named as proxies on the enclosed proxy card will exercise
their discretion in voting the shares that they represent. A motion
will Dbe presented at the Meeting for the election as Managing
Directors of the foregoing nine nominees.

The affirmative vote of a majority of the shares wvoting is
required for the election of directors. The Board recommends a vote
FOR each of the nominees.



The following table sets forth certain information with respect
to each person nominated and recommended to be elected as a Managing
Director of Fuel Tech.

Name Age Director Since
Douglas G. Bailey 56 1998
Ralph E. Bailey 82 1998
Miguel Espinosa 65 2002
Charles W. Grinnell 69 1989
Thomas L. Jones 54 2005
Samer S. Khanachet 55 2002

John D. Morrow 82 2004

John F. Norris Jr. 56 -
Thomas R. Shaw, Jr. 59 2001

Shareholders' Agreement

Fuel Tech is party to a Shareholders’ Agreement of April 30,
1998, as amended, (the “Agreement”) with certain Investors who in 1998
acquired 4,750,000 shares and warrants to purchase 3,000,000 shares of
Company common stock concurrently with the acquisition by Fuel Tech,
Inc. of Nalco Chemical Company’s interests in Nalco Fuel Tech, a joint
venture between Nalco and Fuel Tech. During the term of the Agreement,
as amended, the Board shall Dbe comprised of not more than nine
directors and the Investors have the right to nominate three persons
as Managing Directors of Fuel Tech, one of whom shall be an
independent director. The Investors are Douglas G. Bailey, Ralph E.
Bailey, Nolan R. Schwartz and other persons who are or were associated
with American Bailey Corporation, a privately owned company of which
Mr. Ralph E. Bailey is Chairman and Mr. Douglas G. Bailey, his son, is
President and Chief Executive Officer. Notwithstanding the Agreement,
each of the nominees identified above are the nominees of the Board
for election as Managing Directors at the Meeting, having been
recommended by the Compensation and Nominating Committee. The term of
the Agreement is until April 30, 2008, unless before April 30, 2008
the Investors own less than 475,000 shares of Fuel Tech common stock.

Directors and Executive Officers of Fuel Tech and Fuel Tech, Inc.

Vincent M. Albanese, 57, has been Senior Vice President -
Advanced Technology and Regulatory Affairs of Fuel Tech, Inc. since

April 5, 2006; previously he had been Senior Vice President - Air
Pollution Control, Sales and Marketing of Fuel Tech, Inc. since May,
2000; Vice President - Air Pollution Control since April, 1998; and

Vice President Sales and Marketing of Nalco Fuel Tech since 1990.

Steven C. Argabright, 63, prior to his retirement from Fuel Tech,
Inc., effective April 30, 2006, had been a director and the President
and Chief Operating Officer (“C00”) of Fuel Tech, Inc. since April,
1998; previously he had been President and Chief Executive Officer
(“CEO”) of Nalco Fuel Tech since April, 1998; and Vice President of
Nalco Fuel Tech since 1990.

Vincent J. Arnone, 42, has been Senior Vice President and Chief
Financial Officer (“CFO”) of Fuel Tech and Fuel Tech, Inc. since
February 28, 2006; previously he had been Vice President, Treasurer
and CFO of those companies since December, 2003; and Controller of
those companies since May, 1999.



Douglas G. Bailey has been a director of Fuel Tech and of Fuel
Tech, Inc. since April 30, 1998 and Deputy Chairman of those companies
since 2002. He became an employee of Fuel Tech, Inc. in January, 2004
and provides two days of service per week to Fuel Tech. Mr. Bailey,
who is the son of Ralph E. Bailey, has been President and Chief

Executive Officer of Atlantis Components, Inc., a medical devices
company since September, 2004 and the President and Chief Executive
Officer of American Bailey Corporation (“ABC”), a privately owned

business acquisition and development company, since 1984.

Ralph E. Bailey has been Executive Chairman of Fuel Tech and Fuel
Tech, Inc. and CEO of Fuel Tech since February 28, 2006. Previously he
had been a director, Chairman and CEO of those companies since April,
1998. He has been a director and Chairman of ABC since 1984. Mr.
Bailey is the former Chairman and Chief Executive Officer of Conoco
Inc., an energy company, and a former Vice Chairman of E.I. du Pont de
Nemours & Co., a chemical company.

Stephen P. Brady, 49, became Senior Vice President - Sales and
Marketing of Fuel Tech, Inc. on April 5, 2006; previously he had been
Senior Vice President - Fuel Chem since January, 2002; and Vice
President - Fuel Chem since February, 1998.

William E. Cummings, 49, became Vice President - Sales of Fuel
Tech, Inc. on April 5, 2006; previously he had been Vice President -
Air Pollution Control Sales since May, 2000; Director - Utility Sales
since April, 1998; and Director - Eastern Region of Nalco Fuel Tech
since 1994.

Kevin R. Dougherty, 44, Dbecame Vice President - Business
Development and Marketing of Fuel Tech, Inc. on April 5, 2006;
previously he had been Vice President, Corporate Marketing and
Procurement since December, 2005; Director, Marketing & Sales
Administration, Air Pollution Control since November, 2000; and
Manager, Contracts Administration, Air Pollution Control since 1999.

