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PART I

ITEM 1. BUSINESS

Company Overview and Principal Products and Services

Perma-Fix Environmental Services, Inc. (the Company, which may be referred to as we, us, or our), an environmental and
technology know-how company, is a Delaware corporation organized in 1990, and is engaged through its subsidiaries, in:

e Nuclear Waste Management Services (“Nuclear Segment”), which includes:
o Treatment, storage, processing and disposal of mixed waste (which is waste that contains both low-level radioactive
and hazardous waste) including on and off-site waste remediation and processing;
o Nuclear, low-level radioactive, and mixed waste treatment, processing and disposal; and
o Research and development of innovative ways to process low-level radioactive and mixed waste.
o Consulting Engineering Services (“Engineering Segment”), which includes:
o Consulting services regarding broad-scope environmental issues, including environmental management programs,
regulatory permitting, compliance and auditing, landfill design, field testing and characterization.

On May 18,2007, our Board of Directors authorized the divestiture of our Industrial Segment. Our Industrial Segment provides
treatment, storage, processing, and disposal of hazardous and non-hazardous waste, wastewater management services, and
environmental services, which includes emergency response, vacuum services, marine environmental and other remediation
services. The decision to sell our Industrial Segment is based on our belief that our Nuclear Segment represents a sustainable
long-term growth driver of our business. During 2007, we have entered into several letters of intent to sell various portions of
our Industrial Segment. All of the letters of intent have expired or terminated without being completed, except: we completed,
on January 8, 2008, the sale of substantially all of the assets of Perma-Fix Maryland, Inc. (“PFMD”) for $3,825,000 in cash,
subject to a working capital adjustment during 2008, and assumption by the buyer of certain liabilities of PFMD, and during
March 2008, we completed the sale of substantially all of the assets of Perma-Fix of Dayton, Inc. (“PFD”) for approximately
$2,143,000 in cash, subject to certain working capital adjustments after the closing, plus assumption by the buyer of certain of
PFD’s liabilities and obligations, (including, without limitation, certain obligations under the Settlement Agreement entered
into by PFD in connection with the settlement of plaintiff’s claims under the Fisher Lawsuit, as discussed and defined in
“Legal Proceedings”, and approximately $562,000 in PFD’s obligations for and relating to supplemental environmental
projects that PFD is obligated to perform under the Consent Decree entered into with the federal government in settlement of
the Government’s Lawsuit as discussed and defined in “Legal Proceedings™) in connection with the Fisher Lawsuit. We are
negotiating the sale of Perma-Fix South Georgia, Inc. (“PFSG”). We anticipate that the sale of PFSG will be completed by end
of May 2008. The terms of the sale of PFSG are subject to being finalized. We are attempting to sell the other companies
and/or operations within our Industrial Segment, but as of the date of this report, we have not entered into any agreements
regarding these other companies or operations within our Industrial Segment.

At May 25, 2007, the Industrial Segment met the held for sale criteria under Statement of Financial Accounting Standards
(“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, and therefore, certain assets and
liabilities of the Industrial Segment are reclassified as discontinued operations in the Consolidated Balance Sheets, and we
have ceased depreciation of the Industrial Segment’s long-lived assets classified as held for sale. The results of operations and
cash flows of the Industrial Segment have been reported in the Consolidated Financial Statements as discontinued operations
for all periods presented.

We believe that the divestiture of certain facilities within our Industrial Segment has not occurred within the anticipated time
period due to the current state of our economy which has impacted potential buyers’ ability to obtain financing. In addition,
the original letter of intent entered between us and a potential buyerincluded the majority of the companies within our
Industrial Segment. This sale did not materialize, leading




us to pursue the potential sale of each company individually. Although this process has taken more time than anticipated for
numerous reasons, we continue to market the facilities within our Industrial Segment for eventual sale.

Our present objective is to focus on the efficient operation of our existing facilities within our Nuclear and Engineering
Segments, evaluate strategic acquisitions within the Nuclear Segments, and to continue the research and development of
innovative technologies for the treatment of nuclear waste, mixed waste and industrial waste. On June 13,2007, we completed
the acquisition of Nuvotec USA, Inc. (k/n/a Perma-Fix of Northwest, Inc. — “PFNW”) and its wholly owned subsidiary, Pacific
EcoSolutions, Inc (PEcoS) (k/n/a Perma-Fix of Northwest Richland, Inc. — “PFNWR”) for $17.3 million. PENWR is a hazardous
waste, low level radioactive waste and mixed waste (containing both hazardous waste and low level radioactive waste)
management company based in Richland, Washington, adjacent to the Department of Energy’s (“DOE”) Hanford facility. This
acquisition provides us with a number of strategic benefits. Foremost, this acquisition secured PFNWR’s radioactive and
hazardous waste permits and licenses, which further solidified our position within the mixed waste industry. Additionally, the
PFNWR facility is located adjacent to the Hanford site, which represents one of the largest environmental clean-up projects in
the nation and is expected to be one of the most expansive of DOE’s nuclear weapons’ facilities to remediate. In addition, the
acquisition of PENWR facility introduced our west coast presence and increases our treatment capacity for radioactive only
waste. For 2007, PFNWR generated $8,439,000 in revenue, which represents 15.6% ofour consolidated revenue from
continuing operations.

W e service research institutions, commercial companies, public utilities and governmental agencies nationwide. The
distribution channels for our services are through direct sales to customers or via intermediaries.

We were incorporated in December of 1990. Our executive offices are located at 8302 Dunwoody Place, Suite 250, Atlanta,
Georgia 30350.

Website access to Company's reports

Our internet website address is www.perma-fix.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and amendments to those reports filed or furnished pursuant to section 13(a) or 15(d) of the Exchange Act
are available free of charge through our website as soon as reasonably practicable after they are electronically filed with, or
furnished to, the Securities and Exchange Commission (“Commission”). Additionally, we make available free of charge on our
internet website:

e our Code of Ethics;
e the charter of our Corporate Governance and Nominating Committee;
e our Anti-Fraud Policy;

e the charter of our Audit Committee.

Segment Information and Foreign and Domestic Operations and Export Sales
During 2007, we were engaged in two operating segments. Pursuant to FAS 131, we define an operating segment as:

e abusiness activity from which we may earn revenue and incur expenses;

o whose operating results are regularly reviewed by the president and chief operating officer to make decisions about
resources to be allocated and assess its performance; and

o for which discrete financial information is available.

We therefore define our operating segments as each business line that we operate. These segments, however, exclude the
corporate and operation headquarters, which do not generate revenue and our Industrial Segment, our discontinued operations,
as discussed above.




Most of our activities are conducted nationwide. We do not own any foreign operations and we had no export sales during
2007.

Operating Segments

We have two operating segments, which represent each business line that we operate. The Nuclear Segment, which operates
four facilities (including our newly acquired PFNWR facility, as mentioned below), and the Consulting Engineering Services
Segment as described below:

NUCLEAR WASTE MANAGEMENT SERVICES, which includes nuclear, low-level radioactive, mixed (waste containing
both hazardous and low-level radioactive constituents) hazardous and non-hazardous waste treatment, processing and disposal
services through four uniquely licensed (Nuclear Regulatory Commission or state equivalent) and permitted (Environmental
Protection Agency or state equivalent) treatment and storage facilities. The presence of nuclear and low-level radioactive
constituents within the waste streams processed by this segment creates different and unique operational, processing and
permitting/licensing requirements, as discussed below.

Perma-Fix of Florida, Inc. (“PFF”), located in Gainesville, Florida, specializes in the storage, processing, and treatment of
certain types of wastes containing both low-level radioactive and hazardous wastes, which are known in the industry as mixed
waste (“mixed waste”). PFF is one of the first facilities nationally to operate under both a hazardous waste permit and a
radioactive materials license, from which it has built its reputation based on its ability to treat difficult waste streams using its
unique processing technologies and its ability to provide related research and development services. PFF has substantially
increased the amount and type of mixed waste and low level radioactive waste that it can store and treat. Its mixed waste
services have included the treatment and processing of waste Liquid Scintillation Vials (LSVs) since the mid 1980's. LSVs are
used for the counting of certain radionuclides. The LSVs are generated primarily by institutional research agencies and
biotechnical companies. The business has expanded into receiving and handling other types of mixed waste, primarily from
the nuclear utilities, commercial generators, prominent pharmaceutical companies, the Department of Energy (“DOE”) and
other government facilities as well as select mixed waste field remediation projects. PFF also continues to receive and process
certain hazardous and non-hazardous waste streams as a compliment to its expanded nuclear and mixed waste processing
activities.

Diversified Scientific Services, Inc. (“DSSI”) located in Kingston, Tennessee, specializes in the storage, processing, and
destruction of certain types of mixed waste. DSSI, like PFF, is one of only a few facilities nationally to operate under both a
hazardous waste permit and a radioactive materials license. Additionally, DSSI is the only commercial facility of its kind in the
U.S. that is currently operating and licensed to destroy liquid organic mixed waste, through such a treatment unit. DSSI
provides mixed waste disposal services for nuclear utilities, commercial generators, prominent pharmaceutical companies, and
agencies and contractors of the U.S. government, including the DOE and the Department of Defense (“DOD”). We are currently
working toward permitting the facility for Polychlorinated Biphenyls (PCB) destruction.

East Tennessee Materials & Energy Corporation (“M&EC”), located in Oak Ridge, Tennessee, is another mixed waste facility.
M&EC also operates under both a hazardous waste permit and radioactive materials license. M&EC represents the largest of
our four mixed waste facilities, covering 150,000 sq. ft., and i slocated in leased facilities at the DOE East Tennessee
Technology Park. In addition to providing mixed waste treatment services to commercial generators, nuclear utilities and
various agencies and contractors of the U.S. Government, including the DOD, M&EC was awarded three contracts to treat DOE
mixed waste by Bechtel-Jacobs Company, LLC, DOE’s Environmental Program Manager, which covers the treatment of mixed
waste throughout all DOE facilities. Two of these contracts have been extended through September 2009. In 2007, M&EC
completed its facility expansion (“SouthBay”) to treat DOE special process wastes from the DOE Portsmouth Gaseous
Diffusion Plant located in Piketon, Ohio under the subcontract awarded by LATA/Parallax Portsmouth LLC to our Nuclear
Segment in 2006. LATA/Parallax performs




environmental remediation services, including groundwater cleanup and waste management activities, under contract to DOE
at the Portsmouth site.

PFNWR, which we acquired in June 2007, is located in Richland, Washington. PFNWR is a permitted hazardous, low level
radioactive and mixed waste treatment, storage and disposal facility located at the Hanford U.S. DOE site in the eastern part of
the state of Washington. The DOE’s Hanford site is subject to one of the largest, most complex, and most costly DOE clean up
plans. The strategic addition of PFNWR facility provides the Company with immediate access to treat some of the most
complex nuclear waste streams in the nation. PENWR predominately provides waste treatment services to contractors of
government agencies, in addition to commercial generators.

For2007, the Nuclear business (including $8,439,000 in revenue of our PENWR facility) accounted for $51,704,000 (or
95.6%) of total revenue from continuing operations, as compared to $49,423,000 (or 93.6%) of total revenue for 2006. See “ -
Dependence Upon a Single or Few Customers” and “Financial Statements and Supplementary Data” for further details and a
discussion as to our Nuclear Segment's contracts with the federal government or with others as a subcontractor to the federal
government.

CONSULTING ENGINEERING SERVICES, which provides environmental engineering and regulatory compliance consulting
services through one subsidiary, as discussed below.

Schreiber, Yonley & Associates (“SYA”) is located in Ellisville, Missouri. SYA specializes in environmental management
programs, permitting, compliance and auditing, in addition to landfill design, field investigation, testing and monitoring. SYA
clients are primarily industrial, including many within the cement manufacturing industry. SYA also provides the necessary
support, compliance and training as required by our operating facilities.

During 2007, environmental engineering and regulatory compliance consulting services accounted for approximately
$2,398,000 (or 4.4%) of our total revenue from continuing operations, as compared to approximately $3,358,000 (or 6.4%) in
2006. See “Financial Statements and Supplementary Data” for further details.

Discontinued Operations

As stated above, our Industrial Segment, which provides management of hazardous waste, non-hazardous waste, and waste
water, are classified as discontinued operations. At the beginning of 2007, the Industrial Segment consisted of six (6) operating
companies, as well as two non-operational companies. As stated above, during the first quarter of 2008, we sold PFMD and
PFD and are attempting to sell the remaining companies/operations within the Industrial Segment.

Our discontinued operations generated $30,407,000, $35,148,000 and $41,489,000 o frevenue in 2007, 2006, and 2005,
respectively.

Importance of Patents, Trademarks and Proprietary Technology

We do not believe we are dependent on any particular trademark in order to operate our business or any significant segment
thereof. We have received registration t o the year 2010 and 2012 for the service marks “Perma-Fix” and ‘“Perma-Fix
Environmental Services,” respectively, by the U.S. Patent and Trademark Office.

We are active in the research and development (“R&D”) of technologies that allow us to address certain of our customers'
environmental needs. To date, our R&D efforts have resulted in the granting of six active patents and the filing o f several
pending patent applications. Our flagship technology, the Perma-Fix Process, is a proprietary, cost effective, treatment
technology that converts hazardous waste into non-hazardous material. Subsequently, we developed the Perma-Fix II process,
a multi-step treatment process that converts hazardous organic components into non-hazardous material. The Perma-Fix II
process is




particularly important to our mixed waste strategy. We believe that at least one third of DOE mixed waste contains organic
components.

The Perma-Fix II process is designed to remove certain types of organic hazardous constituents from soils or other solids and
sludges (“Solids”) through a water-based system. Until development of this Perma-Fix II process, we were not aware of a
relatively simple and inexpensive process that would remove the organic hazardous constituents from Solids without elaborate
and expensive equipment or expensive treating agents. Due to the organic hazardous constituents involved, the disposal
options for such materials are limited, resulting in high disposal cost when there is a disposal option available. By reducing
the organic hazardous waste constituents in the Solids to a level where the Solids meet Land Disposal Requirements, the
generator's disposal options for such waste are substantially increased, allowing the generator to dispose of such waste at
substantially less cost. We began commercial use of the Perma-Fix II process in 2000. However, changes to current
environmental laws and regulations could limit the use of the Perma-Fix II process or the disposal options available to the
generator. See “—Permits and Licenses” and “—Research and Development.”

Permits and Licenses

Waste management companies are subject to extensive, evolving and increasingly stringent federal, state and local
environmental laws and regulations. Such federal, state and local environmental laws and regulations govern our activities
regarding the treatment, storage, processing, disposal and transportation of hazardous, non-hazardous and radioactive wastes,
and require us to obtain and maintain permits, licenses and/or approvals in order to conduct certain of our waste activities.
Failure to obtain and maintain our permits or approvals would have a material adverse effect on us, our operations and
financial condition. The permits and licenses have a term ranging from one to ten years and, provided that we maintain a
reasonable level of compliance, renew with minimal effort and cost. Historically, there have been no compelling challenges to
the permit and license renewals. Such permits and licenses, however, represent a potential barrier to entry for possible
competitors.

Operating Segments:
PFF operates its hazardous, mixed and low-level radioactive waste activities under a RCRA Part B permit and a radioactive
materials license issued by the State of Florida.

DSSI operates hazardous, mixed and low-level radioactive waste activities undera RCRA Part B permit and a radioactive
materials license issued by the State of Tennessee. We are working toward permitting our DSSI facility for PCB destruction.
The permit is expected by mid year 2008.

M&EC operates hazardous and low-level radioactive waste activities under a RCRA Part B permit and a radioactive materials
license issued by the State of Tennessee.

PFNWR operates its hazardous, mixed and low-level radioactive waste activities undera RCRA Part B permit and a
radioactive materials license issued by the State of Washington.

The combination of a RCRA Part B hazardous waste permit and a radioactive materials license, as held by PFF, DSSI and
M&EC, and PENWR are very difficult to obtain for a single facility and make these facilities very unique.

Perma-Fix of South Georgia, Inc (“PFSG”)

Our internal consulting firm, SYA, concluded that a certain air permit at PFSG had expired. PFSG is part of the Industrial
Segment, which has been classified as a discontinued operation. An inquiry to the Georgia Environmental Protection Division
(“GaEPD”) resulted in their determination that the permit was still valid. However, since changes to the operations of the
facility had occurred since approval of the air permit, the Company submitted a revised permit application in January 2008.
The review of the submitted revised permit application with GaEPD indicated that the changes were deemed relatively minor,
as determined by




GaEPD. GaEPD has subsequently notified PFSG that the application would be given a low priority for review.

Seasonality

Historically, we have experienced reduced activities and related billable hours throughout the November and December
holiday periods within our Engineering Segment. The DOE and DOD represent major customers for the Nuclear Segment. In
conjunction with the federal government’s September 30 fiscal year-end, the Nuclear Segment historically experienced
seasonably large shipments during the third quarter, leading up to this government fiscal year-end, as a result of incentives and
other quota requirements. Correspondingly for a period of approximately three months following September 30, the Nuclear
Segment is generally seasonably slow, as the government budgets are still being finalized, planning for the new yearis
occurring and we enter the holiday season. Since 2005, due to our efforts to work with the various government customers to
smooth these shipments more evenly throughout the year, we have seen less fluctuation in the quarters. In 2007, the US
Congress did not pass the fiscal year 2007 budget which resulted in no increase of funding to DOE from the previous years
2006 budget allocation. This resulted in a decrease of the start up of new projects; however, we continued to see shipments at
expected levels as compared to 2006. The 2008 budget was signed by the President in December 2007 which provides funding
for the start of new projects in 2008. We do not anticipate big fluctuations within 2008 even with the passing of the 2008
budget; however, we cannot provide assurance this will be the case.

Backlog

The Nuclear Segment of our Company maintains a backlog of stored waste, which represents waste that has not been
processed. The backlog is principally a result of the timing and complexity of the waste being brought into the facilities and
the selling price per container. As of December 31, 2007, our Nuclear Segment had a backlog of approximately $14.6 million,
which includes $4.7 million for our newly acquired PFNWR facility, as compared to approximately $12.5 million, as of
December 31, 2006. Additionally the time it takes to process mixed waste from the time it arrives may increase due to the types
and complexities of the waste we are currently receiving. We typically process ourbacklog during periods of low waste
receipts, which historically has been in the first or fourth quarter.

Dependence Upon a Single or Few Customers

Our Nuclear Segment is not dependent upon a single customer, or a few customers; however, our Nuclear Segment has a
significant relationship with the federal government, and continues to enter into, contracts with (directly or indirectly as a
subcontractor) the federal government. The contracts that we are a party to with the federal government or with others as a
subcontractor to the federal government generally provide that the government may terminate on 30 days notice or renegotiate
the contracts, at the government's election. Our inability to continue under existing contracts that we have with the federal
government (directly or indirectly as a subcontractor) could have a material adverse effect on our operations and financial
condition.

We performed services relating to waste generated by the federal government, either directly or indirectly as a subcontractor to
the federal government, which represented approximately $30,000,000 (includes approximately $5,568,000 from PEFNWR
facility) or 55.5% of our total revenue from continuing operations during 2007, as compared to $33,226,000 or 63.0% of our
total revenue from continuing operations during 2006, and $29,555,000 or 59.0% of our total revenue from continuing
operations during 2005.

Included in the amounts discussed above, are revenues from LATA/Parallax Portsmouth L L C (“LATA/Parallax”).
LATA/Parallax is a manager for environmental programs for various agencies of the federal government. Our revenues from
LATA/Parallax, as a subcontractor to perform remediation services at certain federal sites, contributed $8,784,000 or 16.2%
and $10,341,000 or 19.6% of our revenues from continuing operations for 2007 and 2006, respectively. Our contract with
LATA/Parallax is expected to be completed in September 2008. As with most contracts relating to the federal government,
LATA/Parallax




can terminate the contract with us at any time for convenience, which could have a material adverse effect on our operations.

Our Nuclear Segment has had a significant relationship with Bechtel Jacobs Company, LLC. (“Bechtel Jacobs”). Bechtel
Jacobs is the government-appointed manager of the environmental program for Oak Ridge, Tennessee to perform certain
treatment and disposal services relating to Oak Ridge, and our Nuclear Segment has been awarded three subcontracts by
Bechtel Jacobs to perform certain environmental services at DOE’s Oak Ridge, Tennessee sites. Two of our Oak Ridge
contracts have been amended for pricing modifications in 2007 and have been extended through September 2009. Our
revenues from Bechtel Jacobs have continued to decrease as the DOE site in Oak Ridge continues to complete certain of its
clean-up milestones and moves toward completing its closure efforts. As with most such blanket processing agreements, the
Oak Ridge contracts contain no minimum or maximum processing guarantees, and may be terminated at any time pursuant to
federal contracting terms and conditions. The Nuclear Segment continues to pursue other similar or related services for
environmental programs at other DOE and government sites. Consolidated revenues from Bechtel Jacobs for2007, total
$1,812,000 or 3.3% of total revenues from continuing operations, as compared to $6,705,000 or 12.6% for the year ended
December 31,2006 and $14,940,000 or 29.8% for the year ended December 31, 2005.

Our Nuclear Segment has provided treatment of mixed low-level waste, as a subcontractor, for Fluor Hanford since 2004.
However, with the acquisition of our PEFNWR facility, we now have a significant relationship with Fluor Hanford, a prime
contractor to the DOE since 1996. Fluor Hanford manages several major activities at the DOE’s Hanford Site, including
dismantling former nuclear processing facilities, monitoring and cleaning up the site’s contaminated groundwater, and
retrieving and processing transuranic waste for off-site shipment. The Hanford site is one of DOE’s largest nuclear weapon
environmental remediation projects. Our PFNWR facility is located adjacent to the Hanford site and provides treatment of low
level radioactive and mixed wastes. We currently have three contracts with Fluor Hanford at our PFNWR facility, with the
initial contract dating back to 2003. These three contracts have since been extended to September 2008. As the DOE is
currently in the process of re-bidding its contracts with current prime contractors, our future revenue beyond September 2008
from Fluor Hanford is uncertain at this time. Revenues from Fluor Hanford totaled $6,985,000 (approximately $3,100,000 from
PFNWR) or 12.9%, $1,229,000 or 2.3%, and $1,732,000 or 3.5% of consolidated revenue from continuing operations for the
year ended December 31, 2007, 2006, and 2005, respectively. As with most contracts relating to the federal government, Fluor
Hanford can terminate the contracts with us at any time for convenience, which could have a material adverse effect on our
operations. See “Management's Discussion and Analysis of Financial Conditions and Results of Operations” — “Significant
Customers” for discussion on our relationship with Bechtel Jacobs, LATA/Parallax, Fluor Hanford, and our government
contract or subcontracts involving the federal government.

Competitive Conditions

The Nuclear Segment has few competitors and in some niche area does not currently experience significant competitive
pressures. This segment’s largest competitoris EnergySolutions, which provides treatment and disposal at its Clive, Utah
disposal facility and presents the largest challenge in the market. At present, EnergySolutions’ Clive, Utah facility is one of the
few radioactive disposal sites in the country in which our Nuclear Segment can dispose of its nuclear waste. If EnergySolutions
should refuse to accept our waste or cease operations at its Clive, Utah facility, such would have a material adverse effect on
us. Our Nuclear Segment solicits business on a nationwide basis.

The permitting and licensing requirements, and the cost to obtain such permits, are barriers to the entry of hazardous waste
TSD facilities and radioactive and mixed waste activities as presently operated by our subsidiaries. We believe that there are
no formidable barriers to entry into certain of the on-site treatment businesses, and certain of the non-hazardous waste
operations, which do not require such permits. If the permit requirements for hazardous waste storage, treatment, and disposal
activities and/or the licensing requirements for the handling of low level radioactive matters are eliminated or if such licenses
or permits




were made less rigorous to obtain, such would allow companies to enter into these markets and provide greater competition.

Environmental engineering and consulting services provided by us through SYA involve competition with larger engineering
and consulting firms. We believe that we are able to compete with these firms based on our established reputation in these
market areas and our expertise in several specific elements of environmental engineering and consulting such as
environmental applications in the cement industry.

Capital Spending, Certain Environmental Expenditures and Potential Environmental Liabilities

Capital Spending

During 2007, our purchases of capital equipment totaled approximately $3,988,000 of which $2,982,000 and $1,006,000 was
for our continuing and discontinued operations, respectively. Of the total capital spending, $258,000 and $356,000 was
financed for our continuing and discontinued operations, respectively, resulting in total net purchases of $3,374,000 funded
out of cash flow. These expenditures were for expansion and improvements to the operations principally within the Nuclear
and Industrial Segments. These capital expenditures were funded by the cash provided by operations. We have budgeted
approximately $3.1 million for 2008 capital expenditures for our operating segments to expand our operations into new
markets, reduce the cost of waste processing and handling, expand the range of wastes that can be accepted for treatment and
processing, and to maintain permit compliance requirements. Certain of these budgeted projects are discretionary and may
either be delayed until later in the year or deferred altogether. We have traditionally incurred actual capital spending totals for
a given year less than the initial budget amount. The initiation and timing of projects are also determined by financing
alternatives or funds available for such capital projects.

Environmental Liabilities

We have various remediation projects, which are currently in progress at certain of our permitted facilities. These remediation
projects principally entail the removal/remediation of contaminated soil and, in some cases, the remediation o f surrounding
ground water.

In June 1994, we acquired PFD. PFD is part of our Industrial Segment, which we have classified as discontinued operation. The
former owners of PFD had merged Environmental Processing Services, Inc. (“EPS”) with PFD. The party that sold PFD to us
agreed to indemnify us for costs associated with remediating the property leased by EPS (“Leased Property”). Such
remediation involves soil and/or groundwater restoration. The Leased Property used by EPS to operate its facility is separate
and apart from the property on which PFD's facility is located. The contamination of the Leased Property occurred prior to PFD
being acquired by us. During 1995, in conjunction with the bankruptcy filing by the selling party, we recognized an
environmental liability of approximately $1.2 million for remedial activities at the Leased Property. We have accrued
approximately $702,000, at December 31, 2007, for the estimated, remaining costs of remediating the Leased Property used by
EPS, which will extend over the next five years. This liability was retained by the Company upon the sale of PFD in March
2008. See “Business-Company Overview and Principal Products and Services” for a discussion of certain obligations that the
buyer of PFD assumed when we sold substantially all of the assets of PFD.

In conjunction with the acquisition of Perma-Fix of Memphis, Inc. (“PFM”), we assumed and recorded certain liabilities to
remediate gasoline contaminated groundwater and investigate, under the hazardous and solid waste amendments, potential
areas of soil contamination on PFM's property. Prior to our ownership of PFM, the owners installed monitoring and treatment
equipment to restore the groundwater to acceptable standards in accordance with federal, state and local authorities. We have
accrued approximately $476,000 at December 31, 2007, for the estimated, remaining costs of remediating the groundwater
contamination, which will extend over the next five years. This environmental liability isincluded in our continuing
operations and will remain the financial obligation of the Company.




In conjunction with the acquisition of PFSG, a subsidiary within our Industrial Segment that has been classified as a
discontinued operation, we initially recognized an environmental accrual of $2.2 million for estimated long-term costs to
remove contaminated soil and to undergo ground water remediation activities at the acquired facility in Valdosta, Georgia.
Initial valuation has been completed, along with the selection of the remedial process, and the planning and approval process.
The remedial activities began in 2003. We have accrued approximately $704,000, at December 31, 2007, to complete
remediation of the facility, which we anticipate spending over the next six years. If we complete the sale of PFSG facility, we
anticipate that the buyer will assume our obligation to remediate the facility.

In conjunction with an oil spill at PFTS, a subsidiary within our Industrial Segment that has been classified as a discontinued
operation, we accrued approximately $69,000 to remediate the contaminated soil and ground water at this location. As of
December 31, 2007, we have accrued approximately $37,000, for the estimated remaining cost to remediate the area. We
expect to complete spending on this remedial project over the next five years.

In conjunction with the acquisition of PEMD in March 2004, we accrued for long-term environmental liabilities of $391,000
as a best estimate of the cost to remediate the hazardous and/or non-hazardous contamination on certain properties owned by
PFMD. As previously discussed, we sold substantially all of the assets of the Maryland facility during the first part of 2008. In
connection with this sale, the buyer agreed to assume all obligations and liabilities for environmental conditions at the
Maryland facility except for fines, assessments, or judgments to governmental authorities prior to the closing of the transaction
or third party tort claims existing prior to the closing of the sale.

As a result of the discontinued operations at the PFMI facility, a non-operational facility which is also part of our discontinued
operations, we were required to complete certain closure and remediation activities pursuant to our RCRA permit, which were
completed in January 2006. In September 2006, PFMI signed a Corrective Action Consent Order with the State of Michigan,
requiring performance of studies and development and execution of plans related to the potential clean-up of soils in portions
of the property. The level and cost of the clean-up and remediation are determined by state mandated requirements. Upon
discontinuation of operations in 2004, we engaged our engineering firm, SYA, to perform an analysis and related estimate of
the cost to complete the RCRA portion of the closure/clean-up costs and the potential long-term remediation costs. Based
upon this analysis, we estimated the cost of this environmental closure and remediation liability to be $2,464,000. During
2006, based on state-mandated criteria, we re-evaluated our required activities to close and remediate the facility, and during
the quarter ended June 30, 2006, we began implementing the modified methodology to remediate the facility. As a result of
the reevaluation and the change in methodology, we reduced the accrual by $1,182,000. W e have spent approximately
$710,000 for closure costs since September 30, 2004, of which $81,000 has been spent during 2007 and $74,000 was spent in

2006. In the 4t quarter of 2007, we reduced our reserve by $9,000 as a result of our reassessment of the cost of remediation.
We have $563,000 accrued for the closure, as of December 31, 2007, and we anticipate spending $401,000 in 2008 with the
remainder over the next five years. Based on the current status of the Corrective Action, we believe that the remaining reserve
is adequate to cover the liability.

No insurance or third party recovery was taken into account in determining our cost estimates or reserves, nor do our cost
estimates or reserves reflect any discount for present value purposes.

The nature of our business exposes us to significant risk of liability for damages. Such potential liability could involve, for
example, claims for cleanup costs, personal injury or damage to the environment in cases where we are held responsible for the
release of hazardous materials; claims of employees, customers or third parties for personal injury or property damage
occurring in the course of our operations; and claims alleging negligence or professional errors or omissions in the planning or
performance of our services. In addition, we could be deemed a responsible party for the costs of required cleanup of any
property, which may be contaminated by hazardous substances generated or transported by us to a site we selected,




including properties owned or leased by us (see “Legal Proceedings” in Part I, Item 3). We could also be subject to fines and
civil penalties in connection with violations of regulatory requirements.

Research and Development

Innovation and technical know-how by our operations is very important to the success of our business. Our goal is to discover,
develop and bring to market innovative ways to process waste that address unmet environmental needs. We conduct research
internally, and also through collaborations with other third parties. The majority of our research activities are performed as we
receive new and unique waste to treat; as such, we recognize these expenses as a part of our processing costs. We feel that our
investments in research have been rewarded by the discovery of the Perma-Fix Process and the Perma-Fix II process. Our
competitors also devote resources to research and development and many such competitors have greater resources at their
disposal than we do. We have estimated that during 2005, 2006, and 2007, we spent approximately $489,000, $422,000, and
$715,000 respectively, in Company-sponsored research and development activities.

Number of Employees

In our service-driven business, our employees are vital to our success. We believe we have good relationships with our
employees. As of December 31, 2007, we employed approximately 522 full time persons, of which approximately 16 were
assigned to our corporate office, approximately 23 were assigned to our Operations Headquarters, approximately 23 to our
Engineering Segment, approximately 286 to the Nuclear Segment, and approximately 174 to the Industrial Segment. We have
no union employees at any of our segments.

Governmental Regulation

Environmental companies and their customers are subject to extensive and evolving environmental laws and regulations by a
number of national, state and local environmental, safety and health agencies, the principal of which being the EPA. These
laws and regulations largely contribute to the demand for our services. Although our customers remain responsible by law for
their environmental problems, we must also comply with the requirements of those laws applicable to our services. We cannot
predict the extent to which our operations may be affected by future enforcement policies as applied to existing laws or by the
enactment of new environmental laws and regulations. Moreover, any predictions regarding possible liability are further
complicated by the fact that under current environmental laws we could be jointly and severally liable for certain activities of
third parties over whom we have little or no control. Although we believe that we are currently in substantial compliance with
applicable laws and regulations, we could be subject to fines, penalties or other liabilities or could be adversely affected by
existing or subsequently enacted laws orregulations. The principal environmental laws affecting our customers and us are
briefly discussed below.

The Resource Conservation and Recovery Act of 1976, as amended (“RCRA”)

RCRA and its associated regulations establish a strict and comprehensive permitting and regulatory program applicable to
hazardous waste. The EPA has promulgated regulations under RCRA for new and existing treatment, storage and disposal
facilities including incinerators, storage and treatment tanks, storage containers, storage and treatment surface impoundments,
waste piles and landfills. Every facility that treats, stores or disposes of hazardous waste must obtain a RCRA permit or must
obtain interim status from the EPA, or a state agency, which has been authorized by the EPA to administer its program, and
must comply with certain operating, financial responsibility and closure requirements

The Safe Drinking Water Act, as amended (the “SDW Act”)

SDW Act regulates, among other items, the underground injection of liquid wastes in order to protect usable groundwater from
contamination. The SDW Act established the Underground Injection Control Program (“UIC Program”) that provides for the
classification of injection wells into five classes. Class I wells are those which inject industrial, municipal, nuclear and
hazardous wastes below all underground sources of drinking water in an area. Class I wells are divided into non-hazardous and
hazardous categories with more
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stringent regulations imposed on Class I wells which inject hazardous wastes. PFTS' permit to operate its underground
injection disposal wells is limited to non-hazardous wastewaters.

The Comprehensive Environmental Response, Compensation and Liability Act of 1980 (““CERCLA,” also referred to as
the ““Superfund Act)

CERCLA govemns the cleanup of sites at which hazardous substances are located or at which hazardous substances have been
released or are threatened to be released into the environment. CERCLA authorizes the EPA to compel responsible parties to
clean up sites and provides for punitive damages for noncompliance. CERCLA imposes joint and several liabilities for the
costs of clean up and damages to natural resources.

Health and Safety Regulations

The operation of our environmental activities is subject to the requirements of the Occupational Safety and Health Act
(“OSHA”) and comparable state laws. Regulations promulgated under OSHA by the Department of Labor require employers of
persons in the transportation and environmental industries, including independent contractors, to implement hazard
communications, work practices and personnel protection programs in order to protect employees from equipment safety
hazards and exposure to hazardous chemicals.

Atomic Energy Act

The Atomic Energy Act of 1954 governs the safe handling and use of Source, Special Nuclear and Byproduct materials in the
U.S. and its territories. This act authorized the Atomic Energy Commission (now the Nuclear Regulatory Commission
“USNRC”) to enter into “Agreements with States to carry out those regulatory functions in those respective states except for
Nuclear Power Plants and federal facilities like the VA hospitals and the DOE operations.” The State of Florida (with the
USNRC oversight), Office of Radiation Control, regulates the radiological program of the PFF facility, and the State of
Tennessee (with the USNRC oversight), Tennessee Department of Radiological Health, regulates the radiological program of
the DSSI and M&EC facilities. The State of Washington (with the USNRC oversight) Department of Ecology, regulates the
radiological operations of the Perma-Fix Northwest Richland, Inc. facility.

Other Laws

Our activities are subject to other federal environmental protection and similar laws, including, without limitation, the Clean
Water Act, the Clean Air Act, the Hazardous Materials Transportation Act and the Toxic Substances Control Act. Many states
have also adopted laws for the protection of the environment which may affect us, including laws governing the generation,
handling, transportation and disposition of hazardous substances and laws governing the investigation and cleanup of, and
liability for, contaminated sites. Some of these state provisions are broader and more stringent than existing federal law and
regulations. Our failure to conform our services to the requirements of any of these other applicable federal or state laws could
subject us to substantial liabilities which could have a material adverse effect on us, our operations and financial condition. In
addition to various federal, state and local environmental regulations, our hazardous waste transportation activities are
regulated by the U.S. Department of Transportation, the Interstate Commerce Commission and transportation regulatory bodies
in the states in which we operate. We cannot predict the extent to which we may be affected by any law or rule that may be
enacted or enforced in the future, or any new or different interpretations of existing laws or rules.

Insurance

We believe we maintain insurance coverage adequate for our needs and similar to, or greater than, the coverage maintained by
other companies of our size in the industry. There can be no assurances, however, that liabilities, which we may incur will be
covered by our insurance or that the dollar amount of such liabilities, which are covered will not exceed our policy limits.
Under ourinsurance contracts, we usually accept self-insured retentions, which we believe is appropriate for our specific
business risks. We are required by EPA regulations to carry environmental impairment liability insurance providing coverage
for
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damages on a claims-made basis in amounts of at least $1 million per occurrence and $2 million per year in the aggregate. To
meet the requirements of customers, we have exceeded these coverage amounts.

