
“We strive to be a valued supplier and business partner. 
It is our goal to always demonstrate a clear financial return 
and help develop value for our customers.”
Debbie West: Product Manager, FUEL CHEM
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2002 2001 2000
Share Price Share Price Share Price

High Low High Low High Low

First Quarter $6.82 $4.50 $2.78 $1.25 $3.50 $1.84
Second Quarter 7.25 5.20 3.84 2.00 2.81 1.84
Third Quarter 6.64 3.95 3.70 2.01 2.62 1.87
Fourth Quarter 4.95 2.76 6.07 2.19 2.37 1.25

Fuel Tech, the stylized Fuel Tech logo, FUEL CHEM, NOxOUT and NOxOUT ULTRA are registered 
trademarks of Fuel Tech, Inc. ACUITIV is a trademark of Fuel Tech, Inc.
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The fuel that powers our business > > >

FUEL-TECH N.V. > > is our people

{  Annual Report 2002  }

{  Annual Report 2002  }

> > > 

> 

> 

> 

> 

> 



A Leader In...
Post-Combustion NOx Control Systems, 
Customized Fuel and Fireside Treatment Technologies, 
and Visualization Software for Computational 
Fluid Dynamics (CFD) Model Users.

On the cover – Kevin Dougherty: Director, Marketing & Sales Administration, Air Pollution Control
Background visuals are CFD flow visualizations from the ACUITIV™ software package.

Fuel-Tech N.V. Financial Overview

For the years ended December 31 2002 2001 2000 1999 1998

(in thousands of U.S. dollars, except share data)

Statement of Operations
Net sales $32,627 $17,672 $21,906 $33,325 $25,864
Selling, general and administrative and 11,687 9,873 9,305 9,691 8,927

other costs and expenses
Net income (loss) 3,057 (1,633) 415 3,008 539

Basic income (loss) per common share $ 0.16 $ (0.09) $ 0.02 $ 0.17 $ 0.03
Diluted income (loss) per common share $ 0.14 $ (0.09) $ 0.02 $ 0.16 $ 0.03
Weighted-average basic shares outstanding 19,350,000 18,592,000 18,396,000 17,752,000 15,680,000
Weighted-average diluted shares outstanding 22,437,000 18,592,000 19,621,000 19,335,000 17,437,000

At December 31

Balance Sheet Data
Working capital $13,947 $ 8,861 $12,542 $12,126 $ 9,047
Total assets 25,869 20,328 23,089 24,464 19,153
Total liabilities 9,064 7,193 8,522 10,773 8,837
Shareholders’ equity 16,805 13,135 14,567 13,691 10,316
Net tangible book value per share $ 0.64 $ 0.56 $ 0.59 $ 0.52 $ 0.45

Financial Highlights:
> Net sales increased 85% > Net income grew $4.7 million > Net cash flow from operations jumped 46% > Working capital increased 57%
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Shareholders’ Letter  }

Ralph Bailey

Steve Argabright Doug Bailey

Dear Shareholders,
Despite the considerable challenges facing the utility industry,
we are pleased to report that in 2002, we experienced sig-
nificant growth, increased market penetration and improved
results. These results are reflected in the past year’s perfor-
mance and are indicative of our continued commitment to pro-
vide long-term value and growth to our shareholders. 

In 2002, we reported sales of $32.6 million, compared with
$17.7 million in 2001. Net income for the year was $3.1 million,
or $0.14 per diluted share, compared with a net loss of $1.6 mil-
lion, or a loss of $0.09 per diluted share in 2001. We ended the
year with a strong balance sheet and $11 million in cash, provid-
ing us with the operating leverage to meet the increasing
demand for our technologies in 2003 and beyond.  

During the year, growth was primarily driven by an increase in
air pollution control revenues. With the litigation surrounding 
the State Implementation Plan (SIP) Call behind us, and a
May 2004 compliance deadline requiring significant NOx emis-
sion reductions from utility and industrial units, we are well posi-
tioned to benefit from the opportunities available. We continue
to further penetrate the NOx reduction market by adding new
customers and by converting orders for design engineering
services into full contracts for our NOxOUT® systems. 

Although the current financial situation affecting utilities has
caused them to delay capital expenditures, we are pleased to
announce that our air pollution control business performed well,
up 145% from last year. Looking forward, we expect these rev-
enues to continue to grow through 2006, beyond the deadline
for the SIP Call, as utilities, under significant financial con-
straints, look for low-capital solutions to reduce NOx. Recent
cancellations of Selective Catalytic Reduction systems (SCRs),
a capital-intensive competing technology, coupled with utilities’
delay in capital commitments has caused increased pricing
pressure on the NOx allowance trading market, making pur-
chasing allowances as a means of compliance a less financially
attractive alternative. With these new dynamics in play, we are
marketing our technology on a return on investment basis, in
which a customer’s investment can be recovered in a short 

period of time by selling excess allowances generated. We 
are very encouraged about this new marketing opportunity, and
already are in late-stage discussions with several utilities. 