Miguel Espinosa has been President and Chief Executive Officer of
The Riverview Group, LLC, a financial consulting company, since 2001.
He is a retired Treasurer of Conoco Inc. Mr. Espinosa has a Masters in
Business Administration degree from the University of Texas.

Charles W. Grinnell has been Vice President, General Counsel and
Corporate Secretary of Fuel Tech since 1988 and a director of Fuel
Tech and Fuel Tech, Inc. since September, 1989. Mr. Grinnell is a
director and Vice President, General Counsel and Corporate Secretary
of Clean Diesel Technologies, Inc., a specialty chemical and energy
technology company.

Thomas L. Jones has been a Managing Director of Integrated
Finance Limited since September 1, 2005; previously he had been a
Senior Advisor at Credit Suisse First Boston (“CSFB”) since 2003 and
Managing Director in the Telecommunications Group at CSFB since June,
2000. Mr. Jones was a Managing Director in the Telecommunications and
Large Cap Groups at Salomon Smith Barney from 1996 to June, 2000.
Prior to Jjoining Salomon Brothers, Mr. Jones had been a Managing
Director at J. P. Morgan & Co., Inc., which he joined in 1977. Mr.
Jones has a Masters of Business Administration degree from the Kenan-
Flagler Business School of the University of North Carolina.
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Samer S. Khanachet has been President of United Gulf Management,
Inc. (“UGM"”), an investment management company, since 1991 where his
responsibilities include private equity and real estate investments
for UGM’'s parent company, Kuwait Projects Company (Holding) and
clients. Mr. Khanachet has a Masters in Business Administration
degree from Harvard University.

M. Linda Lin, 57, became Vice President - Asia/Pacific of Fuel
Tech, Inc. on April 5, 2006; previously she had been Marketing Manager
since 1992, and Research Associate/Research Manager since 1990.

Michael P. Maley, 48, became Senior Vice President, International
Business Development and Project Execution of Fuel Tech, Inc. on April
5, 2006; previously he had been President and COO of Alliant Energy
Generation, an affiliate of Alliant Energy, from 2001 to 2005; Vice
President of Business Development of Calpine Corporation, a power
generating company, since 1998; and Vice President of Project
Development of Cogentrix Energy LLC since 1993.

John D. Morrow, formerly a director of Fuel Tech, Inc. from 1985
to 1987, retired in 1983 as Chief Financial Officer and a director of
Conoco Inc.

John F. Norris Jr. became President and CEO of Fuel Tech, Inc. on
February 28, 2006; previously he had been a private consultant to
clients in energy related industries, including Fuel Tech, since 2003;
Senior Vice President, Operations and Technical Services of American
Electric Power from 1999 until 2003; President and COO of the American
Bureau of Shipping Group during 1999; and he was associated with Duke
Energy Corporation from 1982 wuntil 1999 in positions from Assistant
Engineer to Senior Vice President, Chairman and CEO of Duke Energy
Global Asset Development. In the event of Mr. Norris’ election to the
Board of Fuel Tech at the Meeting, the Board intends to appoint him as
President and Chief Executive Officer of both Fuel Tech and Fuel Tech,
Inc.

Nolan R. Schwartz, 55, was a director of Fuel Tech, Inc. from
1998 until January 1, 2004 when he became Vice President, Corporate
Development and an employee of Fuel Tech, Inc. Previously Mr. Schwartz
had been a Principal of ABC.

Thomas S. Shaw, Jr. has been Executive Vice President of Pepco

Holdings, Inc. (“PHI”) since August 1, 2002 and Chief Operating
Officer since March 1, 2005 when PHI acquired Conectiv, an electric
power generating and distribution company. Mr. Shaw remains as

President and Chief Operating Officer of Conectiv and has been since
September, 2000 and previously had been employed by its predecessor
Delmarva Power and Light Company (“Delmarva”) for over 25 years where
he had been President of its subsidiary Delmarva Capital Investments,
Inc. from 1991 until 1995 and was Executive Vice President of Delmarva
and Conectiv from 1997 until September, 2000.

William H. Sun, 49, Dbecame Vice President - Air Pollution
Technologies of Fuel Tech, Inc. on April 5, 2006; previously he had
been Vice President and Chief Technology Officer since December, 2003;
Vice President, Engineering and Technology since April, 1998; and
Director of Process Engineering of Nalco Fuel Tech since 1990.



Christopher R. Smyrniotis, 53, became Vice President - Fuel Chem
Technology on April 5, 2006; previously he had been Vice President -
Fuel Chem Technology and Market Development since December, 2005;
Director of Marketing And Technology - Fuel Chem since October, 1998;
and Market Development Manager since 1993.

Mr. Maley and Mr. Norris were recruited through a search by
Spencer Stuart, Inc., an independent professional search firm, which
researched various candidates, presented them to the Compensation and
Nominating Committee of the Board of Fuel Tech and was paid a fee for
its services.

There are no family relationships between any of the directors or
executive officers, except as stated above.

