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FUELCELL ENERGY, INC.
3 Great Pasture Road, Danbury, CT 06813
203-825-6000

February 21, 2006

Dear Shareholder:
You are cordially invited to attend the Annual Magtof Shareholders of FuelCell Energy, Inc. (“Foell”), which will be held o

Tuesday, March 28, 2006 at 10:00 A.M., at the Sbar®anbury Hotel located at 18 Old Ridgebury Rdaanbury, Connecticut. The forn
Notice of Annual Meeting and Proxy Statement, fulgscribing the matters to be acted upon at theingeeppear on the following pagt

The Board of Directors recommends the approvahefaroposal being presented at the Annual Meeting of Sharehsldg being i
the best interest of FuelCell. We urge you to rb@dProxy Statement and give these proposal sgareful attention.

Your vote is important regardless of the numbesludres you own. Whether or not you plan to atteednteeting, please take
time to vote in one of these ways:

» Via Internet - visit the web site noted on yourxyeard to vote via the Internet.
» By telephone - call the toll-free telephone numtreryour proxy card to vote by phone.
« By mail - fill in, sign and date the enclosed praard and return it promptly in the postage-paidetope.

You may attend the meeting and vote in person éwsu have previously voted by proxy in one of theee ways listed above.

Sincerely yours,

Jerry Leitman
Chairman of the Board of Directors
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NOTICE OF 2006 ANNUAL MEETING OF SHAREHOLDERS
TO THE SHAREHOLDERS OF FUELCELL ENERGY, INC.:

NOTICE IS HEREBY GIVEN that the Annual Shareholddveeting of FuelCell Energy, Inc. (the “CompanyWijll be held at th
Sheraton Danbury Hotel located at 18 Old Ridgelfitwgd, Danbury, Connecticut on Tuesday, March 28624 10:00 a.m. Eastern Stanc
Time for the following purposes:

1. To elect ten (10) directors to serve for the ergyiwar and until their successors are duly eleatetiqualified ;
2. To ratify the selection of the independent regeiguublic accounting firm for fiscal year 2006;

3. To adopt the 2006 FuelCell Energy, Inc. Equity itoee Plan; and

4. To transact such other business as may properlg ¢mfore the Meeting or any adjournment thereof.

Shareholders of record at the close of businedsbnuary 6, 2006 are entitled to notice of anddie\at the meeting.

If you plan on attending the meeting, please call #elCell at (203) 8256102. Directions to the Sheraton Danbury Hotel al
available on the Company’s web site avww.fuelcellenergy.com

Your attention is directed to the attached Proxy Sdtement. If you do not expect to be present at thmeeting, please vote yol
shares via the Internet, by touchtone telephone dill in, sign, date and mail the enclosed Proxy agromptly as possible in order to sav
the Company further solicitation expense. There ignclosed with the Proxy an addressed envelope fohigh no postage is required |
mailed in the United States.

BY ORDER OF THE BOARD OF DIRECTORS

JOSEPH G. MAHLER
CORPORATE SECRETARY

Danbury, Connecticut
February 21, 2006




PROXY STATEMENT
This Proxy Statement is furnished to the sharemsldeFuelCell Energy, Inc. (the “Company) connection with the solicitation
proxies by the Board of Directors of the Companipéovoted at the 2006 Annual Meeting of Sharehslde “Annual Meeting”and at an
adjournment thereof. The Annual Meeting will be chelt the Sheraton Danbury Hotel located at 18 Oidgébury Road, Danbu
Connecticut on March 28, 2006 at 10:00 a.m. Easiéandard Time. The Company is a Delaware corporati

The approximate date on which this Proxy Stateraadtthe accompanying proxy card are first being segiven to shareholders
February 21, 2006.

PROPOSAL NO. 1 - ELECTION OF DIRECTORS

Ten directors are to be elected at the Annual Mgegach to hold office until the next annual megif shareholders and unt
successor is elected and qualified. It is the itdenof the persons named in the enclosed formrafyto vote, if authorized, the proxies
the election as directors the ten persons namedvbed nominees. All of the nominees are preseettlirs of the Company. If any nomi
declines or is unable to serve as a director (whgatot anticipated), the persons named as prog&erve full discretion to vote for any ot
person who may be nominated.

Vote Required

The affirmative vote of a majority of the votestafiders of the Common Stock present in person qrbyy at the Meeting is required to e
each nominee as director of the Company for Prdpdsal.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THE PROPOSAL TO ELECT THE
TEN NOMINEES LISTED BELOW AS DIRECTORS OF THE COMPA NY.

The following table sets forth certain informatifam each nominee for election as a director.

DIRECTOR
NAME AGE PRINCIPAL OCCUPATION SINCE
Jerry D. Leitman 63 Mr. Leitman has served as Chairman of the Boarcesiune 200 1997

Mr. Leitman was President from August 1997 to Seyéer 200!
and Chief Executive Officer from August 1997 to Jary 200€
Mr. Leitman was previously President of Jaydell.|rec personi
investment corporation from 1995 to 1997. From 18®21995
Mr. Leitman was President of Asea Brown Bov&(ABB) globa
air pollution control businesses. Prior to joinidBB, Mr. Leitmar
was Group Executive Vice President of FLAKT AB, weglist
multinational company, responsible for FLAKS worldwide
industrial businesses from 1989 to 1992. Mr. Leiinmsa also
Director and Chairman of the Compensation Committd
Esterline Technologies, Inc and is a Director ofrdde Powe
Systems, Inc.




NAME

AGE

PRINCIPAL OCCUPATION

DIRECTOR
SINCE

R. Daniel Brdar

Warren D. Bagatelle

Michael Bode

46

67

61

Mr. Brdar has been President since August 2005 @hebi
Executive Officer since January 2006. Mr. Brdargvously
FuelCell Energy's Executive Vice President and COiperating
joined the Company in 2000. Mr. Brdar held manage
positions at General Electric Power Systems frori71& 200!
where he focused on new product introduction progrand we
product manager for its gas turbine technology. Birdar wa
Associate Director, Office of Power Systems Proddahagemel
at the U.S. Department of Energy where he held retyaot
positions from 1988 to 1997 including directing thesearct
development and demonstration of advanced powetersy
including gas turbines, gasification systems amd ¢ells.

Mr. Bagatelle has been a Managing Director of Ld&rtner
Corporation since 1988 and a general partner oblloeestors Cc
LXXV, an investment partnership and an affiliateLafeb Partnel
Corporation. Mr. Bagatelle is a Director of Electemergy, Inc
and VirtualScopics, Inc.

Mr. Bode became Chief Executive Officer of MTU CBGlution:
GmbH, a company of Daimler Chrysler, AG, in Janu2093. Mr
Bode was Executive Vice President and Director ltd Nev
Technology Group of MTU Friedrichshafen GmbH frouatyJ199:
to February 2003. From 1990 to 1993 Mr. Bode wase
President and Director of the New Technology grofithe Spac
Transportation and Propulsion Systems division ofutSch
Aerospace AG a subsidiary of Daimigenz Corp. Mr. Boc
joined Messerschm-Bolkow-Blohm GmbH in 1974, where
held a variety of positions. Mr. Bode serves asi@dior of Bl
New Energy Solutions.

* SeeCertain Relationships and Related Transacti(pege 14).

2005

1988

1993




NAME

AGE

PRINCIPAL OCCUPATION

DIRECTOR
SINCE

James D. Gerson

Thomas L. Kempner

William A. Lawson

Charles J. Murphy

62

78

72

58

Mr. Gerson is a private investor. He was Vice Riesi o
Oppenheimer & Co. (formerly Fahnestock & Co., In&rfgm
March 1993 until April 2003, where he held a varief position:
in the corporate finance, research, and portfolimagement are:
Mr. Gerson also serves as a Director of Americanwef
Conversion Corp. and Ciprico, Inc. and is Chairméathe Boar:
of Evercel, Inc.

Mr. Kempner has been Chairman and Chief Executiffeeéd of
Loeb Partners Corporation since 1979 and a gemamwher o
Loeb Investors Co. LXXV, an investment partnershipd ai
affiliate of Loeb Partners Corporation. Mr. Kemprier also
Director of IGENE Biotechnology, Inc.,Intermagnetics Gene!
Corporation, Dyax Corporation, Intersections, land Directo
Emeritus of Northwest Airlines, Inc.

Mr. Lawson has been President of W.A. Lawson Asdesi a
industrial and financial consulting firm, since T98&r. Lawson i
past Chairman of the Board of Directors of Newdtoc,

Mr. Murphy is currently a Senior Advisor at Creduisse Firs
Boston as well as an Adjunct Professor at NYU'srS&chool o
Business. Over the last several years he has wakea seni
investment banker/advisor at Allegheny Energy, Mdrynch anc
J.P. Morgan, specifically in the energy, power aederg
technology areas. From 1976 to 1996, Mr. Murphy vea
investment banker at Credit Suisse First Bostonrevie was
member of the Executive Board, the head of the &ldtguity
Department and co-head of the Investment BankingpBDment.

1992

1988

1988

2002




DIRECTOR
NAME AGE PRINCIPAL OCCUPATION SINCE

George K. Petty 64 Mr. Petty was President and Chief Executive OfficérTelus 2003
Corporation, a Canadian telecommunications comptros 199:
to 1999. Previously, he was Vice President of Gldbasines
Service for AT&T and Chairman of the Board of WoRdrtners
the Global Telecom Alliance. Mr. Petty is a Diractd Enbridge
Inc., Enbridge Energy Partners, L.P, Enbridge Ey
Management, Inc. and Enbridge Energy Company, Inc.

John A. Rolls 64 Mr. Rolls has been President, Chief Executive @ffiand 2000

principal investor in Thermion Systems Internatiosimce 199¢
He is a Director and Chairman of the Audit Comneittd Bowate
Inc. and of MBIA Inc. Mr. Rolls was President anchi€f
Executive Officer of Deutsche Bank North Americanfr 199:
through 1996. From 1986 through 1992, Mr. Rolls \Eagcutive
Vice President and Chief Financial Officer for U
Technologies Corp. Previously, he was Senior Vigesident an
Chief Financial Officer of RCA Corporation.

Jerry D. Leitman has been nominated as a directcauant to his employment agreement. See “Employwgreements.”
Mr. Petty serves as the designee of Enbridge Ebiidge). The Company has agreed to allow Enbridgeominate one member
the Companys board of directors satisfactory to the Companiprag as Enbridge holds preferred shares of FUEEI®rgy, Ltd, a subsidia

of the Company.

Effective February 1, 2006, Thomas R. Casten resigrs a member of the Board of Directors of FuélExdrgy, Inc.




BOARD OF DIRECTORS AND COMMITTEES

The Board of Directors held nine meetings during fiacal year ended October 31, 2005. Each direattended at least 75% of
meetings of the Board of Directors and Board cong®a# of which he was a member during the perioddmeed as director, except
Michael Bode who lives in Germany.

Independent Directors

The Board of Directors has determined that theofaithg members of the Board are independent directs such term is definec
Nasdaq Rule 4200(a)(15): Warren D. Bagatelle, JdmeSerson, Thomas L. Kempner, William A. Lawsora@les J. Murphy, George
Petty and John A. Rolls. The independent direatwest from time to time in executive session withihet other members of the Board.

Executive Committee

The Board of Directors has an Executive Commiteepmrised of Messrs. Rolls (Chairman), Kempner, hait, and Murphy. Tt
Executive Committee, which held no meetings dufisgal 2005, is authorized to exercise the genpoalersof the Board managing t
business and affairs of the Company between meetihthe Board of Directors.