In June 2003, we entered into a 25-year finite risk insurance policy, which provides financial assurance to the applicable states
for our permitted facilities in the event of unforeseen closure. Prior to obtaining, and at all times while operating under our
permits, we are required to provide financial assurance that guarantees to the states that, in the event of closure, our permitted
facilities will be closed in accordance with the regulations. The policy provides a maximum $35 million of financial assurance
coverage, and thus far has provided $30.1 million in financial assurance.

In August 2007, we entered into a second finite risk insurance policy for our Perma-Fix Northwest Richland, Inc. facility,
which was acquired on June 13, 2007. The policy provides an initial $7.8 million of financial assurance coverage with annual
growth rate of 1.5%, which at the end of the four year term policy, will provide maximum coverage of $8.2 million. The policy
will renew automatically on an annual basis at the end of the four year term and will not be subject to any renewal fees.

ITEM 1A. RISK FACTORS

The following are certain risk factors that could affect our business, financial performance, and results of operations. These
risk factors should be considered in connection with evaluating the forward-looking statements contained in this Form 10-K,
as the forward-looking statements are based on current expectations, and actual results and conditions could differ
materially from the current expectations. Investing in our securities involves a high degree of risk, and before making an
investment decision, you should carefully consider these risk factors as well as other information we include or incorporate
by reference in the other reports we file with the Securities and Exchange Commission (“SEC”).

Risk Factors Regarding Our Business:

Our Industrial Segment (discontinued operations) has sustained losses for the past eight years, including 2007.

Our Industrial Segment has sustained losses in each year since 2000. On May 18, 2007, our Board of Directors authorized
management to sell all, or a part of, our Industrial Segment. During the first quarter of 2008, we completed the sale of PEFMD
and sale of PFD and are negotiating the sale of PFSG within our Industrial Segment. We are also attempting to sell the
remaining operations within the Industrial Segment. If we fail to divest the majority of our remaining facilities within our
Industrial Segment and the majority of our Industrial Segment facilities fails to become profitable on an annualized basis in
the foreseeable future, this could have a material adverse effect on our results of operations, liquidity and our potential growth.

The inability to maintain existing government contracts or win new government contracts over an extended period could
have a material adverse effect on our operations and adversely affect our future revenues.

A material amount of our Nuclear Segment's revenues are generated through various U.S. government contracts or subcontracts
involving the U.S. government. Our revenues from government sources were approximately $30,000,000 and $33,226,000,
representing 55.5% and 63.0%, respectively, of our consolidated operating revenues from continuing operations for 2007 and
2006. Most o four government contracts or our subcontracts granted under government contracts are awarded through a
regulated competitive bidding process. Some government contracts are awarded to multiple competitors, which increase
overall competition and pricing pressure and may require us to make sustained post-award efforts to realize revenues under
these government contracts. In addition, government clients can generally terminate or modify their contracts at their
convenience. [f we fail to maintain or replace these relationships, our revenues and future operations could be adversely
affected.
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If we cannot maintain our governmental permits or cannot obtain required permits, we may not be able to continue or
expand our operations.

We are a waste management company. Our business is subject to extensive, evolving, and increasingly stringent federal, state,
and local environmental laws and regulations. Such federal, state, and local environmental laws and regulations govern our
activities regarding the treatment, storage, recycling, disposal, and transportation of hazardous and non-hazardous waste and
low-level radioactive waste. We must obtain and maintain permits or licenses to conduct these activities in compliance with
such laws and regulations. Failure to obtain and maintain the required permits or licenses would have a material adverse effect
on our operations and financial condition. If any of our facilities are unable to maintain currently held permits or licenses or
obtain any additional permits or licenses which may be required to conduct its operations, we may not be able to continue
those operations at these facilities, which could have a material adverse effect on us.

Loss of certain key personnel could have a material adverse effect on us.

Our success depends on the contributions of our key management, environmental and engineering personnel, especially Dr.
Louis F. Centofanti, Chairman, President, and Chief Executive Officer. The loss of Dr. Centofanti could have a material
adverse effect on our operations, revenues, prospects, and our ability to raise additional funds. Our future success depends on
our ability to retain and expand our staff of qualified personnel, including environmental specialists and technicians, sales
personnel, and engineers. Without qualified personnel, we may incur delays in rendering our services or be unable to render
certain services. We cannot be certain that we will be successful in our efforts to attract and retain qualified personnel as their
availability is limited due to the demand for hazardous waste management services and the highly competitive nature of the
hazardous waste management industry. We do not maintain key person insurance on any of our employees, officers, or
directors.

We believe our proprietary technology is important to us.

We believe that it is important that we maintain our proprietary technologies. There can be no assurance that the steps taken
by us to protect our proprietary technologies will be adequate to prevent misappropriation of these technologies by third
parties. Misappropriation of our proprietary technology could have an adverse effect on our operations and financial
condition. Changes to current environmental laws and regulations also could limit the use of our proprietary technology.

Changes in environmental regulations and enforcement policies could subject us to additional liability and adversely
affect our ability to continue certain operations.

We cannot predict the extent to which our operations may be affected by future governmental enforcement policies as applied
to existing laws, by changes to current environmental laws and regulations, or by the enactment of new environmental laws
and regulations. Any predictions regarding possible liability under such laws are complicated further by current environmental
laws which provide that we could be liable, jointly and severally, for certain activities of third parties over whom we have
limited or no control.

The refusal to accept our waste for disposal by, or a closure of, the end disposal site that our Nuclear Segment utilizes to
dispose of its waste could subject us to significant risk and limit our operations.

Our Nuclear Segment has limited options available for disposal of its waste. If this disposal site ceases to accept waste or closes
for any reason or refuses to accept the waste of our Nuclear Segment, for any reason, we could have nowhere to dispose of our
Nuclear waste or have significantly increased costs from disposal alternatives. With nowhere to dispose of our nuclear waste,
we would be subject to significant risk from the implications of storing the waste on our site, and we would have to limit our
operations to accept only waste that we can dispose of.

Our Nuclear Segment and Industrial Segment (discontinued operations) subject us to substantial potential environmental
liability.

Our business of rendering services in connection with management of waste, including certain types of hazardous waste, low-
level radioactive waste, and mixed waste (waste containing both hazardous and low-
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level radioactive waste), subjects us to risks of liability for damages. Such liability could involve, without limitation:

e claims for clean-up costs, personal injury or damage to the environment in cases in which we are held responsible for the
release of hazardous or radioactive materials;

e claims of employees, customers, or third parties for personal injury or property damage occurring in the course of our
operations; and

e claims alleging negligence or professional errors or omissions in the planning or performance of our services.

Our operations are subject to numerous environmental laws and regulations. We have in the past, and could in the future, be
subject to substantial fines, penalties, and sanctions for violations of environmental laws and substantial expenditures as a
responsible party for the cost of remediating any property which may be contaminated by hazardous substances generated by
us and disposed at such property, or transported by us to a site selected by us, including properties we own or lease.

As our operations expand, we may be subject to increased litigation, which could have a negative impact on our future
financial results.

Our operations are highly regulated and we are subject to numerous laws and regulations regarding procedures for waste
treatment, storage, recycling, transportation, and disposal activities, all of which may provide the basis for litigation against
us. In recent years, the waste treatment industry has experienced a significant increase in so-called “toxic-tort” litigation as
those injured by contamination seek to recover for personal injuries or property damage. We believe that, as our operations
and activities expand, there willb ea similar increase in the potential for litigation alleging that we have violated
environmental laws or regulations or are responsible for contamination or pollution caused by our normal operations,
negligence or other misconduct, or for accidents, which occur in the course of our business activities. Such litigation, if
significant and not adequately insured against, could adversely affect our financial condition and our ability to fund our
operations. Protracted litigation would likely cause us to spend significant amounts of our time, effort, and money. This could
prevent our management from focusing on our operations and expansion.

If we cannot maintain adequate insurance coverage, we will be unable to continue certain operations.

Our business exposes us to various risks, including claims for causing damage to property and injuries to persons that may
involve allegations of negligence or professional errors or omissions in the performance of our services. Such claims could be
substantial. We believe that our insurance coverage is presently adequate and similar to, or greater than, the coverage
maintained by other companies in the industry of our size. If we are unable to obtain adequate or required insurance coverage
in the future, or if our insurance is not available at affordable rates, we would violate our permit conditions and other
requirements of the environmental laws, rules, and regulations under which we operate. Such violations would render us
unable to continue certain of our operations. These events would have a material adverse effect on our financial condition.

Breach of financial covenants in existing credit facility could result in a default, triggering repayment of outstanding debt
under the credit facility.

Our credit facility with our bank contains financial covenants. A breach of any of these covenants could result in a default
under our credit facility triggering our lender to immediately require the repayment of all outstanding debt under our credit
facility and terminate all commitments to extend further credit. In the past, none of our covenants have been restrictive to our
operations; however, in 2007, our fixed charge coverage ratio fell below the minimum requirement pursuant to the covenant.
We have obtained a waiver from our lender for this non-compliance as of December 31, 2007. We do not expect to be in
compliance with the fixed charge coverage ratio as of the end of the first and second quarters of 2008 and, as a result, we were
required under generally accepted accounting principles to reclassify the long term portion of thisdebtto current.
Furthermore, we have a cross default provision on our 8.625% promissory note with a separate bank and have reclassified the
long term portion of that debt to current as well. If we are unable to
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meet the fixed charge coverage ratio, we believe that our lender will waive this non-compliance or will revise this covenant so
that we are in compliance, but there is no assurance that we will be able to secure a waiver or revision from our lender. If we fail
to meet our fixed charge coverage ratio in the future and our lender does not waive the non-compliance or revise this covenant
so that we are in compliance, our lender could accelerate the repayment of borrowings under our credit facility. In the event
that our lender accelerates the payment of our borrowing, we may not have sufficient liquidity to repay our debt under our
credit facility and other indebtedness. In addition to the waiver that we have obtained from our lender for our non-compliance
of our fixed charge coverage ratio as of December 31, 2007, our lender has amended our present covenant to exclude certain
allowable charges in determining our minimum fixed charge coverage ratio. This amendment may improve our ability to
maintain compliance of the fixed charge coverage ratio in the future.

Due to our inability to demonstrate that we will comply with the fixed charge coverage ratio in our loan agreement as of the
end of the first and second quarters of 2008, resulting in the long-term portion of our indebtedness to certain of our lenders of
approximately $11.4 million being reclassified to current, our working capital deficit of approximately $17.2 million and
certain of our lenders’ ability to accelerate our indebtedness under our credit facilities, there is substantial doubt as to our
ability to continue as a going concern. Consequently, our independent registered public accounting firm has included an
explanatory paragraph addressing this uncertainty in their report. Although we believe our lender will waive our failure or
potential failure to meet this financial covenant or revise the covenant so that we are in compliance, as of the date of this report
our lender has not issued this waiver or revision. There are no assurances that our lender will waive or revise this covenant.

Failure of our Nuclear Segment to be profitable could have a material adverse effect.

Our Nuclear Segment has historically been profitable. With the divestiture and impending divestiture of certain facilities
within our Industrial Segment and the acquisition of our PENWR facility in June 2007, the Nuclear Segment represents the
Company’s largest revenue segment. The Company’s main objectives are to increase focus on the efficient operation of our
existing facilities within our Nuclear Segment and to further evaluate strategic acquisitions within the Nuclear Segment. If our
Nuclear Segment fails to continue to be profitable in the future, this could have a material adverse effect on the Company’s
results of operations, liquidity and our potential growth.

Our operations are subject to seasonal factors, which cause our revenues to fluctuate.

We have historically experienced reduced revenues and losses during the first and fourth quarters of our fiscal years due to a
seasonal slowdown in operations from poor weather conditions, overall reduced activities during these periods resulting from
holiday periods, and finalization of government budgets during the fourth quarter of each year. During our second and third
fiscal quarters there has historically been an increase in revenues and operating profits. If we do not continue to have increased
revenues and profitability during the second and third fiscal quarters, this will have a material adverse effect on our results of
operations and liquidity.

If environmental regulation or enforcement is relaxed, the demand for our services will decrease.

The demand for our services is substantially dependent upon the public's concern with, and the continuation and proliferation
of, the laws and regulations governing the treatment, storage, recycling, and disposal of hazardous, non-hazardous, and low-
level radioactive waste. A decrease in the level of public concern, the repeal or modification of these laws, or any significant
relaxation of regulations relating to the treatment, storage, recycling, and disposal of hazardous waste and low-level
radioactive waste would significantly reduce the demand for our services and could have a material adverse effect on our
operations and financial condition. We are not aware of any current federal or state government or agency efforts in which a
moratorium or limitation has been, or will be, placed upon the creation of new hazardous or radioactive waste regulations that
would have a material adverse effect on us; however, no assurance can be made that such a moratorium or limitation will not
be implemented in the future.
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Our amount of debt and floating rates of interest could adversely affect our operations.

At December 31, 2007, our aggregate consolidated debt was approximately $18.8 million. If our floating rates of interest
experienced an upward increase of 1%, our debt service would increase by approximately $189,000 annually. Our secured
revolving credit facility (the “Credit Facility”) provides for an aggregate commitment of $25 million, consisting of an $18
million revolving line of credit and a term loan of $7 million. The maximum we can borrow under the revolving part of the
Credit Facility is based on a percentage of the amount of oureligible receivables outstanding at any one time. The Credit
Facility is due September 30, 2009. As of December 31, 2007, we have borrowings under the revolving part of our Credit
Facility of $6.9 million and borrowing availability of up to an additional $5.7 million based on our outstanding eligible
receivables. A forecast of our first quarter and second quarter 2008 results indicates the possibility that we could be in default
of our fixed charge coverage ratio covenant. We expect that this will place us in “technical default” of our covenant and thus
our debt under our credit facility has been classified as current. If we become in default under this covenant, our lenders could
accelerate approximately $14.4 million of indebtness. See “Risk Factor - Breach of financial covenants in existing credit
facility could result in a default, triggering repayment of outstanding debt under the credit facility.” A lack of operating results
could have material adverse consequences on our ability to operate our business. Our ability to make principal and interest
payments, or to refinance indebtedness, will depend on both our and our subsidiaries' future operating performance and cash
flow. Prevailing economic conditions, interest rate levels, and financial, competitive, business, and other factors affect us.
Many of these factors are beyond our control.

We may be unable to utilize loss carryforwards in the future.

We have approximately $22.7 million in net operating loss carryforwards which will expire from 2008 to 2024 if not used
against future federal income tax liabilities. Our net loss carryforwards are subject to various limitations. We anticipate the net
loss carryforwards will be used to reduce the federal income tax payments which we would otherwise be required to make with
respect to income, if any, generated in future years.

We and our customers operate in a politically sensitive environment, and the public perception of nuclear power and
radioactive materials can affect our customers and us.

We and our customers operate in a politically sensitive environment. Opposition by third parties to particular projects can
limit the handling and disposal ofradioactive materials. Adverse public reaction to developments in the disposal of
radioactive materials, including any high profile incident involving the discharge of radioactive materials, could directly
affect our customers and indirectly affect our business. Adverse public reaction also could lead to increased regulation or
outright prohibition, limitations on the activities of our customers, more onerous operating requirements or other conditions
that could have a material adverse impact on our customers’ and our business.

We may not be successful in winning new business mandates from our government and commercial customers.

We must be successful in winning mandates from our government and commercial customers to replace revenues from projects
that are nearing completion and to increase our revenues. Our business and operating results can be adversely affected by the
size and timing of a single material contract.

Theelimination or any modification of the Price-Anderson Acts indemnification authority could have adverse
consequences for our business.

The Atomic Energy Act of 1954, as amended, or the AEA, comprehensively regulates the manufacture, use, and storage of
radioactive materials. The Price-Anderson Act supports the nuclear services industry by offering broad indemnification to DOE
contractors for liabilities arising out of nuclear incidents at DOE nuclear facilities. That indemnification protects DOE prime
contractor, but also similar companies that work under contract or subcontract for a DOE prime contract o r transporting
radioactive material to or from a site. The indemnification authority of the DOE under the Price-Anderson Act was extended
through 2025 by the Energy Policy Act of 2005.

16




The Price-Anderson Act’s indemnification provisions generally do not apply to ourprocessing of radioactive waste at
governmental facilities, and do not apply to liabilities that we might incur while performing services as a contractor for the
DOE and the nuclear energy industry. If an incident or evacuation is not covered under Price-Anderson Act indemnification,
we could be held liable for damages, regardless of fault, which could have an adverse effect on our results of operations and
financial condition. If such indemnification authority is not applicable in the future, our business could be adversely affected
if the owners and operators of new facilities fail to retain our services in the absence of commercial adequate insurance and
indemnification.

Our existing and future customers may reduce or halt their spending on nuclear services from outside vendors, including
us.

A variety of factors may cause our existing or future customers to reduce or halt their spending on nuclear services from
outside vendors, including us. These factors include, but are not limited to:

e accidents, terrorism, natural disasters or other incidents occurring at nuclear facilities or involving shipments of nuclear
materials;

o failure of the federal government to approve necessary budgets, or to reduce the amount of the budget necessary, to fund
remediation of DOE and DOD sites;

e civic opposition to or changes in government policies regarding nuclear operations; or

e areduction in demand for nuclear generating capacity.

These events also could adversely affect us to the extent that they result in the reduction or elimination of contractual
requirements, lower demand for nuclear services, burdensome regulation, disruptions of shipments or production, increased
operational costs or difficulties or increased liability for actual or threatened property damage or personal injury.

Economic downturns and reductions in government funding could have a negative impact on our businesses.

Demand for our services has been, and we expect that demand will continue to be, subject to significant fluctuations due to a
variety of factors beyond our control, including economic conditions, inability of the federal government to adopt its budget
or reductions in the budget for spending to remediate federal sites. During economic downturns, the ability of private and
government entities to spend on nuclear services may decline significantly. We cannot be certain that economic or political
conditions will be generally favorable or that there will not be significant fluctuations adversely affecting our industry as a
whole. In addition, our operations depend, in part, upon government funding, particularly funding levels at the DOE.
Significant changes in the level of government funding (for example, the annual budget of the DOE) or specifically mandated
levels for different programs that are important to our business could have an unfavorable impact on our business, financial
position, results of operations and cash flows.

The loss of one or a few customers could have an adverse effect on us.

One or a few governmental customers have in the past, and may in the future, account for a significant portion of our revenue
in any one year or over a period of several consecutive years. Because customers generally contract with us for specific
projects, we may lose these significant customers from year to year as their projects with us are completed. Our inability to
replace the business with other projects could have an adverse effect on our business and results of operations.

As a government contractor, we are subject to extensive government regulation, and our failure to comply with applicable
regulations could subject us to penalties that may restrict our ability to conduct our business.

Our government contracts, which are primarily with the DOE, are a significant part of our business. Allowable costs under U.S.
government contracts are subject to audit by the U.S. government. If these audits result in determinations that costs claimed as
reimbursable are not allowed costs or were not allocated
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in accordance with applicable regulations, we could be required to reimburse the U.S. government for amounts previously
received.

Government contracts are often subject to specific procurement regulations, contract provisions and a variety of other
requirements relating to the formation, administration, performance and accounting of these contracts. Many of these contracts
include express or implied certifications of compliance with applicable regulations and contractual provisions. If we fail to
comply with any regulations, requirements or statutes, our existing government contracts could be terminated or we could be
suspended from government contracting or subcontracting. If one or more of our government contracts are terminated for any
reason, or if we are suspended or debarred from government work, we could suffer a significant reduction in expected revenues
and profits. Furthermore, as a result of our government contracting, claims for civil or criminal fraud may be brought by the
government or violations of these regulations, requirements or statutes.

We are engaged in highly competitive businesses and typically must bid against other competitors to obtain major
contracts.

We are engaged in highly competitive business in which most of our government contracts and some of our commercial
contracts are awarded through competitive bidding processes. We compete with national and regional firms with nuclear
services practices, as well as small or local contractors. Some of our competitors have greater financial and other resources than
we do, which can give them a competitive advantage. In addition, even if we are qualified to work on a new government
contract, we might not be awarded the contract because of existing government policies designed to protect certain types of
businesses and underrepresented minority contractors. Competition also places downward pressure on our contract prices and
profit margins. Intense competition is expected to continue for nuclear service contracts. If we are unable to meet these
competitive challenges, we could lose market share and experience on overall reduction in our profits.

Our failure to maintain our safety record could have an adverse effect on our business.

Our safety record is critical to our reputation. In addition, many of our government and commercial customers require that we
maintain certain specified safety record guidelines to be eligible to bid for contracts with these customers. Furthermore,
contract terms may provide for automatic termination in the event that our safety record fails to adhere to agreed-upon
guidelines during performance of the contract. As a result, our failure to maintain our safety record could have a material
adverse effect on our business, financial condition and results of operations.

We have a material weakness in our Internal Controls over Financial Reporting (“ICFR”) as of December 31, 2007.
During our evaluation of our ICFR, we noted that the monitoring of pricing, invoicing, and the corresponding inventory for
transportation and disposal process controls at certain facilities within the Company's Industrial Segment were ineffective and
were not being applied consistently, which resulted in a material weakness to our ICFR, and could result in sales being priced
and invoiced at amounts which were not approved by the customer, or the appropriate level of management, and inaccurate,
corresponding transportation and disposal expense. This has resulted in our disclosure that our ICFR were ineffective as of
December 31,2007. Although this material weakness did not result in an adjustment to our quarterly or annual financial
statements, if we are unable to remediate this material weakness, there is a reasonable possibility that a misstatement of our
annual or interim financial statements will not be prevented or detected on a timely basis.

Delaware law, certain of our charter provisions, our stock option plans and outstanding warrants and our preferred stock
may inhibit a change of control under circumstances that could give you an opportunity to realize a premium over
prevailing market prices.

We are aDelaware corporation governed, in part, by the provisions of Section 203 ofthe General Corporation Law of
Delaware, an anti-takeover law. In general, Section 203 prohibits a Delaware public corporation from engaging in a “business
combination” with an “interested stockholder” for a period of
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three years after the date of the transaction in which the person became an interested stockholder, unless the business
combination is approved in a prescribed manner. As a result of Section 203, potential acquirers may be discouraged from
attempting to effect acquisition transactions with us, thereby possibly depriving our security holders of certain opportunities
to sell, or otherwise dispose of, such securities at above-market prices pursuant to such transactions. Further, certain of our
option plans provide for the immediate acceleration of, and removal of restrictions from, options and other awards under such
plans upon a “change of control” (as defined in the respective plans). Such provisions may also have the result of discouraging
acquisition of us.

W e have authorized and unissued 21,295,484 shares of Common Stock and 2,000,000 shares of Preferred Stock as of
December 31, 2007. These unissued shares could be used by our management to make it more difficult, and thereby
discourage, an attempt to acquire control of us.

Risk Factors Regarding our Common Stock:

The significant amount of outstanding options could affect our stock performance.

As of December 31, 2007, we had outstanding options to purchase 2,590,026 shares of Common Stock at exercise prices from
$1.22 to $2.98 per share. The existence of this quantity of rights to purchase our Common Stock could result in a significant
dilution in the percentage ownership interest of our stockholders and the dilution in ownership value. Future sales of the
shares issuable could also depress the market price of our Common Stock.

The price of our Common Stock is volatile.
The trading price of our Common Stock has historically been volatile, and subject to large swings over short periods of time.
As a result of the volatility of our Common Stock, an investment in our stock holds significant risk.

We do not intend to pay dividends on our Common Stock in the foreseeable future.
Since ourinception, we have not paid cash dividends on our Common Stock, and we do not anticipate paying any cash
dividends in the foreseeable future. Our credit facility prohibits us from paying cash dividends on our Common Stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None
ITEM 2. PROPERTIES

Our principal executive office is in Atlanta, Georgia. Our Operations headquarters is located in Oak Ridge, Tennessee. Our
Nuclear Segment facilities are located in Gainesville, Florida; Kingston, Tennessee; Oak Ridge, Tennessee, and our newly
acquired facility in Richland, Washington. Our Consulting Engineering Services is located in Ellisville, Missouri. Our
Industrial Segment facilities are located in Orlando and Ft. Lauderdale, Florida; Dayton, Ohio; Tulsa, Oklahoma; Valdosta,
Georgia; and Baltimore, Maryland. Our Industrial Segment also has two non-operational facilities: Brownstown, Michigan,
where we still maintain the property; and Pittsburgh, Pennsylvania, for which the leased property was released back to the
owner in 2006 upon final remedation of the leased property. We also maintain Field Service offices in Stafford, Virginia; and
Salisbury, Maryland.

We operate eleven facilities, five within our continuing operations with the remaining facilities within our discontinued
operations. All of the facilities are in the United States. Five of our facilities are subject to mortgages as placed by our senior
lender, with two (Kingston, Tennessee and Gainesville, Florida) within our continuing operations and three (Dayton, Ohio;
Orlando, Florida; and Baltimore, Maryland) within our discontinued operations. On January 8, 2008, and March 14, 2008, we
completed the sale of our Perma-Fix of Maryland, Inc. and Perma-Fix of Dayton, Inc. facilities, respectively, resulting in the
release of the




mortgages as placed by our senior lender for these facilities. As a result, four of our facilities now are subject to mortgages as
placed by our senior lender. With the sale of our Perma-Fix Maryland, Inc., we no longer maintain Field Service offices.

We also lease properties for office space, all of which are located in the United States as described above. Included in our
leased properties is M&EC's 150,000 square-foot facility, located on the grounds of the DOE East Tennessee Technology Park
located in Oak Ridge, Tennessee.

We believe that the above facilities currently provide adequate capacity for our operations and that additional facilities are
readily available in the regions in which we operate, which could support and supplement our existing facilities.

ITEM 3. LEGAL PROCEEDINGS

Perma-Fix of Dayton, Inc. (“PFD”)

A subsidiary within our Industrial Segment, PFD was defending a lawsuit styled Barbara Fisher v. Perma-Fix of Dayton, Inc.,
in the United States District Court, Southern District of Ohio (the “Fisher Lawsuit™). This citizen’s suit was brought under the
Clean Air Act alleging, among other things, violations by PFD of state and federal clean air statutes connected with the
operation of PFD’s facility located in Dayton, Ohio. As further previously disclosed, the U.S. Department of Justice, on behalf
of the Environmental Protection Agency, intervened in the Fisher Lawsuit alleging, among other things, substantially similar
violations alleged in the Fisher Lawsuit (the “Government’s Lawsuit”).

During December, 2007, PFD and the federal government entered into a Consent Decree formalizing settlement of the
government’s portion of the above described lawsuit, which Consent Decree was approved by the federal court during the first
quarter of 2008. Pursuant to the Consent Decree, the settlement with the federal government resolved the government’s claims
against PFD and requires PFD to:

e  pay acivil penalty of $360,000;

e complete three supplemental environmental projects costing not less than $562,000 to achieve air emission controls
that go above and beyond those required by any current environmental regulations.
e implement a variety of state and federal air permit pollution control measures; and

e take a variety of voluntary steps to reduce the potential for emissions of air pollutants.

During December 2007, PFD and Plaintiff, Fisher, entered into a Settlement Agreement formalizing settlement of the Plaintiff’s
claims in the above lawsuit. The settlement with Plaintiff Fisher resolved the Plaintiff’s claims against PFD and, subject to
certain conditions set forth in the Settlement Agreement, requires PFD to pay a total of $1,325,000. Our insurer has agreed to
contribute $662,500 toward the settlement cost of the citizen’s suit portion of the litigation, which we received on March 13,
2008. Based on discussion with our insurer, our insurer will not pay any portion of the settlement with the federal government
in the Government Lawsuit.

I n connection with PFD’s sale of substantially all of its assets during March, 2008, as discussed in “Business” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, the buyer has agreed to assume
certain of PFD’s obligations under the Consent Decree and Settlement Agreement, including, without limitation, PFD’s
obligation to implement supplemental environmental projects costing not less than $562,000, implement a variety of state and
federal air permit control measures and reduce the potential for emissions of air pollutants.

As previously reported, on April 12, 2007 our insurer agreed to reimburse PFD forreasonable defense costs of litigation
incurred prior to our insurer’s assumption of the defense, but this agreement to defend and indemnify PFD was subject to the
our insurer’s reservation of its rights to deny indemnity pursuant to
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various policy provisions and exclusions, including, without limitation, payment of any civil penalties and fines, as well as
our insurer’s right to recoup any defense cost it has advanced if our insurer later determines that its policy provides no
coverage. When, ourinsurer withdrew its prior coverage denial and agreed to defend and indemnify PFD in the above
described lawsuits, subject to certain reservation of rights, we had incurred more than $2.5 million in costs in vigorously
defending against the Fisher and the Government Lawsuits. To date, our insurer has reimbursed PFD approximately $2.5
million for legal defense fees and disbursements, which we recorded as a recovery within our discontinued operations in the
second quarter of 2007. Partial reimbursement from our insurer of $750,000 was received on July 11,2007. A second
reimbursement of approximately $1.75 million was received on August 17, 2007. Our insurer has advised us that they will
reimburse us for approximately another $82,000 in legal fees and disbursements, which we recorded as a recovery within our

discontinued operations in the 4th quarter 2007. This reimbursement is subject to our insurer’s reservation of rights as noted
above. On February 12, 2008, we received reimbursement of approximately $24,000 from our insurer. We anticipate receiving
the remaining reimbursement by the end of the second quarter of 2008.

Perma-Fix of Orlando, Inc. (“PFO”)

In 2007, PFO was named as a defendant in four cases related to a series of toxic tort cases, the “Brottem Litigation” that are
pending in the Circuit Court of Seminole County, Florida. All of the cases involve allegations of toxic chemical exposure at a
former telecommunications manufacturing facility located in Lake Mary, Florida, known generally as the “Rinehart Road
Plant”. PFO is presently a defendant, together with numerous other defendants, in the following four cases: Brottem v. Siemens,
etal.; Canada v. Siemens et al.; Bennett v. Siemens et al. and the recently filed Culbreath v. Siemens et al. All of the cases seek
unspecified money damages for alleged personal injuries or wrongful death. With the exception of PFO, the named defendants
are all present or former owners of the subject property, including several prominent manufacturers that operated the Rinehart
Road Plant. The allegations in all of the cases are essentially identical.

The basic allegations are that PFO provided “industrial waste management services” to the Defendants and that PFO
negligently “failed to prevent” the discharge of toxic chemicals or negligently “failed to warn” the plaintiffs about the dangers
presented by the improper handling and disposal of chemicals at the facility. The complaints make no attempt to specify the
time and manner of the alleged exposures in connection with PFO’s “industrial waste management services.” PFO has moved
to dismiss for failure to state a cause of action.

At this time, the cases involve a large number of claims involving personal injuries. At this very early stage, it is not possible
to accurately assess PFO’s potential liability. Our insurer has agreed to defend and indemnify us in these lawsuits, excluding
our deductible of $250,000, subject to a reservation of rights to deny indemnity pursuant to various provisions and exclusions
under our policy.

Perma-Fix of Dayton (“PFD”), Perma-Fix of Florida (“PFF”), Perma-Fix of Orlando (“PFO”), Perma-Fix of South Georgia
(“PFSG”), and Perma-Fix of Memphis (“PFM”)

In May 2007, the above facilities were named Partially Responsible Parties (“PRPs”) at the Marine Shale Superfund site in St.
Mary Parish, Louisiana (“Site”). Information provided by the EPA indicates that, from 1985 through 1996, the Perma-Fix
facilities above were responsible for shipping 2.8% of the total waste volume received by Marine Shale. Subject to finalization
of this estimate by the PRP group, PFF, PFO and PFD could be considered de-minimus at .06%, .07% and .28% respectively.
PFSG and PFM would be major at 1.12% and 1.27% respectively. However, at this time the contributions of all facilities are
consolidated.

As of the date of this report, Louisiana DEQ (“LDEQ”) has collected approximately $8.4 million for the remediation of the site
and is proceeding with the remediation of the site. The EPA’s unofficial estimate to remediate the site is between $9 and $12
million; however, based on preliminary outside consulting work hired by the PRP group, which we are a party to, the
remediation costs can be below EPA’s estimation. As
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part of the PRP Group, we have paid an initial assessment of $10,000 in the fourth quarter of 2007, which was allocated among
the facilities. As of the date of this report, we cannot accurately access our liability.

In addition to the above matters and in the normal course of conducting our business, we are involved in various other
litigations. We are not a party to any litigation or governmental proceeding which our management believes could result in
any judgments or fines against us that would have a material adverse affect on our financial position, liquidity or results of
future operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None
ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth, as of the date hereof, information concerning our executive officers:

NAME AGE POSITION

Dr. Louis F. Centofanti 64  Chairman of the Board, President and Chief Executive Officer

Mr. Steven T. Baughman 49  Chief Financial Officer, Vice President, and Secretary

Mr. Larry McNamara 58  Chief Operating Officer

Mr. Robert Schreiber, Jr. 57  President of SYA, Schreiber, Yonley & Associates, a subsidiary of the Company, and

Principal Engineer

Dr. Louis F. Centofanti

Dr. Centofanti has served as Chairman of the Board since he joined the Company in February 1991. Dr. Centofanti also served
as President and Chief Executive Officer of the Company from February 1991 until September 1995 and again in March 1996
was elected to serve as President and Chief Executive Officer of the Company. From 1985 until joining the Company, Dr.
Centofanti served as Senior Vice President of USPCI, Inc., a large hazardous waste management company, where he was
responsible for managing the treatment, reclamation and technical groups within USPCL In 1981 he founded PPM, Inc., a
hazardous waste management company specializing in the treatment of PCB contaminated oils, which was subsequently sold
to USPCI. From 1978 to 1981, Dr. Centofanti served as Regional Administrator of the U.S. Department of Energy for the
southeastern region of the United States. Dr. Centofanti has a Ph.D. and a M.S. in Chemistry from the University of Michigan,
and a B.S. in Chemistry from Youngstown State University.

Mr. Steven T. Baughman

Mr. Baughman was appointed as Vice President and Chief Financial Officer of the Company by the Company’s Board of
Directors in May 2006. Mr. Baughman was previously employed by Waste Management, Inc. from 1994 to 2005, serving in
various capacities, including: Vice President Finance, Control and Analysis from 2001 to 2005, and Vice President,
International Controller from 1999 to 2001. Mr. Baughman has BS degrees in Accounting and Finance from Miami University
(Ohio), and is a Certified Public Accountant.

Mr. Larry McNamara

Mr. McNamara has served as Chief Operating Officer since October 2005. From October 2000 to October 2005, he served as
President of the Nuclear Waste Management Services segment. From December 1998 to October 2000, he served as Vice
President of the Company's Nuclear Waste Management Services Segment. Between 1997 and 1998, he served as Mixed Waste
Program Manager for Waste Control Specialists (WCS) developing plans for the WCS mixed waste processing facilities,
identifying markets and directing proposal activities. Between 1995 and 1996, Mr. McNamara was the single point of contact
for the DOD to all state and federal regulators for issues related to disposal of Low Level Radioactive Waste and served on
various National Committees and advisory groups. Mr. McNamara served, from 1992 to 1995, as Chief of the Department of
Defense Low Level Radioactive Waste office. Between 1986 and
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1992, he served as the Chief of Planning for the Department of Army overseeing project management and program policy for
the Army program. Mr. McNamara has a B.S. from the University of Iowa.

Mr. Robert Schreiber, Jr.

Mr. Schreiber has served as President of SYA since the Company acquired the environmental engineering firm in 1992. Mr.
Schreiber co-founded the predecessor of SYA, Lafser & Schreiber in 1985, and served in several executive roles in the firm
until our acquisition of SYA. From 1978 to 1985, Mr. Schreiber served as Director of Air programs and all environmental
programs for the Missouri Department of Natural Resources. Mr. Schreiber provides technical expertise in wide range of areas
including the cement industry, environmental regulations and air pollution control. Mr. Schreiber has a B.S. in Chemical
Engineering from the University of Missouri — Columbia.

Certain Relationships
There are no family relationships between any of our Directors or executive officers. Dr. Centofanti is the only Director who is
our employee.
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PART II
ITEMSS. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Our Common Stock, is traded on the NASDAQ Capital Markets (“NASDAQ”) under the symbol “PESI” on NASDAQ. The
following table sets forth the high and low market trade prices quoted for the Common Stock during the periods shown. The
source of such quotations and information is the NASDAQ online trading history reports.

2007 2006
Low High Low High
Common Stock 1%t Quarter  $ 2.07 $ 257 $ 131 $ 2.15
ond Quarter 2.13 3.25 1.70 2.20
3" Quarter 1.74 3.40 2.01 2.60
4t Quarter 225 3.05 1.90 2.40

As of March 10, 2008, there were approximately 300 stockholders of record of our Common Stock, including brokerage firms
and/or clearing houses holding shares of our Common Stock for their clientele (with each brokerage house and/or clearing
house being considered as one holder). However, the total number of beneficial stockholders as of March 10, 2008, was
approximately 3,472.