During the year, several factors impacted our FUEL CHEM®

revenues causing them to fall short of expectations. First, high
oil prices and political uncertainties in the Middle East caused
some customers who burn oil to switch to gas. Second, a large
coal-fired utility customer’s quality of coal from their primary
source improved, temporarily alleviating the need for our
process. We view these issues as a temporary setback, and
expect these to reverse in 2003. Lastly, the economic state
faced by the utilities has caused the industry to cut back on
capital spending for new technologies. Our experienced sales
force is addressing this situation and working hard to show
our customers the high returns on investment that our
FUEL CHEM technology can achieve. 

We continue to be optimistic about the prospects for our
FUEL CHEM business. Highlighted by our patented Targeted
In-Furnace Injection (TIFI) technology, this product line is gaining
increased recognition as one of the most efficient and cost-
effective methods for controlling slagging and fouling in boilers
burning a variety of fuels. We are pleased by the results gener-
ated by this technology, as our customers have realized returns
on investments of over 500%. Throughout the year, our FUEL
CHEM team remained focused on reaching a greater number
of potential customers, especially owners of coal-fired boilers,
which represent a large unsold market with great opportunities.
During the year, we strengthened our U.S. sales force and we
are planning to penetrate the very large market in Mexico.

To further broaden our reach, we initiated talks regarding 
possible joint marketing relationships with several major coal
suppliers and companies involved in boiler cleaning and ash
removal. These relationships present an opportunity to realize
new synergies, and we are pleased to report that thus far we
have had positive discussions that we anticipate will lead to
new partnerships. 



Achievements:
Much was accomplished in 2002. During the year, we experi-
enced record bookings, in excess of $24 million, for the installa-
tion of our NOx reduction systems. We also received our largest
sale ever — a single utility contract for $10 million — for the turn-
key installation of our NOxOUT process, a state-of-the-art NOx
reduction technology. We successfully introduced our NOxOUT
ULTRA® product, with a demonstration on a gas-fired unit and
sales on two gas-fired turbines and one coal-fired unit, proving
the commercial viability of our process against our competitors.
In addition, we formed a strategic alliance with a large Western
utility for the use of our TIFI technology for controlling slagging
and fouling in boilers. We are pleased to be chosen as their part-
ner, and view their commitment to use our technology as a
strong endorsement.

Additionally, we made good progress in 2002 in strengthening
our international presence. We executed a Memorandum of
Understanding with a major architectural and engineering firm
in Italy for our NOxOUT ULTRA process and received our first
FUEL CHEM order from China. We also had significant new
FUEL CHEM business in the Caribbean, using a new hybrid
technology for which we have applied for a patent. Interest in
our FUEL CHEM technologies continues to grow in Europe and
Asia, particularly in western Europe where there is an increased
interest in our TIFI technology on coal-fired units. We are very
pleased with our progress overseas and anticipate increased
penetration of our FUEL CHEM and NOxOUT ULTRA tech-
nologies in 2003 and beyond.

We also made significant progress in our ACUITIV™ (formerly
Virtual Vantage™) business during the past year. The ACUITIV
product is based on internally developed software for the virtual
reality-based visualization of complex Computational Fluid
Dynamics (CFD) modeling data. While we have long used this
advanced technology in our air pollution control and FUEL
CHEM businesses, we leveraged our existing infrastructure
and commercialized the product during the year. Recently, we
upgraded the software, making it available for use with
Windows 2000, in addition to UNIX and Linux operating sys-
tems, as well as on a laptop. This was a significant accomplish-
ment as we were the first to deliver to market a visualization
solution software product that meets this requirement. Looking
forward, we expect increased penetration in our target markets
as we continue to grow the business, as well as look for alliances
and strategic partnerships to broaden our opportunities.  

During the year, we were also pleased that our shares qualified
to move from the Nasdaq Small Cap Market to the Nasdaq
National Market. This move represented an important milestone
in our efforts to increase shareholder value by broadening our
exposure to the investment community. Additionally, at the
December Board Meeting, Douglas Bailey, President and CEO
of American Bailey Corporation, was elected Deputy Chairman
of Fuel-Tech N.V. 