Nominating and Corporate Governance Committee

The Board of Directors has a Nominating and Congo@overnance Committee comprised of Messrs. Kem{&igairman), Roll
Murphy and Gerson. The Committee held one meeliming fiscal 2005 The members of the Committee are all independieattors unde
applicable Nasdaq rules. Members of the Nomina@mnmittee are appointed by the Board of Directoihe principal dutiesof the
Nominating ancCorporate Governance Committee (the “Nominating @dttee”), in its capacity as a committee of the Bbaf Directorsare
to (i) identify individuals qualified to become memberstod Board of Directors and recommend the persoie thominated by the Board
Directors for election as directors at the annuegtimg of stockholders, (ii) review the Compagbrporate governance principles, asses
recommend to the Board for its consideration aranges deemed appropriate, (iii) periodically revidiscuss and assess the performan
the Board and any Committees of the Board, (iviengvthe Boards committee structure and make recommendationsediull Boart
concerning the number and responsibilities of Basothmittees and committee assignments, and (vpdieslly review and report to t
Board regarding any questions of possible conflmtsinterest or related transactions involving Bbamembers or members of sel
management of the Company. The Nominating CommétEharter adopted by the Board of Directors ischttd as Annex A to this Pra
Statement.

The Nominating Committee will consider nominees foe Board of Directors recommended by stockholdsieminations b
stockholders must be in writing, must include thlk iame of the proposed nominee, a brief desoniptif the proposed nominaebusines
experience for at least the previous five years, arrepresentation that the nominating stockhoislexr beneficial or record owner of
Companys common stock. Any such submission must also benaganied by the written consent of the proposedinee to be named a
nominee and to serve as director if elected. Notiuina must be delivered to the Nominating Committethe following address:




Nominating and Corporate Governance Committee
FuelCell Energy, Inc.

c/o Corporate Secretary

3 Great Pasture Road

Danbury, CT 06813

The Nominating Committee is required to review galifications and backgrounds of all directors aondhinees (without regard
whether a nominee has been recommended by stoethplds well as the overall composition of the idaat Directors, and recommen
slate of directors to be nominated for electionthat annual meeting of stockholders, or, in the @ds® vacancy on the Board of Direct
recommend a director to be elected by the Boafill tuch vacancy.

Audit and Finance Committee

The Board of Directors has audit and Finance Committee comprised of Messrgs@e(Chairman), Bagatelle and Murphy.
principal duties of the Audit and Finance Commit{dee “Audit and Finance Committee”) are to over§@enanagemens conduct of th
Companys financial reporting process, including reviewthg financial reports and other financial inforratprovided by the Company ¢
the Company’s systems of internal accounting amatial controls, (ii) the Company’s independertiguis’ qualifications and independer
and the audit and non-audit services provided ¢oGbmpany, and (iii) the performance of the Comfmimdependent auditor§he Audi
and Finance Committee shall also assist the Boapdadviding oversight as to the Compasjinancial and related activities, including caj
market transactions and other matters requiredsb€harterThe Audit and Finance Committee held nine meetohging fiscal 2005. Tr
Audit and Finance Committegreport appears on page 22 and the Charter adbptéte Board of Directors is attached as Annex Bhis
Proxy Statement.

Each of the Audit and Finance Committee membersfie the definition of independent director amsdfinancially literate ¢
established in the NASDAQ Listing Standards. Incadance with Section 407 of the Sarbafedey Act of 2002, the Board has identif
Warren D. Bagatelle as the Audit and Finance Coieeli "Financial Expert."

Compensation Committee

The Board of Directors has a Compensation Commdterprisedof Messrs. Lawson (Chairman), Rolls and Petty. Toenmittet
held seven meetings during fiscal 2005. The memtiietise Committee are all independent directorsenragplicable Nasdaq rules. Memt
of the Compensation Committee are appointed bytsrd of Directors.

The Compensation Committee is responsible for implting and reviewing executive compensation plpabgies and programs
an effort to ensure the attraction and retentioaxafcutive officers in a reasonable and @ffgetive manner, to motivate their performanc
the achievement of the Company’s business objectarel to align the interests of executive officeith the longterm interests of tt
Companys shareholders. To that end, it is the resportsibifi the Compensation Committee to develop andampperiodically a genel
compensation policy and salary structure for exeeutfficers of the Company, which considers busénand financial objectives, indus
and market pay practices and/or such other infaomads may be deemed appropriate. It is also thporesibility of the Compensati
Committee to review and recommend for approvaliey independent directors of the Board the compmemséalary, bonus and incent
compensation) of the Chief Executive Officer of thempany and review and approve the compensatalarys bonus and other incent
compensation) of the other executive officers & @ompany; review and approve perquisites offeveexecutive officers of the Compa
review and approve corporate goals and objectiedsvant to the compensation of executive officefsthe Company and evalui
performance in light of the goals and objectivey] aeview and approve all employment, retention senkrance agreements for exect
officers of the Company. The Compensation Commitegews the management succession program foCtiief Executive Officer ar
selected executive officers of the Company.
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The Compensation Committee also acts on behalfeoBbard in administering compensation plans apatdoy the Board and/or t
shareholders of the Company, in a manner consistéghtthe terms of such plans (including, as agtlle, the granting of stock optio
restricted stock, stock units and other awards,thadeview of performance target goals establidgiefdre start of the relevant plan year
determination of when performance goals have behieeed at the end of the plan year); reviews aallas recommendations to the Bc
with respect to new compensation incentive plarsexjuitybased plans; and reviews and make recommendatichs Board on changes
major benefit programs of executive officers of @@mpany.

Compensation Committee Interlocks and Insider Parttipation

Decisions regarding executive compensation arecipatly made by the Compensation Committee, whilsdmposed of Mess
Lawson, Rolls and Petty. The Compensation Committggews and recommends for approval by the indégeinmembers of the Board
Directors the compensation (salary, bonus and dtrgterm incentives) of the Chief Executive OfficertbE Company and reviews ¢
approves the compensation (salary, bonus andtkenmg-incentives) of the other executive officerdhed Company. The Company has bc
short and long term incentive compensation plare Tompensation Committee is responsible for themaeendation to the independ
directors of the Company of incentive awards to @neef Executive Officer of the Company under thi@ng and the approval of incent
awards to the other executive officers of the Campander the plans. No member of the Compensatiomrfiittee was an officer
employee of the Company during the fiscal year dridetober 31, 2005. Mr. Petty is a member of tharBmf Directors of Enbridge, Inc.
distributor of the Company (refer taCertain Relationships and Related Transactiohsfow).

INFORMATION RELATED TO DIRECTORS AND EXECUTIVE OFFI CERS
Director Compensation

The Board approved a new compensation and benmefjtam for nonemployee directors, which went into effect in tbarth quarte
of fiscal 2005. In recommending this program to Beard, the Nominating and Corporate Governance rgittee was guided by t
following goals: compensation should fairly payediors; compensation should align directors’ irgerewith the longerm interests «
shareholders; and the structure of the compensstiounld be simple, transparent and easy for shiatefsato understand.

Each Board member not employed by the Companysaaffiliates, is paid a retainer fee of $25,000 aenum. Michael Bode
employed by MTU CFC Solutions, an affiliate, anerdfore receives no compensation. Committee Chairfaas are $12,500 for 1
Compensation Committee and Audit and Finance Coteeniand $7,500 for the Executive and Nominating @dtaes. Nonchairmai
committee fees are $5,000 and $2,500 for particpain each additional committee. All Board and @dttee fees are payable, at the of
of the Board member, in cash, shares of the Comparymmon stock or options to purchase sharesefQbmpanys common stock. 1
encourage longerm investment by Directors, those Directors thigct fee payments in shares of common stock apmgpthave a 20
premium added to the value of such fee paymentardBmembers also receive an equity grant valu€&2&000 per annum. The equity g!
can be received, at the choice of the Board menibeither shares of the Compasyommon stock or in options to purchase shareise
Company’s common stock. Options are 100% vest#ueatate of grant.

11




New Board members are granted 40,000 goalified stock options upon acceptance to the @o@hese options are exercis:
commencing one year after grant, vest at the fa28% per year from date of grant and have regtristas to transferability.

The Company reimburses directors for reasonableresgs incurred in connection with the performaridaeir duties as directors.

Security Ownership of Certain Beneficial Owners andMlanagement

The following table sets forth certain informatias of February 6, 2006 with respect to: (a) they sflareholders known
management to own beneficially more than 5% ofdhestanding common stock of FuelCell; (b) each wélEell’s directors; (c) each of t
executive officers of FuelCell named below in therhary Compensation Table under the heading “Ekex@ompensation”and (d) ir
summary, all of FuelCell's directors and executifiécers as a group.

Unless indicated otherwise the address of eacheh@dn care of FuelCell Energy, Inc., 3 Greatti@sRoad, Danbury, Connecti

06813-1305.
Shares of
Common
Stock owned
Name Beneficially
Jerry D. Leitman 1,480,56/@
R. Daniel Brdar 216,063
Warren D. Bagatelle 1,079,95® (5)
c/o Loeb Partners Corp.
61 Broadway
New York, NY 1000¢
Christopher R. Bentley 426,166)
Michael Bode 2,746,547
c/o MTU CFC Solutions GmbH
Postfach
D-81663 Munchen
Germany
James D. Gerson 1,233,78(®)
Thomas L. Kempner 518,81 (9
c/o Loeb Partners Corp.
61 Broadway
New York, NY 1000¢
William A. Lawson 102,62410
Joseph G. Mahler 315,11:d1
Hansraj C. Maru 224,83(12)

12
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Stock )

2.95

2.21

5.63

2.53

1.06




Shares of Percentage of
Common Outstanding
Stock owned Common
Name Beneficially Stock @

Charles J. Murphy 33,7113 5
c/o Credit Suisse First Boston

11 Madison Avenue

19t Floor

New York, NY 1001(

George K. Petty 235,17(14) 2

John A. Rolls 60,10:(5) &
c/o Thermion Systems International

611 Access Road

Stratford, CT 06615

MTU Friedrichshafen GmbH (“MTU") 2,746,54 5.63
Maybachplatz 1

88045 Friedrichshafen

Germany

Wellington Management Company, LLP 5,330,67!(16) 10.93
75 State Street
Boston, MA 02109

All Directors and Executive Officers as a Group 5,435,72:17) 10.59
(13 persons)

* Less than one percent.

(1) Unless otherwise noted, each person identifiedgeses sole voting and investment power with respdbe shares listed.

(2) Mr. Leitman’s shareholdings include options to fase 1,448,000 shares of Common Stock, which arertdly exercisable.

(3) Mr. Brdar’s shareholdings include options to purchase 211%G0es of Common Stock, which are currently ezalde or ar
exercisable within 60 days.

(4) Warren Bagatelle and Thomas L. Kempner, by virthibaing general partners of Loeb Investors Co. LXXway each be deemec
beneficially own 491,192 shares of stock owned bgh.Investors Co. LXXV.

(5) Mr. Bagatelle's shareholdings include options tocpase 20,459 shares of Common Stock, which arerly exercisabland 491,19
shares of stock owned by Loeb Investors Co. LXXV.

(6) Mr. Bentley’s shareholdings include options to purchase 244stedes of Common Stock, which are currently ezalde or ar
exercisable within 60 days. Mr. Bentleyshareholdings include 100 shares held by his, Wigen Bentley. Mr. Bentley disclai
beneficial ownership of the securities held bywiie.

(7) Mr. Bode is an executive officer of MTU CFC SoluttoGmbH, a subsidiary of MTU-Friedrichshafen Gmhatjch holds2,746,54:
shares of Common Stock.

(8) Mr. Gersons shareholdings include 241,800 shares held byivatprfoundation, of which Mr. Gerson is Presidant a Directo
Mr. Gerson disclaims beneficial ownership of theusiies held by the private foundation. Mr. Gersoshareholdings include optic
to purchase 16,000 shares of Common Stock, whikwarently exercisable.

(9) Mr. Kempner’s shareholdings include options to pase 27,624 shares of Common Stock, which arerdlyrexercisablend 491,19
shares of stock owned by Loeb Investors Co. LXXV.