Since our inception, we have not paid any cash dividends on our Common Stock and have no dividend policy. Our loan
agreement prohibits paying any cash dividends on our Common Stock without prior approval from the lender. We do not
anticipate paying cash dividends on our outstanding Common Stock in the foreseeable future.

No sales of unregistered securities, other than the securities sold by us during 2007, as reported in our Forms 10-Q for the
quarters ended March 31, 2007, June 30,2007, September 30, 2007, and Form 8-K filed with the SEC on January 2, 2008,
which were not registered under the Securities Act of 1933, as amended, were issued during 2007. There were no purchases
made by us or on behalf of us or any of our affiliated members of shares of our Common Stock during the last quarter of 2007.
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Common Stock Price Performance Graph

The following Common Stock price performance graph compares the yearly change in the Company’s cumulative total
stockholders’ returns on the Common Stock during the years 2003 through 2007, with the cumulative total return of the
NASDAQ Market Index and the published industry index prepared by Hemscott and known as Hemscott Industry Group 637-
Waste Management Index (“Industry Index”) assuming the investment of $100 on January 1, 2003.

The stockholder returns shown on the graph below are not necessarily indicative of future performance, and we will not make
or endorse any predications as to future stockholder returns.

COMPARE 5-YEAR CUMULATIVE TOTAL RETURN
AMONG PERMA-FIX ENVIRONMENTAL SERVICES, INC.,
NASDAQ MARKET INDEX AND HEMSCOTT GROUP INDEX

250

200 -+

150 4
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DOLLARS
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—#— PERMA-FIX ENVIRONMENTAL SERVICES, INC.
— 4l — HEMSCOTT GROUP INDEX
—&— NASDAQ MARKET INDEX

ASSUMES $100 INVESTED ON JAN. 01, 2003
ASSUMES DIVIDEND REINVESTED
FISCAL YEAR ENDING DEC. 31, 2007

Assumes $100 invested in the Company on January 1, 2003, the Industry Index and the NASDAQ Market Index, and the
reinvestment of dividends. The above five-year Cumulative Total Return Graph shall not be deemed to be “soliciting
material” or to be filed with the Securities and Exchange Commission, nor shall such information be incorporated by reference
by any general statement incorporating by reference this Form 10-K into any filing under the Securities Act of 1933 or the
Securities Exchange Act of 1934 (collectively, the “Acts”), except to the extent that the Company specifically incorporates
this information by reference, and shall not be deemed to be soliciting material or to be filed under such Acts.

25




ITEM 6. SELECTED FINANCIAL DATA

The financial data included in this table has been derived from our audited consolidated financial statements, which have been
audited by BDO Seidman, LLP. As a result of the Company’s Industrial Segment meeting the held for sale criteria under
Statement of Financial Accounting Standards (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets”, the Company’s previously reported consolidated statement of operations data for the years noted below have been
reclassified to present discontinued operations separately from continuing operations. Certain prior year amounts have been
reclassified t o conform with current year presentations. Amounts are in thousands, except for per share amounts. The
information set forth below should be read in conjunction with “Management’s Discussion Analysis of Financial Condition
and Results of Operations” and the consolidated financial statements of the Company and the notes thereto included

elsewhere herein.

Statement of Operations Data:

200702 20061 2005 20043) 2003

Revenues $ 54,102 $ 52,781 $ 50,098 $ 45883 $ 40,641
Income from continuing operations 517 5,644 4,501 3,322 3,500
Loss from discontinued operations 9,727) (933) (762) (22,683) (382)

Net (loss) income 9,210) 4,711 3,739 (19,361) 3,118
Preferred stock dividends — — (156) (190) (189)

Net (loss) income applicable to Common Stock 9,210) 4,711 3,583 (19,551) 2,929
Income (loss) per common share - Basic

Continuing operations 01 12 .10 .08 .09

Discontinued operations (.19) (.02) .02) (.56) 01)

Net income (loss) per share (.18) .10 .08 (48) .08
Income (loss) per common share - Diluted

Continuing operations 01 12 .10 07 .08

Discontinued operations (.18) (.02) .02) (51) 01)

Net income (loss) per share 17) .10 .08 (44) .07
Basic number of shares used in computing net income

(loss) per share 52,549 48,157 42,605 40,478 34,982
Diluted number of shares and potential common

shares used in computing net income (loss) per share 53,294 48,768 44,804 44377 39,436
Balance Sheet Data:

December 31,
2007 2006 2005 2004 2003

Working capital (deficit) $ 5,751 % 12,810 $ 5916 $ 497 $ 4,159
Total assets 126,031 106,662 98,525 100,455 110,215
Current and long-term debt 18,836 8,329 13,375 18,956 29,088
Total liabilities 66,018 40,924 50,087 56,922 58,488
Preferred Stock of subsidiary 1,285 1,285 1,285 1,285 1,285
Stockholders' equity 58,728 64,453 47,153 42,248 50,442

(1) Includes recognized stock option expense of $457,000 and $338,000 for 2007 and 2006, respectively pursuant to the

adoption of SFAS 123R which became effective January 1,2006.
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(2) Includes financial data of PENWR acquired during 2007 and accounted for using the purchase method of accounting in
which the results of operations are reported from the date of acquisition, June 13, 2007 (see “Note 5 — Acquisition” in
“Notes to Consolidated Financial Statement” for accounting treatment).

(3) Includes financial data of PFMD and PFP acquired during 2004 and accounted forusing the purchase method of
accounting in which the results of operations are reported from the date of acquisition, March 23, 2004.
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ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Certain statements contained within this “Management's Discussion and Analysis of Financial Condition and Results of
Operations” may be deemed “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended (collectively, the “Private Securities Litigation
Reform Act of 1995”). See “Special Note regarding Forward-Looking Statements” contained in this report.

Management's discussion and analysis is based, among other things, upon our audited consolidated financial statements and
includes our accounts and the accounts of our wholly-owned subsidiaries, after elimination of all significant intercompany
balances and transactions.

The following discussion and analysis should be read in conjunction with our consolidated financial statements and the notes
thereto included in Item 8 of this report.

Overview

2007 has been a year of many changes for us starting with the decision of the Company to divest our Industrial Segment and
the acquisition of Nuvotec USA, Inc. and its subsidiary, which we now call Perma-Fix Northwest Richland, Inc. (“PFNWR”), on
June 13, 2007. Excluding the results of our discontinued operations, we reported revenue of $54,102,000 and income from
continuing operations applicable to Common Stock of $517,000 for the year ended December 31, 2007. Excluding the
revenue of our newly acquired PENWR facility of $8,439,000, our Nuclear Segment revenue decreased $6,158,000 or 12.5%
from 2006. The primary driver of this decrease was reduction in waste receipts from the federal government and brokers. The
acquisition of our PENWR facility positions the Nuclear Segment’s future revenue stream well as the facility is located
adjacent to the Hanford site, which represents one of the most expansive of DOE’s nuclear weapons’ facilities to remediate. Our
Engineering Segment had revenues of $2,398,000, a decrease of $960,000 from 2006, representing a 28.6% decrease from the
previous year. The decrease was due to lower billable hours as more resources were internalized to support the acquisition of
the PFNWR facility and the divestiture of the Industrial Segment. The backlog of stored waste within the Nuclear Segment was
reduced to $9,964,000, which excludes $4,683,000 in backlog from our PENWR facility at December 31, 2007, down from
$12,492,000 in 2006, reflecting our emphasis on improved processing and disposal.

In 2007, our balance sheet was heavily impacted by the acquisition of the PFNWR facility, as well as the reclassification of
approximately $11,403,000 of debt owed to certain of our lenders from long term to current. Working capital at December 31,
2007 is a negative $17,154,000 as compared to positive $12,810,000 at December 31, 2006. As of December 31, 2007, our
fixed charge coverage ratio contained in our PNC loan agreement fell below the minimum requirement. Although we have
obtained a waiver from our lender for this non-compliance as of December 31, 2007, we do not expect to be in compliance
with this fixed charge coverage ratio as of the end of the first and second quarters of 2008 and, as a result, we were required
under generally accepted accounting principles to reclassify the long term portion of this debt to current due to this likelihood
of future default. Furthermore, we have a cross default provision on our 8.625% promissory note with a separate bank and have
reclassified the long term portion of that debt to current as well. These reclassifications negatively impacted our working
capital. If we are unable to meet the fixed charge coverage ratio in the future, we believe that our lender will waive this non-
compliance or will revise this covenant so that we are in compliance; however, there is no assurance that we will be able to
secure a waiver or revision from our lender. If we fail to meet our fixed charge coverage ratio in the future and our lender does
not waive the non-compliance or revise this covenant so that we are in compliance, our lenders could accelerate the repayment
of borrowings under our credit facility. In the event that our lender accelerates the payment of our borrowings, we may not
have sufficient liquidity to repay our debt under our credit facilities and other indebtedness. Our working capital was also
negatively impacted by the pending
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sale of certain facilities within our Industrial Segment and certain debt obligations, in addition to the $11,403,000 mentioned
above, which will become due in 2008 and were reclassify from long term to current. We anticipate restructuring certain debt
in 2008 to improve our working capital position. Our working capital continues to be impacted by certain liabilities
associated with our discontinued operations.

Due to our inability to demonstrate that we will comply with the fixed charge coverage ratio in our loan agreement as of the
end of the first and second quarters of 2008, resulting in the long-term portion of our indebtedness to certain of our lenders of
approximately $11,403,000 being reclassified to current, our working capital deficit of approximately $17,154,000 and
certain of our lenders’ ability to accelerate our indebtedness under our credit facilities, there is substantial doubt as to our
ability to continue as a going concern. Consequently, our independent registered public accounting firm has included an
explanatory paragraph addressing this uncertainty. Although we believe our lender will waive our failure or potential failure to
meet this financial covenant or revise the covenant so that we are in compliance, as of the date of this report our lender has not
issued this waiver or revision. There are no assurances that our lender will waive or revise this covenant.

Results of Operations
Thereporting of financial results and pertinent discussions are tailored to two reportable segments: Nuclear Waste
Management Services (“Nuclear”) and Consulting Engineering Services (“Engineering”).

Below are the results of continuing operations for our years ended December 31, 2007,2006, and 2005 (amounts in
thousands):

(Consolidated) 2007 % 2006 % 2005 %
Net Revenues 54,102 100.0 $ 52,781 100.0 $ 50,098 100.0
Cost of goods sold 36,837 68.1 31,054 58.8 31,328 62.5
Gross Profit 17,265 31.9 21,727 412 18,770 37.5
Selling, general and administrative 15,406 28.5 14,320 27.1 12,136 243
Loss on disposal of property and
equipment 71 1 48 — 6 —
Income from operations 1,788 33 7,359 14.1 6,628 13.2
Interest income 312 .6 280 .5 126 2
Interest expense (1,302) 2.4) (1,241) 2.4) (1,502) 3.0)
Interest expense — financing fees (196) (4) (192) (4) (318) (.6)
Other 85) (.1) (595 (@) @ —
Income from continuing operations
before taxes 517 1.0 6,151 11.7 4933 9.8
Income tax expense _ _ 507 1.0 432 9
Income from continuing operations 517 1.0 5,644 10.7 4,501 8.9
Preferred Stock dividends — — — — (156) 3)

Summary - Years Ended December 31,2007 and 2006

Net Revenue

Consolidated revenues from continuing operations increased $1,321,000 for the year ended December 31, 2007, compared to
the year ended December 31, 2006, as follows:
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% % %

(In thousands) 2007 Revenue 2006 Revenue Change Change
Nuclear
Bechtel Jacobs $ 1,812 33 % 6,705 127 $ (4,893) (73.0)
LATA/Parallax 8,784 16.2 10,341 19.6 (1,557) 15.1)
Fluor Hanford 3,885(1) 7.2 1,229 2.3 2,656 216.1
Government waste 9,951 18.5 14,951 28.3 (5,000) (334)
Hazardous/non-hazardous 5,068 94 3,343 6.3 1,725 51.6
Other nuclear waste 13,765 254 12,854 24 4 911 7.1
Recent acquisition 6/07 (PFNWR) 8,439(1) 15.6 _ _ 8,439 100.0
Total 51,704 95.6 49423 93.6 2,281 4.6
Engineering 2,398 4.4 3,358 6.4 (960) (28.6)
Total $ 54,102 100.0 $ 52,781 100.0 $ 1,321 2.5

(1) Revenue of $8,439,000 from PFNWR for 2007 includes approximately $5,568,000 relating to wastes generated by the
federal government, either directly or indirectly as a subcontractor to the federal government. Of the $5,568,000 in revenue,
approximately $3,100,000 was from Fluor Hanford, a contractor to the federal government. Revenue in 2007 from Fluor
Hanford totaled approximately $6,985,000 or 12.9 % of total consolidated revenue.

The Nuclear Segment experienced a $2,281,000 increase in revenue for the year ended December 31, 2007 over the same
period in 2006. Total revenue within the Nuclear Segment included $8,439,000 of revenue from our PFNWR facility, which
was acquired on June 13, 2007. Excluding the revenue of our PENWR facility, revenue from our Nuclear Segment decreased
approximately $6,158,000 or 12.5% as compared to the same period of 2006. Revenue from government generators (which
includes Bechtel Jacobs, LATA/Parallax and Fluor Hanford) decreased $8,794,000 (excluding government revenue of
$5,568,000 from our PENWR facility) or 26.5% due to overall lower government receipts. Due to varying waste constituencies,
waste received and its related pricing can vary. 2007 saw a decline in average pricing of 21.6% while volume increased 7.9%.
Although our receipts were down, the increase in volume was the result of the Company’s continued effort to process and
dispose more of its backlog. The backlog of stored waste within the Nuclear Segment was reduced to $9,964,000, excluding
the backlog of our PENWR facility of $4,683,000 at December 31, 2007, down from $12,492,000 in 2006, which reflects
increases in processing and disposal for the year. Waste backlog will continue to fluctuate in 2008 depending on the
complexity of waste streams and the timing of receipts and processing of materials. The high levels of backlog material
continue to position the segment well for increases in future processing revenue prospective. The Bechtel Jacobs contract in
Oak Ridge is continuing at reduced waste volumes due to the large legacy waste clean-up project completion in 2005. 2006
revenues of our Nuclear Segment include approximately $1.1 million recognized from Bechel Jacobs as a result of a settlement
of a lawsuit in connection with a dispute over surcharges from waste treated in 2003. The decrease for LATA/Parallax is due to
significant progress made by LATA/Parallax in completing legacy waste removal actions as part of their clean-up project at
Portsmouth for the Department of Energy. Fluor Hanford revenue increased approximately $2,656,000 (excluding
approximately $3,100,000 from PFNWR) or 216.1% due mainly to increased receipts at our DSSI facility. Hazardous and non-
hazardous revenue increased approximately $1,725,000 or 51.6% as compared to the same period of 2006 due to a
combination of increased volume of 19.6% and price increases of 26.7% in per drum equivalent of waste processed. Revenue
from the Engineering Segment decreased $960,000 or 28.6% due to less billable hours and related reimbursable costs in part to
a large event project in 2006 which did not repeat in 2007 and more hours spent supporting the divestiture of the Industrial
Segment facilities that are for sale.
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Cost of Goods Sold
Cost of goods sold increased $5,783,000 for the year ended December 31, 2007, as compared to the year ended December 31,
2006, as follows:

% %
(In thousands) 2007 Revenue 2006 Revenue Change
Nuclear $ 30,261 69.9 $ 28,493 577 $ 1,768
Engineering 1,638 68.3 2,561 76.3 (923)
Acquisition (PENWR) 4938 58.5 — — 4938
Total $ 36,837 68.1 $ 31,054 588 § 5,783

Excluding the cost of goods sold of approximately $4,938,000 for the PENWR facility, the Nuclear Segment’s cost of goods
sold for the year ending December 31,2007 were up approximately $1,768,000. Processing and disposal costs increased due to
increased volume as well as different mix of waste. In addition, costs related to the new “SouthBay” area at M&EC increased
due to labor and analytical expenses. In 2007, M&EC completed its facility expansion (“SouthBay”) to treat DOE special
process wastes from the DOE Portsmouth Gaseous Diffusion Plant located in Piketon, Ohio under the subcontract awarded by
LATA/Parallax Portsmouth LLC to our Nuclear Segment in 2006. The Engineering Segment costs fell due to lower
reimbursable expenses related to a large event projectin 2006. Included within cost of goods sold is depreciation and
amortization expense of $3,750,000 and $2,919,000 for the year ended December 31, 2007 and 2006, respectively, reflecting
an increase of $831,000 over 2006 resulting primarily from the completion of the “SouthBay” area and the acquisition of
PFNWR.

Gross Profit
Gross profit for the year ended December 31, 2007, decreased $4,462,000 over 2006, as follows:

(In thousands) 2007 Rev(fnue 2006 Revzonue Change
Nuclear $ 13,004 30.1 $ 20,930 423 $ (7,926)
Engineering 760 31.7 797 23.7 37)
Acquisition (PENWR) 3,501 415 — — 3,501
Total $ 17,265 319 $ 21,727 412 $ (4,462)

The Nuclear Segment gross profit, excluding approximately $3,501,000 from PFNWR facility, saw a decrease of 13% from
2006 primarily due to lower volume of waste received. In addition, revenue mix shifted to processing and disposal of higher
volumes of lower price waste resulting in higher costs of sales. In addition, surcharges were significantly lower in 2007 which
impacted gross profit and gross margin. The Bechtel Jacobs surcharge of $1.1 million in 2006 had no associated costs which
increased prior year’s gross profit. The Engineering Segment gross profit decreased though its gross profit percentage
increased. The sizable portion of the large event project in 2006 included low margin pass through expenses, resulting in
higher gross profit and lower margins in 2006.
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Selling, General and Administrative
Selling, general and administrative (“SG&A”)expensesincreased $1,086,000 for the year ended December 31, 2007, as
compared to the corresponding period for 2006, as follows:

% %
(In thousands) 2007 Revenue 2006 Revenue Change
Administrative $ 5,457 — 3 5,627 — 9 (170)
Nuclear 7,754 17.9 8,147 16.5 (393)
Engineering 517 21.6 546 16.3 (29)
Acquisition (PFNWR) 1,678 19.9 — — 1,678
Total $ 15,406 28.5 $ 14,320 27.1 $ 1,086

Excluding the SG&A of our PENWR facility, our 2007 SG&A expenses decreased throughout the Company over 2006. The
decrease in administrative SG&A was the result of lower payroll related expense totaling approximately $688,000 related to a
reduction in general labor and bonus expenses. This decrease was offset by higher public company expense totaling
approximately $250,000 due to an increase in director fees for our Board of Director services and payment of a one time fee to
a member of our Board of Directors as compensation for his service in negotiating the agreement in principal to resolve a
certain legal matter with the EPA against our PFD facility. In addition, we had higher outside service fees of approximately
$268.,000 related to consulting and the adoption of FASB Interpretation 48, “Accounting for Uncertainty in Income Taxes —
An Interpretation of FASB No.109” (FIN 48) and other tax related issues. The Nuclear Segment’s SG&A decrease is due to
lower payroll related expenses as commissions were down consistent with reduced revenues and severance expense was down
from 2006. The Engineering Segment decrease was the result of a decrease in payroll related expenses as commissions and
headcount were down but were offset by an increase in bad debt expense. Included in SG&A expenses is depreciation and
amortization expense of $117,000 and $127,000 for the years ended December 31,2007 and 2006, respectively.

Loss (Gain) on Disposal of Property and Equipment

The loss on fixed asset disposal for the year ended December 31, 2007, was $71,000, as compared to a loss of $48,000 for the
same period in 2006. The loss for 2007 was attributed mainly to the disposal of idle equipment at our M&EC and DSSI
facilities and the loss for 2006 was attributed mainly to the disposal of idle equipment at our DSSI facility.

Interest Income

Interest income increased $32,000 for the year ended December 31, 2007, as compared to 2006. The increase is attributable to
interest on the finite risk sinking fund which was increased by $1,000,000 in February of 2007, as well as an additional
increase of $258,000 for our PFNWR facility closure policy. In addition, the increase in 2007 is also attributed to interest
earned from additional cash in the Company’s sweep account during the first six months of 2007.

32




Interest Expense
Interest expense increased $61,000 for the year ended December 31,2007, as compared to the corresponding period of 2006.

(In thousands) 2007 2006 Change %

PNC interest $ 702 $ 728 $ (26) (3.6)

Other 600 513 87 17.0
Total $ 1,302 $ 1,241 $ 61 4.9

The increase in 2007 is due primarily to increased external debt related to the Nuvotec acquisition of approximately $272,000.
In addition, revolver debt at PNC increased due to increased borrowings made necessary for the acquisition, resulting in
approximately $59,000 in additional interest expense. Offsetting these increases were reduced interest expense of
approximately $85,000 on term note, capitalized interest of approximately $144,000 related to the “SouthBay” construction
completed in 2007, and reduced interest expense from diminishing principal on other equipment related loans.

Interest Expense - Financing Fees
Interest expense-financing fees remained constant for the year ended December 31,2007, as compared to the corresponding
period of 2006.

Income Tax

We have provided a valuation allowance on substantially all of our deferred tax assets. We will continue to monitor the
realizability of these net deferred tax assets and will reverse some or all of the valuation allowance as appropriate. In making
this determination, we consider a number of factors including whether there is a historical pattern of consistent and significant
profitability in combination with our assessment of forecasted profitability in the future periods. Such patterns and forecasts
allow us to determine whether our most significant deferred tax assets such as net operating losses will be realizable in future
years, in whole or in part. These deferred tax assets in particular will require us to generate taxable income in the applicable
jurisdictions in future years in order to recognize their economic benefits. We do not believe that we have sufficient evidence
to conclude that some or all of the valuation allowance on deferred tax assets should be reversed. However, facts and
circumstances could change in future years and at such point we may reverse the allowance as appropriate. For the years ended
December 31, 2007 and 2006, we had $0 and approximately $83,000, respectively, in federal income tax expense, as a result
of a 100% valuation allowance against the deferred tax asset and our alternative minimum tax liability at December 31, 2007,
and $0 and $424,000, respectively, in state income taxes primarily for our subsidiary, M&EC, in Oak Ridge, Tennessee. See
“Note 12” to “Notes to Consolidated Financial Statements” for a reconciliation between taxes at the statutory rate and the
provision for income taxes as reported.
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Summary - Years Ended December 31,2006 and 2005

Net Revenue
Consolidated revenues from continuing operations increased for the year ended December 31,2006, compared to the year
ended December 31, 2005, as follows:

% % %
(In thousands) 2006 Revenue 2005 Revenue Change Change
Nuclear
Bechtel Jacobs $ 6,705 126 $ 14,940 298 $ (8,235) (55.1)
LATA/Parallax 10,341 19.6 — — 10,341 100.0
Fluor Hanford 1,229 2.3 1,732 35 (503) 29.0)
Government waste 14,951 28.3 12,883 25.7 2,068 16.1
Hazardous/non-hazardous 3,343 6.3 4,308 8.6 (965) 22.4)
Other nuclear waste 12,854 24 .4 13,382 26.7 (528) 3.9)
Total 49,423 93.6 47,245 943 2,178 4.6
Engineering 3,358 6.4 2,853 5.7 505 17.7
Total $ 52,781 100.0 $ 50,098 100.0 $ 2,683 54

Nuclear Segment revenue for the year ended December 31, 2006 improved over 2005 by 4.6% of consolidated revenue or
$2,178,000. Revenue of our Nuclear Segment under contracts with Bechtel Jacobs is decreasing as projects at Oak Ridge are
near completion and as a result of certain other projects with the federal governmentin which we have been issued
subcontracts previously managed by Bechtel Jacobs being assumed by Latax/Parallax. 2006 revenues of our Nuclear Segment
include approximately $1.1 million recognized as a result of a settlement of a lawsuitin connection with a dispute over
surcharges from waste treated in 2003. While this settlement was finalized in January 2007, it was estimatable and probable as
of December 31, 2006. This amount did not exceed contract costs through December 31, 2006 and no contingencies existed in
regards to this matter at year-end. Waste received directly from the government increased as government volume normally
varies year over year due to funding, volume, and other factors. Hazardous and non hazardous revenue was down reflecting the
completion of a special event soil project from existing industrial customers in 2005 which did not repeat in 2006. See
“Known Trends and Uncertainties — Significant Customers” later in this Managements' Discussion and Analysis for further
discussion on our revenues and contracts with the government and their contractors. The backlog of stored waste at December
31,2006 was $12,492,000 compared to $16,374,000 at December 31, 2005. Waste receipts were consistent with 2005, but the
backlog reflects increases in processing and disposal for the year. The high levels of backlog material continue to position the
segment well from future processing revenue prospective. The Engineering Segment experienced an increase in revenue in
2006 as a result of a special event project.

Cost of Goods Sold
Cost of goods sold decreased $274,000 for the year ended December 31, 2006, as compared to the year ended December 31,
2005, as follows:

% %
(In thousands) 2006 Revenue 2005 Revenue Change
Nuclear $ 28,493 577 $ 29,144 617 $ (651)
Engineering 2,561 76.3 2,184 76.6 377
Total $ 31,054 58.8 § 31,328 62.5 $ (274)
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The Nuclear Segment’s cost of goods sold for the year ended December 31, 2006 was down slightly from 2005 despite
increased revenue. Transportation and disposal costs were down due to increased government revenue, where disposal and
transportation costs are often paid for by the customer. In addition, we recognized all costs related to the Bechtel Jacobs
surcharge settlement when they were incurred, and therefore we did not have any costs in the current yearrelated to
$1,119,000 in revenue in 2006. The Engineering Segment expense increases reflected increased reimbursable expenses related
to the large event project in 2006. Included within cost of goods sold is depreciation and amortization expense of $2,919,000
and $2,765,000 for the year ended December 31, 2006 and 2005, respectively, reflecting an increase of $154,000 over 2005.

Gross Profit
Gross profit for the year ended December 31, 2006, increased $2,957,000 over 2005, as follows:

% %
(In thousands) 2006 Revenue 2005 Revenue Change
Nuclear $ 20,930 423 $ 18,101 383 $ 2,829
Engineering 797 23.7 669 234 $ 128
Total $ 21,727 412 § 18,770 375§ 2,957

The gross profit for the Nuclear Segment increased $2,829,000 in 2006 over 2005 as we received more government waste,
which typically does not require transportation and disposal expense, and produces higher margins. In addition, the surcharge
settlement with Bechtel Jacobs did not have any costs of goods sold, and thus increased the gross margin. The gross profit of
the Engineering Segment increased as a result of increased revenue.

Selling, General and Administrative
Selling, general and administrative (“SG&A”) expenses increased approximately $2,184,000 for the year ended December 31,
2006, as compared to the corresponding period for 2005, as follows:

% %
(In thousands) 2006 Revenue 2005 Revenue Change
Administrative $ 5,627 — 9 4,800 — 9 827
Nuclear 8,147 16.5 6,863 14.5 1,284
Engineering 546 16.3 473 16.6 73
Total $ 14,320 271 $ 12,136 242 $ 2,184

We experienced an increase in SG&A expenses throughout the Company over 2005. The increase in corporate administrative
overhead was primarily payroll related. We incurred corporate expenses that were higher than 2005 for management
incentives, costs related to expensing of stock options under SFAS 123R (see “Note 3 — Share Based Compensation” of
Consolidated Financial Statements), costs related to the relocation of the corporate office and internal costs related to the due
diligence of a potential acquisition. The Nuclear Segment increased its SG&A expenses to expand its management staff to
more effectively bid on new contracts, manage its facilities and increase its efforts towards compliance with corporate policies
and regulatory agencies. The increase in SG&A costs in our Engineering Segment were payroll related. Included in SG&A
expenses is depreciation and amortization expense of $127,000 and $135,000 for the years ended December 31, 2006 and
2005, respectively.

Loss (Gain) on Disposal of Property and Equipment

The loss on fixed asset disposal/impairment for the year ended December 31, 2006, was $48,000, as compared to a loss of
$6,000 for the same period in 2005. The losses for 2006 and 2005 were attributed mainly to the disposal of idle equipment at
our Nuclear facility, specifically our DSSI facility.
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Interest Income

Interest income increased $154,000 for the year ended December 31, 2006, as compared to the 2005. The increase was due to
proceeds from warrants and options exercised and employee stock purchase plan proceeds which totaled $12,079,000. Also, an
additional funding of our finite risk insurance policy resulted in additional interest earned for the year. See later in this
Management's Discussion and Analysis — “Liquidity and Capital Resources” for further discussion on the finite risk insurance
policy.

Interest Expense
Interest expense decreased $261,000 for the year ended December 31, 2006, as compared to the corresponding period of 2005.

(In thousands) 2006 2005 Change %

PNC interest $ 728 $ 834 $ (106) (12.7)

Other 513 668 (155) (23.2)
Total $ 1,241 $ 1,502 % (261) (17.4)

The decrease in 2006 is principally a result of the overall improvement in our debt position accelerated by the exercise of
warrants and options for purchase of 7,106,790 shares of our Common Stock, as well as proceeds from our employee stock
purchase plan, which added $12,709,000 in cash. Reduced borrowing on the revolver, along with diminishing principal on
other equipment related loans continues to reduce our interest expense.

Interest Expense - Financing Fees

Interest expense-financing fees decreased $126,000 for the year ended December 31, 2006, as compared to the corresponding
period of 2005. Expenses in 2006 reflect the amortization of our prepaid financing fee for our term loan which expires in May
of 2008. Expense for 2005 includes a fee paid to PNC for the increase in the term note by approximately $4,400,000 (See
“Financing Activities” in this Management Discussion & Analysis). The remaining financing fees are principally associated
with the PNC revolving credit and term loan and are amortized to expense over the term of the loan agreements. As of
December 31, 2006, the unamortized balance of prepaid financing fees is $267,000. These prepaid financing fees will be
amortized through May 2008 at a rate of $16,000 per month which approximates the rate using the effective interest method.

Income Tax

For the years ended December 31, 2006 and 2005, we had approximately $83,000 and $50,000, respectively, in federal income
tax expense, as a result of a 100% valuation allowance against the deferred tax asset resulting from our alternative minimum
tax liability at December 31, 2006, and $424,000 and $382,000, respectively, in state income taxes primarily for our
subsidiary, M&EC, in Oak Ridge, Tennessee. See “Note 12” to “Notes to Consolidated Financial Statements” for a
reconciliation between taxes at the statutory rate and the provision for income taxes as reported.

Discontinued Operations

Our Industrial Segment has sustained losses in each year since 2000. The facilities in our Industrial Segment provide on-and-
off site treatment, storage, processing and disposal of hazardous and non-hazardous industrial waste, and wastewater. Certain
of our facilities within the Industrial Segment provide waste management services to governmental agencies. On May 18,
2007, our Board of Directors authorized management to divest all or a part of our Industrial Segment. The decision to consider
the possible sale of all, or a part of, our Industrial Segment is based on our belief that our Nuclear Segment represents a
sustainable long-term growth driver of our business. During 2007, we have entered into several letters of intent to sell various
portions of our Industrial Segment. All of the letters of intent have expired or terminated without being completed, except for
the following: we completed, on January 8, 2008, the sale of substantially all of the assets of Perma-Fix Maryland, Inc.
(“PFMD”) for $3,825,000 in cash, subject to a
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working capital adjustment during 2008, and assumption by the buyer of certain liabilities of PFMD and during March 2008,
we completed the sale of substantially all of the assets of Perma-Fix of Dayton, Inc. (“PFD”) for approximately $2,143,000 in
cash, subject to certain working capital adjustments after the closing, plus assumption of certain of PFD’s liabilities and
obligations by the buyer, (including, without limitation, certain obligations under the Settlement Agreement entered into by
PFD in connection with the settlement of plaintiff’s claims under the Fisher Lawsuit, as discussed and defined below, and
approximately $562,000 in PFD’s obligations for and relating to supplemental environmental projects that PFD is obligated to
perform under the Consent Decree entered into with the federal government in settlement of the Government’s Lawsuit as
discussed and defined below) in connection with the Fisher Lawsuit. We are negotiating the sale of Perma-Fix South Georgia,
Inc. (“PFSG”). We anticipate that the sale of PFSG will be completed by the end of May 2008. The terms of the sale of PFSG
are subject to being finalized. We are attempting to sell the other companies and/or operations within our Industrial Segment,
but as of the date of this report, we have not entered into any agreements regarding these other companies or operations within
our Industrial Segment.

At May 25, 2007, the Industrial Segment met the held for sale criteria under Statement of Financial Accounting Standards
(“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, and therefore, certain assets and
liabilities of the Industrial Segment reclassified as discontinued operations in the Consolidated Balance Sheets, and we have
ceased depreciation of the Industrial Segment’s long-lived assets classified as held for sale. The results of operations and cash
flows of the Industrial Segment have been reported in the Consolidated Financial Statements as discontinued operations for all
periods presented.

We believe that the divestiture of certain facilities within our Industrial Segment has not occurred within the anticipated time
period due to the current state of our economy which has impacted potential buyers’ ability to obtain financing. In addition,
the original letter of intent entered between us and a potential buyerincluded the majority of the companies within our
Industrial Segment. This sale did not materialize, leading us to pursue the potential sale of each company individually.
Although this process has taken more time than anticipated for numerous reasons, we continue to market the facilities within
our Industrial Segment for eventual sale.

Our Industrial Segment generated revenues of $30,407,000, $35,148,000, and $41,489,000 for the years ended December 31,
2007, 2006, and 2005, respectively, and had net loss, net of taxes, of $9,727,000, $933,000 and $762,000 for the same periods,
respectively. Our net loss, net of taxes, for 2007 was impacted by a number of items listed below. The decline in revenues since
2005 is due to termination of certain government and commercial contracts.

A subsidiary within our Industrial Segment, PFD, was defending a lawsuit styled Barbara Fisher v. Perma-Fix of Dayton, Inc.,
in the United States District Court, Southern District of Ohio (the “Fisher Lawsuit”). This citizen’s suit was brought under the
Clean Air Act alleging, among other things, violations by PFD of state and federal clean air statutes connected with the
operation of PFD’s facility located in Dayton, Ohio. As further previously disclosed, the U.S. Department of Justice, on behalf
of the Environmental Protection Agency, intervened in the Fisher Lawsuit alleging, among other things, substantially similar
violations alleged in the Fisher Lawsuit (the “Government’s Lawsuit”).

During December, 2007, PFD and the federal government entered into a Consent Decree formalizing settlement of the
government’s portion of the above described lawsuit, which Consent Decree was approved by the federal court during the first
quarter of 2008. Pursuant to the Consent Decree, the settlement with the federal government resolved the government’s claims
against PFD and requires PFD to:

e pay acivil penalty of $360,000;

37




e complete three supplemental environmental projects costing not less than $562,000 to achieve air emission controls
that go above and beyond those required by any current environmental regulations.

e implement a variety of state and federal air permit pollution control measures; and

e take a variety of voluntary steps to reduce the potential for emissions of air pollutants.

During December 2007, PFD and Plaintiff, Fisher, entered into a Settlement Agreement formalizing settlement of the Plaintiff’s
claims in the above lawsuit. The settlement with Plaintiff Fisher resolved the Plaintiff’s claims against PFD and, subject to
certain conditions set forth in the Settlement Agreement, requires PFD to pay a total of $1,325,000. Our insurer has agreed to
contribute $662,500 toward the settlement cost of the citizen’s suit portion of the litigation, which we received on March 13,
2008. Based on discussion with our insurer, our insurer will not pay any portion of the settlement with the federal government
in the Government Lawsuit.

As of December 31, 2007, we have recorded a total of $1,625,000 of charges in our discontinued operations for settlement by
PFED of the Fisher Lawsuit and the Government Lawsuit.

In connection with PFD’s sale of substantially all of its assets during March, 2008, as discussed in this “Management’s
Discussion and Analysis of Financial Condition and Results of Operations”, the buyer has agreed to assume certain of PFD’s
obligations under the Consent Decree and Settlement Agreement, including, without limitation, PFD’s obligation to
implement supplemental environmental projects costing not less than $562,000, implement a variety of state and federal air
permit control measures and reduce the potential for emissions of air pollutants.

As previously reported, on April 12, 2007 our insurer agreed to reimburse PFD forreasonable defense costs of litigation
incurred prior to our insurer’s assumption of the defense, but this agreement to defend and indemnify PFD was subject to the
our insurer’s reservation of its rights to deny indemnity pursuant to various policy provisions and exclusions, including,
without limitation, payment of any civil penalties and fines, as well as our insurer’s right to recoup any defense cost it has
advanced if our insurer later determines that its policy provides no coverage. When, our insurer withdrew its prior coverage
denial and agreed to defend and indemnify PFD in the above described lawsuits, subject to certain reservation of rights, we had
incurred more than $2.5 million in costs in vigorously defending against the Fisher and the Government Lawsuits. To date, our
insurer has reimbursed PFD approximately $2.5 million for legal defense fees and disbursements, which we recorded as a
recovery within our discontinued operations in the second quarter of 2007. Partial reimbursement from our insurer of $750,000
was received on July 11, 2007. A second reimbursement of approximately $1.75 million was received on August 17,2007. Our
insurer has advised us that they will reimburse us for approximately another $82,000 in legal fees and disbursements, which we
recorded as a recovery within our discontinued operations in the 4th quarter 2007. This reimbursement is subject to our
insurer’s reservation of rights as noted above. On February 12, 2008, we received reimbursement of approximately $24,000
from our insurer. We anticipate receiving the remaining reimbursement by the end of the second quarter of 2008.