Committees of the Board

The Board has an Audit Committee of which the members are Mr.
Espinosa (Chairman), Mr. Jones, Mr. Khanachet, Mr. Morrow and Mr.
Shaw. Mr. Espinosa, Mr. Khanachet, Mr. Jones, Mr. Morrow and Mr. Shaw
meet the criteria for independence set forth in NASD Rule 4200 (a) (15)
and also Rule 10A-3(b) (1) under the Securities Exchange Act of 1934.
The Board has also determined that Mr. Espinosa and Mr. Khanachet are
audit committee members who possess “financial sophistication” as
described in NASD Rule 4350(d) (2) (A).

The Board also has a Compensation and Nominating Committee of
which the members are Mr. Shaw (Chairman), Mr. Espinosa, Mr. Jones,
Mr. Khanachet and Mr. Morrow, each of whom are independent directors
of that committee as defined by NASD Rule 4200 (a) (15) .

Also during 2005 the Board had an ad hoc Strategic Planning
Committee appointed by the Chairman to review Fuel Tech’s long-term
prospects and to develop a strategic plan. The members of that
Committee were Mr. D. G. Bailey, Mr. Grinnell, Mr. Jones, and Mr.
Morrow.

Audit Committee

The Audit Committee is responsible for review of audits,

financial reporting and compliance, and accounting and internal
controls policy. For audit services, the Audit Committee 1is
responsible for the engagement and compensation of independent
auditors, oversight of their activities and evaluation of their
independence. The Audit Committee has instituted procedures for

receiving reports of improper recordkeeping, accounting or disclosure.
The Board has also constituted the Audit Committee as a Qualified
Legal Compliance Committee in accordance with Securities and Exchange
Commission regulations. A copy of the Audit Committee Charter is
attached as Schedule I to this Proxy Statement and is also available
for inspection on the Fuel Tech web site at www.fueltechnv.com.

Compensation and Nominating Committee

The Compensation and Nominating Committee reviews and approves
executive compensation, stock options and similar awards, and adoption
or revigsion of benefit, welfare and executive compensation plans and


http://www.fueltechnv.com/

also determines the identity of director nominees for election to fill
a vacancy on the Board of Managing Directors of Fuel Tech. Nominees
are approved by the Board on recommendation of the Committee.

In evaluating nominees, the Committee particularly seeks
candidates of high ethical character with significant business
experience at the senior management or Board level who have the time
and energy to attend to Board responsibilities. Candidates should
also satisfy such other particular requirements that the Committee may
consider important to Fuel Tech’s business at the time. When a
vacancy occurs on the Board, the Committee, in consultation with the
Chairman, will consider nominees from all sources, including
shareholders, nominees recommended by other parties, and candidates
known to the Managing Directors or to Fuel Tech management. The
Committee may, if appropriate, make use of a search firm and pay a fee
for services in identifying candidates. The best candidate from all
evaluated will Dbe recommended to the Board to be considered for
nomination.

Shareholders who wish to recommend candidates for consideration
as nominees should before January 1 in each year furnish in writing
detailed Dbiographical information concerning the candidate to the
Committee addressed in care of the Corporate Secretary, Fuel Tech,
Inc., 695 East Main Street, Stamford, Connecticut 06901.

The Charter of the Compensation and Nominating Committee 1is
available for viewing on the Fuel Tech web site www.fueltechnnv.com.

Corporate Governance
Meetings

During the year ended December 31, 2005 there were seven meetings
of the Board of Directors of Fuel Tech, eight meetings of its Audit
Committee and four meetings of the Compensation and Nominating
Committee. Each director of Fuel Tech attended at least 75% of Board
and committee meetings of which he was a member during the period of
his directorship. The Directors did not attend the annual meeting of
Shareholders in 2005 because in satisfaction of Netherlands Antilles
law, that meeting is held annually in Curacgao, Netherlands Antilles,
and is conducted by proxy.

Executive Sessions

In 2005 there were the following executive sessions: the Fuel
Tech Board, three sessions; the Audit Committee, four sessions; and
the Compensation and Nominating Committee, two sessions.

The policy of the Board on executive sessions i1s that the Board
will hold not 1less than two executive sessions of the independent
directors annually in connection with regularly scheduled meetings.
The committees of the Board will hold executive sessions when
appropriate. Members of management and non-independent Managing
Directors will not attend executive sessions, except when invited to
provide information. The executive sessions of the Board will be
chaired Dby the independent Managing Directors in rotation by
alphabetical order.
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Code of Business Ethics and Conduct

On the recommendation of the Audit Committee, the Board has
adopted a Code of Business Ethics and Conduct which is available for
viewing on the Fuel Tech web site www.fueltechnv.com. Changes to or
waivers of the requirements of the Code will be posted to the web
site.

RATIFICATION OF APPOINTMENT OF AUDITORS

The Audit Committee has reappointed the firm of Ernst & Young

LLP, Certified Public Accountants ("Ernst & Young"), to be Fuel Tech's
auditors for the vyear 2006 and submits that reappointment to the
shareholders for ratification. Ernst & Young has served in this

capacity since 1990 and is knowledgeable about Fuel Tech's operations
and accounting practices and is well qualified to act in the capacity
of independent accountants. In making the appointment, the Audit
Committee reviewed Ernst & Young's performance in prior years along
with its reputation for integrity and overall competence in accounting
and auditing. Representatives of Ernst & Young will not be present in
Curacao at the Meeting.