(10) Mr . Lawson’s shareholdings include options to pase 27,624 shares of Common Stock, which arertlyexercisable.
(11) Mr. Mahler's shareholdings include options to purchase 268s3@0es of Common Stock, which are currently egalde or ar
exercisable within 60 days.
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(12) Dr. Maru’s shareholdings include options to purchase 164d&@fes of Common Stock, which are currently egalde or ar
exercisable within 60 days.

(13) Mr. Murphy’s shareholdings include options to pwsé 30,000 shares of Common Stock, which are diyrexercisable.

(14) Mr. Petty, by virtue of being a director of Enbredgnay be deemed to beneficially ow207,952 shares of Common Stock, whick
issuable upon conversion of the FuelCell Energgl, Beries | Preferred Stock held by Enbridge. MittyPis a director of Enbridge. N
Petty disclaims beneficial interest of these shakérs Pettys shareholdings include options to purchase 25sta®2es of Commic
Stock, which are currently exercisable.

(15) Mr. Roll's shareholdings include options to puraha®,103 shares of Common Stock, which are cuyrenttrcisable.

(16) Based upon information contained in Schedule 13f@¢8 on February 14, 2006.

(17) Includes options to purchase 2,536,592 shares ofn@m Stock, which are currently exercisable orex@rcisable within 60 days &
207,952 shares of Common Stock issuable upon csioveof the FuelCell Energy, Ltd. Series | Prefdr&tock.
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Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act of4l@Rjuires the Comparg/officers, directors and persons who own more the
percent of the issued and outstanding shares oih@on$tock to file reports of beneficial ownershifgahanges in beneficial ownership v
the SEC and to furnish copies of all Section 16§ens to the Company.

Based solely on the Compasyreview of the copies of such forms received byiitwritten representations from certain repol
persons that no filings were required for thosespies, the Company believes that during the lasélfigear all required filings were time
made as required by Section 16(a).

Certain Relationships and Related Transactions

MTU-Friedrichshafen GmbH

MTU-Friedrichshafen GmbH holds 2,746,548 shares of GelelEnergy common stock. FuelCell Energy has aerkasines
relationships with its subsidiary; MTU CFC SolutioMichael Bode, a member of the Board of Directorgshaf Company, is an execut
officer of MTU CFC Solutions. In December 2005, it was announced that MTU Figbdhafen GmbH, which is a subsidiary
DaimlerChrysler, will be acquired by the Swedmased private equity firm, EQT. The completion bisttransaction is subject to fii
regulatory approvals that are expected to be obdaim the first calendar quarter of 2006.

We have two agreements with MTU CFC SolutigrassCell License Agreement and a Balance of Pléc#rise Agreement. Unc
our current Cell License Agreement, which has bertended through December 2009, we license our B¥eBGnology to MTUCFC
Solutions for use exclusively in Europe and the diidEast and noexclusively in Africa and South America. We alsall ©ur DFC
components and stacks to MTU CFC Solutions undsraigreement. Under the Cell License AgreementUMCFC Solutionslso granted t
an exclusive, royalty-free license to use any eirtiexisting improvements to our Direct FuelCeltthMTU CFC Solutionsleveloped as
December 1999 under a previous license agreenterggddition, MTU CFC Solutionhas agreed to negotiate a license grant of anyrate
carbonate fuel cell knowew it develops during the term of the current C&knse once it is ready for commercializatiomder our Balanc
of Plant Cross Licensing and Cross-Selling Agredm&a may sell to MTU CFC Solutions our MW-classdules and MTUCFC Solution
may sell their subdW class modules to us. The Balance of Plant Llseecontinues through July 2008 and may be extefatadp to thre
additional 5-year terms, at the option of eitherWATFC Solutions or us.

During fiscal year 2005, the Company recognize@nexe of approximately $2.6 million for fuel cellraponents sold to MTU CF
Solutions. The Company also recognized royalty nmewf approximately $0.3 million and royalty expersf approximately $0.2 millic
during fiscal year 2005 related to the agreemerits WM TU CFC Solutions discussed above. The Compagljeves that the terms of
transactions with MTU CFC Solutions are no les®fable to the Company than it could have obtaimechfan unaffiliated third party.

Strategic Alliance with Enbridge, Inc.

On November 4, 2003, the Company entered into aegfic alliance agreement with Enbridge to distebluelCell's products
Canada. On July 7, 2005, we issued warrants tohpsec up to an aggregate of 1,000,000 shares ot@umon stock to Enbridge
conjunction with an amended distribution agreem@iit.previously issued warrants to Enbridge wereaedled. The warrants vest ol
graduated scale based on the total number of metgaefaur products ordered by Enbridge and théngnof such orders. The exercise pr
of the warrants range from $9.89 to $11.87 pereshad the expiration dates range from June 30, &#00@ne 30, 2010. As of October
2005, all of the warrants issued to Enbridge reedinnvestedeEnbridge also holds shares of FuelCell Energy, Stties | Preferred Stock
subsidiary of the Company, which are presently egtibble into 207,952 shares of the Compang@ommon Stock. George K. Petty, a mer
of the Board of Directors of the Company, is a clioe of Enbridge.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee reviews the Companyfepeasation plan on a regular basis. The Compemnsaiommitte:
periodically retains independent consultants oragmeeded basis to provide current market dataregard to base salary structure, short-
term cash incentives and with the developmentmgterm incentive plans. The Compensation Committgelegly updates its assessmer
various long-term incentive tools including stogitions, restricted stock, performansased equity, and other alternatives that migl
available.

The Company's primary objective in developing ex@eucompensation policies is to attract, motivatel retain highly qualified a
effective leaders. The compensation policy incluggsous components of compensation that are iegnal align management behaviors
priorities directly with the Company'’s strategicj@ttives and to encourage management to act ibekelongterm interest of the Compa
and its shareholders. The Company's executiveesffiompensation policy generally consists of thelesgnents: base compensation, an
cash bonus and long-term incentive compensation.

Cash Compensation

Annual compensation consists of two elements: Isasgy and an annual bonus payable in a combinafiamash and Compa
common stock. Each officer is offered a base salaatyis commensurate for the role that he or sheiforming. In setting compensation,
Compensation Committee strives to maintain basepeosation for the Company's executive officerseaels which the Compensat
Committee, based on its experience, believes amgpettive with the compensation of comparable etieewofficers in similarly situate
companies.

Increases in base salary are based on a periodavweand evaluation of the performance of the ofpamaor function for which th
executive has responsibility, and is measured agaiefined performance criteria. The executivel$® aeviewed according to his or
competence as an effective leader in the Compahighwncludes an evaluation of the skills and eigare required for the job, coupled v
a comparison of these elements with similar elemftother executives both within and outsidehaf Company.

Executive officers are eligible to participate itb@nus plan. The Compensation Committee detern@nesds under the bonus pl
The Compensation Committee considers input of thief(Executive Officer with respect to the bonushtawarded to the other execu
officers. The executive officers, as well as otkey employees, may receive bonuses based uponnyeké performance objectives of
Company and their contributions to the Company.

The compensation paid by the Company to its Chiefchtive Officer for fiscal 2005vas based upon an employment agree
negotiated with Mr. Leitman. The Compensation Cotterihas recently conducted a survey of compemsatickages of Chief Executi
Officers in comparable companies, and believesdagpon the individual experience of its membérat the compensation package for
Leitman for fiscal 2005 was reasonable based uponL&tman’s experience, his level of responsibility and tleatdbutions made ar
expected to be made by him to the Company. See lyment Agreement” for a description of Mr. Leitmsemployment agreement.
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Long-term incentive compensation

Each of the executive officers and all employeesdigible to receive awards under the Comparguity Incentive Plans. Thi
Plans are used to align a portion of the officesmpensation with shareholders' interest and thg#erm success of the Company
encouraging the executive officers and other ermgdeyto remain with the Company, and by enablingpopés to develop and mainta
significant, longterm stock ownership position in the Company's Comi8tock. The value realizable from exercisabléongtis depende
upon the extent to which the Company's performamceflected in the market price of the Companysi@on Stock at any particular poin
time.

In determining the number of options to be grartedach executive officer, the Compensation Conemittonsiders input of 1
Chief Executive Officer with respect to the execatofficers, other than the Chief Executive OfficeThese determinations are based in
upon annual compensation surveys of executivearffiand certain key employees in comparable corapaidng with following guidelin
previously approved by the Compensation Committee.

The members of the Compensation Committee haveigtielrthis report.

Compensation Committee
William Lawson (Chairman)

John Rolls
George Petty
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EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth the annual and léegn compensation for services in all capacitiethtoCompany for the fiscal years en
October 31, 2005, 2004 and 2003, of those persdmswere at October 31, 2005 (i) thkief executive officer and (ii) the four other nt
highly compensated executive officers of the Comgpan

ANNUAL COMPENSATION

LONG TERM
COMPENSATION
AWARDS
SECURITIES

NAME AND UNDERLYING ALL OTHER

PRINCIPAL FISCAL OPTIONS COMPENSATION

POSITION YEAR SALARY BONUS @ # @)
Jerry D. Leitman 2005 $ 392,69: $ 191,50( -0- $ 13,64¢
Chairmar(®) 2004  $ 388,25( $ 186,00( -0-% 14,01«

2003 $ 383,71: $ 180,50 -0- % 19,57:
Christopher R. Bentley 2005 $ 274,23. $ 65,00( 25,000 $ 12,00(
Executive Vice President 2004 $ 274,67. $ 65,75( 20,00( $ 11,66:
2003 $ 271,26¢ $ 63,75( 10,00 $ 15,75:

R. Daniel Brdar 2005 $ 233,07 $ 55,00( 250,00( $ 10,91¢
President and Chief 2004 $ 183,88! $ 50,00( 35,000 $ 9,341
Executive Officel® 2003 $ 160,52¢ $ 40,00( 50,00( $ 24,81(
Joseph G. Mahler 2005 $ 240,46: $ 58,50( 40,00 $ 12,00(
Senior Vice President 2004 $ 237,15 $ 60,00( 20,000 $ 11,48(
Chief Financial Officer 2003 $ 234,73 $ 55,00( 10,00( $ 15,24
Corporate Secretary and Treast
Hansraj C. Maru 2005 $ 210,70 $ 45,00( -0- $ 9,05¢
Executive Vice President 2004 $ 216,13' $ 50,70( 10,000 $ 10,38t
and Chief Technology Officer(s) 2003 $ 215,98 $ 47,00( 10,00C $ 14,83¢

(1) The value of the 2005 annual bonus was paid 67&ash and 33% in shares of common stock.

(2) Represents employer contributions to the Definedtfmtion Pension Plan and employer contributitmthe Section 401(k) Plan.
(3) Mr. Leitman was President from August 1997 to Smyier 2005 and Chief Executive Officer from Augud91 to January 2006.
(4) Mr. Brdar has been President since August 2005Cdmelf Executive Officer since January 2006.

(5) Dr. Maru retired effective February 15, 2006.
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Stock Option Grants

The following table sets forth certain informatiaith respect to options granted to the named ekexofficers of the Company for the fis
year ended October 31, 20(

POTENTIAL
REALIZABLE VALUE
PERCENT OF AT ASSUMED
TOTAL ANNUAL RATES OF
NUMBER OF OPTIONS/SARs STOCK PRICE
SECURITIES GRANTED TO APPRECIATION
UNDERLYING EMPLOYEES EXERCISE FOR OPTION TERM @
OPTIONS/SARs IN OR BASE EXPIRATION
NAME GRANTED @ FISCAL YEAR ($/SH) DATE 5% 10%
Jerry D. Leitman -0- -0- -0- N/A N/A N/A
Christopher Bentley 25,00( 2.8¢$ 9.57 3/29/201'$ 150,46:$ 381,30:
R. Daniel Brdar 250,00( 28.9¢ % 9.42 2/11/201'$ 1,481,04'$ 3,753,26:
Joseph G. Mahler 40,00( 4.6 % 9.57 3/29/201!'$ 240,74:$ 610,08!
Hansraj C. Maru -0- -0- -0- N/A N/A N/A

(1) The options were granted under the Company's 1998t\F Incentive Plan. These options become exdstésa four equal annu
installments on each anniversary date of the dageamt. Options that have been issued may nokbecised beyond the earlier of (a)
years from the date of grant, or (b) three monftes the holder ceases to be employed by the Comaacept in the event of terminat
by reason of death or permanent disability, in Wwhagent the option may be exercised for up to @@ jollowing termination.