A s conditions warranted, we performed an updated internal analysis on the tangible and intangible assets to test for
impairment in the Industrial Segment as required by Statement of Financial Accounting Standard (SFAS) 144, “Accounting for
the Impairment or disposal of Long-Lived Assets” and SFAS 142, “Goodwill and Other Intangible Assets”. Our analysis, as
required by SFAS 144, included the comparison of the offered sale price less cost to sell to the carrying value of the investment
under each LOI separately. Based on our analysis, we concluded that the carrying value of the tangible assets for Perma-Fix
Dayton, Inc., Perma-Fix of Treatment Services, Inc., Perma-Fix of Orlando, Inc., and Perma-Fix of South Georgia, Inc. facilities
exceeded its fair value, less cost to sell. Consequently, in 2007, we recorded $2,727,000, $1,804,000, $507,000 and
$1,329,000, respectively, in tangible asset impairment loss for each of the
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facilities, which are included in “Loss from discontinued operations, net of taxes” on our Consolidated Statements of
Operations for the year ended December 31, 2007. We also performed financial valuations on the intangible assets of the
Industrial Segment as a whole to test for impairment as required by SFAS 142. We concluded that no other tangible and
intangible impairments existed as of December 31, 2007.

Assetsrelated to discontinued operations total $14,341,000 and $22,750,000 as of December 31, 2007, and 2006,
respectively, and liabilities related to discontinued operations total $11,949,000 and $10,632,000 as of December 31, 2007
and 2006, respectively (see “Note 6 — Discontinued Operations” in “Notes to Consolidated Financial Statements” for assets
and liabilities of discontinued operations held for sale).

Non Operational Facilities

The Industrial Segment includes two previously shut-down facilities which were and continue to be presented as discontinued
operations in prior years. These facilities include Perma-Fix of Pittsburgh, Inc. (“PFP”) and Perma-Fix of Michigan, Inc
(“PFMI”). Our decision to discontinue operations at PFP was due to our reevaluation of the facility and our inability to achieve
profitability at the facility. During February 2006, we completed the remediation of the leased property and the equipment at
PFP, and released the property back to the owner. Our decision to discontinue operations at PFMI was principally a result of
two fires that significantly disrupted operations at the facility in 2003, and the facility’s continued drain on the financial
resources of our Industrial Segment. As a result of the discontinued operations at the PFMI facility, we were required to
complete certain closure and remediation activities pursuant to our RCRA permit, which were completed in January 2006. In
September 2006, PFMI signed a Corrective Action Consent Order with the State of Michigan, requiring performance of studies
and development and execution of plans related to the potential clean-up of soils in portions of the property. The level and
cost of the clean-up and remediation are determined by state mandated requirements. Upon discontinuation of operations in
2004, we engaged our engineering firm, SYA, to perform an analysis and related estimate of the cost to complete the RCRA
portion of the closure/clean-up costs and the potential long-term remediation costs. Based upon this analysis, we estimated the
cost of this environmental closure and remediation liability to be $2,464,000. During 2006, based on state-mandated criteria,
we re-evaluated our required activities to close and remediate the facility, and during the quarter ended June 30, 2006, we
began implementing the modified methodology to remediate the facility. As a result of the reevaluation and the change in
methodology, we reduced the accrual by $1,182,000. W e have spent approximately $710,000 for closure costs since

September 30, 2004, of which $81,000 has been spent during 2007 and $74,000 was spent in 2006. In the 4th quarter of 2007,
we reduced our reserve by $9,000 as a result of our reassessment of the cost of remediation. We have $563,000 accrued for the
closure, as of December 31, 2007, and we anticipate spending $401,000 in 2008 with the remainder over the next five years.
Based on the current status of the Corrective Action, we believe that the remaining reserve is adequate to cover the liability.

As of December 31, 2007, PFMI has a pension payable of $1,287,000. The pension plan withdrawal liability, is a result of the
termination of the union employees of PFMI. The PFMI union employees participate in the Central States Teamsters Pension
Fund ("CST"), which provides that a partial or full termination of union employees may result in a withdrawal liability, due
from PFMI to CST. The recorded liability is based upon a demand letter received from CST in August 2005 that provided for
the payment of $22,000 per month over an eight year period. This obligation is recorded as a long-term liability, with a current
portion of $158,000 that we expect to pay over the next year.

Liquidity and Capital Resources

Our capital requirements consist of general working capital needs, scheduled principal payments on our debt obligations and
capital leases, remediation projects and planned capital expenditures. Our capital resources consist primarily of cash generated
from operations, funds available under our revolving credit facility and proceeds from issuance of our Common Stock. Our
capital resources are impacted by changes in accounts receivable as a result of revenue fluctuation, economic trends,
collection activities, and the profitability of the segments.

39




At December 31, 2007, we had cash of $102,000. The following table reflects the cash flow activities during 2007.

(In thousands) 2007

Cash provided by continuing operations $ 5,927
Cash provided by discontinued operations 771
Cash used in investing activities of continuing operations (7,218)
Cash used in investing activities of discontinued operations (359)
Cash used in financing activities of continuing operations (1,181)
Principal repayment of long-term debt for discontinued operations (366)
Decrease in cash $ (2,426)

We are in a net borrowing position and therefore attempt to move all excess cash balances immediately to the revolving credit
facility, so as to reduce debt and interest expense. We utilize a centralized cash management system, which includes
remittance lock boxes and is structured to accelerate collection activities and reduce cash balances, as idle cash is moved
without delay to the revolving credit facility or the Money Market account, if applicable. The cash balance at December 31,
2007, primarily represents minor petty cash and local account balances used for miscellaneous services and supplies.

Operating Activities

Accounts Receivable, net of allowances for doubtful accounts, totaled $13,536,000, a n increase of $4,048,000 over the
December 31, 2006, balance of $9,488,000. Our newly acquired PENWR facility accounted for $1,373,000 of the increase.
Excluding the increase of PEFNWR facility, the increase of approximately $2,886,000 in account receivables in our Nuclear
Segment relates to an increase in billing of unbilled receivables of approximately $1,200,000 and a large shipment received
late in the year resulting in invoicing totaling approximately $1,500,000. The Engineering Segment decreased by $211,000
which relates to lower revenue in 2007.

Unbilled receivables are generated by differences between invoicing timing and the percentage of completion methodology
used for revenue recognition purposes. As major processing phases are completed and the costs incurred, we recognize the
corresponding percentage of revenue. W e experience delays in processing invoices due to the complexity of the
documentation that is required for invoicing, as well as, the difference between completion of revenue recognition milestones
and agreed upon invoicing terms, which results in unbilled receivables. The timing differences occur for several reasons.
Partially from delays in the final processing of all wastes associated with certain work orders and partially from delays for
analytical testing that is required after we have processed waste but prior to our release of waste for disposal. The difference
also occurs due to our end disposal sites requirement of pre-approval prior to our shipping waste for disposal and our contract
terms with the customer that we dispose of the waste prior to invoicing. These delays usually take several months to complete.
As of December 31, 2007, unbilled receivables totaled $14,093,000, a decrease of $820,000 from the December 31, 2006,
balance of $14,913,000. Perma-Fix Northwest Richland, Inc. facility accounted for $1,712,000 of the unbilled as of December
31, 2007. Excluding the unbilled receivables of our Perma-Fix Northwest Richland, Inc. facility, the reduction of $2,532,000
of the unbilled receivable was the result of continued efforts to reduce this balance. The delays in processing invoices, as
mentioned above, usually take several months to complete but are normally considered collectible within twelve months.
However, as we now have historical data to review the timing of these delays, we realize that certain issues, including but not
limited to delays at our third party disposal site, can exacerbate collection of some of these receivables greater than twelve
months. Therefore, we have segregated the unbilled receivables between current and long term. The current portion of the
unbilled receivables as of December 31, 2007 is $10,321,000, a decrease of $1,992,000 from the balance of $12,313,000 as of
December 31, 2006. The long term portion as of December 31, 2007 is $3,772,000, an increase of $1,172,000 from the balance
of $2,600,000 as of December 31, 2006.
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As of December 31, 2007, total consolidated accounts payable was $5,010,000, an increase of $2,555,000 from the December
31,2006, balance of $2,455,000. Perma-Fix Northwest Richland, Inc. accounted for $1,110,000 of this increase. The remaining
increase of $1,445,000 is the result of our continued efforts to manage payment terms with our vendors to maximize our cash
position throughout all segments. Accounts payable can increase in conjunction with decreasesi n accrued expenses
depending on the timing of vendor invoices. We continue to manage payment terms with our vendors to maximize our cash
position throughout all segments.

Accrued Expenses as of December 31, 2007, totaled $9,207,000, an increase of $4,457,000 over the December 31, 2006,
balance of $4,750,000. Accrued expenses are made up of accrued compensation, interest payable, insurance payable, certain
tax accruals, and other miscellaneous accruals. Perma-Fix Northwest Richland, Inc. accounted for $362,000 of this balance.
The remainder of the increase is primarily due to reclass of interests payable of approximately $2,568,000 from long term to
current for two notes due to the IRS payable by December 31,2008, resulting from the acquisition of M&EC in 2001 (see
“Financing Activities in this Management’s Discussion and Analysis of Financial Condition and Results of Opeations”). The
remaining increase is due primarily to our insurance payable resulting from renewal of the Company’s general insurance
policies.

Disposal/transportation accrual as of December 31, 2007, totaled $6,677,000, an increase of $3,309,000 over the December 31,
2006 balance of $3,368,000. Perma-Fix Northwest Richland, Inc. accounted for $4,118,000 of the accrual. Excluding the
accrual of Perma-Fix Northwest Richland, Inc., the decrease of $809,000 was attributable to the Company’s continued efforts
to dispose of waste at the lowest possible cost. Disposal accrual can vary based on revenue mix as government waste generally
is disposed of by the generator and is not an expense to us. In 2007, we established a new disposal outlet at the Nevada Test
Site which eliminated our disposal expense for certain waste streams.

Our working capital position at December 31, 2007 was a negative $17,154,000, which includes the working capital of our
discontinued operations, as compared to our positive working capital position of $12,810,000 at December 31, 2006. Our
working capital in 2007 was negatively impacted by the reclassification of approximately $11,403,000 of debt owed to certain
of our lenders from long term to current. As of December 31, 2007, the fixed charge coverage ratio contained in our PNC loan
agreement fell below the minimum requirement. We obtained a waiver from our lender for this non-compliance as of December
31,2007. At this time however, we do not expect to be in compliance with the fixed charge coverage ratio as of the end of the
first and second quarters of 2008 and, as a result, we were required under generally accepted accounting principles to reclassify
the long term portion of this debt to current due to the likelihood of future default. Furthermore, we have a cross default
provision on our 8.625% promissory note with a separate bank and have reclassified the long term portion of that debt to
current as well. If we are unable to meet the fixed charge coverage ratio in the future, we believe that our lender will waive this
non-compliance or will revise this covenant so that we are in compliance; however, there is no assurance that we will be able
to secure a waiver or revision from our lender. If we fail to meet our fixed charge coverage ratio in the future and our lender
does not waive the non-compliance or revise our covenant so that we are in compliance, our lender could accelerate the
repayment of borrowings under our credit facility. In the event that our lender accelerates the payment of our borrowings, we
may not have sufficient liquidity to repay our debt under our credit facilities and other indebtedness. In addition to the waiver
that we have obtained from our lender for the non-compliance of our fixed charge coverage ratio as of December 31, 2007, our
lender has amended our present covenant to exclude certain allowable chargesin determining our minimum fixed charge
coverage ratio. This amendment may improve our ability to maintain compliance of the fixed charge coverage ratio in the
future. Our working capital for the year was also impacted by approximately $8,600,000 expended to acquire PENWR. The
working capital of PENWR was also impacted by the current portion of a short term loan of $2,000,000 which was set up for
the acquisition as a “bridge” until we restructure our credit facility. In addition, a large disposal accrual related to the legacy
waste acquired increased our current liabilities by approximately $3,300,000. We are required to dispose of this legacy waste
on or before August 31, 2008. Other reductions to our current assets or increases to our current liabilities which impacted our
working
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capital was the annual cash payment to the finite risk sinking fund of $1,000,000, our semi-annual payment to the IRS related
to our two notes at our M&EC facility of approximately $1,000,000 and the reclass of interests on the two notes from long
term to current of approximately $2,568,000. Our working capital position continues to experience the negative impact of
certain liabilities associated with discontinued operations.

Investing Activities

Our purchases of capital equipment for the year ended December 31, 2007 totaled approximately $3,988,000 of which
$2,982,000 and $1,006,000 was for our continuing and discontinued operations, respectively. Of the total capital spending,
$258,000 and $356,000 was financed for our continuing and discontinued operations, respectively, resulting in total net
purchases of $3,374,000 funded out of cash flow. These expenditures were for expansion and improvements to the operations
principally within the Nuclear and Industrial Segments. These capital expenditures were funded by the cash provided by
operations. We have budgeted capital expenditures of approximately $3,100,000 for fiscal year 2008 for our operating
segments to expand our operations into new markets, reduce the cost of waste processing and handling, expand the range of
wastes that can be accepted for treatment and processing, and to maintain permit compliance requirements. We expect to fund
these capital expenditures through our operations. Certain o f these budgeted projects are discretionary and may either be
delayed until later in the year or deferred altogether. We have traditionally incurred actual capital spending totals for a given
year less than the initial budget amount. The initiation and timing of projects are also determined by financing alternatives or
funds available for such capital projects. We anticipate funding these capital expenditures by a combination of lease financing
and internally generated funds.

In June 2003, we entered into a 25-year finite risk insurance policy, which provides financial assurance to the applicable states
for our permitted facilities in the event of unforeseen closure. Prior to obtaining or renewing operating permits we are required
to provide financial assurance that guarantees to the states that in the event of closure our permitted facilities will be closed in
accordance with the regulations. The policy provides a maximum $35 million of financial assurance coverage of which the
coverage amount totals $30,096,000 at December 31, 2007, and has available capacity to allow for annual inflation and other
performance and surety bond requirements. This finite risk insurance policy required an upfront payment of $4.0 million, of
which $2,766,000 represented the full premium for the 25-year term of the policy, and the remaining $1,234,000, was
deposited in a sinking fund account representing a restricted cash account. In February 2007, we paid our fourth of nine
required annual installments o f $1,004,000, of which $991,000 was deposited in the sinking fund account, the remaining
$13,000 represents a terrorism premium. As of December 31, 2007, we have recorded $5,772,000 in our sinking fund on the
balance sheet, which includes interest earned of $575,000 on the sinking fund as of December 31,2007. We recorded
$264,000 of interest income during 2007 on the sinking fund for 2007. On the fourth and subsequent anniversaries of the
contract inception, we may elect to terminate this contract. If we so elect, the Insurer will pay us an amount equal to 100% of
the sinking fund account balance in return for complete releases of liability from both us and any applicable regulatory agency
using this policy as an instrument to comply with financial assurance requirements.

In August 2007, we entered into a second finite risk insurance policy for our Perma-Fix Northwest Richland, Inc. facility,
which was acquired on June 13, 2007. The policy provides an initial $7.8 million of financial assurance coverage with annual
growth rate of 1.5%, which at the end of the four year term policy, will provide maximum coverage of $8.2 million. The policy
will renew automatically on an annual basis at the end of the four year term and will not be subject to any renewal fees. The
policy requires total payment of $4.4 million, consisting of an annual payment of $1.4 million, and two annual payments of
$1.5 million, starting July 31, 2007. In July 2007, we paid the first of our three annual payments of $1.4 million, of which $1.1
million represented premium on the policy and the remaining $258,000 was deposited into a sinking fund account. Each of
the two remaining $1.5 million payments will consist of $176,000 in premium with the remaining $1.3 million to be deposited
into a sinking fund. As of December 31,2007, we
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have recorded $262,000 in our sinking fund on the balance sheet, which includes interest earned of $4,000 on the sinking
fund for the year ended December 31, 2007.

On June 13, 2007, the Company completed its acquisition of Nuvotec and its wholly owned subsidiary, Pacific Ecosolutions,
Inc (PEcoS), pursuant to the terms of the Merger Agreement, between Perma-Fix, Perma-Fix’s wholly owned subsidiary,
Transitory, Nuvotec, and PEcoS, dated April 27, 2007, which was subsequently amended on June 13, 2007. The Company
acquired 100% of the voting shares of Nuvotec. The acquisition was structured as a reverse subsidiary merger, with Transitory
being merged into Nuvotec, and Nuvotec being the surviving corporation. As a result of the merger, Nuvotec became a wholly
owned subsidiary of Perma-Fix Environmental Services Inc. (PESI). Nuvotec’s name was changed to Perma-Fix Northwest, Inc.
(“PFNW”). PEcoS, whose name was changed to Perma-Fix Northwest Richland, Inc. (“PFNWR”) on August 2, 2007, is a
wholly-owned subsidiary of PENW. PEcoS is a permitted hazardous, low level radioactive and mixed waste treatment, storage
and disposal facility located in the Hanford U.S. Department of Energy site in the eastern part of the state of Washington. The
strategic addition of Nuvotec and its wholly owned subsidiary, PEcoS provides the Company with immediate access to treat
some of the most complex nuclear waste streams in the nation and should provide significant growth opportunity i n the
coming years.

Under the terms of the Merger Agreement, the purchase price paid by the Company in connection with the acquisition was
$17.3 million, consisting of as follows:

(@) $2.3 million in cash at closing of the merger, with $1.5 million payable to unaccredited shareholders and $0.8 million
payable to shareholders o f Nuvotec that qualified as accredited investors pursuant to Rule 501 of Regulation D
promulgated under the Securities Act of 1933, as amended (the “Act”).

(b) Also payable only to the shareholders of Nuvotec that qualified as accredited investors:

o $2.5 million, payable over a four year period, unsecured and nonnegotiable and bearing an annual rate of
interest of 8.25%, with (i) accrued interest only payable on June 30, 2008, (ii) $833,333.33, plus accrued and
unpaid interest, payable on June 30, 2009, (iii) $833,333.33, plus accrued and unpaid interest, payable on
June 30,2010, and (iv) the remaining unpaid principal balance, plus accrued and unpaid interest, payable on
June 30,2011 (collectively, the “Installment Payments”). The Installment Payments may be prepaid at any
time by Perma-Fix without penalty; and

. 709,207 shares of Perma-Fix common stock, which were issued on July 23,2007, with such number of shares
determined by dividing $2.0 million by 95% of average of the closing price of the common stock as quoted
on the NASDAQ during the 20 trading days period ending five business days priorto the closing of the
merger. The value of these shares on June 13, 2007 was $2.2 million, which was determined by the average
closing price of the common stock as quoted on the NASDAQ four days prior to and following the
completion date of the acquisition, which was June 13, 2007.

() The assumption of $9.4 million of debt, $8.9 million of which was payable to KeyBank National Association which
represents debt owed by PENW under a credit facility. As part of the closing, the Company paid down $5.4 million of
this debt resulting in debt remaining of $4.0 million.

(d) Transaction costs totaling $0.9 million.

In addition to the above, an agreement to a contingency of an earn-out amount not to exceed $4.4 million over a four year
period (“Earn-Out Amount”). The earn-out amounts will be earned if certain annual revenue targets are met by the Company’s
Nuclear Segment. The first $1.0 million of the earn-out amount, when earned, will be placed in an escrow account to satisfy
certain indemnification obligations under the

43




Merger Agreement of Nuvotec, PEcoS, and the shareholders of Nuvotec to Perma-Fix that are identified by Perma-Fix within
the escrow period as provided in the Merger Agreement. The earn-out amount, if and when paid, will increase goodwill. As of
December 31, 2007 the Company has not made or accrued any earn-out payments to Nuvotec shareholders because such
revenue targets have not been met.

On July 28, 2006, our Board of Directors has authorized a common stock repurchase program to purchase up to $2,000,000 of
our Common Stock, through open market and privately negotiated transactions, with the timing, the amount of repurchase
transactions and the prices paid under the program as deemed appropriate b y management and dependent on market
conditions and corporate and regulatory considerations. We plan to fund any repurchases under this program through our
internal cash flow and/or borrowing under our line of credit. As of the date of this report, we have not repurchased any of our
Common Stock under the program as we continue to evaluate this repurchase program within our internal cash flow and/or
borrowings under our line of credit.

Financing Activities

We entered into a Revolving Credit, Term Loan and Security Agreement (“Agreement”) with PNC Bank, National Association,
a national banking association (“PNC”) acting as agent (“Agent”) for lenders, and as issuing bank. The Agreement provided
for a term loan (“Term Loan”) in the amount of $7,000,000, which requires principal repayments based upon a seven-year
amortization, payable over five years, with monthly installments of $83,000 and the remaining unpaid principal balance due
on November 27, 2008. The Agreement also provided for a revolving line of credit (“Revolving Credit”) with a maximum
principal amount outstanding at any one time of $18,000,000. The Revolving Credit advances are subject to limitations of an
amount up to the sum of (a) up to 85% of Commercial Receivables aged 90 days or less from invoice date, (b) up to 85% of
Commercial Broker Receivables aged up to 120 days from invoice date, (c) up to 85% of acceptable Government Agency
Receivables aged up to 150 days from invoice date, and (d) up to 50% of acceptable unbilled amounts aged up to 60 days, less
(e) reserves the Agent reasonably deems proper and necessary. As of December 31,2007, the excess availability under our
revolving credit was $5,700,000 based on our eligible receivables.

On March 26, 2008, we entered into an amendment with PNC, which extended the due date of the $25 million credit facility
from November 27, 2008 to September 30, 2009. Pursuant to the amendment, we may terminate the agreement upon 60 days’
prior written notice upon payment in full of the obligation. The amendment also waived the Company’s violation of the fixed
charge coverage ratio as of December 31,2007, as discussed below. In addition, the amendment changed our present covenant
to exclude certain allowable charges in determining our minimum fixed charge coverage ratio. As a condition to this
amendment, we have agreed to pay PNC a fee of $25,000.

Our credit facility with PNC contains financial covenants. A breach of any of these covenants, unless waived by PNC, could
result in a default under our credit facility triggering our lender to immediately require the repayment of all outstanding debt
under our credit facility and terminate all commitments to extend further credit. In the past, none of our covenants have been
restrictive to our operations; however, in 2007, our fixed charge coverage ratio fell below the minimum requirement pursuant
to the covenant. We have obtained a waiver from our lender for this non-compliance as of December 31, 2007. At this time
however, we do not expect to be in compliance with the fixed charge coverage ratio as of the end of the first and second
quarters of 2008 and as a result, we were required under generally accepted accounting principles to reclassify the long term
portion of debt to current. Furthermore, we have a cross default provision on our 8.625% KeyBank National Association
promissory note and have reclassified the long term portion of that debt to current as well. If we are unable to meet the fixed
charge coverage ratio in the future, we believe that our lender will waive this non-compliance or will revise this covenant so
that we are in compliance; however, there is no assurance that we will be able to secure a waiver or revision from our lender. If
we fail to meet our fixed charge coverage ratio in the future and our lender does not waive the non-compliance or revise this
covenant so that we are in compliance, our lender could accelerate the repayment of borrowings under our credit facility. In the
event that our lender accelerates the payment of

44




our borrowing, we may not have sufficient liquidity to repay our debt under our credit facility and other indebtedness. In
addition to the waiver that we have obtained from our lender for our non-compliance of our fixed charge coverage ratio as of
December 31, 2007, our lender has amended our present covenant to exclude certain allowable charges in determining our
minimum fixed charge coverage ratio. This amendment may improve our ability to maintain compliance of the fixed charge
coverage ratio in the future.

In conjunction with our acquisition of M&EC, M&EC issued a promissory note for a principal amount of $3.7 million to
Performance Development Corporation (“PDC”), dated June 25, 2001, for monies advanced to M&EC for certain services
performed by PDC. The promissory note is payable over eight years on a semiannual basis on June 30 and December 31. The
note is due on December 31,2008, with principal repayment of $400,000 to be made in June 2008 and the remaining
$235,000 to be made by December 31, 2008. Interest is accrued at the applicable law rate (“Applicable Rate”) pursuant to the
provisions of section 6621 of the Internal Revenue Code of 1986 as amended (10% on December 31, 2007) and payable in one
lump sum at the end of the loan period. On December 31,2007, the outstanding balance was $2,704,000 including accrued
interest of approximately $2,069,000. PDC has directed M&EC to make all payments under the promissory note directly to the
IRS to be applied to PDC's obligations under its installment agreement with the IRS.

Additionally, M&EC entered into an installment agreement with the Internal Revenue Service (“IRS”) for a principal amount
of $923,000 effective June 25, 2001, for certain withholding taxes owed by M&EC. The installment agreement is payable over
eight years on a semiannual basis on June 30 and December 31. The agreement is due on December 31, 2008, with principal
repayments of approximately $100,000 to be made in June 2008 and the remaining $53,000 to be made by December 31,
2008. Interest is accrued at the Applicable Rate, and is adjusted on a quarterly basis and payable in lump sum at the end of the
installment period. On December 31,2007, the rate was 10%. On December 31, 2007, the outstanding balance was $652,000
including accrued interest of approximately $499,000.

In conjunction with our acquisition of Nuvotec (n/k/a Perma-Fix of Northwest, Inc.) and PEcoS (n/k/a Perma-Fix of Northwest
Richland, Inc.), (collectively called “PFNWR”) which was completed on June 13, 2007, we entered into a promissory note for a
principal amount of $4.0 million to KeyBank National Association, dated June 13, 2007, which represents debt assumed by us
as result of the acquisition. The promissory note is payable over a two years period with monthly principal repayment of
$160,000 starting July 2007 and $173,000 starting July 2008, along with accrued interest. Interest is accrued at prime rate plus
1.125%. On December 31, 2007, the outstanding principal balance was $3,039,000 and has been classified as current due to
this note’s cross default provisions addressed above.

Additionally, in conjunction with our acquisition of PENWR, we agreed to pay shareholders o f Nuvotec that qualified as
accredited investors pursuant to Rule 501 of Regulation D promulgated under the Securities Act of 1933, $2.5 million, with
principal payable in equal installment of $833,333 on June 30, 2009, June 30,2010, and June 30, 2011. Interest is accrued on
outstanding principal balance at 8.25% starting in June 2007 and is payable on June 30, 2008, June 30, 2009, June 30, 2010,
and June 30,2011. As of December 31, 2007, we had accrued interest of approximately $110,000.
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During 2007, we issued 234,927 shares of our Common Stock upon exercise of 237,225 employee stock options, at exercise
prices from $1.25 to $2.19 per share. An optionee surrendered 2,298 shares of personally held Common Stock of the Company
as payment for the exercise of the 4,000 options. We also issued 563,633 shares of our Common Stock upon exercise of
1,281,731 Warrants on a cashless basis by two investors, pursuant to the Note and Warrant Purchase Agreements issued by the
Company on July 31, 2001, resulting in surrender of the remaining 718,098 Warrants. Total proceeds received during 2007
related to warrant and option exercises totaled approximately $472,000, which includes $418,000 from employee stock option
exercises and $54,000 from repayment of stock subscription resulting from exercise of warrants to purchase 60,000 shares of
our Common Stock on a loan by the Company at an arms length basis in 2006.

In summary, the acquisition of PENWR and the reclassification of debts due to certain of our lenders resulting from the non-
compliance of our fixed charge coverage ratio, pursuant to our loan agreement with PNC have heavily impacted our liquidity.
We continue to draw funds from our revolver to make the payments on debt that we assumed as result of the acquisition. Cash
(net of collateralized portion held by our credit facility) received from the sale of PFMD and PFD in the first quarter of 2008
was used to reduce our term note, with the remaining cash used to reduce our revolver. Cash to be received subject from the
sale of any remaining facilities/operations within our Industrial Segment (net of the collateralized portion held by our credit
facility) will be used to reduce our term note, with any remaining cash used to reduce our revolver. We continue to take steps
to improve our operations and liquidity and to invest working capital into our facilities to fund capital additions in the
Nuclear Segment. As a result of the Company’s uncertainty in its ability to comply with its fixed charge coverage ratio in the
first and second quarters of 2008 under our loan agreement, there is substantial doubt as to the Company’s ability to continue
as a going concern. Though there can be no assurances, we anticipate that we will be able to address these doubts by revising
the covenant thresholds with our lender to ensure that we will stay compliant with our covenants in the future.

Contractual Obligations
The following table summarizes our contractual obligations at December 31, 2007, and the effect such obligations are
expected to have on our liquidity and cash flow in future periods, (in thousands):

Payments due by period

2009- 2012- After

Contractual Obligations Total 2008 2011 2013 2013
Long-term debt $ 18,016 $ 15292 $ 2,714 $ 10 $ —
Interest on long-term debt (1) 3,195 2,782 413 — —
Interest on variable rate debt (%) 595 422 173 — —
Operating leases 2,245 677 1,418 150 —
Finite risk policy ) 10,814 5,278 4,532 1,004 —
Pension withdrawal liability ) 1,287 158 574 483 72
Environmental contingencies ®) 1,741 911 608 222 —
Purchase obligations (6) — — — — —
Total contractual obligations $ 37,893 $ 25,520 $ 10,432 $ 1,869 $ 72

(1) Our IRS Note and PDC Note agreements call for interest to be paid at the end of the term, December 2008. In conjunction
with our acquisition of PENWR, which was completed on June 13, 2007, we agreed to pay shareholders of Nuvotec that
qualified as accredited investors pursuant to Rule 501 of Regulation D promulgated under the Securities Act of 1933, $2.5
million, with principal payable in equal installment of $833,333 on June 30, 2009, June 30, 2010, and June 30, 2011.
Interest is accrued
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on outstanding principal balance at 8.25% starting in June 2007 and is payable on June 30, 2008, June 30, 2009, June 30,
2010, and June 30,2011.

(2) We have variable interest rates on our Term Loan and Revolving Credit of 1% and 1/2% over the prime rate of interest,
respectively, and as such we have made certain assumptions in estimating future interest payments on this variable interest
rate debt. We assume an increase in prime rate of 0.25% in each of the years 2008 through 2009. Pursuant to the terms of
our credit facility, proceeds from the sale of our Industrial Segment facilities must be used to pay down our term note first,
with the remaining to pay down our revolver. As such, we anticipate a full repayment of our Term Loan by June 2008. In
addition, we anticipate a full repayment of our Revolver by September 30, 2009. As result of the acquisition of our new
Perma-Fix Northwest facility on June 13,2007, we have entered into a promissory note for a principal amount $4.0
million to KeyBank National Association which has variable interest rate of 1.125% over the prime rate, and as such, we
also have assumed an increase in prime rate of 0.25% through July 2009, when the note is due.

(3) Our finite risk insurance policy provides financial assurance guarantees to the states in the event of unforeseen closure of
our permitted facilities. See Liquidity and Capital Resources — Investing activities earlier in this Management’s
Discussion and Analysis for further discussion on our finite risk policy.

(4) The pension withdrawal liability is the estimated liability to us upon termination of our union employees at our
discontinued operation, PFMI. See Discontinued Operations earlier in this section for discussion on our discontinued
operation.

(5) The environmental contingencies and related assumptions are discussed furtherin the Environmental Contingencies
section of this Management’s Discussion and Analysis, and are based on estimated cash flow spending for these liabilities.
The environmental contingencies noted are for Perma-Fix of Michigan, Inc., Perma-Fix of Memphis, Inc., and Perma-Fix of
Dayton, Inc., which are the financial obligations of the Company. The environmental liability of PFD was retained by the
Company upon the sale of PFD in March 2008.

(6) We are not a party to any significant long-term service or supply contracts with respect to our processes. We refrain from
entering into any long-term purchase commitments in the ordinary course of business.

Critical Accounting Estimates

In preparing the consolidated financial statements in conformity with generally accepted accounting principles in the United
States of America, management makes estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date o fthe financial statements, as well as, the reported amounts of
revenues and expenses during the reporting period. We believe the following critical accounting policies affect the more
significant estimates used in preparation of the consolidated financial statements:

Revenue Recognition Estimates. We utilize a percentage of completion methodology for purposes of revenue recognition in
our Nuclear Segment. As we accept more complex waste streams in this segment, the treatment of those waste streams becomes
more complicated and time consuming. We have continued to enhance our waste tracking capabilities and systems, which has
enabled us to better match the revenue earned to the processing phases achieved. The major processing phases are receipt,
treatment/processing and shipment/final disposition. Upon receiving mixed waste we recognize a certain percentage
(generally 33%) of revenue as we incur costs for transportation, analytical and labor associated with the receipt of mixed
wastes. As the waste is processed, shipped and disposed of we recognize the remaining 67% revenue and the associated costs
of transportation and burial. The waste streams in our Industrial Segment are much less complicated, and services are rendered
shortly after receipt, as such we do not use percentage of
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completion estimates in our Industrial segment. We review and evaluate our revenue recognition estimates and policies on a
quarterly basis.

Allowance for Doubtful Accounts. The carrying amount of accounts receivable is reduced by an allowance for doubtful
accounts, which is a valuation allowance that reflects management's best estimate of the amounts that are uncollectible. We
regularly review all accounts receivable balances that exceed 60 days from the invoice date and based on an assessment of
current credit worthiness, estimate the portion, if any, of the balances that are uncollectible. Specific accounts that are deemed
to be uncollectible are reserved at 100% of their outstanding balance. The remaining balances aged over 60 days have a
percentage applied by aging category (5% for balances 61-90 days, 20% for balances 91-120 days and 40% for balances over
120 days aged), based on a historical valuation, that allows us to calculate the total reserve required. This allowance was
approximately 0.3% of revenue for 2007 and 1.0%, of accounts receivable as of December 31, 2007. Additionally, this
allowance was approximately 0.3% of revenue for 2006 and 1.7% of accounts receivable as of December 31, 2006.

Intangible Assets. Intangible assets relating to acquired businesses consist primarily of the cost of purchased businesses in
excess of the estimated fair value of net identifiable assets acquired (“goodwill”) and the recognized permit value of the
business. We continually reevaluate the propriety of the carrying amount of permits and goodwill to determine whether current
events and circumstances warrant adjustments to the carrying value. We test goodwill and permits, separately, for impairment,
annually as of October 1. Our annual impairment test as of October 1, 2007 and 2006 resulted in no impairment of goodwill
and permits. The methodology utilized in performing this test estimates the fair value of our operating segments using a
discounted cash flow valuation approach. This approach is dependent on estimates for future sales, operating income, working
capital changes, and capital expenditures, as well as, expected growth rates for cash flows and long-term interest rates, all of
which are impacted by economic conditions related to our industry as well as conditions in the U.S. capital markets.

As result of classifying our Industrial Segment as discontinued operations in 2007, we performed internal financial valuations
on the intangible assets of the Industrial Segment as a whole based on the LOIs and offers received to test for impairment as
required by SFAS 142. We concluded that no intangible impairments existed as of December 31, 2007.

Property and Equipment

Property and equipment expenditures are capitalized and depreciated using the straight-line method over the estimated useful
lives of the assets for financial statement purposes, while accelerated depreciation methods are principally used for income tax
purposes. Generally, annual depreciation rates range from ten to forty years for buildings (including improvements and asset
retirement costs) and three to seven years for office furniture and equipment, vehicles, and decontamination and processing
equipment. Leasehold improvements are capitalized and amortized over the lesser of the term of the lease or the life of the
asset. Maintenance and repairs are charged directly to expense as incurred. The cost and accumulated depreciation of assets
sold or retired are removed from the respective accounts, and any gain or loss from sale or retirement is recognized in the
accompanying consolidated statements of operations.

In accordance with Statement 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, long-lived assets, such
as property, plant and equipment, and purchased intangible assets subject to amortization, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated
future cash flows, an impairment charge is recognized in the amount by which the carrying amount of the asset exceeds the fair
value of the asset. Assets to be disposed of would be separately presented in the balance sheet and reported at the lower of the
carrying amount or fair value less costs to sell, and are no longer depreciated. The assets and liabilities of a disposal group
classified as held for sale would be presented separately in the
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appropriate asset and liability sections of the balance sheet. As result of the approved divestiture of our Industrial Segment by
our Board of Directors and the subsequent letters of intent entered and prospective interests received, we performed updated
financial valuations on the tangibles on the Industrial Segment to test for impairment as required by Statement of Financial
Accounting Standards 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”. Our analysis included the
comparison of the offered sale price less cost to sell to the carrying value of the investment under each LOI separately in the
Industrial Segment. Based on our analysis, we concluded that the carrying value of the tangible assets for Perma-Fix Dayton,
Inc., Perma-Fix of Treatment Services, Inc., Perma-Fix of Orlando, Inc., and Perma-Fix of South Georgia, Inc. facilities exceeded
its fair value, less cost to sell. Consequently, we recorded $2,727,000, $1,804,000, $507,000 and $1,329,000, respectively, in
tangible asset impairment loss for each of the facilities, which are included in “loss from discontinued operations, net of taxes”
on our Consolidated Statements of Operations for the year ended December 31, 2007.