Audit Fees

Fees for professional services provided by Ernst & Young in each of the
last two fiscal years by category were:

2005 2004

Audit Fees S 317,700 S 391,050
Audit-Related Fees - 2,300
Tax Fees - -
All Other Fees 1,500 1,500
$ 319,200 S 394,850

“Audited-related fees” in 2004, less than 1% of 2004 services,
were for assurances related to the audit concerning accounting for
revenues from a Fuel Tech utility customer. “All Other Fees” in 2005
and 2004, also less than 1% of services in those years and approved in
advance by the Audit Committee, were subscription fees for an on-line
accounting newsletter.

Pre-Approval Policies and Procedures

Fuel Tech’s policy and procedure is that each engagement for an
audit or non-audit service is approved in advance by Audit Committee.

The affirmative vote of a majority of the shares voting is
required for the approval of this proposal. The Board recommends a
vote FOR this proposal.

Report of the Audit Committee

Management is primarily responsible for Fuel Tech’s internal
controls and financial zreporting. Ernst & Young, the independent
auditors, are responsible for performing independent audits of Fuel
Tech’s consolidated financial statements and its internal control over
financial reporting in accordance with the auditing standards of the
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Public Company Accounting Oversight Board. These audits serve as the
basis for Ernst & Young’'s opinions included in annual reports to
stockholders as to whether the financial statements fairly present
Fuel Tech’s financial position, results of operations, and cash flows
in conformity with U.S. generally accepted accounting principles,
whether management’s assessment of the effectiveness of Fuel Tech’s
internal control over financial reporting is fairly stated, and
whether Fuel Tech’s internal control over financial reporting was
effective. The Committee is responsible for the review and oversight
of these processes.

Management has represented that Fuel Tech’s 2005 financial
statements were prepared in accordance with accounting principles
generally accepted in the United States. The Committee has reviewed
and discussed with Dboth management and Ernst & Young the 2005
financial statements, management’s report on internal control over
financial reporting and the independent auditors’ report thereon. The
Committee has also discussed with the independent auditors the matters
required to be discussed by the Statement on Auditing Standards No. 61
(Communication with Audit Committees), as amended.

The Committee has received the written disclosures and the letter
from Ernst & Young required by Independence Standards Board Standard
No. 1 (Independence Discussions with Audit Committees), as amended,
and has represented that Ernst & Young is independent from Fuel Tech.
The Committee has discussed with Ernst & Young their independence and
concluded that the provision of the services described above under the
caption “Audit Feesg” is compatible with maintaining their
independence.

The Committee also reviewed its Charter and determined that no
changes are required to the Charter.

Based on the representations, reviews and discussions referred to
above, the Committee recommended to the Board of Managing Directors
that Fuel Tech’s 2005 audited consolidated financial statements be
included in its Annual Report on Form 10-K for the year ended December
31, 2005 and filed with the Securities and Exchange Commission.

By the Audit Committee:
M. Espinosa, Chairman
T. L Jones, S. S. Khanachet, J. D. Morrow and T. S. Shaw
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PRINCIPAL STOCKHOLDERS AND STOCK OWNERSHIP OF MANAGEMENT

The following table sets forth information regarding the
beneficial ownership of Common Stock known to Fuel Tech as of the
Record Date by (i) each person known to own beneficially more than
five percent of the outstanding Common Stock; (ii) each director or
nominee of Fuel Tech; (iii) each person named in the Summary
Compensation Table below (the "“Named Executive Officers”); and (iv)
all directors and executive officers as a group.

Name and Address (1) No. of Shares Percentage (2)

Beneficial Owners

o\

Ergates Capital Management, LLC(3) 1,215,180 5.7

Directors and Named
Executive Officers

Vincent M. Albanese 750
Steven C. Argabright -
Vincent J. Arnone -

Douglas G. Bailey (4) 1,576,792 7.4%
Ralph E. Bailey (3) (4) 4,806,478 22.6%
Stephen P. Brady (4) 112,500 *
Miguel Espinosa (4) 41,500 *
Charles W. Grinnell (4) 22,500 *
Samer S. Khanachet (4) 10,000 *
Thomas L. Jones 10,000 *
John D. Morrow (4) 23,000 *
John F. Norris Jr. (3) 3,300 *
Nolan R. Schwartz (4) 358,290 1.7%
Thomas S. Shaw, Jr. (4) 50,000 *
All Directors and Officers

as a Group (20 persons) (4) 7,019,610 33.0%

* Less than one percent (1.0%)

(1) The address of Ergates Capital Management, LLC is 1525-B The Greens
Way, Jacksonville Beach, FL 32250; and of each of the above management
beneficial owners is c¢/o Fuel Tech, Inc., 695 East Main Street, Stamford,
Connecticut 06901.

(2) The percentages in each case are of the outstanding common at March
31, 2006 and all warrants or options exercisable within 60 days thereafter.