(2) The assumed rates are compounded annually foullhterfm of the options.

Stock Option Exercises and Values

The following table sets forth certain informatiaith respect to the aggregated number and valoptiins exercisable and unexercisable by
the named executive officers as of October 31, 2005

NUMBER OF

SECURITIES VALUE OF
UNDERLYING UNEXERCISED
UNEXERCISED IN-THE-MONEY

SHARES OPTIONS AT OPTIONS AT
ACQUIRED 10/31/05 10/31/05
ON EXERCISABLE/ EXERCISABLE/
EXERCISE VALUE UNEXERCISABLE UNEXERCISABLE
NAME #) REALIZED ) (1)

1,398,0002 $ 8,873,2802
Jerry D. Leitman -0- -0- 50,0000 $ -0-®
219,7502 $ 921,830@
Christopher R. Bentley -0- -0- 56,2500 $ 16,5509
119,2502 $ 82,750@
R. Daniel Brdar -0- -0- 309,75C® $ 82,7501

239,550 $ 1,130,627



Joseph G. Mahler -0- -0- 71,2500 $ 16,5509
195,000 $ 872,160
Hansraj C. Maru 7,000 $ 48,44 20,0000 $ 16,550®

(1) Based upon the closing price of $8.76 on October2805 of the Compang’Common Stock on the Nasdaq National Market mihe
respective option exercise price.

(2) Exercisable
(3) Unexercisable
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Employment Agreements

In August 1997, the Company entered into an empémtnagreement with Mr. Leitman upon hiring him &sRresident and Ch
Executive Officer and such employment agreementsuésequently modified in June 2002. Upon enteritm the agreement, the Compi
granted Mr. Leitman options to purchase 1,500,0@es of Common Stockdn January 12, 2006, the Company modified the eynpbor
agreement (the “Modified Agreementilith Mr. Leitman for him to assist in the transitiof responsibility of the position of President
Chief Executive Officer of the Company to Mr. Brdard provide strategic advice to him and to therBo@he Modified Agreement provid
that Mr. Leitman will become a non-executive Chamof the Board of Directors and the Compéaag agreed to use its best efforts to ¢
Mr. Leitman to be elected to the Board of Directarsl to appoint Mr. Leitman as Chairman of the BoalUnder the Modified Agreemel
which is terminable by either party upon 30 daysaeo Mr. Leitman will work a minimum of 25% of ciesnary business hours and is enti
to a salary of $395,000 per annum, pated to the amount of time worked, an annual béole determined by the Compensation Comn
in its sole discretion at the conclusion of the @amy’s fiscal year and the opportunity to participaténsurance plans and other employn
benefits as may be generally available to otherleyees of the Company. The Modified Agreement pesifor a ongrear term, which me
be extended upon mutual approval of Mr. Leitmag,Bloard of Directors of the Company, and the Pezgtidnd Chief Executive Officefhe
Modified Agreement includes nattisclosure provisions and prohibits Mr. Leitmannfreompeting with the Company during the term o
employment and for a period of two years thereafter

On January 12, 2006, the Company entered mtnaployment agreement (the “Agreementi)h Mr. Brdar upon his promotion
President and Chief Executive Officer. This Agreatrsupersedes Mr. Brdarprior employment arrangement dated February 2068er th
Agreement, which is terminable by either party u@fndays notice, Mr. Brdar is entitled to an idisanual base salary of $350,000, wi
will be reviewed at least annually by the CompensaCommittee of the Board of Directors and adjdst® the sole discretion of 1
Compensation Committee, and a bonus of up to 50¥roBrdar’s base salary as determined and approved by thel Bédirectors. Mi
Brdar also retained the options to purchase 250sb@@es of Common Stock granted under the Feb2@0% employment arrangement
was granted options to purchase an additional PB0sbares of Common Stock in December 2005. Theedkgent also provides Mr. Bre
with the opportunity to participate in insurancans and other employment benefits as may be génesalilable to other employees of
Company. In certain circumstances, if Mr. Brdagmployment is terminated, including a terminatignMr. Brdar upon a change in cont
Mr. Brdar will be entitled to a severance benefjti@ to (i) two times his then base salary, plistliie average of Mr. Brdas’bonuses sin
the inception of the Agreement. The Agreement alsatains nordisclosure provisions and prohibits Mr. Brdar frammpeting with th
Company during the term of his employment and fpedaod of two years thereafter.

In October 1998, the Company entered into an ennpdoy agreement with Mr. Mahler upon hiring himtasGhief Financial Office
Treasurer and Corporate Secretary. Under the agmenvhich is terminable by either party upon 3@sdaotice, Mr. Mahler is entitled tc
minimum annual salary and a bonus based upon thg@uay incentive compensation plan. In addition,rupotering into the agreement,
Company granted Mr. Mahler options to purchase BID,shares of Common Stock. The agreement alsdde®wWr. Mahler with th
opportunity to participate in insurance plans atittoemployment benefits as may be generally abaili other employees of the Comp:
In certain circumstances, if Mr. Mahlerémployment is terminated, Mr. Mahler will be #at to a severance benefit equal to (i) his thasx
salary, plus (i) an amount equal to Mr. Mahtebonus from the Company for the immediately prexggiear. The agreement also cont
non-disclosure provisions and prohibits Mr. Mahler frammpeting with the Company during the term ofdmngployment and for a period
two years thereafter.
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FIVE-YEAR FINANCIAL PERFORMANCE COMPARISON GRAPH

The following graph compares the annual chang@éeénQompanys cumulative total shareholder return on its Comi&tock for th
five fiscal years ended October 31, 2005 with the cutiveldotal return on the Russell 2000 and a peeugiconsisting of SIC Group Cc
369 companies listed on The American Stock ExchaNgsdaq National Market and New York Stock Excleafag that period. It assun
$100 invested on November 1, 2000 with dividendsvested.

COMPARE 5-YEAR CUMULATIVE TOTAL RETURN
AMONG FUELCELL ENERGY, INC.,
RUSSELL 2000 INDEX AND SIC CODE INDEX
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AUDIT AND FINANCE COMMITTEE REPORT

During fiscal year 2005, the Audit and Finance Cattea of the Board reviewed the quality and intggof the Company
consolidated financial statements, the effectivermsits system of internal control over finanaiaporting, its compliance with legal ¢
regulatory requirements, the qualifications andepehdence of its independent registered public uetow firm, the performance of
independent registered public accounting firm atmosignificant matters as required by Charter.

The Audit and Finance Committee has reviewed asdudsed with management and KPMG LLP, the Compgaimgepende!
registered public accounting firm, the Compangudited consolidated financial statements aratnat controls over financial reporting. 1
Audit and Finance Committee has discussed with KPE@ing the 2005 fiscal year, the matters requiethe discussed by Statemen
Auditing Standards No. 61 (Communication with Aud@mmittees), as amended.

The Audit and Finance Committee has received awnéewed the written disclosures and the letter fr&ffAMG required b
Independence Standards Board Standard No.1 (Indepee Discussions with Audit Committees), and tiasussed with KPMG i
independence from the Company. The Committee alsoleded that KPMG’s provision of audit and naundit services is compatible w
KPMG's independence. Based on the review and discussaiad above, the Audit and Finance Committee recended to the Board tt
the Company'’s audited consolidated financial stat@sbe included in the Company’s Annual ReporForm 10K for the fiscal year end:
October 31, 2005 and be filed with the U.S. Seagiand Exchange Commission.

Submitted by:

Audit and Finance Committee
James D. Gerson (Chairman)
Warren D. Bagatelle

Charles Murphy

PROPOSAL NO. 2 - RATIFICATION OF SELECTION OF INDEP ENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit and Finance Committee of the Board hdsctsd KPMG LLP as the independent registered pudsdicounting firm t
perform the audit of our financial statements f00& KPMG LLP was our independent registered pudnticounting firm for the fiscal ye
ended October 31, 2005.

KPMG representatives are expected to attend thé 20Mhual Meeting. They will have an opportunity riake a statement if th
desire to do so and will be available to responapioropriate shareholder questions.

We are asking our shareholders to ratify the seleaf KPMG LLP as our independent registered publicounting firm. Althouc
ratification is not required by our dgws or otherwise, the Board is submitting the cteda of KPMG LLP to our shareholders for ratifiicad
as a matter of good corporate practice. Even iktHection is ratified, the Audit and Finance Comteai in its discretion may select a diffel
registered public accounting firm at any time dgrthe year if it determines that such a change avbelin the best interests of the Comg
and its shareholders.
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Vote Required

The affirmative vote of a majority of the votestuadlders of the Common Stock present in person gorbyy at the Meeting is required
adoption of Proposal No. 2.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR APPROVAL OF PROPOSAL NO. 2

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FEES
Audit Fees

Audit fees include the aggregate fees billed far #udit of the Company's annual consolidated firzrstatements, the audit
managemen$ assessment of internal controls over financipbrting and the effectiveness of internal contmlsr financial reporting, tt
reviews of each of the quarterly consolidated faiahstatements included in the Company's Form® 1dikd work performed in connect
with SEC registration statements. The aggregaté faeb billed to the Company by KPMG LLP for thschl year ended October 31, 2
were $498,905. The aggregate audit fees billededCtompany by KPMG LLP for the fiscal year endedober 31, 2004 were $324,754. "
2004 fees also include statutory audit work perfirwith respect to the acquisition of Global on Biober 3, 2003.

Audit-Related Fees

Audit-related fees include accounting advisory servietsted to the audit of the Company's employee liteplahs, the adoption
new accounting standards and special one-time ®v&he aggregate audglated fees billed to the Company by KPMG for fiseal yea
ended October 31, 2005 were $20,000. The aggregdlitrelated fees billed to the Company by KPMG for fikeal year ended October
2004 were $36,150.

Tax Fees

Fees paid to KPMG LLP for tax services for 2005en@pproximately $120,475. This included $88,375darreturn and complian
work and $32,100 for tax consulting, assistanceatvice.

Fees paid to KPMG LLP for tax services for 2004 evapproximately $370,796. This included $65,90Qdarreturn and complian
work, $179,750 for acquisition costs and $125,1t8dx consulting, assistance and advice.

Other Fees

Other than fees relating to the services descriiede under Audit Fees, Aud®elated Fees and Tax Fees, there were no add
fees billed by KPMG LLP for services rendered te @ompany for the fiscal year ended October 315200Qhe fiscal year ended October
2004.

As set forth in its charter, it is the policy ofrodudit and Finance Committee to pre-approve alliband nonaudit services provide

by KPMG. Our Audit and Finance Committee has abersd whether the provision of KPMG LLP's serviod®er than for the annual at
and quarterly reviews is compatible with their ipdadence and has concluded that it is.
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EQUITY COMPENSATION PLAN AND WARRANT INFORMATION

The following table sets forth certain informatiauith respect to the Comparsyequity compensation plans and warrants as oéideof th

fiscal year ended October 31, 2005.

Number of
Common Number of
Shares to be Weighted- securities
issued upon average remaining
exercise of exercise price o available for
outstanding outstanding future issuance
options, options, under equity
warrants and warrants and compensation
Plan Category rights rights plans
Plans approved by shareholde
Equity incentive plans 5,810,081 $ 10.3( 6,482,65.
Employee stock purchase plan 20,64¢ $ 6.7¢€ 396,17:
Plans not approved by shareholde
Warrants issued to business partners 1,600,000 $ 13.0¢
Total 7,230,73. $ 10.8¢ 6,878,82

PROPOSAL NO. 3 - ADOPT 2006 FUELCELL ENERGY, INC. EQUITY INCENTIVE PLAN

In February 2006, the Board adopted, subject toesiwdder approval, the Company's 2006 Equity IngenPlan (the "20C
Plan™). The purposes of the 2006 Plan are to atimad retain key employees, directors, advisorsamsultants, to provide an incentive
them to assist the Company to achieve long-rangtorpeance goals and to enable them to participatéhé longterm growth of th
Company. The following is a summary descriptionthef 2006 Plan and is qualified in its entirety bference to the full text of the 2006 P
which is attached hereto as Annex C.