Accrued Closure Costs. Accrued closure costs represent a contingent environmental liability to clean up a facility in the event
we cease operations in an existing facility. The accrued closure costs are estimates based on guidelines developed by federal
and/or state regulatory authorities under Resource Conservation and Recovery Act (“RCRA”). Such costs are evaluated
annually and adjusted for inflationary factors and for approved changes or expansions to the facilities. Increases due to
inflationary factors for 2007 and 2006, have been approximately 2.9%, and 2.77%, respectively, and based on the historical
information, we do not expect future inflationary changes to differ materially from the last three years. Increases or decreases in
accrued closure costs resulting from changes or expansions at the facilities are determined based on specific RCRA guidelines
applied to the requested change. This calculation includes certain estimates, such as disposal pricing, external labor, analytical
costs and processing costs, which are based on current market conditions. However, except for the Michigan and Pittsburgh
facilities, we have no current intention to close any of our facilities.

Accrued Environmental Liabilities. We have five remediation projects currently in progress within our discontinued
operations. The current and long-term accrual amounts for the projects are our best estimates based on proposed or approved
processes for clean-up. It is contemplated that the remediation project at PESG will be assumed by the buyer of the facility if
the proposed sale of the facility is completed. The circumstances that could affect the outcome range from new technologies
that are being developed every day to reduce our overall costs, to increased contamination levels that could arise as we
complete remediation which could increase our costs, neither of which we anticipate at this time. In addition, significant
changes in regulations could adversely or favorably affect our costs to remediate existing sites or potential future sites, which
cannot be reasonably quantified. Our environmental liabilities also include $391,000 in accrued long-term environmental
liability for our Maryland facility acquired in March 2004. As previously discussed, we sold substantially all of the assets of
the Maryland facility during the first part of 2008. In connection with this sale, the buyer agreed to assume all obligations and
liabilities for environmental conditions at the Maryland facility except for fines, assessments, or judgments to governmental
authorities prior to the closing of the transaction or third party tort claims existing prior to the closing of the sale.

Disposal/Transportation Costs. We accrue for waste disposal based upon a physical count of the total waste at each facility at
the end of each accounting period. Current market prices for transportation and disposal costs are applied to the end of period
waste inventories to calculate the disposal accrual. Costs are calculated using current costs for disposal, but economic trends
could materially affect our actual costs for disposal. As there are limited disposal sites available to us, a change in the number
of available sites or an increase or decrease in demand for the existing disposal areas could significantly affect the actual
disposal costs either positively or negatively.

Share-Based Compensation. On January 1, 2006, we adopted Financial Accounting Standards Board (“FASB”) Statement
No. 123 (revised) (“SFAS 123R”), Share-Based Payment, a revision of FASB Statement No. 123, Accounting for Stock-Based
Compensation, superseding APB Opinion No. 25,
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Accounting for Stock Issued to Employees, and its related implementation guidance. This Statement establishes accounting
standards for entity exchanges of equity instruments for goods or services. It also addresses transactions in which an entity
incurs liabilities in exchange for goods or services that are based on the fair value of the entity’s equity instruments or that
may be settled by the issuance of those equity instruments. SFAS 123R requires all share-based payments to employees,
including grants of employee stock options, to be recognized in the income statement based on their fair values. Pro forma
disclosure is no longer an alternative upon adopting SFAS 123R. We adopted SFAS 123R utilizing the modified prospective
method in which compensation cost is recognized beginning with the effective date based on SFAS 123R requirements for all
(a) share-based payments granted after the effective date and (b) awards granted to employees prior to the effective date of
SFAS 123R that remain unvested on the effective date. In accordance with the modified prospective method, the consolidated
financial statements for prior periods have not been restated to reflect, and do not include, the impact of SFAS 123R.

Prior to our adoption of SFAS 123R, on July 28, 2005, the Compensation and Stock Option Committee of the Board of
Directors approved the acceleration of vesting for all the outstanding and unvested options to purchase Common Stock
awarded to employees as of the approval date. The Board of Directors approved the accelerated vesting of these options based
on the belief that it was in the best interest of our stockholders to reduce future compensation expense that would otherwise be
required in the statement of operations upon adoption of SFAS 123R, effective beginning January 1, 2006. The accelerated
vesting triggered the re-measurement of compensation cost under current accounting standards.

Pursuant to the adoption of SFAS 123R, we recorded stock-based compensation expense for the director stock options granted
prior to, but not yet vested, as of January 1, 2006, using the fair value method required under SFAS 123R. For the employee
stock option grants on March 2, 2006 and May 15, 2006, and the director stock option grant on July 27, 2006 and August 2,
2007, we have estimated compensation expense based on the fair value at grant date using the Black-Scholes valuation model
and have recognized compensation expense using a straight-line amortization method over the vesting period. As SFAS 123R
requires that stock-based compensation expense be based on options that are ultimately expected to vest, stock-based
compensation for the March 2, 2006 grant has been reduced for estimated forfeitures at a rate of 8.5% for the second year of
vesting. We estimated forfeiture rate of 5.7% for the first year of vesting on the March 2, 2006 grant, however, our actual rate of
forfeiture was approximately 1.7%, resulting in employee option expense of approximately $30,000. We estimated 0%
forfeiture rate for our March 15,2006 employee option grant and director stock option grants of July 27, 2006 and August 2,
2007. When estimating forfeitures, we considered trends of actual option forfeitures.

We calculated a fair value of $0.868 for each March 2, 2006 option grant on the date of grant using the Black-Scholes option
pricing model with the following assumptions: no dividend yield; an expected life of four years; expected volatility of 54.0%;
and a risk free interest rate of 4.70%. We calculated a fair value of $0.877 for the May 15, 2006 option grant on the date of
grant with the following assumptions: no dividend yield; an expected life of four years; an expected volatility of 54.6%; and a
risk-free interest rate of 5.03%. No employee options were granted 2005. We calculated a fair value of $1.742 for each July 27,
2006 director option grant on the date of the grant with the following assumptions: no dividend yield; an expected life of ten
years; an expected volatility of 73.31%; and a risk free interest rate of 4.98%. For the director option grant of August 2, 2007,
we calculated a fair value of $2.30 foreach option grant with the following assumptions using the Black-Scholes option
pricing model: no dividend yield; an expected life of ten years; an expected volatility of 67.60%; and a risk free interest rate
of4.77%.

Our computation of expected volatility is based on historical volatility from our traded common stock. Due to our change in
the contractual term and vesting period, we utilized the simplified method, defined in the Securities and Exchange
Commission’s Staff Accounting Bulletin No. 107, to calculate the expected term for our 2006 grants. The interest rate for
periods within the contractual life of the award is based on the U.S. Treasury yield curve in effect at the time of grant.
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FIN 48

In July 2006, the FASB issued FIN 48, Accounting for Uncertainty in Income Taxes, which attempts to set out a consistent
framework for preparers to use to determine the appropriate level of tax reserve to maintain for uncertain tax positions. This
interpretation of FASB Statement No. 109 uses a two-step approach wherein a tax benefit is recognized if a position is more-
likely-than-not to be sustained. The amount of the benefit is then measured to be the highest tax benefit which is greater than
50% likely to be realized. FIN 48 also sets out disclosure requirements to enhance transparency of an entity’s tax reserves. The
Company adopted this Interpretation as of January 1, 2007. The adoption of FIN 48 did not have a material impact on our
financial statements.

Known Trends and Uncertainties

Seasonality. Historically, we have experienced reduced activities and related billable hours throughout the November and
December holiday periods within our Engineering Segment. The DOE and DOD represent major customers for the Nuclear
Segment. I n conjunction with the federal government’s September 30 fiscal year-end, the Nuclear Segment historically
experienced seasonably large shipments during the third quarter, leading up to this government fiscal year-end, as a result of
incentives and other quota requirements. Correspondingly for a period of approximately three months following September
30, the Nuclear Segment is generally seasonably slow, as the government budgets are still being finalized, planning for the
new year is occurring and we enter the holiday season. Since 2005, due to our efforts to work with the various government
customers to smooth these shipments more evenly throughout the year, we have seen smaller fluctuation in the quarters. In
2007, the US Congress did not pass the fiscal year 2007 budget which resulted in no increase of funding to DOE from the
previous years 2006 budget allocation. This resulted in a decrease of the start up of new projects; however, we continued to see
shipments at expected levels as compared to 2006. The 2008 budget was signed by the President in December 2007 which
provides funding for the start of new projects in 2008. We do not anticipate big fluctuations within 2008 even with the passing
of the 2008 budget; however, we cannot provide assurance this will be the case. In addition, our revenue recognition policy
further reduces this impact on our revenue. See “Revenue Recognition Estimates” in this “Management Discussion and
Analysis of Financial Condition and Results of Operations”.

Economic Conditions. With much of our Nuclear Segment customer base being government or prime contractors treating
government waste, economic upturns or downturns do not usually have a significant impact on the demand for our services.
Our Engineering Segment relies more on commercial customers though this segment makes up a very small percentage of our
revenue.

Significant Customers. Ourrevenues are principally derived from numerous and varied customers. However, w e have a
significant relationship with the federal government, and have continued to enter into contracts with (directly or indirectly as a
subcontractor) the federal government. The contracts that we are a party to with the federal government or with others as a
subcontractor to the federal government generally provide that the government may terminate on 30 days notice or renegotiate
the contracts, at the government's election. Our inability to continue under existing contracts that we have with the federal
government (directly orindirectly as a subcontractor) could have a material adverse effect on our operations and financial
condition.

We performed services relating to waste generated by the federal government, either directly or indirectly as a subcontractor
(including LATA/Parallax, Bechtel Jacobs, and Fluor Hanford as discussed below) to the federal government, representing
approximately $30,000,000 (includes approximately $5,568,000 from PENWR facility) or 55.5% of our total revenue from
continuing operations during 2007, as compared to $33,226,000 or 63.0% of our total revenue from continuing operations
during 2006, and $29,555,000 or 59.0% of our total revenue from continuing operations during 2005.

Included in the amounts discussed above, are revenues from LATA/Parallax Portsmouth L L C (“LATA/Parallax”).
LATA/Parallax is a manager for environmental programs for various agencies of the

51




federal government. Our revenues from LATA/Parallax, as a subcontractor to perform remediation services at certain federal
sites, contributed $8,784,000 or 16.2% and $10,341,000 or 19.6% of our revenues from continuing operations for 2007 and
2006, respectively. Our contract with LATA/Parallax is expected to be completed in September 2008. As with most contracts
relating to the federal government, LATA/Parallax can terminate the contract with us at any time for convenience, which could
have a material adverse effect on our operations.

Our Nuclear Segment has had a significant relationship with Bechtel Jacobs Company, LLC. (“Bechtel Jacobs”). Bechtel
Jacobs is the government-appointed manager of the environmental program for Oak Ridge, Tennessee to perform certain
treatment and disposal services relating to Oak Ridge, and our Nuclear Segment has been awarded three subcontracts by
Bechtel Jacobs to perform certain environmental services at DOE’s Oak Ridge, Tennessee sites. Two of our Oak Ridge
contracts have been amended for pricing modifications in 2007 and have been extended through September 2009. Our
revenues from Bechtel Jacobs have continued to decrease as the DOE site in Oak Ridge continues to complete certain of its
clean-up milestones and moves toward completing its closure efforts. As with most such blanket processing agreements, the
Oak Ridge contracts contain no minimum or maximum processing guarantees, and may be terminated at any time pursuant to
federal contracting terms and conditions. The Nuclear Segment continues to pursue other similar or related services for
environmental programs at other DOE and government sites. Consolidated revenues from Bechtel Jacobs for2007 total
$1,812,000 or 3.3% of total revenues from continuing operations, as compared to $6,705,000 or 12.6% for the year ended
December 31, 2006 and $14,940,000 or 29.8% for the year ended December 31, 2005.

Our Nuclear Segment has provided treatment of mixed low-level waste, as a subcontractor, for Fluor Hanford since 2004.
However, with the acquisition of our PENWR facility, we now have a significant relationship with Fluor Hanford, a prime
contractor to the DOE since 1996. Fluor Hanford manages several major activities at the DOE’s Hanford Site, including
dismantling former nuclear processing facilities, monitoring and cleaning up the site’s contaminated groundwater, and
retrieving and processing transuranic waste for off-site shipment. The Hanford site is one of DOE’s largest nuclear weapon
environmental remediation projects. Our PENWR facility is located adjacent to the Hanford site and provides treatment of low
level radioactive and mixed wastes. We currently have three contracts with Fluor Hanford at our PFNWR facility, with the
initial contract dating back to 2003. These three contracts have since been extended to September 2008. As the DOE is
currently in the process of re-bidding its contracts with current prime contractors, our future revenue beyond September 2008
from Fluor Hanford is uncertain at this time. Revenues from Fluor Hanford totaled $6,985,000 (approximately $3,100,000 from
PFNWR) or 12.9%, $1,229,000 or2.3%, and $1,732,000 or 3.5% of consolidated revenue for the year ended December 31,
2007, 2006, and 2005, respectively. As with most contracts relating to the federal government, Fluor Hanford can terminate the
contracts with us at any time for convenience, which could have a material adverse effect on our operations.

Insurance. We maintain insurance coverage similar to, or greater than, the coverage maintained by other companies of the
same size and industry, which complies with the requirements under applicable environmental laws. We evaluate our
insurance policies annually to determine adequacy, cost effectiveness and desired deductible levels. Due to the downturn in
the economy and changes within the environmental insurance market, we have no guarantee that we will be able to obtain
similar insurance in future years, or that the cost of such insurance will not increase materially.

Environmental Contingencies

We are engaged in the waste management services segment of the pollution control industry. As a participant in the on-site
treatment, storage and disposal market and the off-site treatment and services market, we are subject to rigorous federal, state
and local regulations. These regulations mandate strict compliance and therefore are a cost and concern to us. Because of their
integral role in providing quality environmental services, we make every reasonable attempt to maintain complete compliance
with these
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regulations; however, even with a diligent commitment, we, along with many of our competitors, may be required to pay fines
for violations or investigate and potentially remediate our waste management facilities.

We routinely use third party disposal companies, who ultimately destroy or secure landfill residual materials generated at our
facilities or at a client's site. We, compared to certain of our competitors, dispose of significantly less hazardous or industrial
by-products from our operations due to rendering material non-hazardous, discharging treated wastewaters to publicly-owned
treatment works and/or processing wastes into saleable products. In the past, numerous third party disposal sites have
improperly managed wastes and consequently require remedial action; consequently, any party utilizing these sites may be
liable for some or all of the remedial costs. Despite our aggressive compliance and auditing procedures for disposal of wastes,
we could further be notified, in the future, that we are a PRP at a remedial action site, which could have a material adverse
effect.

We have budgeted for 2008, $1,168,000 in environmental remediation expenditures to comply with federal, state and local
regulations in connection with remediation of certain contaminates at our facilities. As previously discussed under “Business
— Capital Spending, Certain Environmental Expenditures and Potential Environmental Liabilities,” our facilities where the
remediation expenditures will be made are the Leased Property in Dayton, Ohio (EPS), a former RCRA storage facility as
operated by the former owners of PFD, PFEM's facility in Memphis, Tennessee, PFSG's facility in Valdosta, Georgia, PFTS's
facility in Tulsa, Oklahoma, PFMD’s facility in Baltimore, Maryland, and PFMI's facility in Detroit, Michigan. With the
impending divestiture of our Industrial Segment, we anticipate the environmental liabilities for all the facilities noted above
will be part of the divestiture with the exception of PFM, PFD, and PFMI, which will remain the financial obligations of the
Company. While no assurances can be made that we will be able to do so, we expect to fund the expenses to remediate the
three sites from funds generated internally.

At December 31, 2007, we had total accrued environmental remediation liabilities o f$2,873,000 of which $1,168,000 is
recorded as a current liability, which reflects a decrease of $405,000 from the December 31, 2006, balance of $3,278,000. The
decrease represents payments on remediation projects, increase in our reserve in PFSG and decrease in our reserves at PFM and
PFMI due to reevaluation of our remediation estimates. As previously discussed, we sold substantially all of the assets of the
Maryland facility during the first part of 2008. In connection with this sale, the buyer agreed to assume all obligations and
liabilities for environmental conditions at the Maryland facility except for fines, assessments, or judgments to governmental
authorities prior to the closing of the transaction or third party tort claims existing prior to the closing of the sale. The
December 31,2007, current and long-term accrued environmental balance is recorded as follows:

Current Long-term

Accrual Accrual Total
PFD $ 285,000 $ 417,000 $ 702,000
PFM 225,000 251,000 476,000
PFSG 250,000 454,000 704,000
PFTS 7,000 30,000 37,000
PEMD — 391,000 391,000
PEMI 401,000 162,000 563,000
Total Liability $ 1,168,000 $ 1,705,000 $ 2,873,000

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements”. SFAS 157 simplifies and codifies guidance on
fair value measurements under generally accepted accounting principles. This standard defines fair value, establishes a
framework for measuring fair value and prescribes expanded disclosures about fair value measurements. SFAS 157 is effective
for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal
years, with early adoption
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permitted. We are currently evaluating the effect, if any, the adoption of SFAS 157 will have on our financial condition, results
of operations and cash flows; however, we do not expect the adoption of SFAS No. 157 to have a material impact on our
financial position or results of operations.

In February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial Liabilities”. SFAS
159 permits entities to choose to measure many financial instruments and certain other items at fair value. The objective is to
improve financial reporting by providing entities with the opportunities to mitigate volatility in reported earnings caused by
measuring related assets and liabilities differently without having to apply complex hedge accounting provisions. SFAS 159 is
expected to expand the use of fair value measurement, which is consistent with the Board’s long-term measurement objectives
for accounting financial instruments. SFAS 159 is effective as of the beginning of an entity’s first fiscal year that begins after
November, 15, 2007. We are currently evaluating the effect, if any, the adoption of SFAS 159 will have on our financial
condition, results of operations and cash flow; however, we do not expect the adoption of SFAS 159 to have a material impact
on our financial position or results of operations.

In December 2007, the FASB issued SFAS No. 141R, Business Combinations. SFAS No. 141R establishes principles and
requirements for how the acquirer of a business recognizes and measures in its financial statements the identifiable assets
acquired, the liabilities assumed, and any noncontrolling interest in the acquiree. The statement also provides guidance for
recognizing and measuring the goodwill acquired in the business combination and determines what information to disclose to
enable users of the financial statements to evaluate the nature and financial effects of the business combination. SFAS No.
141R is effective for financial statements issued for fiscal years beginning after December 15, 2008. Accordingly, any business
combinations the Company engages in will be recorded and disclosed following existing GAAP until December 31, 2008. The
Company expects SFAS No. 141R will have an impact on its consolidated financial statements when effective, but the nature
and magnitude of the specific effects will depend upon the nature, terms and size of acquisitions it consummates after the
effect date. The Company is still assessing the impact of this standard on its future consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB 51. SFAS No. 160 changes the accounting and reporting for minority interest. Minority interest will be
recharacterized as noncontrolling interest and will be reported as a component of equity separate from the parent’s equity, and
purchases or sales of equity interest that do not result in a change in control will be accounted for as equity transactions. In
addition, net income attributable to the noncontrolling interest will be included in consolidated net income on the face of the
income statement and upon a loss of control, the interest sold, as well as any interest retained, will be recorded at fair value
with any gainorloss recognized in earnings. SFAS No. 160 is effective for financial statementsissued for fiscal years
beginning after December 15, 2008, and interim period within those fiscal years, except for the presentation and disclosure
requirements, which will apply retrospectively. This standard is not expected to have a material impact on the Company’s
future consolidated financial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

In the year 2007, we were exposed to certain market risks arising from adverse changes in interest rates, primarily due to the
potential effect of such changes on our variable rate loan arrangements with PNC and variable rate promissory note agreement
with KeyBank National Association. The interest rates payable to PNC and KeyBank National Association are based on a
spread over prime rate. If our floating rates of interest experienced an upward increase of 1%, our debt service would have
increased by approximately $99,000 for the year ended December 31, 2007. As of December 31, 2007, we had no interest swap
agreements outstanding.

54




SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained within this report may be deemed “forward-looking statements” within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended
(collectively, the “Private Securities Litigation Reform Act of 1995”). All statements in this report other than a statement of
historical fact are forward-looking statements that are subject to known and unknown risks, uncertainties and other factors,
which could cause actual results and performance of the Company to differ materially from such statements. The words

“believe,
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expect,” “anticipate,” “intend,” “will,” and similar expressions identify forward-looking statements. Forward-

looking statements contained herein relate to, among other things,

ability or inability to continue and improve operations and achieve profitability on an annualized basis;
ability to comply with our general working capital requirements;

ability to retain or receive certain permits, licenses, or patents;

ability to renew permits and licenses with minimal effort and costs;

ability to be able to continue to borrow under our revolving line of credit;

ability to meet our fixed charge coverage ratio in the future;

in the event that we are unable to meet our fixed charge coverage ration in the future and we are unable to obtain a
waiver for this non-compliance, our lender could accelerate the repayment of borrowing under our credit facility;

we may not have sufficient liquidity to repay our debt under our credit facilities and other indebtedness in the event that
our lender accelerates the repayment of borrowings under our credit facility;

ability to generate sufficient cash flow from operations to fund all costs of operations;

ability to close and remediate certain contaminated sites for projected amounts;

our ability to develop or adopt new and existing technologies in the conduct of our operations;

ability to fund budgeted capital expenditures during 2008 through our operations and lease financing;

we are working toward permitting our DSSI facility for PCB destruction. The permit is expected by mid year 2008;

we believe that there are no formidable barriers to entry into certain of the on-site treatment businesses, and certain of the
non-hazardous waste operations, which do not require such permits;

we believe that we are able to compete in the market based on our established reputation in these market areas and our
expertise in several specific elements of environmental engineering and consulting such as environmental applications
in the cement industry;

we believe we maintain insurance coverage adequate for our needs and similarto, or greater than the coverage
maintained by other companies of our size in the industry;

under our insurance contracts, we usually accept self-insured retentions, which we believe is appropriate for our specific
business risks;

although we believe that we are currently in substantial compliance with applicable laws and regulations, we could be
subject to fines, penalties or other liabilities or could be adversely affected by existing or subsequently enacted laws or
regulations;

due to the downturn in the economy and changes within the environmental insurance market, we have no guarantee that
we will be able to obtain similar insurance in future years, or that the cost of such insurance will not increase materially;
our inability to continue under existing contracts that we have with the federal government (directly or indirectly as a
subcontractor) could have a material adverse effect on our operations and financial condition;

as with most contracts relating to the federal government, LATA/Parallax and/or Fluor Hanford can terminate the
contract with us at any time for convenience, which could have a material adverse effect on our operations;

Our contract with LATA/Parallax is expected to be completed in September 2008;

we believe that at least one third of DOE mixed waste contains organic components;
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if EnergySolutions should refuse to accept our waste or cease operations at its Clive, Utah facility, such would have a
material adverse effect on us;

we do not anticipate big fluctuations in our government receipts within 2008 even with the passing of the 2008 budget;
however, we cannot provide assurance this will be the case;

we believe that the range of waste management and environmental consulting, treatment, processing, and remediation
services we provide affords us a competitive advantage with respect to certain of our more specialized competitors;

we believe that the treatment processes we utilize offer a cost saving alternative to more traditional remediation and
disposal methods offered by certain of our competitors;

we currently have interested parties and are negotiating to sell certain facilities within our Industrial Segment, and we
believe the material weakness will inherently be remediated;

no further impairment to intangible assets;

no expectation of material future inflationary changes;

waste backlog will continue to fluctuate in 2008 depending on the complexity o f waste streams and the timing of
receipts and processing materials;

the high levels of backlog material continue to position the segment well forincreases in future processing revenue
prospective;

we do not believe we are dependent on any particular trademark in order to operate our business or any significant
segment thereof;

based on the current status of Corrective Action for the PFMI facility, we believe that the remaining reserve is adequate
to cover the liability;

despite our aggressive compliance and auditing procedure for disposal of wastes, we could further be notified, in the
future, that we are a PRP at a remedial action site, which could have a material adverse effect;

with the impending divestiture of our Industrial Segment, we anticipate the environmental liabilities for all the facilities
will be part of the divestiture with the exception of PFM, PFD, and PFMI, which will remain the financial obligations of
the Company. While no assurances can be made that we will be able to do so, we expect to fund the expenses to
remediate the three sites from funds generated internally;

we do not believe that any adverse changes to our estimates in environmental accrual would be material;

we anticipate receiving the remaining reimbursement from our insurer by the end of the second quarter of 2008;
we anticipate a full repayment of our Term Loan by June 2008 and Revolver by September 2009;

we plan to fund any repurchases under our common stock repurchase plan through our internal cash flow and/or
borrowing under our line of credit;

the amendment to our present covenant to exclude certain allowable charges in determining our fixed charge coverage
ratio will improve our ability to maintain compliance of the fixed charge coverage ratio in the future;

we anticipate restructuring certain debt in 2008 to improve our working capital position;

the acquisition of our PENWR facility positions the Nuclear Segment future revenue stream well as the facility is located
adjacent to the Hanford site, which represents one of the most expansive of DOE’s nuclear weapons’ facilities to
remediate;

cash to be received subject from the sale of remaining facilities/operations within our Industrial Segment (net of the
collateralized portion held by our credit facility) will be used to reduce our term note, with any remaining cash used to
reduce our revolver; and

we anticipate most of these reserves being released when the Industrial Segment is sold, but should that not take place in
the short term future, these reserves could have an adverse effect on our liquidity position;

we believe the sale of PFSG will be completed by the end of May 2008;

if we complete the sale of PFSG facility, we anticipate that the buyer will assume our obligation to remediate the facility;
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we are attempting to sell the other companies and/or operations within our Industrial Segment, but as of the date of this
report, we have not entered into any agreements regarding these other companies or operations within our Industrial
Segment;

we do not expect the adoption of SFAS No. 157 and SFAS No. 159 to have a material impact on our financial position or
result of operations;

we do not expect standard in SFAS No. 160 to have a material impact on the Company’s future consolidated financial
statements;

the Company expects SFAS No. 141R will have an impact on its consolidated financial statements when effective, but
the nature and magnitude of the specific effects will depend upon the nature, terms and size of acquisitions it
consummates after the effect date;

goal to improve our balance sheet, pay down debt and improve our liquidity;

we expect to report a gain on sale of approximately $1,791,000 on the sale of PFMD in the first quarter of 2008;
in the first quarter of 2008, we expect to report a gain of approximately $480,000 on the sale of PFD;
obtaining waivers or revisions from our lender as to a financial covenant in our loan agreement; and

doubt as to our ability to continue as a going concern.

While the Company believes the expectations reflected in such forward-looking statements are reasonable, it can give no
assurance such expectations will prove to be correct. There are a variety of factors which could cause future outcomes to differ
materially from those described in this report, including, but not limited to:

general economic conditions;

material reduction in revenues;

inability to collect in a timely manner a material amount of receivables;

increased competitive pressures;

the ability to maintain and obtain required permits and approvals to conduct operations;
the ability to develop new and existing technologies in the conduct of operations;
ability to retain or renew certain required permits;

discovery of additional contamination or expanded contamination at any of the sites or facilities leased or owned by us
or our subsidiaries which would result in a material increase in remediation expenditures;

changesin federal, state and local laws and regulations, especially environmental laws and regulations, or in
interpretation of such;

potential increases in equipment, maintenance, operating or labor costs;

management retention and development;

financial valuation of intangible assets is substantially more/less than expected;

the requirement to use internally generated funds for purposes not presently anticipated;
inability to divest the majority of facilities/operations within our Industrial Segment;
the inability to maintain the listing of our Common Stock on the NASDAQ;

terminations of contracts with federal agencies or subcontracts involving federal agencies, or reduction in amount of
waste delivered to us under these contracts or subcontracts;
disposal expense accrual could prove to be inadequate in the event the waste requires retreatment; and

Risk Factors contained in Item 1A of this report.

We undertake no obligations to update publicly any forward-looking statement, whether as a result of new information, future
events or otherwise.
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
Perma-Fix Environmental Services, Inc.
Atlanta, Georgia

We have audited the accompanying consolidated balance sheets of Perma-Fix Environmental Services, Inc. and subsidiaries as
of December 31, 2007 and 2006, and the related consolidated statements of operations, stockholders' equity, and cash flows for
each of the three years in the period ended December 31, 2007. In connection with the audits of the consolidated financial
statements, we have also audited the financial statement schedule listed in the accompanying index. These consolidated
financial statements and schedule are the responsibility of the Company's management. Our responsibility is to express an
opinion on these consolidated financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements and schedule are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements and schedule, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statements and schedule. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Perma-Fix Environmental Services, Inc. and subsidiaries at December 31, 2007 and 2006, and the results of their
operations and their cash flows for each of the three yearsin the period ended December 31, 2007, in conformity with
accounting principles generally accepted in the United States of America.

Also,1in our opinion, the financial statement schedule, when considered in relation t o the basic consolidated financial
statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

As discussed in Note 13 to the consolidated financial statements, effective January 1, 2006, the Company adopted Statement
of Financial Standard No. 123(R) Shared Based Payment.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 20 to the consolidated financial statements, the Company expects to be in default on its most
significiant borrowings during 2008. The Company also has deficiencies in working capital. Together, these matters raise
substantial doubt as to its ability to continue as a going concern. Management’s plan in regards to these matters is also
described in Note 20. The consolidated financial statements do not include any adjustments that might result from the
outcome of this uncertainty.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
Perma-fix Environmental Services, Inc. and subsidiaries’ internal control over financial reporting as of December 31,2007,
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) and our report dated March 31, 2008, expressed an adverse opinion
thereon.

/s/ BDO Seidman, LLP

Atlanta, Georgia
March 31,2008
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PERMA-FIX ENVIRONMENTAL SERVICES, INC.
CONSOLIDATED BALANCE SHEETS

As of December 31,
(Amounts in Thousands, Except for Share Amounts) 2007 2006
ASSETS
Current assets:
Cash $ 102 $ 2,528
Restricted cash 35 35
Account receivable, net of allowance for doubtful accounts of $138 and $168 13,536 9,488
Unbilled receivables 10,321 12,313
Inventories 233 325
Prepaid expenses and other assets 3,170 4,451
Current asset related to discontinued operations 5,197 7,100
Total current assets 32,594 36,240
Property and equipment:
Buildings and land 20,748 11,244
Equipment 31,140 20,599
Vehicles 141 141
Leasehold improvements 11,457 11,452
Office furniture and equipment 2,268 1,930
Construction-in-progress 1,639 4,609
67,393 49,975
Less accumulated depreciation and amortization (20,084) (16,630)
Net property and equipment 47,309 33,345
Property and equipment related to discontinued operations 6,775 13,281
Intangibles and other assets:
Permits 15,636 11,025
Goodwill 9,046 1,330
Unbilled receivables - non-current 3,772 2,600
Finite risk sinking fund 6,034 4,518
Other assets 2,496 1,954
Intangible and other assets related to discontinued operations 2.369 2.369
Total assets $ 126,031 $ 106,662

The accompanying notes are an integral part of these consolidated financial statements.
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PERMA-FIX ENVIRONMENTAL SERVICES, INC.
CONSOLIDATED BALANCE SHEETS, CONTINUED

As of December 31,
(Amounts in Thousands, Except for Share Amounts) 2007 2006
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 5,010 $ 2,455
Current environmental accrual 225 453
Accrued expenses 9,207 4,750
Disposal/transportation accrual 6,677 3,368
Unearned revenue 4,978 3,575
Current liabilities related to discontinued operations 8,359 6,737
Current portion of long-term debt 15,292 2,092
Total current liabilities 49,748 23,430
Environmental accruals 251 348
Accrued closure costs 8,739 4,825
Other long-term liabilities 966 3,019
Long-term liabilities related to discontinued operations 3,590 3,895
Long-term debt, less current portion 2,724 5,407
Total long-term liabilities 16,270 17,494
Total liabilities 66,018 40,924

Commitments and Contingencies

Preferred Stock of subsidiary, $1.00 par value; 1,467,396 shares authorized, 1,284,730
shares issued and outstanding, liquidation value $1.00 per share 1,285 1,285

Stockholders’ equity:
Preferred Stock, $.001 par value; 2,000,000 shares authorized, no shares issued and

outstanding — —
Common Stock, $.001 par value; 75,000,000 shares authorized, 53,704,516 and

52,053,744 shares issued and outstanding 54 52
Additional paid-in capital 96,409 92,980

Stock subscription receivable (25) 79)

Accumulated deficit (37,710) (28,500)
Total stockholders' equity 58,728 64,453
Total liabilities and stockholders' equity $ 126,031 $ 106,662

The accompanying notes are an integral part of these consolidated financial statements.
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PERMA-FIX ENVIRONMENTAL SERVICES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended December 31,

(Amounts in Thousands, Except for per Share Amounts) 2007 2006 2005
Net revenues $ 54,102 $ 52,781 $ 50,098
Cost of goods sold 36,837 31,054 31,328
Gross profit 17,265 21,727 18,770
Selling, general and administrative expenses 15,406 14,320 12,136
Loss on disposal of fixed assets 71 48 6
Income from operations 1,788 7,359 6,628
Other income (expense):
Interest income 312 280 126
Interest expense (1,302) (1,241) (1,502)
Interest expense — financing fees (196) (192) (318)
Other (85) (55) 1)
Income from continuing operations before income taxes 517 6,151 4933
Income tax expense — 507 432
Income from continuing operations 517 5,644 4,501
Loss from discontinued operations, net of taxes 9,727) (933) (762)
Net (loss) income 9,210) 4,711 3,739
Preferred stock dividends — _ (156)
Net (loss) income applicable to Common Stock $ (9,210) $ 4711  $ 3,583
Net income (loss) per common stockholders — basic:
Continuing operations $ 01 $ A2 $ .10
Discontinued operations (.19) (.02) (.02)
Net (loss) income per common share $ (.18) $ 10 $ .08
Net income (loss) per common share — diluted:
Continuing operations $ 01 $ A28 .10
Discontinued operations (.18) 02) 02)
Net (loss) income per common share $ 17) $ J0 % .08
Number of common shares used in computing net income (loss) per

share:
Basic 52,549 48,157 42,605
Diluted 53,294 48,768 44,804

The accompanying notes are an integral part of these consolidated financial statements.
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PERMA-FIX ENVIRONMENTAL SERVICES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31,

(Amounts in Thousands) 2007 2006 2005
Cash flows from operating activities:
Net (loss) income $ 9,210) $ 4711 $ 3,739
Loss on discontinued operations 9,727 933 762
Income from continuing operations 517 5,644 4,501
Adjustments to reconcile net income (loss) to cash provided by
operations:
Depreciation and amortization 3,867 3,046 2,900
Provision (benefit) for bad debt and other reserves 82 59) 168
Loss on disposal or impairment of plant, property and equipment 71 48 6
Issuance of common stock for services 391 172 175
Share based compensation 457 338 —
Changes in operating assets and liabilities of continuing operations,
net of effect from business acquisitions:
Accounts receivable (1,836) 946 241)
Unbilled receivables 820 (3,502) (3,171)
Prepaid expenses, inventories and other assets 2,078 (1,600) 92
Accounts payable, accrued expenses and unearned revenue (520) (2,065) 396
Cash provided by continuing operations 5,927 2,968 4,826
Cash provided by (used in) discontinued operations 771 (551) 2,656
Cash provided by operating activities 6,698 2,417 7,482
Cash flows from investing activities:
Purchases of property and equipment (2,724) (5,448) (1,356)
Proceeds from sale of plant, property and equipment 13 — 1
Change in restricted cash, net — 435 (460)
Change in finite risk sinking fund (1,516) 1,179) 1,114)
Cash used for acquisition consideration, net of cash acquired (2,991) _ _
Cash used in investing activities of continuing operations (7,218) (6,192) (2,929)
Cash (used in) provided by discontinued operations (359) (650) 405
Net cash used in investing activities (7,577) (6,842) (2,524)
Cash flows from financing activities:
Net borrowings (repayments) of revolving credit 6,851 2,447) (4,033)
Principal repayments of long term debt (8,504) (2,290) (5,766)
Proceeds from issuance of long-term debt — — 4,417
Proceeds from issuance of stock 418 12,053 1,106
Repayment of stock subscription receivable 54 26 —
Cash (used in) provided by financing activities of continuing
operations (1,181) 7,342 4,276)
Principal repayment of long-term debt for discontinued operations (366) (404) (715)
Cash (used in) provided by financing activities (1,547) 6,938 (4,991)
(Decrease) increase in cash (2,426) 2,513 33)
Cash at beginning of period 2,528 15 48
Cash at end of period $ 102 $ 2,528 $ 15




Supplemental disclosure:

Interest paid $ 1,000 $ 982 $ 1,178
Income taxes paid 311 276 316
Non-cash investing and financing activities:

Interest rate swap valuation — — 41
Long-term debt incurred for purchase of property and equipment 614 94 517

The accompanying notes are an integral part of these consolidated financial statements.
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Balance at December
31,2004

Comprehensive
income
Net income
Other comprehensive
income:
Interest rate swap
Comprehensive
income
Preferred stock dividends
Issuance of Common
Stock upon conversion
of Preferred Stock
Issuance of Common
Stock for cash and
services
Exercise of Warrants and
Options
Balance at December
31,2005

Net income

Retirement of Treasury

Stock

Issuance of Common
Stock for cash and
services

Issue Stock Subscription
Receivable

Repayment of Stock
Subscription
Receivable

Issuance of Common
Stock upon exercise of
Warrants and Options

Share Based
Compensation

Balance at December
31,2006

Net Loss

Issuance of Common
Stock for services

Common Stock Issued in
conjunction with
acquisition

Repayment of Stock
Subscription
Receivable

Issuance of Common
Stock upon exercise of
Options and Warrants

Share Based
Compensation

Balance at December
31,2007

PERMA-FIX ENVIRONMENTAL SERVICES, INC
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the years ended December 31,
(Amounts in Thousands, Except for Share Amounts)

Common

Additional Stock Interest Stock Held Total
Preferred Stock Common Stock Paid-In  Subscription Accumulated Rate In Hand  Stockholders'
Stock  Amount Shares Amount _ Capital Receivable Deficit Swap  Treasury Equity
2,500 $ — 42,749,117 § 43 $ 80,902 $ —$ (36,799% 4DS$ (1,862 % 42,248
— — — — — — 3,739 — — 3,739
— — — — — — — 41 — 41
3,780
— — — — — — (156) — — (156)
(2,500) — 1,666,667 2 2) — — — —
— — 144,566 — 274 — — — — 274
— — 1,253,566 1 1,006 — — — — 1,007
— 3 — 45,813,916 $ 46 $ 82,180 $ — $  (33211H$ — $ (1.862)% 47,153
— — — — — — 4,711 — — 4,711
— — (988,000) (1) (1,861) — — — 1,862 —
— — 121,038 — 216 — — — — 216
— — 60,000 — — (105) — — — (105)
— — — — — 26 — — — 26
— — 7,046,790 7 12,107 — — — — 12,114
— — — — 338 — — — — 338
— — 52,053,744 $ 52 $ 92,980 $ 79%$ (2850008 — $ — $ 64,453
— — _ _ —_ — (9,210) — — (9,210)
— — 143,005 — 391 — — — — 391
— — 709,207 1 2,164 — — — — 2,165
— — — — — 54 — — — 54
— — 798,560 1 417 — — — — 418
— 457 — — — — 457
— 3 — 53,704,516 $ 54 $ 96,409 $ 25% (37,7100 — § — 3 58,728

The accompanying notes are an integral part of these consolidated financial statements.
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PERMA-FIX ENVIRONMENTAL SERVICES, INC.
Notes to Consolidated Financial Statements
December 31,2007,2006, and 2005

NOTE 1
DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Perma-Fix Environmental Services, Inc. (the Company, which may be referred to as we, us, or our), an environmental and
technology know-how company, is a Delaware corporation, engaged through its subsidiaries, in:

e  Nuclear Waste Management Services (“Nuclear” or “Nuclear Segment”), which includes:
o Treatment, storage, processing and disposal of mixed waste (waste that is both low-level radioactive and hazardous)
which includes on and off-site waste remediation and processing;
o Nuclear, low-level radioactive, hazardous and non-hazardous waste treatment, processing and disposal; and
o Research and development of innovative ways to process low-level radioactive and mixed waste.
o Consulting Engineering Services (“Engineering” or “Engineering Segment”), which includes:
o Broad-scope environmental issues, including environmental management programs,regulatory permitting,
compliance and auditing, landfill design, field testing and characterization.