(3) All of these shares are reported to be subject to shared voting and
dispositive power with other parties. Mr. Bailey holds 100% of the investment
control of the shares indicated for him and 4,650,000 of those shares are
owned by a family limited 1liability company of which Mr. Bailey and his
spouse are each Managers and own 50% of the interests. Mr. R. E. Bailey also
owns and has 100% of the investment control over warrants exercisable at
$1.75 per share to acquire 76,478 shares. Except for the shares indicated for
Mr. Norris of which 2,600 are owned by his spouse and 700 are owned jointly
with his spouse, the owners of all of the other shares indicated are believed
by Fuel Tech to have sole ownership and investment control of such shares.

(4) Includes shares subject to options and warrants exercisable presently
and within 60 days; for Mr. D. G. Bailey, 1,330,000 shares; Mr. R. E. Bailey,
156,478 shares; Mr. Brady, 102,500 shares; Mr. Espinosa 40,000 shares, Mr.
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Grinnell, 22,500 shares; Mr. Jones, 10,000; Mr. Khanachet, 10,000 shares; Mr.
Morrow, 20,000 shares; Mr. Schwartz, 358,290 shares; Mr. Shaw, 50,000 shares;

and, for all Directors and Officers as a group, 2,104,268 shares. These
amounts do not include 51,801 shares owned by Morrow family trusts, as to
which Mr. Morrow disclaims beneficial ownership. Also, the amounts do not

include for Mr. R. E. Bailey 35,756 Units and for Mr. Jones 604 Units accrued
at March 31, 2006 under the Directors’ Deferred Compensation Plan.
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EXECUTIVE COMPENSATION

The table below sets forth for the calendar years ending December 31,
2005, 2004 and 2003, the compensation of Fuel Tech’s Chief Executive Officer
and the five most highly compensated executive officers of Fuel Tech during
the calendar year 2005.

Summary Compensation Table

Long-Term
Annual Compensation Compensation
Shares
Underlying
Options
Name and Other Granted All Other

Principal Position Year Sadary  Bonus(2) Compensation # Compensation(3)

Ralph E. Bailey (1) 2005 - - - 10,000 $ 35,700

Chairman and Chief 2004 - - - 10,000 29,600

Executive Officer 2003 - - - 10,000 24,000

Steven C. Argabright (1) 2005 $260,000 208,000 - 50,000 $14,785

President and Chief 2004 250,000 - - 50,000 7,344

Operating Officer 2003 225,000 - - 40,000 8,072

Vincent M. Albanese 2005 $187,422 93,716 - 30,000 $13,195

Senior Vice President 2004 180,732 - - 30,000 6,477

2003 169,432 - - 25,000 7,901

Vincent J. Arnone 2005 $170,000 85,000 - 45,000 $12,021

Senior Vice President 2004 155,000 - - 40,000 5,582

and Chief Financia 2003 125,943 11,265 - 20,000 5,568
Officer

Stephen P. Brady 2005 $191,467 40,114 - 40,000 $13,638

Senior Vice President 2004 181,800 - - 40,000 6,623

2003 176,299 - - 25,000 8,041

Nolan R. Schwartz 2005 $ 207,000 82,800 - 20,000 $14,574

Vice President 2004 200,000 - - 20,000 7,318

2003 - - - 30,000 -

(1) Mr. Argabright has elected to retire from Fuel Tech, Inc. on April 30,
2006. Mr. R. E. Bailey is not an employee of Fuel Tech or of Fuel Tech, Inc.
Mr. Schwartz became an employee of Fuel Tech, Inc. on January 1, 2004.

(2) Bonus payments, earned in 2005 and paid in 2006, were made pursuant to
Fuel Tech’s Management Incentive Program (“MIP”). See the description of
that program under the caption “Report on Executive Compensation” below.

(3) The amounts designated as “All Other Compensation” were, for Mr. R. E.
Bailey, directors’ fees which for 2005, 2004 and 2003, respectively, were
deferred under the Directors’ Deferred Compensation Plan as 4,907, 5,126 and
5,839 Units; the amounts for Messrs. Albanese, Argabright, Arnone, Brady and
Schwartz were company profit sharing and matching contributions to the Fuel
Tech, Inc. 401 (k) Plan.
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Directors' Compensation

Directors employed by Fuel Tech or its subsidiaries receive no
compensation for their service as directors.

Non-executive directors of Fuel Tech or of Fuel Tech, Inc. receive
annual cash retainers and meeting fees. The annual retainers, payable in
arrears, are $15,000 for Board service and $2,000 for service as a committee
chairman. Meeting fees are $1,200 for a Board meeting or otherwise for a day
of service as a director and requested by the Chairman and $600 for a
committee meeting. Under the Directors’ Deferred Compensation Plan, non-
executive directors are entitled to defer fees in either cash with interest
or share -equivalent “Units” until fixed dates, including the date of
retirement from the Board, when the deferred amounts will be distributed in
cash.

Under Fuel Tech’s 1993 Incentive Plan, the "“1993 Plan,” each non-
employee director of Fuel Tech or of Fuel Tech, Inc. is awarded as of the
first business day following the annual meeting, a non-qualified stock option
for 10,000 shares of Fuel Tech common for a term of 10 years vesting
immediately. Such 10,000 share options were awarded to Messrs. R. E. Bailey,
Espinosa, Jones, Khanachet, Morrow and Shaw effective June 3, 2005 at the
exercise price of $5.995 per share, the fair market value of Fuel Tech common
on that date.