Under the 2006 Plan, the Company may grant (i)ntice stock options intended to qualify under Smct#22 of the Intern
Revenue Code of 1986, as amended (the "Code"pfiibns that are not qualified as incentive stopkions ("nonqualified stock options
(iii) stock appreciation rights either in tandemtlwan option or alone and unrelated to an opti®ARs"), and (iv) restricted shares
Common Stock ("restricted stock™).

All employees, and in the case of awards other ihegntive stock options, directors, advisors apwiscltants of the Company
any affiliate (as that term is defined in the 2B0&n) capable of contributing significantly to theccessful performance of the Company, ¢
than a person who has irrevocably elected not teligile, are eligible to participate in the 2Q8l&n.

The Board of Directors of the Company, including aiuly authorized committee of the Board of Direstchas the authority
adopt, alter and repeal administrative rules, diride and practices governing the operation of2@6 Plan and to interpret provisions of
Plan. The Board of Directors has designated thepgemsation Committee to administer the 2006 Plan.

There are a total of 2,500,000 shares of CommockStweailable for issuance under the 2006 Planestiltp adjustment for a
stock dividend, recapitalization, stock split, #@ombination or certain other corporate reorgaiona. Shares issued may consist in who
in part of authorized but unissued shares or trgasiiares. Shares subject to an award that expirés terminated or is forfeited for a
reason or settled in a manner that results in fakares outstanding than were initially awarded aghin be available for award under
2006 Plan. The closing price of the Company's ComB8itock on February 1, 2006 was $10.34.
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Stock Options

Subject to the provisions of the 2006 Plan, therBoaay award incentive stock options and nonqualifstock options al
determine the number of shares to be covered Ry egibon and the conditions and limitations appileato the exercise of the option. E
option shall be exercisable at such times and sultje such terms and conditions as the Board magifspin the applicable award
thereafter. The Board shall establish the optidoepat the time each option is awarded, which psicall not be less than 100% of the
market value of the Common Stock on the date ofdwa the case of incentive stock options.

The terms and conditions of incentive stock optishall be subject to and comply with Section 422thef Code and al
regulations thereunder. No incentive stock optimnted under the 2006 Plan may be granted moretéimayears after the effective date of
2006 Plan and no such grant may be exercisable thareten years from the date of grant (five yadtesr the date of grant for incentive st
options granted to holders of more than 10% of @mmmon Stock). Incentive stock options shall bengra only to employees of {
Company and shall be transferable by the optioddrobnly by the laws of descent and distributiomj ahall be exercisable only by
employee during his or her lifetime.

Stock Appreciation Rights

Subject to the provisions of the Plan, the Boarg ma&ard SARs in tandem with an Option (at or after award of the Option),
alone and unrelated to an Option. The Board sk#dbdéish the option price at the time each SARnarded, which price shall not be less 1
100% of the Fair Market Value of the Common Stonklte date of award with respect to SARs. SARstgrhim tandem with an Option sk
terminate to the extent that the related Optioexsrcised, and the related Option shall terminatéhe extent that the tandem SARs
exercised.

Restricted Stock

Subject to the provisions of the Plan, the Boarg emard shares of Restricted Stock and determieealtination of the Restrict
Period during which, and the conditions under whitble shares may be forfeited to the Corporatiahthe other terms and conditions of <
awards. Shares of Restricted Stock may be issueadbfaash consideration or such minimum considemads may be required by applice
law.

Director Grants

Each year the Company may grant a retainer, comenféies and an annual equity grant in amountsrdited by the Board. At tl
election of the director, retainer and committeesfean be paid in the form of cash, Common Stodkamgualified Stock Options. The eqt
grant, at the election of the Director, shall béhe form of shares of Common Stock or Nonqualifs¢dck Options. Prior to the date of gr.
each Director shall elect the manner in which thesards shall be granted. Any such election sted#flective for the fiscal year and may
be changed. These grants shall be made on thddgsif the fiscal quarter of each fiscal year & @ompany. Prior to the beginning of
Companys fiscal year, each Director may elect to defer grants pursuant to the FuelCell Energy Inc. DoextDeferred Compensati
Plan.
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General Provisions Applicable to Awards

Documentation. Each Award under the Plan shall be evidenced byittew document delivered to the Participant speif the
terms and conditions thereof and containing sutieroterms and conditions not inconsistent with phevisions of the Plan as the Bo
considers necessary or advisable to achieve theopes of the Plan or comply with applicable tax amglulatory laws and account
principles.

Board Discretion. Each type of award may be made alone, in additiaor in relation to any other type of award. Thente of eac
type of award need not be identical, and the Bawed not treat Participants uniformly. Except dsentise provided by the Plan o
particular award, any determination with respeanaward may be made by the Board at the timevafdor at any time thereafter.

Termination of Employment. The Board shall determine the effect on an awardhef disability, death, retirement or ot
termination of employment of a Participant and &ent to which, and the period during which, thertigipants legal representati
guardian or Designated Beneficiary may receive paytrof an award or exercise rights thereunder.

Change in Control. In order to preserve a Participantights under an award in the event of a changetrol of the Company, t
Board in its discretion may, at the time an awarchade or at any time thereafter, take one or mbttee following actions: (i) provide for t
acceleration of any time period relating to thereise or realization of the award, (ii) provide five purchase of the award upon
Participants request for an amount of cash or other propkdldould have been received upon the exerciseatization of the award had
award been currently exercisable or payable, diijust the terms of the award in a manner deteuniiyethe Board to reflect the chang:
control, (iv) cause the award to be assumed, or mghts substituted therefore, by another entity(W) make such other provision as
Board may consider equitable and in the best isteraf the Company. Notwithstanding the foregoamgy change in Incentive Stock Opti
shall comply with the rules under Section 424 & @ode and no change may be made to any Award woakd make the Award subject
the provisions of Section 409A of the Code.

The Company and its Affiliates may, to the exteatnpitted by law, deduct any such tax obligatiomsrirany payment of any kil
otherwise due to the Participant.

Vote Required

The affirmative vote of a majority of the votes ludlders of the Common Stock present in person oproxy at the Meeting
required for adoption of Proposal No. 3.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR APPROVAL OF PROPOSAL NO. 3
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ADDITIONAL INFORMATION AND OTHER MATTERS
General

The record date for the Annual Meeting is Febru&r006. Holders of shares of the Companydmmon stock, par value $.0001 per s
(“Common Stock”),as of the close of business on the record dateeitided to notice of, and to vote at, the Annivdeting or an
adjournments thereof. Each holder of Common Ste@htitled to one vote for each share held ondherd date.

Code of Ethics

The Company has a code of ethics, which appliegke¢dCompanys Chief Executive Officer, Chief Financial Officend Controlle!
The code of ethics provides a statement of ceftaidamental principlesnd key policies and procedures that govern theluwanof the
Company’s business. The code of ethics can be foartie Company’s website at www.fuelcellenergy.com

Shareholder Proposals for the 2007 Annual Meeting

Shareholders who wish to present proposals fougieh in the Company's proxy materials and for meration at the 200Annua
Meeting of Shareholders should submit the propasalgriting to the Secretary of the Company in ademce with all applicable rules ¢
regulations of the SEC no later than October 28620

Quorum and Vote Required

As of the record date, there were issued and ouistg 48,784,991 shares of Common Stock, and 185%Bd@res of Series B Preferred st
The holders of a majority of the shares of CommturciSentitled to vote as of the record date pregeperson or by proxy will constitute
quorum at the meeting. Under the Delaware Geneogbdation Law, any stockholder who submits a prarg abstains from voting ot
particular matter described herein will still beuoted for purposes of determining a quorum. Brokenvotes will be treated as r
represented at the meeting.

Voting by Proxy

In voting by proxy with regard to the election afettors, shareholders may vote in favor of all im@as, withhold their votes as
all nominees or withhold their votes as to spedifizninees. Shareholders should specify their ckoit® Internet, by telephone or, on
accompanying proxy card.

All properly executed proxies delivered by shardec to the Company and not revoked will be votetha Annual Meeting |
accordance with the directions givefino specific instructions are given, the sharesepresented by a proxy will be voted “FOR”"the
election of all directors and “FOR” the approval of all of the other proposals.If any other matters properly come before the A
Meeting, the persons named as proxies will votenugaech matters according to their best judgment.

Any shareholder delivering a proxy has the poweetmke it at any time before it is voted by givingtten notice to the Secretary
the Company, by executing and delivering to the&acy a proxy card bearing a later date or bynpiin person at the Annual Meeting.

In addition to soliciting proxies through the malile Company may solicit proxies through its dioestand employees in person o

telephone. Brokerage firms, nominees, custodiadgfidaciaries also may be requested to forward prmaterials to the beneficial owners
shares held of record by them. All expenses incuireeonnection with the solicitation of proxiesivie borne by the Company.
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Stockholder Communications with Directors

The Company has established a process by whictkigilmers can communicate with the Companyoard of Director
Stockholders may communicate with the Board of &oes, or any of the Comparsyindividual directors, by sending their commurimas tc
the Board of Directors, or to any individual diregtat the following address:

Board of Directors
FuelCell Energy, Inc.
c/o Corporate Secretary
3 Great Pasture Road
Danbury, CT 06813

All stockholder communications received by the Camys Corporate Secretary will be delivered to one oreammembers of tl
Board of Directors, or, in the case of communiaaisent to an individual director, to such director

Director Attendance at the Annual Meeting

The Company does not have a formal policy with eesgo director attendance at annual meetingsiskalf 2005, all directo
attended the Company’s annual meeting

Annual Report and Form 10-K

ADDITIONAL COPIES OF THE COMPANY'S ANNUAL REPORT TO SHAREHOLDERS FOR THE FISCAL YEAR ENDED
OCTOBER 31, 2005 AND COPIES OF THE COMPANY'S ANNUAL REPORT ON FORM 10K FOR THE FISCAL YEAR ENDED
OCTOBER 31, 2005 AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ARE AVAILABLE TO
SHAREHOLDERS WITHOUT CHARGE UPON WRITTEN REQUEST AD DRESSED TO: FUELCELL ENERGY, INC., 3 GREAT
PASTURE ROAD, DANBURY, CONNECTICUT 06813 ATTN: SHAREHOLDER RELATIONS OR IS ALSO AVAILABLE
THROUGH THE COMPANY’S WEBSITE AT WWW.FUELCELLENERGY .COM .

Other Matters

As of the date of this proxy statement, the Bodr®ioectors knows of no matters which will be pretal for consideration at t
Annual Meeting other than the proposal set fortthia Proxy Statement. If any other matters properly ctvef@re the meeting, it is intenc
that the persons named in the proxy will act ippees$ thereof in accordance with their best judgment

By Order of the Board of Directors

Joseph G. Mahler
Corporate Secretary
Danbury, CT
February 21, 2006
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ANNEX A - NOMINATING AND GOVERNANCE COMMITTEE CHART ER
FUELCELL ENERGY, INC.
Nominating and Corporate Governance Committee Char

Purpose

The principal purpose of the Nominating and Corfm@overnance Committee (the “Committeefi)jts capacity as a committee
the Board of Directors, is to: (i) identify indiwidls qualified to become members of the Board oé®ors; (i) recommend the persons t
nominated by the Board of Directors for electiordasctors at the annual meeting of stockholdeii¥;nfonitor and oversee the Compasy’
compliance with sound principles of corporate goaece, consistent with applicable law; and (iv)elep and recommend to the Board
adoption corporate governance principles applicabtee Company.