Conclusion:
Our strong performance during the past year is a credit to the
hard work and dedication of our employees. They are our great-
est asset and the key to our success, and will continue to fuel
our growth in the future. This unique and talented team, whose
interests are aligned with the shareholders, is focused on build-
ing a company of increasing value. Our willingness and ability 
to overcome, at times, seemingly overwhelming challenges has
been demonstrated, and we remain focused on building an
enterprise in which we can all take pride. 

We thank you for your continued support.

Sincerely,

Ralph E. Bailey, 
Chairman and Chief Executive Officer

Douglas G. Bailey, 
Deputy Chairman

Steven C. Argabright, 
President and Chief Operating Officer

{ Fuel Tech / AR02 }
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{
Our People  }

“Building shareholder value is our primary focus. 
We are committed to providing long-term value and 
growth to our shareholders.”
Tracy Krumme: Director, Investor Relations



“Fuel Tech’s culture inspires us to come up 
with new ideas. Management fosters 
creativity and motivates us to think outside of the box.”
Dr. William Sun: Vice President, Engineering & Technology
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“I’m excited to be part of the ACUITIV development team.
We have delivered a unique and powerful visualization solution
that sets us apart from our competitors.”
Dr. Karen Chess: Manager, Applied Computing



REGULATORY DRIVEN BUSINESS
Fuel Tech is a leader in air pollution control technologies, 

and has developed an impressive line of patented, state-of-the-art processes based on those 

technologies. The Company’s nitrogen oxide (NOx) 

reduction systems are installed on over 300 units around the world. 

Effective
30–70%

NOx Reduction

Low All-In Capital Cost
$5–30

Per Kilowatt

{ Fuel Tech / AR02 }

Regulatory impact on business 
moving forward

2003
SIP Call

2004
SIP Call

2008?
Clear Skies
Initiative 
East Region

2008?
Clear Skies
Initiative 
West Region



{ page / 7}

Given current market conditions and the requirement for significant NOx reductions by May 2004
under the State Implementation Plan (SIP) Call, we are pleased that we are in a position to offer
utilities and industrial facilities cost-effective, low-capital solutions that allow them to achieve a
low cost per ton of NOx removed. We remain focused on building our position as a leading
provider of NOx reduction systems.

New Marketing Opportunity…Return on Investment (ROI) Sale
The current market, including the cancellations of high capital cost Selective Catalytic Reduction
(SCR) projects and the current increase in price of NOx allowances, has created an opportunity
for us to sell our technologies on an ROI basis. As NOx allowance prices increase, purchasing
allowances as a means of compliance will be a less financially attractive alternative. As a result,
we see an opportunity to supply NOxOUT systems as a cost-effective option compared with
going to the NOx allowance market. Using this ROI approach, customers can in many cases
recoup their capital investment within two to three years by selling surplus credits or allowances
generated. Fuel Tech offers to deploy permanent NOxOUT systems with this approach, as well
as temporary systems to alleviate NOx allowance shortages for the customer in the short term.

Latest NOx Reduction Development…NOxOUT ULTRA®

NOxOUT ULTRA, which is complementary to the Company’s broad offering of superior NOx
reduction technologies, provides for the safe and cost-effective conversion of urea to ammonia
on site for use as a reagent in the selective catalytic reduction of NOx. Especially important is
the technology’s ability to undertake the conversion process on site, effectively eliminating 
the transport and storage of ammonia, a hazardous substance. During the year, we successfully
introduced and commercialized the technology, resulting in a demonstration on a gas-fired 
turbine, as well as sales on two gas-fired turbines and a large pulverized coal-fired utility boiler.
We are pleased to have penetrated both markets and are confident that our proprietary tech-
nology is well suited to take advantage of the opportunities in this large segment. With significant
interest both domestically and abroad, we will continue to aggressively market this process.

Future Regulations and Prospects
The SIP Call, which affects utilities and large industrial units in19 states, calls for significant NOx
reductions of 85% from 1990 levels by the mandated May 31, 2004 deadline. Given the current
financial situation affecting utilities, which has caused them to delay capital expenditures, we
expect our business and revenues to grow through 2006 as utilities look for low-capital solutions
to reduce NOx. In addition, prospects for new regulations west of the SIP Call region will be
framed by President Bush’s Clear Skies Initiative or a similar legislation, which should be imple-
mented before the end of the decade, creating the need for NOx reductions in the remainder of
the United States. These regulations, as well as additional international regulations, should have a
significant positive impact on our business, through at least the middle of the next decade.