Indemnification and Insurance

Under the Fuel Tech Articles of Association, indemnification 1is
afforded Fuel Tech's directors and executive officers to the fullest extent
permitted by the laws of the Netherlands Antilles. Such indemnification also

includes payment of any costs which an indemnitee incurs because of claims
against the indemnitee. Fuel Tech 1is, however, not obligated to provide
indemnity and costs where it 1s adjudicated that the indemnitee did not act
in good faith in the reasonable belief that the indemnitee's actions were in
the best interests of Fuel Tech, or, in the case of a settlement of a claim,
such determination is made by the Board of Directors of Fuel Tech.

Fuel Tech carries insurance providing indemnification, under certain
circumstances, to all of its subsidiaries’ directors and officers for claims
against them by reason of, among other things, any act or failure to act in
their capacities as directors or officers. The current annual premium for
this policy is $203,000.

No payments have been made for such indemnification to any past or
present director or officer by Fuel Tech or under any insurance policy.
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OPTION GRANTS IN THE LAST FISCAL YEAR (1)
TO NAMED EXECUTIVE OFFICERS

Potential
Realizable Value
Number of % of Total of Assumed
Shares Options Exercise Annual Rates of
Underlying Granted to or Base Stock Price
Options Employees Price Expiration Appreciation for
Granted (#) in 2005 ($/Sh) Date Option Term
Name 5% 10%
Ralph E. 10,000 1.80% $5.995 6/3/15 37,702 95,545
Bailey
Steven C. 50,000 8.98% $8.46 12/6/15 266,022 674,153
Argabright
Vincent M. 30,000 5.39% $8.46 12/6/15 159,613 404,492
Albanese
Vincent J. 45,000 8.08% $8.46 12/6/15 239,420 606,738
Arnone
Stephen P. 40,000 7.18% 8.46 12/6/15 212,818 539,322
Brady
Nolan R. 20,000 3.59% $8.46 12/6/15 106,409 269,661
Schwartz

(1) Except the options granted to Mr. R. E. Bailey which are immediately
exercisable, 50% of the stock option awards listed above are first
exercisable on the second anniversary of grant and 25% of the awards on each
of the third and fourth anniversaries of grant. Fuel Tech has not
historically and did not in 2005 grant stock appreciation rights.
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AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR

AND FY-END OPTION VALUES
OF NAMED EXECUTIVE OFFICERS

Shares Number of Securities Value of Unexercised in-
Acquired Underlying Unexercised the-Money Options at
on Value Options at Fiscal Fiscal Year-End
Exercise Realized Year-End
Exercisable Unexercisable Exercisable Unexercisable

Name
Ralph E. - - 80,000 - 434,650
Bailey
Steven C. 100,000 $740,900 246,250 128,750 1,658,238 406,900
Argabright
Vincent M. 115,000 $651,300 72,500 77,500 514,163 246,050
Albanese
Vincent J. - - 55,000 98,750 349,369 286,100
Arnone
Stephen P. 20,000 S 89,200 151,250 98,750 1,022,200 303,950
Brady
Nolan R. - - 75,000 55,000 436,950 189,500
Schwartz

COMPENSATION AND NOMINATING COMMITTEE
REPORT ON EXECUTIVE COMPENSATION

Compensation Policies

Fuel Tech’s executive compensation policies are to pay competitive

salaries and annual incentive compensation, if earned,
stock option awards in appropriate amounts.
based on THE Board’'s knowledge of market conditions

business, and historical practice.
encourage performance,

Incentive compensation,
may be in the form of discretionary bonuses or

and to grant
Competitive salaries are

supplemented by
salary surveys as well as the position of each employee within the

intended to

participation by managers in the Fuel Tech, Inc. Management Incentive
Program. Fuel Tech stock option awards are made to provide a long-term

incentive to employees and to create a common

employees and its shareholders generally.

Compensation of Executive Officers - 2005

interest between the

The key components of Fuel Tech's executive compensation program

during the last fiscal year were base salary and stock option awards
under the 1993 Plan in the amounts shown above under the caption
“Executive Compensation.” Base salaries are fixed by the Board in its
discretion based upon historical levels, performance, ranking within
the officer group, amounts being paid by comparable companies, and Fuel
Tech’s financial position. Incentive compensation awards, when earned,
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are based upon Fuel Tech’s achievement of financial targets under an
annual profit plan and the individual officer’s Targeted Participation
Percentage. The financial performance achievement is based on a matrix
calculation involving revenues and earnings before interest and taxes.
Other adjustments are made as necessary to account for corporate,
business unit and individual performance. The financial performance
targets for 2005 were met and exceeded and $629,542 was paid to the
participants. The stock options are designed to provide additional
incentives to executive officers to maximize shareholder value. Through
the use of vesting periods, the option program encourages executives to
remain in the employ of Fuel Tech. In addition, because the exercise
prices of such options are set at the fair market value of the stock on
the date of grant of the option, executives can only benefit from such
options if the trading price of Fuel Tech's shares increases, thus
aligning their financial interests with those of the shareholders.