On May 18, 2007, our Board of Directors authorized the divestiture of our Industrial Segment. Our Industrial Segment provides
treatment, storage, processing, and disposal of hazardous and non-hazardous waste, wastewater management services, and
environmental services, which includes emergency response, vacuum services, marine environmental and other remediation
services. The decision to sell our Industrial Segment is based on our belief that our Nuclear Segment represents a sustainable
long-term growth driver of our business. During 2007, we have entered into several letters of intent to sell various portions of
our Industrial Segment. All of the letters of intent have expired or terminated without being completed, except for the
following: we completed, on January 8,2008, the sale of substantially all of the assets of Perma-Fix Maryland, Inc. (“PFMD”)
for $3,825,000 in cash, subject to a working capital adjustment during 2008, and assumption by the buyer of certain liabilities
of PFMD, and during March, 2008, we completed the sale of substantially all of the assets of Perma-Fix of Dayton, Inc. (“PFD”)
for approximately $2,143,000 in cash, subject to certain working capital adjustments after the closing, plus assumption by the
buyer of certain of PFD’s liabilities and obligations, (including, without limitation, certain of PFD’s obligations under the
Settlement Agreement entered into by PFD in connection with the settlement of plaintiff’s claims under the Fisher Lawsuit, as
discussed and defined in “Legal Proceedings”, and approximately $562,000 in PFD’s obligations for and relating to
supplemental environmental projects that PFD is obligated to perform under the Consent Decree entered into with the federal
government in settlement of the Government’s Lawsuit as discussed and defined in “Legal Proceedings”) in connection with
the Fisher Lawsuit (see “Note 19 — Subsequent Event - Divestitures” for terms of the sales) . We are negotiating the sale of
Perma-Fix South Georgia, Inc. (“PFSG”) and we anticipate that it will be completed by the end of May 2008. The terms of the
sale of PFSG are subject to being finalized. We are attempting to sell the other companies and/or operations within our
Industrial Segment, but as of the date of this report, we have not entered into any agreements regarding these other companies
or operations within our Industrial Segment. As a result of the proposed divestiture of the facilities/operations within our
Industrial Segment, we have classified approximately $14,341,000 of assets as held for sale. The assets held for sale are subject
to further adjustments pending us entering into definitive purchase agreement with a buyer on the proposed sale of PFSG and
other future definitive purchase agreements entered into on our other remaining facilities within our Industrial Segment.

At May 25, 2007, the Industrial Segment met the held for sale criteria under Statement of Financial Accounting Standards
(“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”, and therefore, certain assets and
liabilities of the Industrial Segment are reclassified as discontinued
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operations in the Consolidated Balance Sheets, and we have ceased depreciation of the Industrial Segment’s long-lived assets
classified as held for sale. The results of operations and cash flows of the Industrial Segment have been reported in the
Consolidated Financial Statements as discontinued operations for all periods presented. The criteria which the Company based
its decision in reclassifying its Industrial Segment as discontinued operations is as follows: (1) the Company has the ability
and authority to sell certain or all of the facilities within the Industrial Segment; (2) the facilities are available for sale in its
present condition; (3) the sale of the facilities is probable and is expected to occur within one year, subject to certain
circumstances; (4) the facilities are being actively marketed at its fair value; and (5) the Company’s actions to finalize the
disposal of the facilities are unlikely to change significantly.

We believe the divestiture of certain facilities within our Industrial Segment has not occurred within the anticipated time
period due to the current state of our economy which has impacted potential buyers’ ability to obtain financing. In addition,
the original LOI entered between us and a potential buyer included the majority of the companies within our Industrial
Segment. This sale did not materialize, leading us to pursue the potential sale of each company individually. Although this
process has taken more time than anticipated for numerous reasons, we continue to market the facilities within our Industrial
Segment for eventual sale.

We are subject to certain risks as we are involved in the treatment, handling, storage and transportation of hazardous and non-
hazardous, mixed and industrial wastes and wastewater. Such activities contain risks against which we believe we are
adequately insured.

Our consolidated financial statements include our accounts and the accounts of our wholly-owned subsidiaries as follows:

Continuing Operations: Schreiber, Yonley and Associates (“SYA”), Diversified Scientific Services, Inc. (“DSSI”), East
Tennessee Materials & Energy Corporation (“M&EC”), Perma-Fix of Florida, Inc. (“PFF”), and effective June 13, 2007, our
newly acquired subsidiary, Perma-Fix of Northwest Richland, Inc. (“PFNWR”).

Discontinued Operations (See “Note 67): The subsidiaries that comprise the Industrial Segment: Perma-Fix Treatment
Services, Inc. (“PFTS”), Perma-Fix of Dayton, Inc. (“PFD”), Perma-Fix of Ft. Lauderdale, Inc. (“PFFL”), Perma-Fix of Orlando,
Inc. (“PFO”), Perma-Fix of South Georgia, Inc. (“PFSG”), Perma-Fix of Maryland, Inc. (“PFMD”), and two non-operational
facilities, Perma-Fix of Michigan, Inc. (“PFMTI”), and Perma-Fix of Pittsburgh, Inc. (“PFP”).

NOTE 2
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation
Our consolidated financial statements include our accounts and those of our wholly-owned subsidiaries after elimination of all
significant intercompany accounts and transactions.

Reclassifications
Certain prior year amounts have been reclassified to conform with the current year presentation.

Use of Estimates

When we prepare financial statements in conformity with generally accepted accounting principles in the United States of
America, we make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements, as well as, the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. See Notes 6, 10, 11, and 14 for estimates
of discontinued operations, closure costs, environmental liabilities and contingencies for details on significant estimates.
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Restricted Cash
Restricted cash reflects $35,000 held in escrow for our workers’ compensation policy.

Investments

Management determines the appropriate classification of its investments at the time of acquisition and re-evaluates such
determination at each balance sheet date. The Company accounts for its investments in debt and equity securities under
Statement of Financial Accounting Standards (“SFAS”) 115, “Accounting for Certain Investments in Debt and Equity
Securities” which requires certain securities to be categorized as either trading, available-for-sale, or held-to-maturity.
Available-for-sale securities are carried at fair value, with unrealized gains and losses, net of tax, reported as a separate
component of stockholders’ equity. Investments classified as held-to-maturity are carried at amortized cost. The Company
owned 24,000 shares of the Common Stock of IsoRay Inc. in connection with the acquisition of Nuvotec USA, Inc. (n/k/a
Perma-Fix of Northwest, Inc.) and its subsidiary, which was valued at $121,000 at acquisition. The stocks are classified as
trading securities with unrealized gains and losses included in earnings. The Company reviews its investments quarterly for
declines in market value that are other than temporary. Investments that have declined in market value that are determined to
be other than temporary, are charged to other income by writing that investment down to market value. In the fourth quarter of
2007, the Company sold the 24,000 shares of IsoRay, Inc and received proceeds of $50,000. For the year ended December 31,
2007, we recognized a loss of approximately $71,000 for these shares.

Accounts Receivable

Accounts receivable are customer obligations due under normal trade terms requiring payment within 30 or 60 days from the
invoice date based on the customer type (government, broker, or commercial). Account balances are stated by invoice at the
amount billed to the customer. Payments of accounts receivable are made directly to a lockbox and are applied to the specific
invoices stated on the customer’s remittance advice. The carrying amount of accounts receivable is reduced by an allowance
for doubtful accounts, which is a valuation allowance that reflects management's best estimate of the amounts that will not be
collected. We regularly review all accounts receivable balances that exceed 60 days from the invoice date and based on an
assessment of current credit worthiness, estimate the portion, if any, of the balance that will not be collected. This analysis
excludes government related receivables due to our past successful experience in their collectibility. Specific accounts that are
deemed to be uncollectible are reserved at 100% of their outstanding balance. The remaining balances aged over 60 days have
a percentage applied by aging category (5% for balances 61-90 days, 20% for balances 91-120 days and 40% for balances over
120 days aged), based on a historical valuation, that allows us to calculate the total reserve required. Once we have exhausted
all options in the collection of a delinquent accounts receivable balance, which includes collection letters, demands for
payment, collection agencies and attorneys, the account is deemed uncollectible and subsequently written off. The write off
process involves approvals, based on dollar amount, from senior management.

Unbilled Receivables

Unbilled receivables are generated by differences between invoicing timing and the percentage of completion methodology
used for revenue recognition purposes. As major processing and milestone phases are completed and the costs incurred, we
recognize the corresponding percentage of revenue. We experience delays in processing invoices due to the complexity of the
documentation that is required for invoicing, as well as, the difference between completion of revenue recognition milestones
and agreed upon invoicing terms, which results in unbilled receivables. The timing differences occur for several reasons.
Partially from delays in the final processing of all wastes associated with certain work orders and partially from delays for
analytical testing that is required after we have processed waste but prior to our release of waste for disposal. The difference
also occurs due to our end disposal sites requirement of pre-approval prior to our shipping waste for disposal and our contract
terms with the customer that we dispose of the waste prior to invoicing. These delays usually take several months to complete
but are normally considered collectible within twelve months. As we now have historical data to review the timing of these
delays, we realize that certain issues, including but not limited to delays at our third party disposal site, can postpone
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and delay the collection of some of these receivables greater than twelve months. However, our historical experience suggests
that a significant part of unbilled receivables are ultimately collectible with minimal concession on our part. W e therefore,
segregate the unbilled receivables between current and long term.

Inventories

Inventories consist of treatment chemicals, salable used oils, and certain supplies. Additionally, we have replacement parts in
inventory, which are deemed critical to the operating equipment and may also have extended lead times should the part fail
and need to be replaced. Inventories are valued at the lower of cost or market with cost determined by the first-in, first-out
method.

Property and Equipment

Property and equipment expenditures are capitalized and depreciated using the straight-line method over the estimated useful
lives of the assets for financial statement purposes, while accelerated depreciation methods are principally used for income tax
purposes. Generally, annual depreciation rates range from ten to forty years for buildings (including improvements and asset
retirement costs) and three to seven years for office furniture and equipment, vehicles, and decontamination and processing
equipment. Leasehold improvements are capitalized and amortized over the lesser of the term of the lease or the life of the
asset. Maintenance and repairs are charged directly to expense as incurred. The cost and accumulated depreciation of assets
sold or retired are removed from the respective accounts, and any gain or loss from sale or retirement is recognized in the
accompanying consolidated statements of operations. Renewals and improvements, which extend the useful lives of the assets,
are capitalized. Included within buildings is an asset retirement obligation, which represents our best estimate of the cost to
close, at some undetermined future date, our permitted and/or licensed facilities. The asset retirement cost was originally
recorded at $4,559,000 and depreciates over the estimated useful life of the property. In 2007, as result of the acquisition of
PNFWR, we recorded an additional asset retirement obligation cost of $3,768,000, which has been depreciated over the
estimated useful life of the property.

In accordance with Statement 144, long-lived assets, such as property, plant and equipment, and purchased intangible assets
subject to amortization, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the
carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying
amount of an asset exceeds its estimated future cash flows, an impairment charge is recognized in the amount by which the
carrying amount of the asset exceeds the fair value of the asset. Assets to be disposed of would be separately presented in the
balance sheet and reported at the lower of the carrying amount or fair value less costs to sell, and are no longer depreciated.
The assets and liabilities of a disposal group classified as held for sale would be presented separately in the appropriate asset
and liability sections of the balance sheet.

As result of the approved divestiture of our Industrial Segment by our Board of Directors in 2007 and based on the pricing
reflected in the various LOIs we received, we performed updated financial valuations of certain of our long-lived on the
Industrial Segment to test for impairment as required by Statement of Financial Accounting Standards 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets”. Our analysis included the comparison of the offered sale price less cost to
sell to the carrying value of the investment under each LOI separately in the Industrial Segment. Based on our analysis, we
concluded that the carrying value of the tangible assets for Perma-Fix Dayton, Inc., Perma-Fix of Treatment Services, Inc.,
Perma-Fix of Orlando, Inc., and Perma-Fix of South Georgia, Inc. facilities exceeded its fair value, less cost to sell.
Consequently, we recorded $2,727,000, $1,804,000, $507,000 and $1,329,000, respectively, in tangible asset impairment loss
for each of the facilities, which are included in “loss from discontinued operations, net of taxes” on our Consolidated
Statements of Operations for the year ended December 31, 2007.
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Capitalized Interest

The Company’s policy is to capitalize interest cost incurred on debt during the construction of major projects exceeding one
year. A reconciliation of our total interest cost to “Interest Expense” as reported on our consolidated statements of operations
for 2007, 2006 and 2005 is as follows:

(Amounts in Thousands) 2007 2006 2005

Interest cost capitalized $ 144 $ — 3 —

Interest cost charged to income 1,302 1,241 1,502
Total Interest Expense $ 1,446 $ 1241 $ 1,502

Goodwill and Other Intangible Assets

Intangible assets relating to acquired businesses consist primarily of the cost of purchased businesses in excess of the
estimated fair value of net identifiable assets acquired (“goodwill”) and the recognized permit value of the business. Goodwill
and intangible assets that have indefinite useful lives are tested annually for impairment, or more frequently if triggering
events occur or other impairment indicators arise which might impair recoverability. An impairment loss is recognized to the
extent that the carrying amount exceeds the asset’s fair value. For goodwill, the impairment determination is made at the
Reporting unit and consists of two steps. First, the Company determines the fair value of a reporting unit and compares it to its
carrying amount. Second, if the carrying amount of a reporting unit exceeds its fair value, an impairment loss is recognized for
any excess of the carrying amount of the reporting unit’s goodwill over the implied fair value of the goodwill. The implied
value of goodwill is determined by allocating the fair value of the reporting unit in a manner similar to a purchase price
allocation, in accordance with SFAS Statement No. 141, Business Combinations. Our annual financial valuations performed as
of October 1, 2007, 2006, and 2005, indicated no impairments. The Company estimates the fair value of our reporting units
using a discounted cash flow valuation approach. This approach is dependent on estimates for future sales, operating income,
working capital changes, and capital expenditures, as well as, expected growth rates for cash flows and long-term interest rates,
all of which are impacted by economic conditions related to our industry as well as conditions in the U.S. capital (see “Note 4”
for further discussion on goodwill and other intangible assets).

Asa result of classifying our Industrial Segment as discontinued operations in 2007, we performed internal financial
valuations on the selected intangible assets o fthe Industrial Segment as a whole, based on the LOIs received, to test for
impairment as required by SFAS 142. We concluded that no intangible impairments of goodwill or intangible assets existed as
of October 1, 2007 or December 31, 2007.

Accrued Closure Costs
Accrued closure costs represent our estimated environmental liability to clean up our facilities as required by our permits, in
the event of closure.

SFAS No. 143, Accounting for Asset Retirement Obligations, (“SFAS 143”) requires that the fair value of a liability for an asset
retirement obligation be recognized in the period in which it is incurred if a reasonable estimate of fair value can be made, and
that the associated asset retirement costs be capitalized as part of the carrying amount of the long-lived asset. In conjunction
with the state mandated permit and licensing requirements, we are obligated to determine our best estimate of the cost to close,
at some undetermined future date, our permitted and/or licensed facilities. We subsequently increase this liability as a result of
changes to the facility and/or for inflation. The associated asset retirement cost is recorded as property and equipment
(buildings). We are depreciating the asset retirement cost on a straight-line basis over its estimated useful life of 40 years.

Income Taxes

The provision for income taxes is determined in accordance with SFAS No. 109, Accounting for Income Taxes. Under this
method, deferred tax assets and liabilities are recognized for future tax consequences attributed to differences between the
financial statement carrying amounts of existing assets and liabilities
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and their respective tax basis. Deferred tax assets and liabilities are measured using enacted income tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. Any effect
on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment
date.

In July 2006, the FASB issued FIN 48, Accounting for Uncertainty in Income Taxes, which attempts to set out a consistent
framework for preparers to use to determine the appropriate level of tax reserve to maintain for uncertain tax positions. This
interpretation of FASB Statement No. 109 uses a two-step approach wherein a tax benefit is recognized if a position is more-
likely-than-not to be sustained. The amount of the benefit is then measured to be the highest tax benefit which is greater than
50% likely to be realized. FIN 48 also sets out disclosure requirements to enhance transparency of an entity’s tax reserves. The
Company adopted this Interpretation as of January 1, 2007. The adoption of FIN 48 did not have a material impact on our
financial statements.

Gross Receipts Taxes and Other Charges

We adopted EITF Issue No. 06-03, How Taxes Collected from Customers and Remitted to Governmental Authorities Should be
Presented in the Income Statement, (EITF 06-03), for the year ended December 31, 2006. EITF 06-03 provides guidance
regarding the accounting and financial statement presentation for certain taxes assessed by a governmental authority. These
taxes and surcharges include, among others, universal service fund charges, sales, use, waste, and some excise taxes. In
determining whether to include such taxes in our revenue and expenses, we assess, among other things, whether we are the
primary obligor or principal taxpayer for the taxes assessed in each jurisdiction where we do business. As we are merely a
collection agent for the government authority in certain of our facilities, we record the taxes on a net method and do not
include them in our revenue and cost of services. The adoption of EITF 06-03 did not change our accounting for these taxes.

Comprehensive Income

Comprehensive income is defined as the change in equity (net assets) of a business enterprise during a period from transactions
and other events and circumstances from non-owner sources. It includes all changes in equity during a period except those
resulting from investments by owners and distributions to owners. Comprehensive income has two components, net income
and other comprehensive income, and is included on the balance sheet in the equity section. Our other comprehensive income
consisted of the market value of the interest rate swap. For more information see Interest Rate Swap policy below.

Revenue Recognition

Nuclear revenues. The processing of mixed waste is complex and may take several months or more to complete, as such we
recognize revenues on a percentage of completion basis with our measure of progress towards completion determined based on
output measures consisting of milestones achieved and completed. We have waste tracking capabilities, which we continue to
enhance, to allow us to better match the revenues earned to the processing phases achieved. The revenues are recognized as
each of the following three processing phases are completed: receipt, treatment/processing and shipment/final disposal.
However, based on the processing of certain waste streams, the treatment/processing and shipment/final disposal phases may
be combined as they are completed concurrently. As major processing phases are completed and the costs incurred, we
recognize the corresponding percentage of revenue. We experience delays in processing invoices due to the complexity of the
documentation that is required for invoicing, as well as the difference between completion of revenue recognition milestones
and agreed upon invoicing terms, which results in unbilled receivables. The timing differences occur for several reasons,
partially from delays in the final processing of all wastes associated with certain work orders and partially from delays for
analytical testing that is required after we have processed waste but prior to our release of waste for disposal. The difference
also occurs due to our end disposal sites requirement of preapproval prior to our shipping waste for disposal and our contract
terms with the customer that we dispose of the waste prior to invoicing. As the waste moves through these processing phases
and revenues are recognized, the correlating costs are expensed as incurred. Although we use our best estimates and all
available information to accurately determine these
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disposal expenses, the risk does exist that these estimates could prove to be inadequate in the event the waste
requires retreatment. Furthermore, should the waste be returned to the generator, the related receivables could be
uncollectible; however, historical experience has not indicated this to be a material uncertainty.

Consulting revenues. Consulting revenues are recognized as services are rendered. The services provided are based on billable
hours and revenues are recognized in relation to incurred labor and consulting costs. Out of pocket costs reimbursed by
customers are also included in revenues.

Self-Insurance

We are self-insured for a significant portion of our group health. The Company estimates expected losses based on statistical
analyses of historical industry data, as well as our own estimates based on the Company’s actual historical data to determine
required self-insurance reserves. The assumptions are closely reviewed, monitored, and adjusted when warranted by changing
circumstances. The estimated accruals for these liabilities could be affected if actual experience related to the number of claims
and cost per claim differs from these assumptions and historical trends. Based on the information known on December 31,
2007, we believe we have provided adequate reserves for our self-insurance exposure. As of December 31, 2007 and 2006, self-
insurance reserves were $736,000 and $511,000, respectively, and were included in accrued expenses in the accompanying
consolidated balance sheets. The total amounts expensed for self-insurance during 2007, 2006, and 2005 were $2,657,000,
$1,561,000 and $1,692,000, respectively, for our continuing operations, and $1,493,000, $1,307,000, and $1,782,000 for our
discontinued operations, respectively.

Share-Based Compensation

On January 1, 2006, we adopted Financial Accounting Standards Board (“FASB”) Statement No. 123 (revised) ("SFAS 123R"),
Share-Based Payment, a revision of FASB Statement No. 123, Accounting for Stock-Based Compensation, superseding APB
Opinion No. 25, Accounting for Stock Issued to Employees, anditsrelated implementation guidance. This Statement
establishes accounting standards for entity exchanges of equity instruments for goods or services. It also addresses transactions
in which an entity incurs liabilities in exchange for goods or services that are based on the fair value of the entity's equity
instruments or that may be settled by the issuance of those equity instruments. SFAS 123R requires all share-based payments
to employees, including grants of employee stock options, to be recognized in the statement of operations based on their fair
values. Pro forma disclosure is no longer an alternative upon adopting SFAS 123R.

We adopted SFAS 123R utilizing the modified prospective method in which compensation cost is recognized beginning with
the effective date based on SFAS 123R requirements for all (a) share-based payments granted after the effective date and
(b) awards granted to employees prior to the effective date of SFAS 123R that remain unvested on the effective date. In
accordance with the modified prospective method, the consolidated financial statements for prior periods have not been
restated to reflect, and do not include, the impact of SFAS 123R.

Before our adoption of SFAS 123R in January 1, 2006, the Company previously accounted for stock option grants under the
recognition and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to Employees (“APB 25) and
related interpretations and disclosure requirements established by SFAS 123.

Prior to our adoption of SFAS 123R, on July 28, 2005, the Compensation and Stock Option Committee of the Board of
Directors approved the acceleration of vesting for all the outstanding and unvested options to purchase Common Stock
awarded to employees as of the approval date. The Board of Directors approved the accelerated vesting of these options based
on the belief that it was in the best interest of our stockholders to reduce future compensation expense that would otherwise be
required in the statement of operations upon adoption of SFAS 123R, effective beginning January 1, 2006. The accelerated
vesting
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triggered the re-measurement of compensation cost under current accounting standards. See “Note 3 — Share Based
Compensation” for further detail of SFAS 123R and the impact on our financial statement.

Prior to the adoption of SFAS 123R, we furnished the pro forma disclosures required under SFAS No. 123, as amended by
SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosures”. Employee stock-based
compensation expense recognized under SFAS 123R was not reflected in our results of operations for the year ending
December 2005 for employee stock option grants as all options were granted with an exercise price equal to the market value
of the underlying Common Stock on the date of grant. Previously reported amounts have not been restated. See “Note 3 —
Share Based Compensation” for impact of SFAS 123R on our financial statement.

Under the accounting provisions of SFAS 123, our net income and net income per share would have been reduced to the pro
forma amounts indicated below (in thousands except for per share amounts):

2005

Income from continuing operations, applicable to Common Stock, as reported $ 4,345
Deduct: Total Stock-based employee compensation expense determined under fair value based

method for all awards, net of related tax effect (727)
Pro forma income from continuing operations applicable to Common Stock $ 3,618
Earnings per share from continuing operations

Basic — as reported $ .10

Basic — pro-forma $ .09

Diluted — as reported $ .10

Diluted — pro-forma $ .09
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Net Income (Loss) Per Share
Basic earnings per share excludes any dilutive effects of stock options, warrants, and convertible preferred stock. In periods
where they are anti-dilutive, such amounts are excluded from the calculations of dilutive earnings per share.

The following is a reconciliation of basic net income (loss) per share to diluted net income (loss) per share for the years ended
December 31, 2007, 2006, and 2005:

(Amounts in Thousands, Except for Per Share Amounts) 2007 2006 2005
Earnings per share from continuing operations
Income from continuing operations $ 517  $ 5644 $ 4,501
Preferred stock dividends — — (156)
Income from continuing operations applicable to Common Stock 517 5,644 4,345

Common Stock

Effect of dilutive securities:

Preferred Stock dividends — — 156
Income — diluted $ 517 $ 5644 $ 4,501
Basic income per share $ 01 $ 12 3 .10
Diluted income per share $ 01 $ 12 $ .10

Loss per share from discontinued operations

Loss — basic and diluted $ 9,727) $ 933) $ (762)
Basic loss per share $ (19) $ (02) $ (.02)
Diluted loss per share $ (.18) $ (02) $ (.02)
Weighted average common shares outstanding — basic 52,549 48,157 42,605
Potential shares exercisable under stock option plans 745 286 268
Potential shares upon exercise of Warrants — 325 689
Potential shares upon conversion of Preferred Stock _ _ 1,242
Weighted average shares outstanding — diluted 53,294 48,768 44,804
Potential shares excluded from above weighted average share
calculations due to their anti-dilutive effect include:
Upon exercise of options 132 1,030 1,308
Upon exercise of Warrants — 1,776 1,776

Upon conversion of Preferred Stock — — S

Interest Rate Swap

We entered into an interest rate swap agreement effective December 22, 2000, to modify the interest characteristics of our
outstanding debt from a floating basis to a fixed rate, thus reducing the possible impact of interest rate changes on future
income. This agreement involved the receipt of floating rate amounts in exchange for fixed rate interest payments over the life
of the agreement without an exchange of the underlying principal amount. The differential to be paid or received was accrued
as interest rates changed and recognized as an adjustment to interest expense related to the debt. The related amount payable
to or receivable from counter parties was included in other assets or liabilities. During the year ended December 31, 2005, we
recorded a gain on the interest rate swap of $41,000, which was included in other
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comprehensive income on the Statement of Stockholders' Equity. The interest rate swap agreement expired in
December 2005.

Fair Value of Financial Instruments

The carrying values of cash, trade accounts receivable, trade accounts payable, accrued expenses and unearned revenues
approximate their fair values principally because of the short-term maturities of these financial instruments. The fair value of
our long-term debt is estimated based on the current rates offered to us for debt of similar terms and maturities. Under this
method, the fair value of long-term debt was not significantly different from the stated carrying value at December 31, 2007
and 2006. The carrying value of our subsidiary's preferred stock is not significantly different than its fair value.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS 157, “Fair Value Measurements”. SFAS 157 simplifies and codifies guidance on
fair value measurements under generally accepted accounting principles. This standard defines fair value, establishes a
framework for measuring fair value and prescribes expanded disclosures about fair value measurements. SFAS 157 is effective
for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal
years, with early adoption permitted; however the FASB has deferred the implementation of the provision of SFAS 157
relating to nonfinancial assets and liabilities until January 1, 2009. We are currently evaluating the effect, if any, the adoption
of SFAS 157 will have on our financial condition, results of operations and cash flow; however, we do not expect the adoption
of SFAS 157 to have a material impact on our financial position or results of operations.

In February 2007, the FASB issued SFAS 159, “The Fair Value Option for Financial Assets and Financial Liabilities”. SFAS
159 permits entities to choose to measure many financial instruments and certain other items at fair value. The objective is to
improve financial reporting by providing entities with the opportunities to mitigate volatility in reported earnings caused by
measuring related assets and liabilities differently without having to apply complex hedge accounting provisions. SFAS 159 is
expected to expand the use of fair value measurement, which is consistent with the Board’s long-term measurement objectives
for accounting for financial instruments. SFAS 159 is effective as of the beginning of an entity’s first fiscal year that begins
after November, 15, 2007. We are currently evaluating the effect, if any, the adoption of SFAS 159 will have on our financial
condition, results of operations and cash flow; however, we do not expect the adoption of SFAS 159 to have a material impact
on our financial position or results of operations.

In December 2007, the FASB issued SFAS No. 141R, Business Combinations. SFAS No. 141R establishes principles and
requirements for how the acquirer of a business recognizes and measures in its financial statements the identifiable assets
acquired, the liabilities assumed, and any noncontrolling interest in the acquiree. The statement also provides guidance for
recognizing and measuring the goodwill acquired in the business combination and determines what information to disclose to
enable users of the financial statements to evaluate the nature and financial effects of the business combination. SFAS No.
141R is effective for financial statements issued for fiscal years beginning after December 15, 2008. Accordingly, any business
combinations the Company engages in will be recorded and disclosed following existing GAAP until December 31, 2008. The
Company expects SFAS No. 141R will have an impact on its consolidated financial statements when effective, but the nature
and magnitude of the specific effects will depend upon the nature, terms and size of acquisitions it consummates after the
effect date. The Company is still assessing the impact of this standard on its future consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB 51. SFAS No. 160 changes the accounting and reporting for minority interest. Minority interest will be
recharacterized as noncontrolling interest and will be reported as a component of equity separate from the parent’s equity, and
purchases or sales of equity interest that do not result in a change in control will be accounted for as equity transactions. In
addition, net income attributable to the noncontrolling interest will be included in consolidated net income on the face of the
income statement and upon a loss of control, the interest sold, as well as any interest retained, will be recorded at
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fair value with any gain or loss recognized in earnings. SFAS No. 160 is effective for financial statements issued for
fiscal years beginning after December 15, 2008, and interim period within those fiscal years, except for the
presentation and disclosure requirements, which will apply retrospectively. This standard is not expected to have as
material impact on the Company’s future consolidated financial statements.

NOTE 3
SHARE BASED COMPENSATION

On January 1, 2006, we adopted Financial Accounting Standards Board (“FASB”) Statement No. 123 (revised) ("SFAS 123R"),
Share-Based Payment, a revision of FASB Statement No. 123, Accounting for Stock-Based Compensation, superseding APB
Opinion No. 25, Accounting for Stock Issued to Employees, and its related implementation guidance. We adopted SFAS 123R
utilizing the modified prospective method in which compensation cost is recognized beginning with the effective date based
on SFAS 123R requirements for all (a) share-based payments granted after the effective date and (b) awards granted to
employees prior to the effective date of SFAS 123R that remain unvested on the effective date. In accordance with the
modified prospective method, the consolidated financial statements for prior periods have not been restated to reflect, and do
not include, the impact of SFAS 123R.

AsofDecember 31, 2007, we had 2,014,026 employee stock options outstanding, which included 1,221,359 that were
outstanding and fully vested at December 31, 2005, 726,000 of the 878,000 employee stock options approved and granted on
March 2, 2006, of which 235,333 are vested, and 66,667 of the 100,000 employee stock options approved and granted on May
15, 2006, of which 33,333 became vested and were exercised on May 15, 2007. The weighted average exercise price of the
1,456,692 outstanding and fully vested employee stock options is $1.84 with a weighted average remaining contractual life of
3.95 years. The employee stock options outstanding at December 31, 2005 are ten year options, issuable at exercise prices
from $1.25 to $2.19 per share, and expiration dates from October 14, 2008 to October 28, 2014. The employee stock option
grants in March and May 2006 are six year options with a three year vesting period, with exercise prices from $1.85 to $1.86
per share. We did not grant any employee stock options for the year ended December 31, 2007. The fair value of the employee
options which vested in 2007, 2006, and 2005 totalled $239,714, $0, and $0, respectively.

Additionally, we have 576,000 outstanding director stock options, of which 102,000 were newly granted during the year
ended December 31, 2007, which are ten year options with an exercise price of $2.95 and vesting period of six months,
resulting from the election of our Board of Directors on August 2, 2007. The fair value of the 102,000 option grant was
$234,223. The weighted average exercise price of the 474,000 exercisable director stock options outstanding as of December
31, 2007,is $1.97 with a weighted average contractual life of 5.85 years. The director stock options outstanding as of
December 31, 2007 are ten year options, issuable at exercise prices ranging from $1.22 to $2.98 per share and expiration dates
from May 20, 2008 to August 2, 2017. The fair value of the director options which vested in 2007, 2006, and 2005, totalled
$156,815,$11,425, and $0, respectively.

For the year ended December 31, 2007, we recognized share based compensation expense totaling approximately $242,000 for
employee stock options grants of March 2,2006 and May 15, 2006, as compared to $194,000 for the same period ended
December 31, 2006. For the stock option grants on March 2, 2006 and May 15, 2006, we estimated compensation expense
based on the fair value at grant date using the Black-Scholes valuation model, and have recognized compensation expense
using a straight-line amortization method over the three year vesting period. As SFAS 123R requires that stock-based
compensation expense be based on options that are ultimately expected to vest, approximately $30,000 of the $242,000 share
based compensation expense recognized above for the twelve months ended December 31, 2007, was the result of the
difference between our estimated forfeiture rate of 5.7% and the actual forfeiture rate of 1.7% for the first year vesting of our
March 2, 2006 employee option grant. We have estimated a forfeiture rate of 8.5% for the second year vesting of our March 2,
2006 employee option grant.
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When estimating forfeitures, we consider trends of actual option forfeitures. The forfeiture rates are evaluated, and
revised as necessary. We recognized approximately $215,000 of share based compensation expense for our director
options for the year ended December 31, 2007 as compared to $144,000 for the corresponding period ended
December 31, 2006. For the director option grants on August 2, 2007, we have estimated compensation expense
based on the fair value at grant date using the Black-Scholes valuation model, and have recognized compensation
expense using a straight-line amortization method over the six month vesting period. In total, the share based
compensation expense for the year ended December 31, 2007 for our director and employee stock options impacted
our results of operations by $457,000 as compared to $338,000 for the corresponding period ended December 31,
2006. We have approximately $457,000 of total unrecognized compensation cost related to unvested options as of
December 31, 2007, of which $262,000 will be recognized in 2008 and the remaining $195,000 in 2009.