NOxOUT® TECHNOLOGIES

Vince Albanese
Senior Vice President, Air Pollution Control

{
Review

 of Operations  }



� �
Central Southern Appalachia Illinois Basin

� � � �
Northern Appalachia Powder River Basin Rocky Mountain West Other Regions

FUEL CHEM sales team is poised to 
penetrate the entire utility coal market

NON-REGULATORY DRIVEN BUSINESS
FUEL CHEM offers customized fuel and fireside treatment programs 

to keep boilers and furnaces operating more efficiently and reliably. Our unique technologies are designed

to provide slag and corrosion control, enhance combustion and reduce opacity.
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Potential to Develop ROI of
500%

Domestic Market Opportunity of 
$200M
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Types of coal 
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FUEL CHEM®

Patented Targeted In-Furnace Injection (TIFI) Technology
Fuel Tech’s TIFI program utilizes advanced Computational Fluid Dynamics (CFD) modeling 
techniques to ensure that active chemicals reach problem areas, thereby significantly reducing or
eliminating slagging and corrosion concerns. Historically, these concerns have created multiple
problems for utilities that include the following: loss of efficiency and power production, derating,
extremely high soot-blowing requirements, tube erosion, boiler damage due to falling slag, difficult
cleanings, and furnace fouling that can result in costly shutdowns. By utilizing Fuel Tech’s TIFI
technology, utility companies can maintain cleaner furnace conditions even as higher percentages
of less expensive, lower-grade fuels are utilized at their power plants. Using this technology, utility
companies can also achieve a substantial return on their investment over a short period of time.

Continued Penetration of Coal-Fired Electric Utility Industry
Our goal is to continue to focus on enhancing our presence in important market segments, 
especially among the coal-fired electric utility industry, the largest opportunity for growth. Over 
the next three to five years, it is expected that the size of the market for Powder River Basin and
other western coals will increase, thereby increasing the demand for our technologies. 

To that end, Fuel Tech continues to take necessary steps to capitalize on the meaningful growth
opportunities that exist. Even in difficult market conditions, we have invested money in order 
to grow the business. We expanded the sales force and hired four new sales people with a com-
bined 75 years of boiler-related experience. We continue to be a long-standing member of the
American Coal Council and present technical papers on our technology at various conferences.
More importantly, we have been exploring relationships with coal companies and other organiza-
tions that would significantly lower the barriers to entry in this market. Strong synergies exist here,
and strategic partnerships would benefit both parties. 

Significant interest exists overseas, and we have been successful in turning that interest into
orders. During the year, we received a purchase order for our design engineering services for a
coal-fired utility in Italy, and we received our first major FUEL CHEM order for the treatment of
heavy fuel oil-fired combustion turbines in China. Additionally, significant opportunities exist in
Mexico, and we have prioritized our efforts to enter that market as soon as possible.

The positive results from these actions, coupled with our enhanced sales and marketing initia-
tives, should lead to impressive growth in the years ahead as we anticipate announcing a mean-
ingful number of contracts in the near future.

Steve Brady
Senior Vice President, Fuel Chemicals Sales & Marketing
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EMERGING BUSINESS
Formerly Virtual Vantage, ACUITIV software is used for the visualization of 

Computational Fluid Dynamics (CFD) datasets. The software allows users to get the most out of their 

3D visualization software, resulting in more 

effective decision making and an accelerated return on investment.

Goal
Become Dominant Player 

in Visualization Software Market

World-Wide CFD 
Visualization Market Opportunity

$60M

{ Fuel Tech / AR02 }

Acuity (uh-KYOO-it-tee): Acuteness of perception or vision; sharpness.
Intuitive (in-tu-i-tiv): Seeing clearly; 

as, easily understood; intuitive vision or understanding.  

Aerospace

Defense

Automotive

ACUITIV

Chemical 

Energy

Medical



ACUITIV™

A Truly Interactive 3D World Built by Industry Experts
The visualization of Computational Fluid Dynamics (CFD) datasets is a powerful tool for problem
solving, engineering design, and communication of results to decision makers and non-CFD
experts. Visualization is emerging as a key technology to support scientific, medical and industrial
advancements in the twenty-first century. No other technology offers more potential for perfect-
ing processes, improving products, reducing design-to-manufacturing cycle time, and reducing
overall development costs. 

As a company, Fuel Tech was one of the first to embrace virtual reality as a practical engineering
design tool. Without a powerful visualization tool like ACUITIV software, it is often difficult to 
recognize the existence of problems or inefficiencies. The ACUITIV approach makes it possible 
to gain a quick, intuitive understanding of the critical flow, pressure, temperature, and species
parameters that are driving a process in a matter of minutes. Unlike traditional products, ACUITIV
software envelopes the operator in the 3D space completely. There is no need to exit the 3D envi-
ronment to change parameters or viewpoints. Users can move into their data and view it from a
first-person perspective to reap the benefits expected from a visualization tool.