Compensation of Chief Executive Officer - 2005

The Chairman and Chief Executive Officer during 2005, Ralph E.
Bailey, 1is not an employee of Fuel Tech or of Fuel Tech, Inc. and
received directors’ fees and stock option awards for service in his
capacity as a director only.

In 2005, Mr. Argabright, President and Chief Operating Officer of
Fuel Tech, 1Inc., was paid a competitive base salary. A significant
portion of Mr. Argabright’s annual compensation in 2005 was based on
incentive compensation with a Targeted Participation Percentage of 40%
of base salary, under the 2005 MIP formula. Because of the Fuel Tech’s
performance, Mr. Argabright was allocated the MIP payout indicated in
the table under the caption above. Mr. Argabright was also awarded a
stock option effective December 6, 2005 for 50,000 shares at the
exercise price of $8.46 per share.

By the Compensation and Nominating Committee

S. Shaw, Chairman
Espinosa

S. Khanachet

D. Morrow

g n=<H4

This compensation report and the following performance graph shall
not be deemed incorporated by reference into any filing by Fuel Tech
under the Securities Act of 1933 or the Securities Exchange Act of
1934, except to the extent Fuel Tech specifically incorporates such
report.
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PERFORMANCE GRAPH

The following 1line graph compares (i) Fuel Tech’s total
return to shareholders per share of Common Stock for the
five vyears ended December 31, 2005 to that of (ii) the
Russell 2000 index, and (iii) the Dow Jones Pollution
Control 1Index for the period December 31, 2000 through
December 31, 2005.

Fuel-Tech N.V.
Stock Performance Graph
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Relationships With American Bailey Corporation

Ralph E. Bailey is Chairman and Douglas G. Bailey is President and
CEO of ABC; both are directors and shareholders of ABC. ABC is a sub-
lessee under Fuel Tech’s January 29, 2004 lease of its executive
offices. The lease expires in 2010. In 2005, ABC paid or reimbursed
Fuel Tech $118,000 for rent and certain lease related and
administrative expenses.

Clean Diesel Technologies, Inc. Management Services Agreement

Under an August 3, 1995 Management and Services Agreement with
Clean Diesel Technologies, Inc. (“CDT”), $71,000, $70,000 and $69,000
was paid to Fuel Tech, Inc. in 2005, 2004 and 2003 by CDT as
reimbursement principally for legal services provided to CDT by Mr.
Grinnell, an employee of Fuel Tech, Inc. and Managing Director of Fuel
Tech and a Director and Officer of CDT. Fuel Tech has a 7% equity
ownership interest in CDT’s issued and outstanding shares. Mr. Grinnell
will recuse himself from consideration of any transactions between Fuel
Tech and Clean Diesel that may be, or may appear to be, material to
either company.

Employment Agreements

Messrs. Albanese, Argabright, Arnone, D.G. Bailey, Brady, Norris
and Schwartz have employment agreements with Fuel Tech, Inc. effective
March 30, 1998 for Mr. Albanese; February 6, 1998 for Mr. Argabright;
May 22, 1999 for Mr. Arnone; January 1, 2004 for Mr. D. G. Bailey;
February 1, 1998 for Mr. Brady; February, 28, 2006 for Mr. Norris; and
January 1, 2004 for Mr. Schwartz. These agreements are for indefinite
terms, provide for disclosure and assignment of inventions to Fuel
Tech, Inc., protection of Fuel Tech proprietary data, covenants against
certain competition and arbitration of disputes. These employment
agreements are for terms of employment “at will” and do not provide for
severance payments. Under Mr. Norris’ agreement, however, he will be
entitled to continuation of base salary and benefits and MIP bonus
amounts earned under the plan for the year of termination for up to one
year or, sooner, on finding comparable employment, after involuntary
termination not for cause within one year of a "“Change of Control” as
defined in the 1993 Incentive Plan.

GENERAL
Section 16 (a) Beneficial Ownership Reporting Compliance

Fuel Tech believes that all reports required to be filed under
Section 16 (a) of the Securities and Exchange Act of 1934 for the year
2004 were timely filed except that Forms 4 due June 7, 2005 for Messrs.
R. E. Bailey and Morrow were filed July 15 and June 8, 2005,
respectively; and Form 4's due November 9, 2005 for Messrs. Albanese
and D.G. Bailey were filed November 14, 2005.



Other Business

Management knows of no other matters that may properly be, or are
likely to be, brought before the Meeting other than those described in
this proxy statement.

Shareholder Proposals

If other proper matters are introduced at the Meeting, the
individuals named as Proxies on the enclosed Proxy Card will wvote in
their discretion the shares represented by the Proxy Card. In order to
be presented for action at the Meeting, such matters must, under the
Articles of Fuel Tech, be in writing and received by the Board at the
above address of Fuel Tech or to the Secretary at Fuel Tech, Inc., 695
East Main Street, Stamford, Connecticut 06901 USA not later than the
close of business on Monday, May 22, 2006 in order to be presented for
consideration at the Meeting.