Structure and Membership

The Committee shall be comprised of not less tihaeet members of the Board, and the Commi#t@®mposition shall meet 1
requirements of applicable Nasdaq rules. Accorgingll members of the Committee shall be “indepetitdirectors, as defined by st
rules. Members of the Committee shall be appoibiethe Board of Directors. Unless the Board of Bioes elects a Chair of the Commit
the Committee shall elect a Chair by majority votde compensation of Committee members shall bdetsrmined by the Board
Directors. The Board of Directors may remove anynier of the Committee from such Committee, witlvihout cause.

Authority and Responsibilities Relating to Nominations

1. Selection of Director Nominee§he Committee shall be responsible for (i) idgmp individuals qualified to become
members of the Board of Directors and (ii) recomdieg to the Board of Directors the persons to bainated by the Board
for election as directors at the annual meetingte¢kholders and the persons to be elected by dhedBof Directors to fill any
vacancies on the Board.

2. Criteria for Selecting DirectorsThe Nominating and Corporate Governance Commatesdl use the criteria set forth
Exhibit A to the Nominating and Corporate Governance Comeni@bharter to guide its selection process for Dinex
Directors shall not be required to meet any speoifiminimal qualifications.

3. Stockholder NomineesThe Committee shall consider nominees for ther@ad Directors recommended by stockholc
Nominations by stockholders must be in writing, imnslude the full name of the proposed nominekrief description of th
proposed nomines’ business experience for at least the previous yigars, and a representation that the nomir
stockholder is a beneficial or record owner of @@mpanys common stock. Any such submission must also bemaganie
by the written consent of the proposed nomineeetméimed as a nominee and to serve as directoedfeel. Nominatior
should be delivered to the Nominating Committethatfollowing address:
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Nominating and Corporate Governance Committee
FuelCell Energy, Inc.

c/o Corporate Secretary

3 Great Pasture Road

Danbury, CT 06813

Selection ProcessThe Committee shall review the qualifications &agkgrounds of all directors and nominees (without
regard to whether a nominee has been recommendstddkholders), as well as the overall compositibthe Board of
Directors, and recommend a slate of directors todminated for election at the annual meeting ofldtolders, or, in the case
of a vacancy on the Board of Directors, recommedilextor to be elected by the Board to fill suatancy.

Search FirmsThe Committee shall have the sole authority taineand terminate any search firm to be usedentity
director nominees, including sole authority to awerthe search firm's fees and other retentiongefiine Committee is
empowered, without further action by the Board @kbtors, to cause the Company to pay the compiensatt any search firi
engaged by the Committee.

Authority and Responsibilities Related To Cor porate Governance

1.

In General. The committee shall develop and recommend to trerdfor its consideration a set of corporate goarce
principles to be applicable to the Company, anddbmmittee shall periodically review, assess acdmamend to the Board
for its consideration any changes deemed apprepriat

Board performancd&he Committee shall periodically review, discusd assess the performance of the Board and any
Committees of the Board.

Board Committees.The Committee shall review the Boasdommittee structure and make recommendatiorisetéutl Boarc
concerning the number and responsibilities of Baantimittees and committee assignments.

Conflicts of Interest. The Committee shall periodically review and regorthe Board regarding any questions of possible
conflicts of interest or related transactions imitog Board members or members of senior manageai¢he Company.

Procedures and Administration

1.

Meetings The Committee shall meet as often as it deemsssacy in order to perform its responsibilitieanajority of the
members of the Committee shall constitute a quoAumajority of the quorum (or, in the case a quorirthe time consists
two members of the Committee, both members preséat) be required to take formal action of the @dttee. The
Committee shall keep such records of its meetiagét shall deem appropriate.

SubcommitteesThe Committee may form and delegate authorityrt® or more subcommittees (including a subcommittee
consisting of a single members), as it deems apiategdrom time to time under the circumstances.

Reports to the BoardThe Committee shall report regularly to the Board

Charter. The Committee shall, from time to time as it dsappropriate, review and reassess the adequalbis @harter and
recommend any proposed changes to the Board oftDisefor approval.

Annual SeHEvaluation. At least annually, the Committee shall evalutg@wn performance.
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Exhibit A
FUELCELL ENERGY, INC.
Criteria for Nomination as Director

General Criteria

7.

. Nominees should have a reputation for integrityydsty and adherence to high ethical stand:

. Nominees should have demonstrated business acexgerjence and ability to exercise sound judgmienisatters that relate to t

current and long-term objectives of the Company ahduld be willing and able to contribute positiwéd the decisionmaking
process of the Company.

. Nominees should have a commitment to understan@dmepany and its industry and to regularly attend participate in meetin

of the Board of Directors and its committees.

. Nominees should have the interest and ability tdeustand the sometimes conflicting interests ofviluéous constituencies of 1

Company, which include stockholders, employeestoonsrs, governmental units, creditors and the gémiblic, and to act in tl
interests of all stockholders.

. Nominees should not have, or appear to have, diciooff interest that would impair the nomir' s ability to represent the interest:

all the Company'’s stockholders and to fulfill tlessponsibilities of a director.

. Nominees shall not be discriminated against onbidws of race, religion, national origin, sex, sExorientation, disability or ai

other basis proscribed by law. The value of divgrsn the Board of Directors should be considered.

Nominees should normally be able to serve foradtléive years before reaching the age of

Application of Criteria to Existing Directors

The renomination of existing directors should netiiewed as automatic, but should be based onreong qualification under ti
criteria set forth above. In addition, the NomingtiCommittee shall consider the existing directpesformance on the Board ¢
any committee, which shall include consideratiothef extent to which the directors undertook cautig director education.

Criteria for Composition of the Board

The backgrounds and qualifications of the directoossidered, as a group should provide a signifidaeadth of experienc
knowledge and abilities that shall assist the Badr@irectors in fulfilling its responsibilities.
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ANNEX B - AUDIT AND FINANCE COMMITTEE CHARTER

FUELCELL ENERGY, INC.
Audit and Finance Committee Charter
Purpose

The principal purpose of the Audit and Finance Cattem (the “Committee”)jn its capacity as a committee of the Boarn
Directors, is to oversee (i) management's condfith® Companys financial reporting process, including reviewthe financial reports ai
other financial information provided by the Compaayd the Compang’ systems of internal accounting and financial sy (ii) the
Company’s independent auditors’ qualifications amkpendence and the audit and ot services provided to the Company, and (ii€
performance of the Company’s independent audifine. Committee shall also assist the Board in pingidversight as to the Compasy’
financial and related activities, including capitadrket transactions.

Membership

The Committee shall be comprised of not less thaeet members of the Board, and the Commgte®mposition shall meet 1
requirements of applicable Nasdaq rules (includtudes 4200(a)(15) and 4350(d)) and Section 30hef3arbane®xley Act of 2002 (th
“S-O Act”) and Securities and Exchange Commissit®EC”) rules promulgated thereunder (including Exohe Act Rule 10/43).
Accordingly, all members of the Committee will belependent directors (as independence is defingeriMasdaq Rule 4350(d)(2)(A)(i) &
under Exchange Act Rule 102(b)(1)); all members of the Committee will be atderead and understand fundamental financial reteibé:
(including balance sheets, income statements astdftaw statements); no member of the Committed bhae participated in the preparat
of the financial statements of the Company or amyent subsidiary of the Company at any time duthmg past three years; and at least
member of the Committee will meet the financialtlgspcation requirements set forth in Nasdaq R@80d)(2)(A)(i). It is also expected tl
at least one member of the Committee will be arditacommittee financial expertds that term is defined in Item 410(h) of SEC Ratjoif
S-K.

Key Responsibilities

The Committee's job is one of oversight and @ogmizes that the Compasymanagement is responsible for preparing
Companys financial statements and that the independeritaasdare responsible for auditing those finanstatements to confirm that tt
present fairly in all material respects and arepgred in accordance with generally accepted acomuprinciples (“GAAP”). Additionally,
the Committee recognizes that financial managenaewt the independent auditors have more time andvikedge and more detail
information about the Company than do Committee b®s] consequently, in carrying out its oversigisponsibilities, the Committee is
providing any expert or special assurance as toChvapanys financial statements or any professional cediiftm as to the independ
auditors’ work.

In carrying out its oversight role, the Committdels perform the following functions, which may baried from time to time i
appropriate under the circumstances:
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Independent Auditors and Audit Process

" The Committee shall have the ultimate authority egsgponsibility to establish the compensation éwaluate the independ:
auditors, and the independent auditors shall reimettly to the Committee.

" The Committee shall review and approve the independuditors' compensation and consider their auldit and procedur
and review any problems arising from the annualtai@mination.

" The Committee shall pre-approve all audit and aodit services provided to the Company by the ieddpnt auditors. Tl
Committee shall prohibit the independent auditoosnf performing noraudit services, as required by applicable Publim@any
Accounting Oversight Board (the “Accounting Overgigoard”) regulations and other applicable legal requireméntsuding
Section 10A(g) of the Exchange Act). The Commitieay delegate to one or more of its members theoatihto gran
preapprovals required hereunder. The decisionsgfraember to whom authority is delegated to grastipprovals shall |
presented to the full Committee at its next schedinheeting.

" The choice of independent auditors shall be anpuatified by the shareholders of the Company.
" The Committee shall:

0 Receive from the independent auditors, at leasti@hn a formal written statement delineating &llationships betwe:
the auditor and the Company consistent with Inddpeoe Standards Board Standard No. 1;

o Discuss with the independent auditors any suchlatied relationships and their impact on the inddpah auditors’
objectivity and independence;

o Develop guidelines for the Compasyhiring of employees of the independent auditor® were engaged on !
Companys account, which shall include a prohibition onirfgrany such employee as chief executive officéief
financial officer, chief accounting officer, conllier, or any equivalent positions, during oyear periods prior to tl
commencement of the audit; and

o Obtain and review, at least annually, a reporthmy independent auditors describing: the firm’srima quality€ontro
procedures and, in order to assess the auslilodependence, all relationships between the entgnt auditors and t
Company.

Financial Statements

" The Committee shall review with management and itidependent auditors the audited financial statésneamd th
Management’s Discussion and Analysis of Financiahdition and Results of Operations (“MD&A#isclosures to be includ
in the Company’s Annual Report on Form KOand the Annual Report to Stockholders, and revaw consider with t
independent auditors the matters required to beudied by Statement on Auditing Standards (“SARJ) 61. The Committe
shall determine whether to recommend inclusiorhe$é financial statements in these reports.
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" The Committee shall review with management and itldependent auditors the Compasyfinancial results and MD&
disclosures to be included in the Company’s Quigrieeports on Form 1@ and the matters required to be discussed by
No. 61, prior to the Compa'’s filing of the Form 10-Q.

" The Committee shall review with management the dypkinformation to be disclosed and the presematito be made
earnings press releases as far in advance ascptacti

" The Committee shall require the independent awglitorreport timely to the Committee all criticalcaanting policies ar
practices to be used by the Company; all altereatigatments of financial information within gerigraaccepted accountil
principles that have been discussed with managernofficials of the issuer, ramifications of the useé such alternativ
disclosures and treatments, and the treatmentrpedf®y the independent auditors; and other méateritten communicatior
between the independent auditors and managemehtastany management letter or schedule of unadjastferences.

" The Committee shall review major changes and othajor questions of choice respecting the applicatib appropriat
accounting principles, and the existence and snbstaf any material accruals, reserves and estimiatthe preparation of t
Company’s financial statements. The Committee stiattuss with the independent auditors, and confivat the Company’
financial statements reflect, all material cornegtadjustments identified by them in accordancé V@AAP and SEC rules a
regulations.

" The Committee shall review material pending legatpedings involving the Company and consider otbeatingent liabilities
as well as other risks and exposures that may aawaterial impact on the financial statements.