For the director option grant of August 2, 2007, we calculated a fair value of $2.30 for each option grant with the following
assumptions using the Black-Scholes option pricing model: no dividend yield; an expected life of ten years; an expected
volatility of 67.60%; and a risk free interest rate of 4.77%. We calculated a fair value of $0.868 for each March 2, 2006 option
grant on the date of grant with the following assumptions: no dividend yield; an expected life of four years; expected
volatility of 54.0%; and a risk free interest rate of 4.70%. We calculated a fair value of $0.877 for the May 15, 2006 option
grant on the date of grant with the following assumptions: no dividend yield; an expected life of four years; an expected
volatility of 54.6%; and a risk-free interest rate of 5.03%. We calculated a fair value of $1.742 for each July 27, 2006 director
option grant on the date of the grant with the following assumptions: no dividend yield; an expected life of ten years; an
expected volatility of 73.31%; and a risk free interest rate of 4.98%.

Our computation of expected volatility is based on historical volatility from our traded common stock. Due to our change in
the contractual term and vesting period, we utilized the simplified method, defined in the Securities and Exchange
Commission’s Staff Accounting Bulletin No. 107, to calculate the expected term for our 2006 employee grants. The expected
term for our 2006 and 2007 director grants were calculated based on historical trend. The interest rate for periods within the
contractual life of the award is based on the U.S. Treasury yield curve in effect at the time of grant.

NOTE 4
GOODWILL AND OTHER INTANGIBLE ASSETS

The following table is a summary of changes in the carrying amount of goodwill for the years ended December 31, 2005, 2006,
and 2007 (amounts in thousands). As a result of the acquisition of the PENWR facility within our Nuclear Segment on June 13,
2007, we recorded $7,716,000 in goodwill within our Nuclear Segment (See “Note 5” below for goodwill recorded as result of
the acquisition of PENWR facility). We have no goodwill for our Industrial Segment (discontinued operations) as of December
31,2007.

Nuclear Engineering
Goodwill Segment Segment Total
Balance as of December 31, 2004, 2005, and 2006 $ — 3 1,330 $ 1,330
Goodwill Recorded as Result of Acquisition 7,716 _ 7,716
Balance as of December 31, 2007 $ 7,716 $ 1,330 $ 9,046

The following table is a summary of changes in the carrying amount of permits for the years ended December 31, 2005, 2006,
and 2007 (amounts in thousands). We recorded $4,500,000 in permit costs within our Nuclear Segment as result of the
acquisition of our PENWR facility on June 13, 2007 (See “Note 5 below for permit recorded as result of the acquisition of
PFNWR facility). Our Engineering Segment has
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been excluded as it has no permits recorded. Our Industrial Segment, or discontinued operations, has had a balance
of $2,369,000 in Permit costs since December 31, 2005.

Nuclear

Permit Segment
Balance as of December 31, 2004 $ 10,526
Permits in progress 293
Balance as of December 31, 2005 10,819
Permits in progress 206
Balance as of December 31, 2006 11,025
Permits in progress 111
Acquired Permit as Result of Acquisition 4,500
Balance as of December 31, 2007 $ 15,636

As result of classifying our Industrial Segment as discontinued operations in 2007, we performed internal financial valuations
on the intangible assets of the Industrial Segment as a whole, based on the LOIs received, to test for impairment as required by
SFAS 142. The only indefinite life intangible was permits of $2,369,000. We concluded that no intangible impairments
existed as of December 31, 2007.

NOTE 5

BUSINESS ACQUISITION

Acquisition of Nuvotec

On June 13, 2007, the Company completed its acquisition of Nuvotec and its wholly owned subsidiary, Pacific EcoSolutions,
Inc (PEcoS), pursuant to the terms of the Merger Agreement, between Perma-Fix, Perma-Fix’s wholly owned subsidiary,
Transitory, Nuvotec, and PEcoS, dated April 27, 2007, which was subsequently amended on June 13, 2007. The Company
acquired 100% of the voting shares of Nuvotec. The acquisition was structured as a reverse subsidiary merger, with Transitory
being merged into Nuvotec, and Nuvotec being the surviving corporation. As a result of the merger, Nuvotec became a wholly
owned subsidiary of Perma-Fix Environmental Services Inc. (PESI). Nuvotec’s name was changed to Perma-Fix Northwest, Inc.
(“PFNW”). PEcoS, whose name was changed to Perma-Fix Northwest Richland, Inc. (“PFNWR”) on August 2, 2007, is a
wholly-owned subsidiary of PENW. PEcoS is a permitted hazardous, low level radioactive and mixed waste treatment, storage
and disposal facility located in the Hanford U.S. Department of Energy site in the eastern part of the state of Washington.

Under the terms of the Merger Agreement, the purchase price paid by the Company in connection with the acquisition was
$17.3 million, consisting of as follows:

@) $2.3 million in cash at closing of the merger, with $1.5 million payable to unaccredited shareholders and $0.8 million
payable to shareholders o f Nuvotec that qualified as accredited investors pursuant to Rule 501 o fRegulation D
promulgated under the Securities Act of 1933, as amended (the “Act”).

(b) Also payable only to the shareholders of Nuvotec that qualified as accredited investors:

. $2.5 million, payable over a four year period, unsecured and nonnegotiable and bearing an annual rate of
interest of 8.25%, with (i) accrued interest only payable on June 30, 2008, (ii) $833,333.33, plus accrued and
unpaid interest, payable on June 30, 2009, (iii) $833,333.33, plus accrued and unpaid interest, payable on
June 30,2010, and (iv) the remaining unpaid principal balance, plus accrued and unpaid interest, payable on
June 30,2011 (collectively, the “Installment Payments”). The Installment Payments may be prepaid at any
time by Perma-Fix without penalty; and
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° 709,207 shares of Perma-Fix common stock, which were issued on July 23, 2007, with such number of shares
determined by dividing $2.0 million by 95% of average of the closing price of the common stock as quoted
on the NASDAQ during the 20 trading days period ending five business days priorto the closing of the
merger. The value of these shares on June 13, 2007 was $2.2 million, which was determined by the average
closing price of the common stock as quoted on the NASDAQ four days prior to and following the
completion date of the acquisition, which was June 13, 2007.

© The assumption of $9.4 million of debt, $8.9 million of which was payable to KeyBank National Association which
represents debt owed by PFNW under a credit facility. As part of the closing, the Company paid down $5.4 million of

this debt resulting in debt remaining of $4.0 million.
(d) Transaction costs totaling $0.9 million.

In addition to the above, the agreement contains a contingency of an earn-out amount not to exceed $4.4 million over a four
year period (“Earn-Out Amount”). The earn-out amounts will be earned if certain annual revenue targets are metb y the
Company’s consolidated Nuclear Segment. The first $1.0 million of the earn-out amount, when earned, will be placed in an
escrow account to satisfy certain indemnification obligations under the Merger Agreement of Nuvotec, PEcoS, and the
shareholders of Nuvotec to Perma-Fix that are identified by Perma-Fix within the escrow period as provided in the Merger
Agreement. The earn-out amount, if and when paid, will increase goodwill. As of December 31,2007 the Company has not
made or accrued any earn-out payments to Nuvotec shareholders because such revenue targets have not been met.

The acquisition was accounted for using the purchase method of accounting, pursuant to SFAS 141, “Business Combinations”.
The consideration for the acquisition was attributed to net assets on the basis of the fair value of assets acquired and liabilities
assumed as of June 13, 2007. The results of operations after June 13, 2007 have been included in the consolidated financial
statements. The excess of the cost of the acquisition over the estimated fair value of the net tangible assets and intangible
assets on the acquisition date, which amounted to $7.7 million, was allocated to goodwill which is not amortized but subject
to an annual impairment test. The Company has not yet finalized the allocation of the purchase price to the net assets acquired
in this acquisition. As such the estimated purchase price allocation is preliminary and subject to furtherrevision. The
following table summarizes the preliminary purchase price to the net assets acquired in this acquisition as of December 31,
2007.

(Amounts in thousands)

Cash $ 2,300
Assumed debt 9,412
Installment payments 2,500
Common Stock of the Company 2,165
Transaction costs 908

Total consideration $ 17,285

The following table presents the allocation of the preliminary acquisition cost, including professional fees and other related
acquisition costs, to the assets acquired and liabilities assumed based on their estimated fair values:
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(Amounts in thousands)

Current assets (including cash acquired of $249) $ 2,837
Property, plant and equipment 14,978
Permits 4,500
Goodwill 7,716
Total assets acquired 30,031
Current liabilities (8,978)
Non-current liabilties (3,768)
Total liabilities assumed (12,746)
Net assets acquired $ 17,285

The results of operations of Nuvotec (n/k/a Perma-Fix Northwest, Inc.) and PEcoS (n/k/a Perma-Fix Northwest Richland, Inc.)
have been included in Perma-Fix’s consolidated financial statements from the date of the closing of the acquisition, which was
June 13, 2007. The following unaudited pro forma financial information presents the combined results of operations of
combining Nuvotec and PEcoS and Perma Fix as though the acquisition had occurred as of the beginning of the periods
presented. The pro forma financial information doesnot necessarily represent the results of operations that would have
occurred had Nuvotec and PEcoS and Perma Fix been a single company during the periods presented, nor does Perma Fix
believe that the pro forma financial information presented is necessarily representative of future operating results. As the
acquisition was a stock transaction, none of the goodwill related to PFNWR is deductible for tax purposes.

(Amounts in Thousands, Except per Share Data)

Year Ended December 31,
(unaudited) (unaudited)
2007 2006
Net revenues $ 58,540 $ 65,820
Net (loss) income $ ©61) $ 5,313
Net income per share from continuing operations- basic $ — 3 A1
Net income per share from continuing operations- diluted $ — 3 A1
Weighted average common shares outstanding - basic 52,549 48,157
Weighted average common shares outstanding - diluted 52,549 48,768

NOTE 6

DISCONTINUED OPERATIONS

Our discontinued operations encompass all of our facilities within our Industrial Segment. As previously discussed in “Note 1
— Description of Business and Basis of Presentation”, on May 25, 2007, our Industrial Segment met the held for sale criteria
under Statement of Financial Accounting Standards (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-
Lived Assets”, and therefore, certain assets and liabilities of the Industrial Segment are classified as discontinued operations in
the Consolidated Balance Sheet, and we have ceased depreciation of the Industrial Segment’s long-lived assets classified as
held for sale. The results of operations and cash flows of the Industrial Segment have been reported in the Consolidated
Financial Statements as discontinued operations for all periods presented.
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The following table summarizes the results of discontinued operations for the years ended December 31, 2007, 2006 and 2005.
These results are included in our Consolidated Statements of Operations as part of our “Loss from discontinued operations, net
of taxes”. Our “Loss from discontinued operations, net of taxes” for 2007 was impacted by a number of items as discussed
below.

For The Years Ended December 31,

(Amounts in Thousands) 2007 2006 2005

Net revenues $ 30,407 $ 35,148 $ 41,489
Interest expense $ (213) $ (179) $ 96)
Operating loss from discontinued operations $ 9,727) $ 933) $ (762)
Income tax provision — 3 — 5 —
Loss from discontinued operations $ 9,727) $ 933) $ (762)

A subsidiary within our Industrial Segment, PFD was defending a lawsuit styled Barbara Fisher v. Perma-Fix of Dayton, Inc.,
in the United States District Court, Southern District of Ohio (the “Fisher Lawsuit”). This citizen’s suit was brought under the
Clean Air Act alleging, among other things, violations by PFD of state and federal clean air statutes connected with the
operation of PFD’s facility located in Dayton, Ohio. As further previously disclosed, the U.S. Department of Justice, on behalf
of the Environmental Protection Agency, intervened in the Fisher Lawsuit alleging, among other things, substantially similar
violations alleged in the Fisher Lawsuit (the “Government’s Lawsuit”).

During December 2007, PFD and the federal government entered into a Consent Decree formalizing settlement of the
government’s portion of the above described lawsuit, which Consent Decree was approved by the federal court during the first
quarter of 2008. Pursuant to the Consent Decree, the settlement with the federal government resolved the government’s claims
against PFD and requires PFD to:

e pay acivil penalty of $360,000;

e complete three supplemental environmental projects costing not less than $562,000 to achieve air emission controls
that go above and beyond those required by any current environmental regulations.

e implement a variety of state and federal air permit pollution control measures; and
e take a variety of voluntary steps to reduce the potential for emissions of air pollutants.

During December 2007, PFD and Plaintiff, Fisher, entered into a Settlement Agreement formalizing settlement of the Plaintiff’s
claims in the above lawsuit. The settlement with Plaintiff Fisher resolved the Plaintiff’s claims against PFD and, subject to
certain conditions set forth in the Settlement Agreement, requires PFD to pay a total of $1,325,000. Our insurer has agreed to
contribute $662,500 toward the settlement cost of the citizen’s suit portion of the litigation, which we received on March 13,
2008. Based on discussion with our insurer, our insurer will not pay any portion of the settlement with the federal government
in the Government Lawsuit.

As of December 31, 2007, we have recorded a total of $1,625,000 of charges in our discontinued operations for settlement by
PFD of the Fisher Lawsuit and the Government Lawsuit.

In connection with PFD’s sale of substantially all of its assets, as discussed in Note 19, “Subsequent Event”, the
buyer has agreed to assume certain of PFD’s obligations under the Consent Decree and Settlement
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Agreement, including, without limitation, PFD’s obligation to implement supplemental environmental projects costing not
less than $562,000, implement a variety of state and federal air permit control measures and reduce the potential for emissions
of air pollutants.

Aspreviously reported, on April 12, 2007 our insurer agreed to reimburse PFD forreasonable defense costs of litigation
incurred prior to our insurer’s assumption of the defense, but this agreement to defend and indemnify PFD was subject to the
our insurer’s reservation of its rights to deny indemnity pursuant to various policy provisions and exclusions, including,
without limitation, payment of any civil penalties and fines, as well as our insurer’s right to recoup any defense cost it has
advanced if our insurer later determines that its policy provides no coverage. When, our insurer withdrew its prior coverage
denial and agreed to defend and indemnify PFD in the above described lawsuits, subject to certain reservation of rights, we had
incurred more than $2.5 million in costs in vigorously defending against the Fisher and the Government Lawsuits. To date, our
insurer has reimbursed PFD approximately $2.5 million for legal defense fees and disbursements, which we recorded as a
recovery within our discontinued operations in the second quarter of 2007. Partial reimbursement from our insurer of $750,000
was received on July 11, 2007. A second reimbursement of approximately $1.75 million was received on August 17,2007. Our
insurer has advised us that they will reimburse us for approximately another $82,000 in legal fees and disbursements, which we
recorded as a recovery within our discontinued operations in the 4th quarter 2007. This reimbursement is subject to our
insurer’s reservation of rights as noted above. On February 12, 2008, we received reimbursement of approximately $24,000
from our insurer. We anticipate receiving the remaining reimbursement by the end of the second quarter of 2008.

As events warranted, we performed an updated internal analysis on the tangible and intangible assets to test for impairment in
the Industrial Segment as required by Statement of Financial Accounting Standards (SFAS) 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets” and SFAS 142, “Goodwill and Other Intangible Assets”. Our analysis, as
required by SFAS 144, included the comparison of the offered sale price less cost to sell to the carrying value of the investment
under each LOI separately. Based on our analysis, we concluded that the carrying value of the tangible assets for Perma-Fix
Dayton, Inc., Perma-Fix of Treatment Services, Inc., Perma-Fix of Orlando, Inc., and Perma-Fix of South Georgia, Inc. facilities
exceeded its fair value, less cost to sell. Consequently, in 2007, we recorded $2,727,000, $1,804,000, $507,000 and
$1,329,000, respectively, in tangible asset impairment loss for each of the facilities, which are included in “Loss from
discontinued operations, net of taxes” on our Consolidated Statements of Operations for the year ended December 31, 2007.
We also performed financial valuations on the intangible assets of the Industrial Segment as a whole to test for impairment as
required by SFAS 142. We concluded that no other tangible and intangible impairments existed as of December 31, 2007.

Assets related to discontinued operations total $14,341,000 and $22,750,000 as of December 31,2007 and 2006, respectively,
and liabilities related to discontinued operations total $11,949,000 and $10,632,000, as of December 31,2007 and 2006,
respectively.

The following table presents the Industrial Segment’s major classes of assets and liabilities of discontinued operations that are
classified as held for sale as of December 31, 2007 and 2006. The held for sale asset and liabilities balances as of December 31,
2007 may differ from the respective balances at closing:
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(Amounts in Thousands) 2007 2006

Account receivable, net (D $ 4253 $ 5,768
Inventories 411 522
Other assets 2,902 3,179
Property, plant and equipment, net @) 6,775 13,281

Total assets held for sale $ 14341 $ 22,750
Account payable $ 2403 $ 1,467
Accrued expenses and other liabilities 4,713 3,760
Note payable 820 830
Environmental liabilities 1,132 1,094

Total liabilities held for sale $ 9,068 $ 7,151

(1) net of allowance for doubtful account of $269,000 and $247,000 for 2007 and 2006, respectively.
() net of accumulated depreciation of $12,408,000 and $13,341,000 for 2007 and 2006, respectively.

The following table presents the Industrial Segment’s major classes of assets and liabilities of discontinued operations, that are
not held for sale as of December 31, 2007 and 2006:

(Amounts in Thousands) 2007 2006

Account receivable, net $ — 3 =
Inventories — —

Other assets — —
Property, plant and equipment, net — —

Total assetsof discontinued operations $ — $ —
Account payable $ 329 % 665
Accrued expenses and other liabilities 1,287 1,433
Note payable — —
Environmental liabilities 1,265 1,383

Total liabilities of discontinued operations $ 2,881 $ 3,481

Non Operational Facilities

The Industrial Segment includes two previously shut-down facilities which were presented as discontinued operations in prior
years. These facilities include Perma-Fix of Pittsburgh (PFP) and Perma-Fix of Michigan (PFMI). Our decision to discontinue
operations at PFP was due to our reevaluation of the facility and our inability to achieve profitability at the facility. During
February 2006, we completed the remediation of the leased property and the equipment at PFP, and released the property back
to the owner. Our decision to discontinue operations at PEMI was principally a result of two fires that significantly disrupted
operations at the facility in 2003, and the facility’s continued drain on the financial resources of our Industrial Segment. As a
result of the discontinued operations at the PFMI facility, we were required to complete certain closure and remediation
activities pursuant to our RCRA permit, which were completed in January 2006. In September 2006, PFMI signed a Corrective
Action Consent Order with the State of Michigan, requiring performance of studies and development and execution of plans
related to the potential clean-up of soils in portions of the property. The level and cost of the clean-up and remediation are
determined by state mandated requirements. Upon discontinuation of operations in 2004, we engaged our
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engineering firm, SYA, to perform an analysis and related estimate of the cost to complete the RCRA portion of the
closure/clean-up costs and the potential long-term remediation costs. Based upon this analysis, we estimated the
cost of this environmental closure and remediation liability to be $2,464,000. During 2006, based on state-mandated
criteria, we re-evaluated our required activities to close and remediate the facility, and during the quarter ended June
30, 2006, we began implementing the modified methodology to remediate the facility. As a result of the reevaluation
and the change in methodology, we reduced the accrual by $1,182,000. We have spent approximately $710,000 for
closure costs since September 30, 2004, of which $81,000 has been spent during 2007 and $74,000 was spent in 2006. In the
4th quarter of 2007, we reduced our reserve by $9,000 as a result of our reassessment of the cost of remediation. We have
$563,000 accrued for the closure, as of December 31, 2007, and we anticipate spending $401,000 in 2008 with the remainder
over the next five years. Based on the current status of the Corrective Action, we believe that the remaining reserve is adequate
to cover the liability.

As of December 31, 2007, PFMI has a pension payable of $1,287,000. The pension plan withdrawal liability, is a result of the
termination of the union employees of PFMI. The PFMI union employees participate in the Central States Teamsters Pension
Fund ("CST"), which provides that a partial or full termination of union employees may result in a withdrawal liability, due
from PEMI to CST. The recorded liability is based upon a demand letter received from CST in August 2005 that provided for
the payment of $22,000 per month over an eight year period. This obligation is recorded as a long-term liability, with a current
portion of $158,000 that we expect to pay over the next year.

NOTE 7
PREFERRED STOCK ISSUANCE AND CONVERSION

Series B Preferred Stock

As partial consideration of the M&EC Acquisition, M&EC issued shares of its Series B Preferred Stock to stockholders of
M&EC having a stated value ofapproximately $1,285,000. No other shares of M&EC's Series B Preferred Stock are
outstanding. The Series B Preferred Stock is non-voting and non-convertible, has a $1.00 liquidation preference per share and
may be redeemed at the option of M&EC at any time after one year from the date of issuance for the per share price of $1.00.
Following the first 12 months after the original issuance of the Series B Preferred Stock, the holders of the Series B Preferred
Stock will be entitled to receive, when, as, and if declared by the Board of Directors of M&EC out of legally available funds,
dividends at the rate of 5% per year per share applied to the amount of $1.00 per share, which shall be fully cumulative. We
began accruing dividends for the Series B Preferred Stock in July 2002, and have accrued a total of approximately $354,000
since July 2002, of which $64,000 was accrued in each of the years ended December 31, 2003 to 2007.

Series 17 Preferred

As of January 1, 2002, Capital Bank held 2,500 shares of the Company’s Series 17 Preferred Stock, as agent for certain of its
accredited investors. The Series 17 Preferred was convertible into shares of Common Stock at any time at a conversion price of
$1.50 per share, subject to adjustment as set forth in the Certificate of Designations relating to the Series 17 Preferred. The
Series 17 Preferred had a “stated value” of $1,000 per share.

On September 30, 2005, the Company received a notice from Capital Bank GRAWE Gruppe, AG, dated September 26, 2005,
to convert the 2,500 issued and outstanding shares of the Company's Series 17 Class Q Convertible Preferred Stock (“Series
17”). Pursuant to the terms of the Series 17, the conversion resulted in the issuance of 1,666,667 shares of the Company's
common stock, $.001 par value (“Common Stock™) to Capital Bank, as agent for certain of its investors. In addition to
$125,000 of dividends paid in cash during 2005, the final dividend due on the Series 17 of approximately $30,000 for the
period from July 1, 2005 through the conversion date was paid in cash in October 2005. For the year ended December 31,
2005, dividends on the Series 17 were $92,000.
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NOTE 8
LONG-TERM DEBT

Long-term debt consists of the following at December 31, 2007 and 2006:

(Amounts in Thousands)

December
31,2007

December
31,2006

Revolving Credit facility dated December 22, 2000, borrowings based upon eligible
accounts receivable, subject to monthly borrowing base calculation, variable interest
paid monthly at prime rate plus ¥2% (8.00% at December 31, 2007), balance due in
September 2009.

Term Loan dated December 22, 2000, payable in equal monthly installments of
principal of $83, balance due in September 2009, variable interest paid monthly at
prime rate plus 1% (8.50% at December 31,2007).

Promissory Note dated June 25, 2001, payable in semiannual installments on June 30
and December 31 through December 31, 2008, variable interest accrues at the
applicable law rate determined under the IRS Code Section (10.0% on December 31,
2007) and is payable in one lump sum at the end of installment period.

Promissory Note dated June 25,2007, payable in monthly installments of principal of
$160 starting July 2007 and $173 starting July 2008, variable interest paid monthly at
prime rate plus 1.125% (8.625% at December 31, 2007)

Installment Agreement in the Agreement and Plan of Merger with Nuvotec and PEcoS,
dated April 27,2007, payable in three equal yearly installment of principal of $833
beginning June 2009. Interest accrues at annual rate of 8.25% on outstanding principal
balance starting June 2007 and payable yearly starting June 2008

Installment Agreement dated June 25,2001, payable in semiannual installments on June
30 and December 31 through December 31, 2008, variable interest accrues at the
applicable law rate determined under the Internal Revenue Code Section (10.0% on
December 31,2007) and is payable in one lump sum at the end of installment period.

Various capital lease and promissory note obligations, payable 2007 to 2012, interest at
rates ranging from 5.0% to 13.9%.

Less current portion of long-term debt

Less long-term debt related to assets held for sale

Revolving Credit and Term Loan Agreement

6.851

4,500

635

3,039

2,500

153

1,158

5,500

1,434

353

1,042

18,836
15,292
820

8,329
2,092
830

2,724

5,407

On December 22, 2000, we entered into a Revolving Credit, Term Loan and Security Agreement (“Agreement”) with PNC
Bank, National Association, a national banking association (“PNC”) acting as agent (“Agent”) for lenders, and as issuing bank.
The Agreement initially provided for a term loan (“Term Loan”) in the amount of $7,000,000, which requires principal
repayments based upon a seven-year amortization, payable over five years, with monthly installments of $83,000 and the

remaining unpaid

84




principal balance due on December 22, 2005. The Agreement also provided for a revolving line of credit (“Revolving
Credit”) with a maximum principal amount outstanding at any one time of $18,000,000, as amended. The Revolving
Credit advances are subject to limitations of an amount up to the sum of (a) up to 85% of Commercial Receivables
aged 90 days or less from invoice date, (b) up to 85% of Commercial Broker Receivables aged up to 120 days from
invoice date, (c) up to 85% of acceptable Government Agency Receivables aged up to 150 days from invoice date,
and (d) up to 50% of acceptable unbilled amounts aged up to 60 days, less (e) reserves the Agent reasonably deems
proper and necessary. Our revolving credit and term loan are collateralized by substantially all of the assets of the
Company, excluding the assets of PFNWR.

Effective March 25, 2005, the Company and PNC entered into an amended agreement (“Amendment No. 4”), which, among
other things, extends the $25 million credit facility through May 31, 2008. The other terms of the credit facility remain
principally unchanged, as a result of the amendment, with the exception of a 50 basis point reduction in the variable interest
rate on both loans. As of December 31, 2007, the excess availability under our Revolving Credit was $5,700,000 based on our
eligible receivables.

On June 29, 2005, we entered into an amendment (“Amendment No. 5”) to the Agreement. Pursuant to Amendment No. 5, PNC
increased our Term Loan by approximately $4.4 million, resulting in a Term Loan of $7 million. Under Amendment No. 3, the
Term Loan continues to be payable in monthly installments of approximately $83,000, plus accrued interest, with the
remaining unpaid principal balance and accrued interest, payable in May 2008, upon termination of the amended Agreement.
As part of Amendment No. 5, certain of our subsidiaries have modified or granted mortgages to PNC on their facilities, in
addition to the collateral previously granted to PNC under the Agreement. All other terms and conditions to the Agreement,
remain principally unchanged. We used the additional loan proceeds to prepay a $3.5 million unsecured promissory note,
which was due and payablein August 2005, and the balance was used for general working capital. Asa condition of
Amendments No. 4 and 5, we expensed the $140,000 fee to PNC.

Pursuant to the Agreement, as amended, the Term Loan bears interest at a floating rate equal to the prime rate plus 1%, and the
Revolving Credit at a floating rate equal to the prime rate plus ¥2%. We are subject to a prepayment fee of 1% until March 25,
2006, and ¥2% until March 25 if we elect to terminate the Agreement with PNC.

On June 12, 2007, we entered into Amendment No. 6 with PNC. Pursuant to Amendment No. 6, PNC provided Consent to the
Company’s acquisition of Nuvotec (n/k/a Perma-Fix Northwest, Inc.) and its wholly owned subsidiary, PEcoS (n/k/a Perma-Fix
Northwest Richland, Inc.), which was completed on June 13, 2007. PNC also provided consent for the Company to issue a
corporate guaranty for a portion of the debt being assumed as result of the acquisition. In addition, the Amendment provided
us with an additional $2,000,000 of availability via a sub-facility within our secured revolver loan. The availability from this
sub-facility will be amortized at a rate of $83,333 per month.

On July 18,2007, we entered into Amendment No. 7 with PNC, which extended the due date of the $25 million credit facility
entered into on December 22, 2000 from May 31, 2008 to August 29, 2008. Pursuant to the term of the Amendment, we may
terminate the agreement upon 60 days’ prior written notice upon payment in full of the obligation.

On November 2, 2007, we entered into Amendment No. 8 with PNC, which extended the due date of the $25 million credit
facility from August 29, 2008 to November 27, 2008. Pursuant to the term of the Amendment, we may terminate the agreement
upon 60 days’ prior written notice upon payment in full of the obligation.

On December 18,2007, we entered into Amendment No. 9 with PNC , which entitled the Company to pay off the collateralized
property sold from the sales proceeds upon the sale of each of the Industrial Segment
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facility, with any remaining proceeds to be used to pay off the term note and the revolver in such order. As a condition
of the amendment, we paid $10,000 fee to PNC.

On March 26, 2008, we entered into Amendment No. 10 with PNC, which extended the due date of the $25 million credit
facility from November 27, 2008 to September 30, 2009. Pursuant to the amendment, we may terminate the agreement upon 60
days’ prior written notice upon payment in full of the obligation. The amendment also waived the Company’s violation of the
fixed charge coverage ratio as of December 31,2007, as discussed below. In addition, the amendment changed our present
covenant to exclude certain allowable charges in determining our minimum fixed charge coverage ratio. As a condition to this
amendment, we have agreed to pay PNC a fee of $25,000.

Our credit facility with PNC contains financial covenants. A breach of any of these covenants, unless wavied by PNC, could
result in a default under our credit facility triggering our lender to immediately require the repayment of all outstanding debt
under our credit facility and terminate all commitments to extend further credit. In the past, none of our covenants have been
restrictive to our operations; however, in 2007, our fixed charge coverage ratio fell below the minimum requirement pursuant
to the covenant. We have obtained a waiver from our lender for this non-compliance as of December 31, 2007. At this time
however, we do not expect to be in compliance with the fixed charge coverage ratio as of the end of the first and second
quarters of 2008 and, as a result, we were required under generally accepted accounting principles to reclassify the long term
portion of this debt to current. Furthermore, we have a cross default provision on our 8.625% KeyBank National Association
promissory note and have reclassified the long term portion of that debt to current as well. If we are unable to meet the fixed
charge coverage ratio in the future, we believe that our lender will waive this non-compliance or will revise this covenant so
that we are in compliance; however, there is no assurance that we will be able to secure a waiver or revision from our lender. If
we fail to meet our fixed charge coverage ratio in the future and our lender does not waive the non-compliance or revise this
convenant so that we are in compliance, our lender could accelerate the repayment of borrowings under our credit facility. In
the event that our lender accelerates the payment of our borrowing, we may not have sufficient liquidity to repay our debt
under our credit facility and other indebtedness. In addition to the waiver that we have obtained from our lender for our non-
compliance of our fixed charge coverage ratio as of December 31,2007, our lender has amended our present covenant to
exclude certain allowable charges in determining our minimum fixed charge coverage ratio. This amendment may improve our
ability to maintain compliance of the fixed charge coverage ratio in the future.

Promissory Notes

In conjunction with our acquisition of M&EC, M&EC issued a promissory note for a principal amount of $3.7 million to
Performance Development Corporation (“PDC”), dated June 25, 2001, for monies advanced to M&EC for certain services
performed by PDC. The promissory note is payable over eight years on a semiannual basis on June 30 and December 31. The
note is due on December 31,2008, with principal repayment of $400,000 to be made in June 2008 and the remaining
$235,000 to be made by December 31, 2008. Interest is accrued at the applicable law rate (“Applicable Rate”) pursuant to the
provisions of section 6621 of the Internal Revenue Code of 1986 as amended (10% on December 31, 2007) and payable in one
lump sum at the end of the loan period. On December 31,2007, the outstanding balance was $2,704,000 including accrued
interest of approximately $2,069,000. PDC has directed M&EC to make all payments under the promissory note directly to the
IRS to be applied to PDC's obligations under its installment agreement with the IRS.
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In conjunction with our acquisition of Nuvotec (n/k/a Perma-Fix of Northwest, Inc.) and PEcoS (n/k/a Perma-Fix of Northwest
Richland, Inc.), (collectively called “PFNWR”) which was completed on June 13, 2007, we entered into a promissory note for a
principal amount of $4.0 million to KeyBank National Association, dated June 13, 2007, which represents debt assumed by us
as result of the acquisition. The promissory note is payable over a two years period with monthly principal repayment of
$160,000 starting July 2007 and $173,000 starting July 2008, along with accrued interest. Interest is accrued at prime rate plus
1.125%. On December 31, 2007, the outstanding principal balance was $3,039,000 and has been classified as current due to
this note’s cross provisions addressed above. This note is collateralized by the assets of PENWR as agreed to by PNC Bank and
the Company.

Installment Agreement

Additionally, M&EC entered into an installment agreement with the Internal Revenue Service (“IRS”) for a principal amount
0f $923,000 effective June 25,2001, for certain withholding taxes owed by M&EC. The installment agreement is payable over
eight years on a semiannual basis on June 30 and December 31. The agreement is due on December 31, 2008, with principal
repayments of approximately $100,000 to be made in June 2008 and the remaining $53,000 to be made by December 31,
2008. Interest is accrued at the Applicable Rate, and is adjusted on a quarterly basis and payable in lump sum at the end of the
installment period. On December 31,2007, the rate was 10%. On December 31, 2007, the outstanding balance was $652,000
including accrued interest of approximately $499,000.

Additionally, in conjunction with our acquisition of PENWR, we agreed to pay shareholders o f Nuvotec that qualified as
accredited investors pursuant to Rule 501 of Regulation D promulgated under the Securities Act of 1933, $2.5 million, with
principal payable in equal installment of $833,333 on June 30, 2009, June 30, 2010, and June 30, 2011. Interest is accrued on
outstanding principal balance at 8.25% starting in June 2007 and is payable on June 30, 2008, June 30, 2009, June 30, 2010,
and June 30,2011. As of December 31, 2007, we had accrued interest of approximately $110,000.

Notwithstanding our $11,403,000 reclassification from long-term to current as described above and in Note 20, the aggregate
approximate amount of the maturities of long-term debt maturing in future years as of December 31, 2007 for our continuing
operations, are $3,889,000 in 2008; $12,328,000 in 2009; $899,000 in 2010; $890,000 in 2011, and $10,000 in 2012. Our
reclassification to current results in the shifting of maturities from 2009 to 2008 by $11,403,000. Debt related to assets held for
sale totals $820,000 at December 31, 2007 and is due as follows: $403,000 in 2008; $180,000 in 2009; $110,000 in 2010;
$87,000 in 2011; $39,000 in 2012; and $1,000 in 2013.
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Capital Leases
The following table lists components of the capital leases as of December 31, 2007 of our continuing operations (in
thousands):

Captial Operating
Leases Leases
Year ending December 31:
2008 $ 114 % 677
2009 92 575
2010 65 486
2011 57 357
2012 10 150
Later years beyond — —
Total Minimum Lease Payments 338 $ 2,245
Less amount representing interest (effective interest rate of 8.572%) 49)
Less estimated executory costs —
Net minimum lease payments 289
Less current installments of obligations under capital leases 114
Obligations under capital leases excluding current
installments $ 175

As of December 31, 2007, our capital leases for our discontinued operations totals $820,000 and is due as follow: $403,000 in
2008; $180,000 in 2009; $110,000 in 2010; $87,000 in 2011; $39,000 in 2012; and $1,000 in 2013. Total future payment for
the operating leases of our discontinued operations totals $2,006,000 and is due as follow: $544,000 in 2008; $455,000 2009;
$387,000 in 2010; $372,000 in 2011; $200,000 in 2012; $41,000 in 2013; and $7,000 in 2014.

NOTE 9
ACCRUED EXPENSES

Accrued expenses at December 31 include the following (in thousands):

2007 2006
Salaries and employee benefits $ 3,106 $ 3,031
Accrued sales, property and other tax 469 722
Interest payable 2,769 44
Insurance payable 2,263 62
Other 600 891
Total accrued expenses $ 9,207 $ 4,750

NOTE 10
ACCRUED CLOSURE COSTS

We accrue for the estimated closure costs as determined pursuant to RCRA guidelines for all fixed-based regulated operating
and discontinued facilities, even though we do not intend to or have present plans to close any of our existing facilities. The
permits and/or licenses define the waste, which may be received at the facility in question, and the treatment or process used to
handle and/or store the waste. In addition, the
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permits and/or licenses specify, in detail, the process and steps that a hazardous waste or mixed waste facility must follow
should the facility be closed or cease operating as a hazardous waste or mixed waste facility. Closure procedures and cost
calculations in connection with closure of a facility are based on guidelines developed by the federal and/or state regulatory
authorities under RCRA and the other appropriate statutes or regulations promulgated pursuant to the statutes. The closure
procedures are very specific to the waste accepted and processes used at each facility. We recognize the closure cost as a
liability on the balance sheet. Since all our facilities are acquired facilities, the closure cost for each facility was recognized
pursuant to a business combination and recorded as part of the purchase price allocation of fair value to identifiable assets
acquired and liabilities assumed.