Proposals of shareholders intended for inclusion in the proxy
statement and proxy to be mailed to all shareholders entitled to vote
at the Annual General Meeting of Shareholders to be held in the year
2007 must be received in writing addressed to the Board of Directors at
the above address of Fuel Tech or to the Secretary at Fuel Tech, Inc.,
695 East Mailn Street, Stamford, Connecticut 06901 USA on or before
December 22, 2006 and, if not received by such date, may be excluded
from the proxy materials.

Communicating With the Board of Managing Directors

Any shareholder desiring to send a communication to the Board of
Managing Directors, or any individual Managing Director, may forward
such communication to the Corporate Secretary to the address provided
above for shareholder proposals. Under procedures fixed from time to
time by the independent directors, the Corporate Secretary will collect
and organize all such communications and forward them to the Board or
individual Managing Director.

FUEL-TECH N.V.

Charles W. Grinnell
Secretary
April 21, 2006



Schedule I

Fuel-Tech N.V.
Audit Committee Charter

The Board of Managing Directors (the “Board”) of Fuel-Tech N.V. (the

“Company”) has established from among its members an Audit Committee (the
“Committee”) with the composition, responsibilities, and duties described
below:

COMPOSITION

The Committee shall be comprised of not 1less than that number of
independent directors and financial experts who shall, in the opinion of the
Board, meet the requirements of applicable stock exchange rules and law and
regulations from time to time in effect. “Ex Officio” members of the
Committee shall not be included in the number of required independent
directors or financial experts, shall not vote and shall not attend executive
sessions. Appointment to the Committee shall not signify that the appointee
has a higher degree of liability than other directors.

RESPONSIBILITY

The Committee’s responsibility is to assist the Board in fulfilling its
fiduciary responsibilities as to accounting policies and reporting practices
of the Company. The Committee is authorized to retain persons having a special
competence as necessary to assist the Committee in fulfilling such
responsibility. Notwithstanding the terms of this Charter, it shall not be the
duty of the Committee to plan or conduct audits or to determine that the
Company’s financial statements are complete and accurate and are in accordance
with generally accepted accounting principles, that being the responsibility
of Management and the Independent Accountant. The Independent Accountant shall
report directly to the Committee in connection with issuing an audit report or
related work. The designation of any member of the Committee as a “financial
expert” 1s not intended and shall not be construed as imposing a higher degree
of individual responsibility, obligation or liability on such member or that
the duties, obligations or liabilities of the other members of the Committee
are decreased because of such designation.

ATTENDANCE

At all meetings of the Committee two independent members shall
constitute a gquorum. Asgs necessary, the Chairman of the Committee may request
members of Management and representatives of the Independent Accountant to be
present at meetings. Ex Officio members shall not attend executive sessions of
the independent directors except by invitation.

MINUTES

Minutes of the meetings of the Committee shall be prepared by the
Corporate Secretary, shall be sent to Committee members and to directors who
are not Committee members and, after approval by the Committee, shall be kept
with the minutes of the meetings of the Board.



DUTIES

1. For purposes of issuing an audit report or related work, the
Committee shall have sole authority to appoint the Independent Accountant;
oversee and evaluate the work of the Independent Accountant; approve the
compensation of the Independent Accountant; review and approve in advance all
matters concerning audit and non-audit services proposed to be performed by
the Independent Accountant; and review and approve any discharge of the
Independent Accountant.

2. Receive periodic written statements from the Independent Accountant
regarding its independence and delineating all relationships between it and
the Company, including fees for audit and non-audit services, and to discuss
such statements with the Independent Accountant, in accordance with applicable
statements of independence standards, law and regulations.

3. Review with Management and the Independent Accountant the scope and
general extent of the Independent Accountant’s proposed audit examinations
and, where applicable, annual independent evaluation of the Company’s
disclosure controls and internal controls.

4. Upon completion of the annual audit, the Committee shall review with
Management and the Independent Accountant the Company’s financial results for
the vyear; where applicable, the results of the Independent Accountant’s
evaluation of the Company’s disclosure controls and internal controls; and
discuss with the Independent Accountant the matters relating to the annual
audit required to be discussed by applicable statements on auditing standards,
law and regulations.

5. Discuss with the Independent Accountant matters relating to reviews
by the Independent Accountant of the Company’s unaudited interim financial
statements and periodic reports.

6. Discuss with the Independent Accountant the quality of the Company’s
financial accounting personnel and any relevant recommendations of the
Independent Accountant.

7. Review and approve all related party transactions and matters
apparently involving conflicts of interest regardless of amount.

8. Establish procedures for the receipt, retention and treatment of
complaints received by the Company regarding accounting, internal accounting
or disclosure controls or auditing matters; and the confidential anonymous
submission by employees of the Company of concerns regarding questionable
accounting or auditing matters.

9. The members of the Committee who are not “ex officio” members shall
act as a Qualified Legal Compliance Committee to receive reports of material
violations of the securities laws, breaches of fiduciary duty or similar
material violations from legal counsel representing the Company and practicing
before the Securities and Exchange Commission.

10. Review this Charter from time to time with a view toward
recommending revisions to the Board.

11. Perform such other duties as may be required by law, the Company’s
governing documents or the resolutions of the Board.
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