" The Committee shall review with management andrtiependent auditors the financial statement effetpending regulato
and accounting initiatives.

" The Committee shall review with management, foeaegal understanding, managememisk assessment and risk manage
guidelines.

" The Committee shall review all material off-balasteet transactions.
" The Committee shall review and oversee the resmlutf any significant potential disputes or disagnents betwes
management and the Company’s independent auditatsaatose in connection with the preparation ofGloenpanys financia

statements or financial reporting generally.

" The Committee shall prepare an Audit Committee Refoo inclusion in the Compang’annual meeting of stockholders pr
statement as required by SEC regulations.

Finance Matters

" The Committee shall review, approve and/or disappmotential equity, debt or other financing pragdesand refer to the Boe
for vote when appropriate.

" The Committee shall advise management and the Bdditectors on capital market issues.
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CEOICFOQ Certifications, Internal Controls and Coaits

= The Committee shall review as appropriate with@oenpanys chief executive officer and chief financial officthe conten
of the personal certifications required to be miaglthem pursuant to Sections 302 and 906 of the/&tO

= The Committee shall consider the quality and adeyjeh the Company internal controls and will review with managen
and the independent auditors their assessmenteddequacy of internal controls, and the resalutibidentified materi:
weaknesses and reportable conditions in internafrals, including the prevention or detection ofmagement override
compromise of the internal control system.

= The Committee shall review the Companypolicies and procedures regarding compliance \ajiplicable laws ar
regulations, which shall include a Code of Ethlwgt tromplies with the requirements promulgated uisgetion 406 of the S-
O Act and the SEC regulations adopted pursuanhig dection, and a Code of Conduct that compligh wie standar
contained in NASDAQ rules.

L] The Committee shall review and approve all relapedty transactions and any modifications theretd aonsult witl
management, legal counsel, and the independentoasidb ensure that such transactions are effeatet disclosed
conformity with applicable legal requirements ahd €Company’s Code of Ethics and Conduct Code ofiGoin

= The Committee shall inquire into any evidence I&fgial conduct or nogempliance with Company policies of which it n
become aware.

. The Committee shall establish procedures for @) ridceipt, retention and treatment of complainteired by the Compal
regarding accounting, internal accounting contenlauditing matters or suspected violations ofGleenpanys Code of Ethic
Code of Conduct or other policies and procedureshef Company, and (i) the confidential, anonymsus®mission b
employees of the Company of concerns regardingtigmeble accounting or auditing matters or suspmeetelations of th
Company’s Code of Ethics, Code of Conduct or offaticies and procedures.

Procedures
= In discharging its oversight role, the Committeenspowered to investigate any matter brought tatisntion with full acce:
to all books, records, facilities and personnethef Company and authority to retain outside coyraeditors or other expe

for this purpose.

L] The Committee shall have the authority to retastalglish the compensation for and terminate outsmiensel and oth
experts and advisors, including public accountaagst determines appropriate to assist in thepeitformance of its function

= The Committee shall meet as often as deemed negessappropriate in its judgment, generally astefaur times each ye
either in person or by phone. The Committee or nbex of the Committee shall meet with the indepehdeditors at lea
quarterly.

L] The Committee shall meet on occasion with the irddpnt auditors outside the presence of senior geamant.

. The Committee shall review with the independentitausl any problems or difficulties the auditors m@rve encountered a
any management letter provided by the auditorsnamdagement's response to that letter.
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The Committee may undertake an annual performavaleation of the Committee.

The Committee shall review the adequacy of thisr@nh@n an annual basis and recommend changes ®oidwrd for approve
The Company shall provide for appropriate fundiag,determined by the Committee, in its capacita @mmittee of tr
Board, for payment of: compensation to independeniitors engaged for the purpose of preparingsuing an audit report

performing other audit, review or attest serviaastifie Company; compensation to any advisers apiptely employed by tt
Committee; and ordinary administrative expenseb®Committee that are necessary or appropriataritying out its duties.
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ANNEX C - 2006 EQUITY INCENTIVE PLAN

FUELCELL ENERGY, INC.
2006 EQUITY INCENTIVE PLAN

Section 1. Purpose

The purpose of the FuelCell Energy, Inc. 2006 Bglitentive Plan (the “Plans to attract and retain key employees, direc

advisors and consultants, to provide an incentive them to assist FuelCell Energy, Inc. (the “Cogtion”) to achieve longange
performance goals, and to enable them to partieipethe long-term growth of the Corporation.

Section 2. Definitions

(@)

(b)

(©
(d)
(€)
(f)

(9)
(h)
(i)

()
(k)

“Affiliate” means any business entity in which the Corporations directly or indirectly 50% or more of the fatambined votin
power or has a significant financial interest afermined by the Committee.

“Annual Meeting”means the annual meeting of shareholders or spmeating in lieu of annual meeting of shareholdsrs/hict
one or more directors are elected.

“Award” means any Option, Stock Appreciation RightRestricted Stock awarded under the Plan.

“Board” means the Board of Directors of the @mation.

“Code” means the Internal Revenue Code of 188&mended from time to time.

“Committee” means the Compensation Committee of the Boardjar ether committee of not less than two memberth®Boar
appointed by the Board to administer the Plan, igexV that the members of such Committee must be Boployee Directors
defined in Rule 16b-3(b) promulgated under the 8ges Exchange Act of 1934, as amended.

“Common Stock” or “Stock” means the Common Stodk, yalue $.0001 per share, of the Corporation.

“Corporation” means FuelCell Energy, Inc.

“Designated Beneficiaryineans the beneficiary designated by a Participaat, manner determined by the Board, to receiveusuts
due or exercise rights of the Participant in thergwf the Participard’ death. In the absence of an effective designdtior
Participant, Designated Beneficiary shall meanRhsdicipant’s estate.

“Director” means any non-employee member of therBoa

“Fair Market Value” means, with respect to Common Stock or any othepgty, the fair market value of such propert
determined by the Board in good faith or in the nerestablished by the Board from time to time.
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()] “Incentive Stock Option'means an option to purchase shares of Common Ste@tded to a Participant under Section 6, whi
intended to meet the requirements of Section 42ReCode or any successor provision.

(m) “Nonqualified Stock Optionmeans an option to purchase shares of Common Stecltded to a Participant under Section 6, w
is not intended to be an Incentive Stock Option.

(n) “Option” means an Incentive Stock Option or anijualified Stock Option.

(0) “Participant” means a person selected by thar@8to receive an Award under the Plan.

(p) “Restricted Periodineans the period of time selected by the Boarchdusihich an award of Restricted Stock may be fteteto thi
Corporation.

(a) “Restricted Stock” means shares of Common Stocfestito forfeiture, awarded to a Participant un8ection 8.

(9] “Stock Appreciation Right” or “SAR’means a right to receive any excess in value afeshaf Common Stock over the refere

price, awarded to a Participant under Section 7.
Section 3. Administration

The Board shall have the responsibility to admérishe Plan. The Board has designated the Comntdtadminister the Plan. T
Board, including any duly authorized committee lbé tBoard, shall have authority to adopt, alter agpkal such administrative rul
guidelines and practices governing the operatioth@fPlan as it shall from time to time considevisable, and to interpret the provision:
the Plan. The Board'decisions shall be final and binding. To the eixgermitted by applicable law and permitted to tike requirements
Rule 16b3 promulgated under the Securities Exchange A&98#, as amended, the Board may delegate to thenittaa the power to ma
Awards to Participants and all determinations urtderPlan with respect thereto.

Section 4. Eligibility
All employees and, in the case of Awards other tinaentive Stock Options, directors, advisors amasaltants of the Corporation
any Affiliate capable of contributing significanttp the successful performance of the Corporatidiner than a person who has irrevoc

elected not to be eligible, are eligible to be iegrants in the Plan.

Section 5. Stock Available for Awards

(@) Subject to adjustment under subsection (b), Awardg be made under the Plan of up to a maximum5&f@2000 shares of Comir
Stock. If any Award in respect of shares of ComrBtock expires or is terminated unexercised orrifi@d for any reason or sett
in a manner that results in fewer shares outstgnithian were initially awarded, including withounitation the surrender of share:
payment for the Award or any tax obligation therethre shares subject to such Award or so surreddesethe case may be, to
extent of such expiration, termination, forfeitmedecrease, shall again be available for awarautiee Plan, subject, however
the case of Incentive Stock Options, to any limotatrequired under the Code. Common Stock issugsligh the assumption
substitution of outstanding grants from an acquaegboration shall not reduce the shares avail@bl&wards under the Plan. Sha
issued under the Plan may consist in whole or ihgfaauthorized but unissued shares or treasuayesh
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(b)

In the event that the Board determines that angkstlividend, extraordinary cash dividend, creatidra class of equity securiti
recapitalization, reorganization, merger, consoiatg split-up, spineff, combination, exchange of shares, warrantsgits offering
to purchase Common Stock at a price substanti@lgvb fair market value, or other similar transactaffects the Common Stc
such that an adjustment is required in order tsgme= the benefits or potential benefits intendeblet made available under the P
then the Board, subject, in the case of IncentieelSOptions, to any limitation required under @ede, shall equitably adjust any
all of (i) the number and kind of shares in respgaoivhich Awards may be made under the Plan, ii§) tumber and kind of sha
subject to outstanding Awards, and (iii) the awaxkrcise or conversion price with respect to anpe foregoing, and if consider
appropriate, the Board may make provision for a&hqasyment with respect to an outstanding Awardyiged that the number
shares subject to any Award shall always be a winaheber.

Section 6._Stock Options

(@)

(b)

(©

(d)

(€)

(f)

Subject to the provisions of the Plan, the Board maard Incentive Stock Options and Nonqualifiedc&tOptions and determi
the number of shares to be covered by each Optienpption price therefore and the conditions amdtdtions applicable to ti
exercise of the Option. The terms and conditionfhoéntive Stock Options shall be subject to anehmly with Section 422 of t
Code, or any successor provision, and any reguaktisereunder.

The Board shall establish the option price at theeteach Option is awarded, which price shall rotdss than 100% of the F
Market Value of the Common Stock on the date ofrdwéth respect to Incentive Stock Options.

Each Option shall be exercisable at such timessabfect to such terms and conditions as the Boaxyl specify in the applicat
Award or thereafter. The Board may impose such itimmd with respect to the exercise of Options|udig conditions relating
applicable federal or state securities laws, aerisiders necessary or advisable.

No shares shall be delivered pursuant to any eseeafian Option until payment in full of the optiprice therefore is received by
Corporation. Such payment may be made in whol@ @ait in cash or, to the extent permitted by tloarél at or after the award
the Option, by delivery of shares of Common Stowkned by the option holder, including Restricted cRtovalued at their Fe
Market Value on the date of delivery, by the redhrctof the shares of Common Stock that the optitdgrowould be entitled
receive upon exercise of the Option, such sharbe tmalued at their Fair Market Value on the ddtexercise, less their option pr
(a so-called “cashless exercise”), or such othegfuconsideration as the Board may determine.

The Board may provide for the automatic award ofOgtion upon the delivery of shares to the Corporain payment of an Optic
for up to the number of shares so delivered.

In the case of Incentive Stock Options the follogvadditional conditions shall apply to the exteaguired under Section 422 of
Code for the options to qualify as Incentive St@gktions:

0] Such options shall be granted only to employedhedfCorporation, and shall not be granted to amggrewho owns stock tr
possesses more than ten percent of the total cechbioting power of all classes of stock of the @oation or of its parent
subsidiary corporation (as those terms are defim&ection 422(b) of the Internal Revenue Code3#6l as amended, and
regulations promulgated thereunder), unless, atitte of such grant, the exercise price of sucloop at least 110% of t
fair market value of the stock that is subjectuolsoption and the option shall not be exercisatdee than five years after
date of grant;
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(i)  Such options shall, by their terms, be transiide by the optionholder only by the laws of des@and distribution, and shall be
exercisable only by such optionholder during Hetiline;

(iii)  Such options shall not be granted more themytears from the effective date of this Plan gr subsequent amendment to the
Plan approved by the stockholders of the Corpanatibich extends this Incentive Stock Option expiratate, and shall not
be exercisable more than ten years from the dajeanit; and

(iv)  Notwithstanding other provisions hereof, the aggted-air Market Value (determined at the time timehtive Stock Option
granted) of the Common Stock with respect to whiadentive Stock Options are exercisable for thet fime by the employ:
during any calendar year (under all such planshef émployee's employer corporation and its parewt subsidiar
corporations) shall not exceed $100,000.