Recent Developments
Commercialized and upgraded in 2002, the ACUITIV software is available for use with
Windows 2000, UNIX and LINUX operating systems. The product works the same on all plat-
forms, from a laptop or desktop to the most sophisticated immersive display environments, 
with no need for custom programming. This is a significant accomplishment as ACUITIV is the
first visualization software product to meet this requirement. Going forward, it is our goal to
continue to listen to our customer base and further develop the product with features and
functions requested.

Increased Penetration in Markets Served
We look to increase our worldwide penetration in the automotive, aerospace, energy, defense,
chemical and medical industries. There is a large unsold market available, which we have the abil-
ity to tap. Significant interest has been generated abroad, and we have hired a distributor to cover
Germany, Austria, Switzerland, Netherlands and Luxembourg. We will continue to form strategic
alliances and look for partnerships to further our growth.

{ page / 11 }

Bill Panepinto
General Manager, Software Products
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{ Fuel Tech / AR02 }“Fuel Tech has tight financial controls in place. 
We have a strong balance sheet and a low-capital, 
high margin business.”
Vince Arnone: Financial Director & Controller
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“We strive to be a valued supplier and business partner. 
It is our goal to always demonstrate a clear financial return 
and help develop value for our customers.”
Debbie West: Product Manager, FUEL CHEM
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“We strive to be a valued supplier and business partner. 
It is our goal to always demonstrate a clear financial return 
and help develop value for our customers.”
Debbie West: Product Manager, FUEL CHEM
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Director and Deputy Chairman;
President and 
Chief Executive Officer, 
American Bailey Corporation

Miguel Espinosa
Director; President and Chief
Executive Officer, 
The Riverview Group, LLC

Charles W. Grinnell
Director, Vice President, 
General Counsel and 
Corporate Secretary

Samer S. Khanachet
Director; President of 
United Gulf Management, Inc.

Scott M. Schecter
Vice President, 
Chief Financial Officer 
and Treasurer

John R. Selby
Director and Chairman of
Compensation Committee

Thomas S. Shaw, Jr.
Director and Chairman of Audit
Committee; President and 
Chief Operating Officer, Conectiv

Tarma Trust Management N.V., 
A Netherlands Antilles 
trust company

Corporate Information
Fuel-Tech N.V.
Castorweg 22-24 
Curaçao, Netherlands Antilles
599-9-4613754
599-9-4616501 (Fax)
www.fueltechnv.com

Principal Subsidiaries
and Affiliated Companies
Fuel Tech, Inc.
300 Atlantic Street
Stamford, Connecticut 06901
203-425-9830
203-425-9823 (Fax)
www.fueltechnv.com

512 Kingsland Drive
Batavia, Illinois 60510-2299
630-845-4500
630-845-4501 (Fax)

Fuel Tech SrL
Centro Direzionale
“Le Torri”
Via Marsala, 34/A
21013 Gallarate (Varese)
Italy
39.0331.701110
39.0331.701099 (Fax)

Annual General 
Shareholders’ Meeting
May 28, 2003 at 10:00 A.M.
Castorweg 22-24
Curaçao, Netherlands Antilles

Independent Auditors
Ernst & Young LLP
Chicago, Illinois

Transfer Agent 
and Registrar
Mellon Investor Services LLC
85 Challenger Road
Ridgefield Park, 
New Jersey 07660
800-370-1163
www.melloninvestor.com

Investor Relations
Shareholder inquiries should be
directed to:
Tracy H. Krumme
Director, Investor Relations
203-425-9830
tkrumme@fueltechnv.com

Stock Information
The Company’s shares are listed on The NASDAQ Stock Market, Inc.
(Symbol:  FTEK). High and low share prices are as follows:

2002 2001 2000
Share Price Share Price Share Price

High Low High Low High Low

First Quarter $6.82 $4.50 $2.78 $1.25 $3.50 $1.84
Second Quarter 7.25 5.20 3.84 2.00 2.81 1.84
Third Quarter 6.64 3.95 3.70 2.01 2.62 1.87
Fourth Quarter 4.95 2.76 6.07 2.19 2.37 1.25

Fuel Tech, the stylized Fuel Tech logo, FUEL CHEM, NOxOUT and NOxOUT ULTRA are registered 
trademarks of Fuel Tech, Inc. ACUITIV is a trademark of Fuel Tech, Inc.
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The fuel that powers our business > > >

FUEL-TECH N.V. > > is our people
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