FOR IMMEDIATE RELEASE

Sherrill Stone to Retire as Peerless CEO, Continue as Chairman; Peter Burlage to be Chief Executive Officer 
Dallas, Texas – May 23, 2006 -- Peerless Mfg. Co. (Nasdaq: PMFG) announced that effective June 30, 2006, its Chairman and Chief Executive Officer, Sherrill Stone, has decided to retire as President and Chief Executive Officer of the Company.  Mr. Stone will continue to serve on the Board as Chairman.

In announcing the change, the Peerless Board of Directors stated, “Sherrill Stone has brought a clear vision, strong leadership and critical change to Peerless. He has  continued and built on Peerless' reputation as a leading supplier of quality products based on lessons learned from his predecessor, Donald A. Sillers, Jr., led the Company’s diversification strategy and has faced challenging issues with thoughtfulness and integrity.  Sherrill retires with Peerless well positioned for future success.  The board reluctantly accepts Sherrill's decision and is grateful to him for his exemplary service.  We are pleased that he has agreed to remain as Chairman of the Board to ensure a smooth transition.” 
The Board of Directors today named Peter J. Burlage, currently Chief Operating Officer of Peerless, to succeed Mr. Stone as President and CEO.  Mr. Burlage will assume his new responsibilities effective June 30, 2006.

Commenting on the appointment of Peter Burlage as CEO, the Peerless Board of Directors said, “Peter Burlage brings significant experience in the industry and a proven record of leadership and performance to his new responsibilities.”  We are delighted to have a strong leader with Peter's experience and capabilities to succeed Sherrill as CEO.
In reflecting on his decision to retire, Mr. Stone said: “Peerless is performing well.  I am leaving a very good company in great hands.  I have had a terrific business career for more than 44 years, and I am very proud to have been associated with Peerless and all of its employees, representatives and customers.  ”
Mr. Stone said he was proud of the company's accomplishments and that Peter Burlage is the right leader to become the next CEO of Peerless.  “Peter is a seasoned and gifted executive and he has the experience, the instincts and the track record to lead Peerless in this exciting time in our history, Mr. Stone said.

Mr. Burlage joined Peerless in 1992 and has held several executive management positions at the Company including Vice President of Engineering, and Vice President of the Environmental Business Division.  He was appointed Chief Operating Officer in 2005.  Mr. Burlage received a BS in Engineering from The University of Texas at Arlington and an MBA from Baylor University.

“Peerless is a better company because of Sherrill, and I want to thank him for the trust he has placed in me as well as his friendship.  I would also like to thank the Peerless Board of Directors for the confidence they have shown in me with this opportunity to serve as the next CEO of Peerless.  I look forward to continuing to work side-by-side with our employees to help the company achieve even greater customer success.  I couldn't be more excited about the future of Peerless,” Mr. Burlage said.

Mr. Stone has served as Chief Executive Officer since 1993.  He joined Peerless in 1962 and has held executive management positions including President since 1986.  Mr. Stone will continue to serve as Chairman of the Board of Directors, a position he has held since 1993.  

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.
For Further Information Contact:

Mr. Sherrill Stone, Chairman and Chief Executive Officer

Mr. Henry G. Schopfer, Chief Financial Officer

Peerless Mfg. Co.

2819 Walnut Hill Lane

Dallas, Texas 75229

Phone:  (214) 353-5590

Fax:      (214) 351-4172

www.peerlessmfg.com