Section 7._Stock Appreciation Rights

Subject to the provisions of the Plan, the Boarg ma&ard SARs in tandem with an Option (at or after award of the Option),
alone and unrelated to an Option. The Board sis#dloéish the option price at the time each SARnarded, which price shall not be less 1
100% of the Fair Market Value of the Common Stooklte date of award with respect to SARs. SARstgrhim tandem with an Option st
terminate to the extent that the related Optioexsrcised, and the related Option shall terminatéhe extent that the tandem SARs
exercised.

Section 8. Restricted Stock

@ Subject to the provisions of the Plan, the Boarg emard shares of Restricted Stock and determieealtination of the Restrict
Period during which, and the conditions under whittte shares may be forfeited to the Corporatiod tre other terms a
conditions of such Awards. Shares of RestrictectiStoay be issued for no cash consideration or ssicimum consideration .
may be required by applicable law.

(b) Shares of Restricted Stock may not be sold, asgjgransferred, pledged or otherwise encumberezbpxas permitted by the Boe
during the Restricted Period. Shares of RestriGautk shall be evidenced in such manner as thedBomy determine. Ar
certificates issued in respect of shares of ResttiStock shall be registered in the name of thidfmant and unless otherw
determined by the Board, deposited by the Partitjpgagether with a stock power endorsed in blaviky the Corporation. At tt
expiration of the Restricted Period, the Corporasiball deliver such certificates to the Participan if the Participant has died,
the Participant’s Designated Beneficiary.

Section 9. Directofs Grants

€)) Each year the Corporation may grant Awards to Dirscas compensation for their service to the Boardan amount to |
determined by the Board. Each Director shall deiteenthe form of such Award, which may be in thenfoof shares of Commi
Stock or Nonqualified Stock Options. Prior to tretedof grant, each Director shall elect the marmmevhich those Awards shall
granted. Any such election shall be effective far fiscal year and may not be changed.

(b) Prior to the beginning of the Corporatisrfiscal year, each Director may elect to defer gmants under this Section 9 pursuant tc
FuelCell Energy Inc. Directors Deferred CompensaBitan.
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Section 10. General Provisions Applicable to Awards

(@)

(b)

(©

(d)

(€)

(f)

(9)

Documentation. Each Award under the Plan shalMideaced by a written document delivered to thei€ipant specifying the terr
and conditions thereof and containing such othengeand conditions not inconsistent with the priovis of the Plan as the Boi
considers necessary or advisable to achieve thpopes of the Plan or comply with applicable tax sgllatory laws and account
principles.

Board Discretion. Each type of Award may be mad@el in addition to or in relation to any otherdygf Award. The terms of ea
type of Award need not be identical, and the Baaed not treat Participants uniformly. Except d&avise provided by the Plan
a particular Award, any determination with respectan Award may be made by the Board at the timavedrd or at any tin
thereafter.

Settlement. The Board shall determine whether Aware settled in whole or in part in cash, Commturtl§ other securities of t
Corporation, Awards, other property or such othethads as the Board may deem appropriate. If slei@smmon Stock are to
used in payment pursuant to an Award and such sheeee acquired upon the exercise of a stock offtidrether or not grant
under this Plan), such shares must have been he¢lkParticipant for at least six months.

Dividends and Cash Awards. In the discretion ofBloard, any Award under the Plan may provide thidigant with (i) dividends
or dividend equivalents payable currently or defémwith or without interest, and (ii) cash paymentieu of or in addition to an
Award.

Termination of Employment. The Board shall deteenihe effect on an Award of the disability, deatétirement or othe
termination of employment of a Participant andektent to which, and the period during which, tiatieipants legal representatiy
guardian or Designated Beneficiary may receive patrof an Award or exercise rights thereunder.

Change in Control. In order to preserve a Partitfigarights under an Award in the event of a changeoimtrol of the Corporatio
the Board in its discretion may, at the time an Advia made or at any time thereafter, take one anenof the following actions: |
provide for the acceleration of any time periodtielg to the exercise or realization of the Awgiij,provide for the purchase of t
Award upon the Participarst’request for an amount of cash or other propéy ¢ould have been received upon the exerci
realization of the Award had the Award been cufyeekercisable or payable, (iii) adjust the ternisttte Award in a mann
determined by the Board to reflect the change mtrod, (iv) cause the Award to be assumed, or rgiws substituted therefore,
another entity, or (v) make such other provisionttes Board may consider equitable and in the hbstasts of the Corporatic
Notwithstanding the foregoing, any change in InsenStock Options shall comply with the rules un8erction 424 of the Code ¢
no change may be made to any Award which would ntfaééward subject to the provisions of Section4@®the Code.

Withholding. The Corporation shall have the powead dhe right to deduct or withhold, or require atiegant to remit to th
Corporation an amount sufficient to satisfy fedestte and local taxes (including the ParticimaRfCA obligation) required to |
withheld with respect to an Award or any dividemdther distributions payable with respect ther&idhe Boards discretion, suc
tax obligations may be paid in whole or in parsirares of Common Stock, including shares retaired the Award creating the 1
obligation, valued at their Fair Market Value oe ttate of delivery. The Corporation and its Affiéia may, to the extent permitted
law, deduct any such tax obligations from any payneé any kind otherwise due to the Participant.
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(h)

(i)

0)

Amendment of Award. The Board may amend, modifyeominate any outstanding Award, including substitytherefore anoth
Award of the same or a different type, changing da&e of exercise or realization and convertingraoentive Stock Option to
Nonqualified Stock Option, provided that the P@pni’'s consent to such action shall be required untes8bard determines tt
the action, taking into account any related actwoild not materially and adversely affect the iegrant.

Except as otherwise provided by the Board, Awarmteu the Plan are not transferable other than sigmted by the Participant
will or by the laws of descent and distribution.

Notwithstanding any provision contained in thisrPta the contrary, in no event shall the Board takg action which violate any
the applicable provisions of Section 409A of thal€o

Section 11. Miscellaneous

(@)

(b)

(©

(d)

(€)

(f)

No Right To Employment. No person shall have amynelor right to be granted an Award, and the godran Award shall not t
construed as giving a Participant the right to tw@d employment. The Corporation expressly resetlie right at any time
dismiss a Participant free from any liability oaich under the Plan, except as expressly providéemapplicable Award.

No Rights As Shareholder. Subject to the provisiginte applicable Award, no Participant or DestgdaBeneficiary shall have a
rights as a shareholder with respect to any sleir€®mmon Stock to be distributed under the Plail ba or she becomes the hol
thereof. A Participant to whom Common Stock is aledrshall be considered the holder of the Stotkeatime of the Award exce
as otherwise provided in the applicable Award.

Effective Date. Subject to the approval of the shalders of the Corporation, the Plan shall bectffe on March 28, 2006. Prior
such approval, Awards may be made under the Plaressly subject to such approval.

Amendment of Plan. The Board may amend, suspertdrorinate the Plan or any portion thereof at anyeti provided that r
amendment shall be made without shareholder appifosach approval is necessary to comply with apyplicable requirement
the laws of the jurisdiction of incorporation ofetiCorporation, any applicable tax requirement,uditlg Section 422 of the Coi
any applicable rules or regulation of the Secwsitemd Exchange Commission, including Rule 1@pr any successor ri
thereunder), or the rules and regulations of NASD#x@ny other exchange or stock market over whiehQorporatiors securitie
are listed.

Governing Law. The provisions of the Plan shallgozerned by and interpreted in accordance withlakes of the jurisdiction ¢
incorporation of the Corporation.

Indemnity. Neither the Board nor the Committee, any members of either, nor any employees of theap@ation or any parel
subsidiary, or other affiliate, shall be liable fomy act, omission, interpretation, constructiordetermination made in good faitr
connection with their responsibilities with respéztthis Plan, and the Corporation hereby agreésdemnify the members of t
Board, the members of the Committee, and the emspkowf the Corporation and its parent or subsibain respect of any clai
loss, damage, or expense (including reasonablesebdees) arising from any such act, omission,rprtation, construction
determination to the full extent permitted by law.
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FuelCell Energy

C/O CONTINENTAL STOCK TRANSFER

17 BATTERY PLACE
NEW YORK, NY 10004

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit the voting instrucsiand for electronic delivery of information up unt
11:59 p.m. Eastern Daylight Time oMarch 27, 2006. Have the proxy card in hand wheressing th
Web site and follow the instructions to createslttronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE SHAREHOLDER COMMUNICA TIONS

If you would like to reduce the costs incurred hyeFCell Energy, Inc. in mailing proxy materials, yc
can consent to receiving all future proxy stateteeproxy cards and annual reports electronicaye-
mail or the Internet. To sign up for electronicidety, please follow the instructions above to vote shs
using the Internet and, when prompted, indicéi@ tyou agree to receive or access shareholder
communications electronically in future years. Yoay also sign upfor electronic delivery by contacti
www.investordelivery.com.

VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit the voitirsgructions up until 11:59 p.m. Eastern Daylic
Time on March 27, 2006. Have this proxy cardamdhwhen calling and then follow the instructions.

VOTE BY MAIL
Mark, sign and date the proxy card and return ihenpostage-paid envelope we have provided.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS: FU EL C1 KEEPTHISPORTIONFORY O URRE C OR DS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY-VOTING CARD IS VALID ONLY WHEN SIGNED AN D DATED.

FUELCELL ENERGY, INC.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSALS 1, 2 AND 3.

To withhold authority to vote for
any individual nominee, mark “For

For Withhold  Except For All Except” and write the nominee’s
1. Election of Directors: All All All name on the line below.
Nominees:  01) Warren D. Bagatelle 06) William A. Lawson O O O
02) R. Daniel Brdar 07) Jerry D. Leitman
03) Michael Bode 08) Charles J. Murphy
04) James D. Gerson 09) George K. Petty
05) Thomas L. Kempner 10) John A. Rolls
Vote on Proposals For  Against Abstain
2. Ratification of Selection of KPMG LLP as indepentiBegistered Public Accounting Firm O O O
3. Adoption of the 2006 FuelCell Energy, Inc. Equitecéntive Plan. O O O

4. As such proxies may in their discretion determimeespect of any other business prog
to come before said meeting (the Board of Direckoi@wving of no such other business).

(Please sign in the same form as name appearsrhdfgecutor
and other fiduciaries should indicate their titlék.signed or
behalf of a corporation, give title of officer sigg).

Please indicate if you plan to attend this meeting

YES NO




Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) Date
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PROXY FORM PROXY FORM

FUELCELL ENERGY, INC.

PROXY FOR ANNUAL MEETING OF STOCKHOLDERS MARCH 28, 2006
SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Jerry D. LeitmahJaseph G. Mahler, and each of them, attorneysfulit power of substitution, to
vote as directed on the reverse side all shar€oofmon Stock of FuelCell Energy, Inc. registerethemnname of the undersigned, or which
the undersigned may be entitled to vote, at theuhMeeting of Stockholders to be held at the Sbhar®anbury Hotel located at 18 Old
Ridgebury Road, Danbury, CT at 10:00 a.m. and ptaaijournment or postponement thereof.

UNLESS THE STOCKHOLDER DIRECTS OTHERWISE, THIS PROX Y WILL BE VOTED FOR ITEMS 1, 2 AND 3 AS
PROPOSED.
PLEASE SIGN, DATE AND RETURN IN THE ENVELOPE PROVID ED.
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