FOR IMMEDIATE RELEASE

Peerless Mfg. Co. Awarded Contracts Totaling $5.4 Million for Steam Dryer Systems 
Dallas, Texas – May 31, 2006 -- Peerless Mfg. Co. (Nasdaq: PMFG) today announced that it was  awarded contracts, valued at approximately $5.4 million, to provide steam dryer systems to several nuclear power plants.

Steam dryers are utilized as the final stage of water separation within a reactor vessel (BWR plants) or steam generator vessel (PWR plants). Peerless is the global leader, supplying steam dryers to the industry for over 30 years. 
The first contract, valued at approximately $3.8 million, was awarded to Peerless for the supply of multiple sets of steam dryer systems to be installed in BWR reactor vessels in two nuclear power plants located in Europe.  These systems, based on Peerless technology that was recently proven at a customer's nuclear facility, will be installed as part of a project to increase the power output and efficiency of three existing nuclear plants.  These systems will be manufactured in Europe under Peerless' direction. The Company expects to deliver these units during its fiscal year beginning July 1, 2006.
The second order, consisting of two separate contracts from a major Japanese supplier of steam generators and totaling approximately $1.6 million,  was awarded to Peerless for the supply of steam dryer systems. These systems  will be installed into PWR replacement steam generators.  One unit will be delivered for installation in France and the other will be delivered to a nuclear plant in California, each as part of plant modernization projects. These units will be manufactured at Peerless’ Denton, Texas plant.   The Company expects to deliver these units during fiscal years 2007 and 2008.
Mr. Sherrill Stone, Chairman and Chief Executive Officer, stated, “We are pleased with these important new orders and the continued increase in the number of new projects in the nuclear power industry.  With the continued increase in cost in fossil energy for power generation, nuclear power plant life extension and upgrading is expected to continue to be a significant contributor to our business in future periods.”
About Peerless Mfg. Co.  

Peerless Mfg. Co. is engaged in the business of designing, engineering, manufacturing and selling highly specialized products used for the abatement of air pollution and products for the separation and filtration of contaminants from gases and liquids.  The Company is headquartered in Dallas, Texas, and markets its products worldwide.

Safe Harbor Under The Private Securities Litigation Reform Act of 1995

Certain statements contained in this press release that are not historical facts are forward-looking statements that involve a number of known and unknown risks, uncertainties and other factors that could cause the actual results, performance or achievements of the Company to be materially different from any future results, performance or achievement expressed or implied by such forward-looking statements.  The words "anticipate," "preliminary," "expect," "believe," "intend" and similar expressions identify forward-looking statements.  The Private Securities Litigation Reform Act of 1995 provides a "safe harbor" for such forward-looking statements.  In order to comply with the terms of the safe harbor, the Company notes that a variety of factors could cause actual results and experience to differ materially from the anticipated results or other expectations expressed in such forward-looking statements.  The risks and uncertainties that may affect the operations, performance, development and results of the Company include, but are not limited to:  the growth rate of the Company's revenue and market share, the consummation of new, and the non-termination of, existing contracts; the Company's ability to effectively manage its business functions while growing its business in a rapidly changing environment, the Company's ability to adapt and expand its services in such an environment; the quality of the Company's plans and strategies; and the Company's ability to execute such plans and strategies.  Other important information regarding factors that may affect the Company's future performance is included in the public reports that the Company files with the Securities and Exchange Commission, including the information under Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Factors That May Affect Our Operating Results and Other Risk Factors,” in our Annual Report on Form, 10-K for the fiscal year ended June 30, 2005.   The Company undertakes no obligation to revise any forward-looking statements or to update them to reflect events or circumstances occurring after the date of this release, or to reflect the occurrence of unanticipated events.  Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof.  The inclusion of any statement in this release does not constitute an admission by the Company or any other person that the events or circumstances described in such statement are material.
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