The closure calculation is increased annually for inflation based on RCRA guidelines, and for any approved changes or
expansions to the facility, which may result in either an increase or decrease in the approved closure amount. An increase
resulting from changes or expansions is recorded to expense over the term of such a renewed/expanded permit, generally five
(5) years, and annual inflation factor increases are expensed during the current year.

During 2007, the accrued long-term closure cost increased by $3,914,000 to a total of $8,739,000 as compared to the 2006
total of $4,825,000 for our continuing operations. This increase is principally a result of normal inflation factor increases as
well as the initial establishment of closure cost accrual for our newly acquired PENWR facility of $3,768,000. The accrued
long-term closure cost increased by $22,000 for our discontinued operations to a total of $589,000 in 2007 as compared to the
2006 total of $567,000 as result of normal inflation factor increases.

NOTE 11
ENVIRONMENTAL LIABILITIES

We have various remediation projects, which are currently in progress at certain of our permitted Industrial Segment facilities
(discontinued operations) owned and operated by our subsidiaries. These remediation projects principally entail the
removal/remediation of contaminated soil and, in some cases, the remediation o f surrounding ground water. Five of the
remedial clean-up projects in question were an issue for that facility for years prior to our acquisition of the facility and were
recognized pursuant to a business combination and recorded as part of the purchase price allocation to assets acquired and
liabilities assumed. Three of the facilities, (PFD, PFM, and PFSG) are RCRA permitted facilities, and as a result, the
remediation activities are closely reviewed and monitored by the applicable state regulators. Additionally, we recorded
environmental liabilities upon acquisition of PFMD and PFP in March 2004, which are not RCRA permitted facilities. We
have recognized our best estimate of such environmental liabilities upon the acquisition of these five facilities, as part of the
acquisition cost. In the normal course of our business, the operations will on occasion create a minor environmental
remediation issue, which will be evaluated and a corresponding remedial liability recorded. Minor environmental remediation
liabilities were recognized and recorded for the PFTS facility during 2004. As further discussed in the discontinued operations
footnote, we accrued environmental liabilities for PFMI, one of our two non-operating discontinued operations. See “Note 6~ —
“Discontinued Operations”.

At December 31, 2007, we had accrued environmental liabilities totaling $2,873,000, which reflects a decrease of $405,000
from the December 31, 2006, balance of $3,278,000. The decrease is a result of payments on the remediation projects and
decrease in our reserve due to our reevaluation of our remediation estimates and requirements. With the impending divestiture
of our Industrial Segment, we anticipate the environmental liabilities for all the facilities noted below will be part of the
divestiture with the exception of PFM, PFD, and PFMI, which will remain the financial obligations of the Company.
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The December 31,2007 current and long-term accrued environmental balance is recorded as follows:

Current Long-term

Accrual Accrual Total
PFD $ 285,000 $ 417,000 $ 702,000
PFM 225,000 251,000 476,000
PFSG 250,000 454,000 704,000
PFTS 7,000 30,000 37,000
PFMD — 391,000 391,000
PFMI 401,000 162,000 563,000
Total Liability $ 1,168,000 $ 1,705,000 $ 2,873,000

PFD

In June 1994, we acquired from Quadrex Corporation and/or a subsidiary of Quadrex Corporation (collectively, “Quadrex”)
three treatment, storage and disposal companies, including the PFD facility. The former owners of PFD had merged EPS with
PFD, which was subsequently sold to Quadrex. Through our acquisition of PFD in 1994 from Quadrex, we were indemnified by
Quadrex for costs associated with remediating this facility leased by PFD (“Leased Property”) but never used or operated by
PFD, which entails remediation of soil and/or groundwater restoration. The Leased Property used by EPS to operate its facility
is separate and apart from the property on which PFD's facility is located. In conjunction with the subsequent bankruptcy filing
by Quadrex, and our recording of purchase accounting for the acquisition of PFD, we recognized an environmental liability of
approximately $1,200,000 for the remediation of this leased facility. This facility has pursued remedial activities for the past
nine years and after evaluating various technologies, is seeking approval from appropriate governmental authority for the final
remedial process. During 2007, we incurred remedial expenditures of $28,000, which reduced the reserve. We have $702,000
accrued for the closure as of December 31, 2007, and we anticipate spending $285,000 in 2008 with the remainder over the
next four years. The Company has retained this liability upon the sale of PFD in March 2008.

PFM

Pursuant to our acquisition, effective December 31, 1993, of Perma-Fix of Memphis, Inc. (f/k/a American Resource Recovery,
Inc.), we assumed certain liabilities relative to the removal of contaminated soil and to undergo groundwater remediation at
the facility. Prior to our ownership of Perma-Fix of Memphis, Inc., the owners installed monitoring and treatment equipment to
restore the groundwater to acceptable standards in accordance with federal, state and local authorities. The groundwater
remediation at this facility has been ongoing since approximately 1990. With approval of a remediation approach in 2006,
Perma-Fix of Memphis, Inc. began final remediation of this facility in 2007. In 2007, we incurred remediation expenditure of
$323,000 and decreased our reserve by $2,000. We have $476,000 accrued for the closure as of December 31, 2007, and we
anticipate spending $225,000 in 2008 with the remainder over the next four years.

PFSG

During 1999, we recognized an environmental accrual of $2,199,000, in conjunction with the acquisition of PFSG. This
amount represented our estimate of the long- term costs to remove contaminated soil and to undergo groundwater remediation
activities at the PFSG acquired facility in Valdosta, Georgia. PFSG have overthe past four years, completed the initial
valuation, and selected the remedial process to be utilized. Approval to proceed with final remediation has not yet been
received from the appropriate agency. Remedial activities began in 2003. In 2007, we increased our reserve by approximately
$53,000, a result of reassessment on the cost of remediation, which was partially offset by expenditures of $15,000. We have
$704,000 accrued for the closure, as of December 31, 2007, and we anticipate spending $250,000 in 2008 with the remainder
over the next five years.
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PFTS

In conjunction with an oil spill, we accrued approximately $69,000 to remediate the contaminated soil and ground water at
this location. For the year ended December 31, 2007, we did not incur any remediation expense or make any adjustments to
our remediation reserve. We have $37,000 accrued for the closure as of December 31,2007, and we anticipate spending $7,000
in 2008 with the remainder over the next four years.

PFMI

As a result of the discontinued operations at the PFMI facility, we were required to complete certain closure and remediation
activities pursuant to our RCRA permit, which were completed in January 2006. In September 2006, PFMI signed a Corrective
Action Consent Order with the State of Michigan, requiring performance of studies and development and execution of plans
related to the potential clean-up of soils in portions of the property. The level and cost of the clean-up and remediation are
determined by state mandated requirements. Upon discontinuation of operations in 2004, we engaged our engineering firm,
SYA, to perform an analysis and related estimate of the cost to complete the RCRA portion of the closure/clean-up costs and
the potential long-term remediation costs. Based upon this analysis, we estimated the cost of this environmental closure and
remediation liability to be $2,464,000. During 2006, based on state-mandated criteria, we re-evaluated our required activities
to close and remediate the facility, and during the quarter ended June 30, 2006, we began implementing the modified
methodology to remediate the facility. As a result of the reevaluation and the change in methodology, we reduced the accrual
by $1,182,000. We have spent approximately $710,000 for closure costs since September 30, 2004, of which $81,000 has been

spent during 2007 and $74,000 was spent in 2006. In the 4th quarter of 2007, we reduced our reserve by $9,000 as a result of
our reassessment of the cost of remediation. We have $563,000 accrued for the closure, as of December 31, 2007, and we
anticipate spending $401,000 in 2008 with the remainder over the next five years. Based on the current status of the
Corrective Action, we believe that the remaining reserve is adequate to cover the liability.

PFMD

In conjunction with the acquisition of PFMD in March 2004, we accrued for long-term environmental liabilities of $391,000
as a best estimate of the cost to remediate the hazardous and/or non-hazardous contamination on certain properties owned by
PFMD. This balance remained $391,000 at December 31, 2007. As previously discussed, we sold substantially all of the assets
of the Maryland facility during the first part of 2008. In connection with this sale, the buyer agreed to assume all obligations
and liabilities for environmental conditions a tthe Maryland facility except for fines, assessments, or judgments to
governmental authorities prior to the closing of the transaction or third party tort claims existing prior to the closing of the
sale.

We performed, or had performed, due diligence on each of these environmental projects, and also reviewed/utilized reports
obtained from third party engineering firms who have been either engaged by the prior owners or by us to assist in our review.
Based upon our expertise and the analysis performed, we have accrued our best estimate of the cost to complete the remedial
projects. No insurance or third party recovery was taken into account in determining our cost estimates or reserve, nor do our
cost estimates or reserves reflect any discount for present value purposes. We do not believe that any adverse changes to our
estimates would be material to us. The circumstances that could affect the outcome range from new technologies, that are
being developed every day that reduce our overall costs, to increased contamination levels that could arise as we complete
remediation which could increase our costs, neither of which we anticipate at this time.
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NOTE 12
INCOME TAXES

Income tax from the continuing operations for the years ended December 31, consisted of the following (in thousands):

2007 2006 2005
Current:
Federal $ — 83 $ 50
State — 424 382
Total income tax expense $ — $ 507 § 432

We had temporary differences and net operating loss carry forwards, which gave rise to deferred tax assets and liabilities at
December 31, as follows (in thousands):

2007 2006
Deferred tax assets:
Net operating losses $ 7724 $ 5,315
Environmental and closure reserves 2,770 1,896
Impairment of assets 10,015 7,611
Other 2,167 1,582
Valuation allowance (14,237) (10,970)
Deferred income tax assets $ 8,439 $ 5,434
Deferred tax liabilities:
Depreciation and amortization (8,439) (5,434)
Total deferred income tax liability — —
Net deferred income tax asset $ — $ —

An overall reconciliation between the expected tax benefit using the federal statutory rate of 34% and the provision for
income taxes as reported in the accompanying consolidated statements of operations is provided below. On a percentage basis,
the reconciliation approximates that of continuting operations as well.

2007 2006 2005
Tax (benefit) expense at statutory rate $ (3,131) $ 1,831 $ 1,400
State taxes, net of federal benefit 114 153 252
Permanent items 573 — —
Other 30 284 (39)
Increase (decrease) in valuation allowance 2414 (1,761) (1,181)
Provision for income taxes $ — $ 507 $ 432

Effective January 1, 2007, the Company adopted the provisions of FIN No. 48, Accounting for Uncertainty in Income Taxes.
FIN No. 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements in
accordance with SFAS No. 109, Accounting for Income Taxes. FIN No. 48 prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken orexpected to be taken in a tax
return. This pronouncement also provides guidance on de-recognition, classification, interest and penalties, accounting in
interim periods, disclosure and transition. The adoption of FIN No. 48 did not result in the identification of material uncertain
tax positions through December 31, 2007.
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The Company has provided a valuation allowance on substantially all of its deferred tax assets. The Company will continue to
monitor the realizability of these net deferred tax assets and will reverse some or all of the valuation allowance as appropriate.
In making this determination, the Company considers a number of factors including whether there is a historical pattern of
consistent and significant profitability in combination with the Company’s assessment of forecasted profitability in the future
periods. Such patterns and forecasts allow us to determine whether our most significant deferred tax assets such a s net
operating losses will more likely than not be realizable in future years,in whole or in part. These deferred tax assets in
particular will require us to generate significant taxable income in the applicable jurisdictions in future years in order to
recognize their economic benefits. At this point, the Company does not believe that it has enough positive evidence to
conclude that someo rall of the valuation allowance on deferred tax assets should be reversed. However, facts and
circumstances could change in future years and at such point the Company may reverse the allowance as appropriate. Our
valuation allowance increased (decreased) by approximately$2,414,000, $(1,761,000), and $(1,181,000) for the years ended
December 31, 2007, 2006, and 2005, respectively, which represents the effect of changes in the temporary differences and net
operating losses (NOLs), as amended. Included in deferred tax assets is an impairment o f assets for $10,015,000, of which
approximately $7,162,000 is in conjunction with our acquisition of DSSI in August 2000 and approximately $2,853,000 is in
conjunction with impairment of assets related to our discontinued operations. This deferred tax asset is a result of an
impairment charge related to fixed assets and goodwill of approximately $25,155,000 recorded by DSSI in 1997 prior to our
acquisition of DSSI. We have recorded approximately $7,855,000 of asset impairment related to the discontinued operations
of our Industrial Segment, of which $6,367,000 and $1,488,000 was recorded in 2007 and 2006, respectively. This write-off
will not be deductible for tax purposes until the assets are disposed.

We have estimated net operating loss carryforwards (NOL's) for federal income tax purposes of approximately $22,719,000 at
December 31, 2007 for continuing operations. These net operating losses can be carried forward and applied against future
taxable income, if any, and expire in the years 2008 through 2024. However, as a result of various stock offerings and certain
acquisitions, the use of these NOLs will be limited under the provisions of Section 382 of the Internal Revenue Code of 1986,
as amended. According to Section 382, we have approximately $11.8 million in total NOLs available to offset consolidated
taxable income for the tax year ended December 31, 2007. Additionally, NOLs may be further limited under the provisions of
Treasury Regulation 1.1502-21 regarding Separate Return Limitation Years.

NOTE 13
CAPITAL STOCK, EMPLOYEE STOCK PLAN AND INCENTIVE COMPENSATION

Employee Stock Purchase Plan

Atour Annual Meeting of Stockholders held on July 29, 2003, our stockholders approved the adoption of the Perma-Fix
Environmental Services, Inc. 2003 Employee Stock Purchase Plan. The plan provides our eligible employees an opportunity
to become stockholders and purchase our Common Stock through payroll deductions. The maximum number of shares
issuable under this plan is 1,500,000. The Plan authorized the purchase of shares two times per year, at an exercise price per
share of 85% of the market price of our Common Stock on the offering date of the period or on the exercise date of the period,
whichever is lower. The first purchase period commenced July 1, 2004. The following table details the resulting employee
stock purchase totals.
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Shares

Purchase Period Proceeds Purchased
July 1 — December 31, 2004 $ 47,000 31,287
January 1 — June 30, 2005 51,000 33,970
July 1 — December 31, 2005 44,000 31,123
$ 142,000 96,380

On May 15, 2006, the Board of Directors of the Company terminated the 2003 Employee Stock Purchase Plan due to lack of
employee participation and the cost of managing the plan. The Plan allows the Board of Directors to terminate the Plan at
anytime without prior notice to the participants and without liability to the participants. A total 0£96,380 shares had been
purchased under the Plan prior to the Plan’s termination, of which 65,257 shares of our Common Stock were issued in 2005
and 31,123 shares of Common Stock were issued in 2006. Upon termination of the Plan, the balance, if any, then standing to
the credit of each participant in the participant stock purchase stock purchase account was refunded to the participant.

Employment Options

During October 1997, Dr. Centofanti, our current Chairman of the Board, President and Chief Executive Officer, entered into
an Employment Agreement, which expired in October 2000 and provided for, the issuance of Non-qualified Stock Options
(“Non-qualified Stock Options”). The Non-qualified Stock Options provide Dr. Centofanti with the right to purchase an
aggregate of 300,000 shares of Common Stock as follows: (i) after one year 100,000 shares of Common Stock at a price of
$2.25 per share, (ii) after two years 100,000 shares of Common Stock at a price of $2.50 per share, and (iii) after three years
100,000 shares of Common Stock at a price of $3.00 per share. The 300,000 Non-qualified Stock Options expired and were
forfeited by Dr. Centofanti in October 2007.

Stock Option Plans

On December 16, 1991, we adopted a Performance Equity Plan (the “Plan”), under which 500,000 shares of our Common Stock
is reserved for issuance, pursuant to which officers, directors and key employees are eligible to receive incentive or Non-
qualified stock options. Incentive awards consist of stock options, restricted stock awards, deferred stock awards, stock
appreciation rights and other stock-based awards. Incentive stock options granted under the Plan are exercisable for a period of
up to ten years from the date of grant at an exercise price which is not less than the market price of the Common Stock on the
date of grant, except that the term of an incentive stock option granted under the Plan to a stockholder owning more than 10%
of the then-outstanding shares of Common Stock may not exceed five years and the exercise price may not be less than 110%
of the market price of the Common Stock on the date of grant. All grants of options under the Performance Equity Plan have
been made at an exercise price equal to the market price of the Common Stock at the date of grant. On December 16, 2001, the
Plan expired. No new options will be issued under the Plan, but the options issued under the Plan prior to the expiration date
will remain in effect until their respective maturity dates.

Effective September 13, 1993, we adopted a Non-qualified Stock Option Plan pursuant to which officers and key employees
can receive long-term performance-based equity interests in the Company. The maximum number of shares of Common Stock
as to which stock options may be granted in any year shall not exceed twelve percent (12%) of the number of common shares
outstanding on December 31 of the preceding year, less the number of shares covered by the outstanding stock options issued
under our 1991 Performance Equity Plan as of December 31 of such preceding year. The option grants under the plan are
exercisable for a period of up to ten years from the date of grant at an exercise price, which is not less than the market price of
the Common Stock at date of grant. On September 13, 2003, the plan expired. No new options will be issued under this plan,
but the options issued under the Plan prior to the expiration date will remain in effect until their respective maturity dates.
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Effective December 12, 1993, we adopted the 1992 Outside Directors Stock Option Plan, pursuant to which options to
purchase an aggregate of 100,000 shares of Common Stock had been authorized. This plan provides for the grant of options to
purchase up to 5,000 shares of Common Stock for each of our outside directors upon initial election and each re-election. The
plan also provides for the grant of additional options to purchase up to 10,000 shares of Common Stock on the foregoing terms
to each outside director upon initial election to the Board. The options have an exercise price equal to the closing trading
price, or, if not available, the fair market value of the Common Stock on the date of grant. During our annual meeting held on
December 12, 1994, the stockholders approved the Second Amendment to our 1992 Outside Directors Stock Option Plan
which, among other things, (i) increased from 100,000 to 250,000 the number of shares reserved for issuance under the plan,
and (ii) provides for automatic issuance to each of our directors, who is not our employee, a certain number of shares of
Common Stock in lieu of 65% of the cash payment of the fee payable to each director for his services as director. The Third
Amendment to the Outside Directors Plan, as approved at the December 1996 Annual Meeting, provided that each eligible
director shall receive, at such eligible director's option, either 65% or 100% of the fee payable to such director for services
rendered to us as a member of the Board in Common Stock. In either case, the number of shares of our Common Stock issuable
to the eligible director shall be determined by valuing our Common Stock at 75% of its fair market value as defined by the
Outside Directors Plan. The Fourth Amendment to the Outside Directors Plan, was approved at the May 1998 Annual Meeting
and increased the number of authorized shares from 250,000 to 500,000 reserved for issuance under the plan.

Effective July 29, 2003, we adopted the 2003 Outside Directors Stock Plan, which was approved by our stockholders at the
Annual Meeting of Stockholders on such date. A maximum of 1,000,000 shares of our Common Stock are authorized for
issuance under this plan. The plan provides for the grant of an option to purchase up to 30,000 shares of Common Stock for
each outside director upon initial election to the Board of Directors, and the grant of an option to purchase up to 12,000 shares
of Common Stock upon each reelection. The options granted generally have vesting period of six months from the date of
grant, with exercise price equal to the closing trade price on the date prior to grant date. The plan also provides for the issuance
to each outside director a number of shares of Common Stock in lieu of 65% or 100% of the fee payable to the eligible director
for services rendered as a member of the Board of Directors. The number of shares issued is determined at 75% of the market
value as defined in the plan.

Effective July 28, 2004, we adopted the 2004 Stock Option Plan, which was approved by our stockholders at the Annual
Meeting of Stockholders on such date. The plan provides for the grants of options to selected officers and employees,
including any employee who is also a member of the Board of Director of the Company. A maximum of 2,000,000 shares of
our Common Stock are authorized for issuance under this plan in the form of either incentive or non-qualified stock options.
The option grants under the plan are exercisable for a period of up to 10 years from the date of grant at an exercise price of not
less than market price of the Common Stock at grant date.

Effective on January 1, 2006, we began accounting for employee and director stock options pursuant to SFAS 123R, which
requires all share-based payments to employees, including grants of employee stock options, to be recognized in the income
statement based on their fair values. Pursuant to our adoption of SFAS 123R we began recognizing compensation expense for
all unvested stock options. Prior to adopting SFAS 123R we applied APB Opinion 25, “Accounting for Stock Issued to
Employees,” and related interpretations in accounting for options issued to employees and directors. Accordingly, prior to
2006, no compensation cost was recognized for options granted to employees and directors at exercise prices, which equaled
or exceeded the market price of our Common Stock at the date of grant. Pursuant to the standards in SFAS 123R and our belief
that it is in the best interest of our stockholders to reduce future compensation expense, in July 2005 we accelerated the
vesting of all unvested employee stock options outstanding at that date. As of December 31, 2007, we have 659,334 unvested
options outstanding. See “Note 2” for further discussion on SFAS 123R.
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During 2007, we issued 234,927 shares of our Common Stock upon exercise of 237,225 employee stock options, at exercise
prices from $1.25 to $2.19 per share. An optionee surrendered 2,298 shares of personally held Common Stock of the Company
as payment for the exercise of the 4,000 options. Total proceeds received during 2007 for option exercises totaled
approximately $418,000. We issued 433,500 shares of our Common Stock upon exercise of 433,500 employee options in
2006, resulting in total proceeds of approximately $575,000. During 2005, we issued 55,800 shares of Common Stock upon
exercise of 55,800 employee options, resulting in total proceeds of approximately $70,000.
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Summary of the status of options under the plans as of December 31, 2007, 2006, and 2005 and changes during the years
ending on those dates is presented below:

2007 2006 2005
Weighted Weighted Weighted
Average Average Average
Exercise Intrinsic Exercise Intrinsic Exercise Intrinsic
Shares Price  Value ®  Shares Price  Value ®  Shares Price  Value @
Performance Equity
Plan:
Balance at beginning
of year 12,000 $ 125 % — 27,000 $ 1.16 $ — 35,600 $ 1.18 $ —
Exercised (3,000) 1.25 5,470 (14,000) 1.07 12,940 (8,600) 1.25 10,576
Forfeited — — — (1,000) 1.25 — — — —
Balance at end of
year N 9,000 1.25 5,470 12,000 1.25 12,940 27,000 1.16 10,576
Options exercisable
at year end 9,000 1.25 — 12,000 1.25 — 27,000 1.16 —
Non-qualified Stock
Option Plan:
Balance at beginning
of year 1,297,750 $ 1.85 % — 1,989,250 $ 1.78 $ — 2,151,850 $ 1.81 $ —
Granted — — — — — — — — —
Exercised (119,391) 191 112,546 (419,500) 1.34 287,328 (37,200) 1.21 43,112
Forfeited (3,500) 1.72 —  (272,000) 2.13 —  (125,400) 2.51 —
Balance at end of
year 1,174,859 1.85 112,546 1,297,750 1.85 287,328 1,989,250 1.78 43,112
Options exercisable
at year end 1,174,859 1.85 1.85 1,297,750 1.85 — 1,989,250 1.78 —
1992 Outside Directors
Stock Plan:
Balance at beginning
of year 165,000 $§ 2.05 $ — 200,000 $ 2.00 $ — 220,000 $ 2.11% —
Granted — — — — — — — — —
Forfeited (15,000) 2.13 = (35,000) 1.75 = (20,000) 3.25 =
Balance at end of
year __ 150,000 2.04 — 165,000 2.05 — 200,000 2.00 —
Options exercisable
at year end 150,000 2.04 — 165,000 2.05 — 200,000 2.00 —
2003 Qutside Directors
Stock Plan:
Balance at beginning
of year 324,000 $ 1.94 % — 234,000 $ 1.85 % — 162,000 $ 1.86 $ —
Granted 102,000 2.95 = 90,000 2.15 = 72,000 1.84 =
Balance at end of
year __ 426,000 2.18 — 324,000 1.94 — 234,000 1.86 —
Options exercisable
at year end 324,000 1.94 — 234,000 1.85 = 162,000 1.86 =
Weighted average

fair value of options

granted during the

year at exercise prices

which equal market

price of stock at date

of grant 102,000 2.30 — 90,000 1.74 — 72,000 1.08 —



2004 Stock Option

Plan:

Balance at beginning

of year 1,018,000 $ 1.82 % — 96,500 $ 144 % — 106,500 $ 144 %
Granted — — — 978,000 1.86 — — —
Exercised (114,834) 1.68 134,901 = - - (10,000) 1.44
Forfeited (72,999) 1.86 — (56,500) 1.77 — — —

Balance at end of

year 830,167 1.84 134,901 1,018,000 1.82 — 96,500 1.44

Options exercisable

at year end 272,833 1.80 — 85,000 1.44 — 96,500 —

Weighted average

fair value of options

granted during the

year at exercise prices

which equal market

price of stock at date

of grant — — — 978,000 87 — — —

(a) Represents the difference between the market price and the exercise price at date of exercise.
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The following table summarizes information about options under the plans outstanding at December 31, 2007:

Options Outstanding Options Exercisable
Number Weighted Number
Outstanding  Average Weighted Exercisable Weighted
At Remaining Average At Average
Dec.31, Contractual  Exercise Dec. 31, Exercise
Description and Range of Exercise Prices 2007 Life Price 2007 Price
Performance Equity Plan:
1998 Awards ($1.25) 9,000 8 years $ 1.25 9,000 $ 1.25
9,000 .8 years 1.25 9,000 1.25
Non-Qualified Stock Option Plan:
1998 Awards ($1.25) 20,000 .8 years 1.25 20,000 1.25
2000 Awards ($1.25-$1.50) 185,000 2.3 years 1.27 185,000 1.27
2001 Awards ($1.75) 487,000 3.3 years 1.75 487,000 1.75
2003 Awards ($2.19) 482,859 5.2 years 2.19 482,859 2.19
1,174,859 3.8 years 1.85 1,174,859 1.85
2004 Stock Option Plan:
2004 Awards ($1.44) 37,500 6.8 years 1.44 37,500 1.44
2006 Awards ($1.85-$1.86) 792,667 4.2 years 1.86 235333 1.86
830,167 4.3 years 1.84 272,833 1.80
1992 Outside Directors Stock Option Plan:
1998 Awards ($1.375) 15,000 4 years 1.38 15,000 1.38
1999 Awards ($1.22-$1.25) 35,000 1.7 years 1.24 35,000 1.24
2000 Awards ($1.69) 15,000 2.9 years 1.69 15,000 1.69
2001 Awards ($2.43-$2.75) 30,000 3.6 years 2.59 30,000 2.59
2002 Awards ($2.58-$2.98) 40,000 4.6 years 2.73 40,000 2.73
2003 Awards ($2.02) 15,000 5.3 years 2.02 15,000 2.02
150,000 3.2 years 2.04 150,000 2.04
2003 Outside Directors Stock Plan:
2003 Awards ($1.99) 90,000 5.6 years 1.99 90,000 1.99
2004 Awards ($1.70) 72,000 6.6 years 1.70 72,000 1.70
2005 Awards ($1.84) 72,000 7.6 years 1.84 72,000 1.84
2006 Awards ($2.15) 90,000 8.6 years 2.15 90,000 2.15
2007 Awards ($2.95) 102,000 9.6 years 2.95 — —
426,000 8.1 years 2.18 324,000 1.94
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The summary of the Company’s total Plans, as noted on the previous page, as of December 31, 2007 and changes during the
period then ended is presented as follows:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term Value
Options outstanding January 1, 2007 2,816,750 $ 1.86
Granted 102,000 2.95
Exercised (237,225) 1.79
Forfeited (91,499) 1.90
Options outstanding end of period 2,590,026 ¢ 191 46years $ 1,516,720
Options exerciseable at December 31, 2007 1,930,692 ¢ 1.87 44years $§ 1,176,079
Options vested and expected to vest at December 31,
2007 2,548,319 ¢ 191 46years $§ 1,491,278

Shares Reserved
At December 31, 2007, we have reserved approximately 2.6 million shares of Common Stock for future issuance under all of
the above option arrangements.

Warrants

We have issued various Warrants pursuant to acquisitions, private placements, debt and debt conversion and to facilitate
certain financing arrangements. The Warrants principally are for a term of three to five years and entitle the holder to purchase
one share of Common Stock for each warrant at the stated exercise price.

We issued no warrants in 2005, 2006, and 2007. During 2007, we issued 563,633 shares of Common Stock upon exercise of
1,281,731 warrants on a cashless basis, resulting in the surrendering of the remaining 718,098 warrants. In addition, 1,775,638
warrants expired in 2007. We received $54,000 from repayment of stock subscription resulting from exercise of warrants to
purchase 60,000 shares of our Common Stock on loan by the Company at an arms length basis in 2006. As of December 31,
2007, we have no outstanding warrants for the purchase of our Common Stock. During 2006, a total of 6,673,290 shares of
Common Stock were issued upon the exercise of 6,904,149 warrants, both on a cash and cashless basis and on a loan by the
Company on an arms length basis. We received proceeds of $11,460,000 for the exercises, and 306,262 warrants expired.
During 2005, a total of 2,497,512 warrants were exercised on a cash and cashless basis resulting in issuance of 1,197,766
shares of Common Stock for proceeds in the amount of $937,000 and 25,293 warrants expired.

Put Options

In 2001, we entered into an Option Agreement with AMI and BEC, dated July 31, 2001 (the "Option Agreement"). Pursuant to
the Option Agreement, we granted each purchaser an irrevocable option requiring us to purchase any of the Warrants or the
shares of Common Stock issuable under the Warrants (the "Warrant Shares") then held by the purchaser (the "Put Option"). The
Put Option could be exercised at any time commencing July 31, 2004, and ending July 31, 2008. In addition, each purchaser
granted to us an irrevocable option to purchase all the Warrants or the Warrant Shares then held by the purchaser (the
"Call Option"). The Call Option could be exercised at any time commencing July 31, 2005, and ending July 31, 2008. The
purchase price under the Put Option and the Call Option was based on the quotient obtained by dividing (a) the sum of
six times our consolidated EBITDA for the period of the 12 most recent consecutive months minus Net Debt plus the
Warrant Proceeds by (b) our Diluted Shares (as the terms EBITDA, Net Debt, Warrant Proceeds, and Diluted Shares are defined
in the Option Agreement). On November 8, 2007, BEC exercised the 569,658 Warrants on a cashless basis, resulting in
issuance of 273,321
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shares of Common Stock and on December 31, 2007, AMI exercised the 712,073 Warrants on a cashless basis,
resulting in issuance of 290,312 shares of Common Stock, with the remaining warrants forfeited. At December 31,
2006 and for the life of the Put Option to the warrant exercise date, this instrument has been measured regularly to
have no value and thus no liability has been recorded. As result of the exercises by BEC and AMI, the Company has
no further obligations under the “Option Agreement”.

NOTE 14
COMMITMENTS AND CONTINGENCIES

Hazardous Waste

In connection with our waste management services, we handle both hazardous and non-hazardous waste, which we transport to
our own, or other facilities for destruction or disposal. As a result of disposing of hazardous substances, in the event any
cleanup is required, we could be a potentially responsible party for the costs of the cleanup notwithstanding any absence of
fault on our part.

Perma-Fix of Dayton, Inc. (“PFD”)

A subsidiary within our Industrial Segment, PFD was defending a lawsuit styled Barbara Fisher v. Perma-Fix of Dayton, Inc.,
in the United States District Court, Southern District of Ohio (the “Fisher Lawsuit”). This citizen’s suit was brought under the
Clean Air Act alleging, among other things, violations by PFD of state and federal clean air statutes connected with the
operation of PFD’s facility located in Dayton, Ohio. As further previously disclosed, the U.S. Department of Justice, on behalf
of the Environmental Protection Agency, intervened in the Fisher Lawsuit alleging, among other things, substantially similar
violations alleged in the Fisher Lawsuit (the “Government’s Lawsuit”).

During December 2007, PFD and the federal government entered into a Consent Decree formalizing settlement of the
government’s portion of the above described lawsuit, which Consent Decree was approved by the federal court during the first
quarter of 2008. Pursuant to the Consent Decree, the settlement with the federal government resolved the government’s claims
against PFD and requires PFD to:

e pay acivil penalty of $360,000;

e complete three supplemental environmental projects costing not less than $562,000 to achieve air emission controls
that go above and beyond those required by any current environmental regulations.

e implement a variety of state and federal air permit pollution control measures; and

take a variety of voluntary steps to reduce the potential for emissions of air pollutants.

During December 2007, PFD and Plaintiff, Fisher, entered into a Settlement Agreement formalizing settlement of the Plaintiff’s
claims in the above lawsuit. The settlement with Plaintiff Fisher resolved the Plaintiff’s claims against PFD and, subject to
certain conditions set forth in the Settlement Agreement, requires PFD to pay a total of $1,325,000. Our insurer has agreed to
contribute $662,500 toward the settlement cost of the citizen’s suit portion of the litigation, which we received on March 13,
2008. Based on discussion with our insurer, our insurer will not pay any portion of the settlement with the federal government
in the Government Lawsuit.

In connection with PFD’s sale of substantially all of its assets during March, 2008, as discussed “Subsequent Event, the buyer
has agreed to assume certain of PFD’s obligations under the Consent Decree and Settlement Agreement, including, without
limitation, PFD’s obligation to implement supplemental environmental projects costing not less than $562,000, implement a
variety of state and federal air permit control measures and reduce the potential for emissions of air pollutants.
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As of the December 31, 2007, we have recorded a total of $1,625,000 of reserves in our discontinued operations for settlement
by PFD of the Fisher Lawsuit and the Government Lawsuit.

As previously reported, on April 12, 2007 our insurer agreed to reimburse PFD forreasonable defense costs of litigation
incurred prior to our insurer’s assumption of the defense, but this agreement to defend and indemnify PFD was subject to the
our insurer’s reservation of its rights to deny indemnity pursuant to various policy provisions and exclusions, including,
without limitation, payment of any civil penalties and fines, as well as our insurer’s right to recoup any defense cost it has
advanced if our insurer later determines that its policy provides no coverage. When, our insurer withdrew its prior coverage
denial and agreed to defend and indemnify PFD in the above described lawsuits, subject to certain reservation of rights, we had
incurred more than $2.5 million in costs in vigorously defending against the Fisher and the Government Lawsuits. To date, our
insurer has reimbursed PFD approximately $2.5 million for legal defense fees and disbursements, which we recorded as a
recovery within our discontinued operations in the second quarter of 2007. Partial reimbursement from our insurer of $750,000
was received on July 11,2007. A second reimbursement of approximately $1.75 million was received on August 17,2007. Our
insurer has advised us that they will reimburse us for approximately another $82,000 in legal fees and disbursements, which we
recorded as a recovery in our discontinued operations. The reimbursement is subject to our insurer’s reservation of rights as
noted above. On February 12, 2008, we received reimbursement of approximately $24,000 from AIG. We anticipate receiving
the remaining reimbursement by the end of the second quarter of 2008.

Perma-Fix of Orlando, Inc. (“PFO”)

In 2007, PFO was named as a defendant in four cases related to a series of toxic tort cases, the “Brottem Litigation” that are
pending in the Circuit Court of Seminole County, Florida. All of the cases involve allegations of toxic chemical exposure at a
former telecommunications manufacturing facility located in Lake Mary, Florida, known generally as the “Rinehart Road
Plant”. PFO is presently a defendant, together with numerous other defendants, in the following four cases: Brottem v. Siemens,
et al.; Canada v. Siemens et al.; Bennett v. Siemens et al. and the recently filed Culbreath v. Siemens et al. All of the cases seek
unspecified money damages for alleged personal injuries or wrongful death. With the exception of PFO, the named defendants
are all present or former owners of the subject property, including several prominent manufacturers that operated the Rinehart
Road Plant. The allegations in all of the cases are essentially identical.

The basic allegations are that PFO provided “industrial waste management services” to the Defendants and that PFO
negligently “failed to prevent” the discharge of toxic chemicals or negligently “failed to warn” the plaintiffs about the dangers
presented by the improper handling and disposal of chemicals at the facility. The complaints make no attempt to specify the
time and manner of the alleged exposures in connection with PFO’s “industrial waste management services.” PFO has moved
to dismiss for failure to state a cause of action.

At this time, the cases involve a large number of claims involving personal injuries. At this very early stage, it is not possible
to accurately assess PFO’s potential liability. Our insurer has agreed to defend and indemnify us in these lawsuits, excluding
our deductible of $250,000, subject to a reservation of rights to deny indemnity pursuant to various provisions and exclusions
under our policy.

Perma-Fix of Dayton (“PFD”), Perma-Fix of Florida (“PFF”), Perma-Fix of Orlando (“PFO”), Perma-Fix of South Georgia
(“PFSG”), and Perma-Fix of Memphis (“PFM”)

In May 2007, the above facilities were named Partially Responsible Parties (“PRPs”) at the Marine Shale Superfund site in St.
Mary Parish, Louisiana (“Site”). Information provided by the EPA indicates that, from 1985 through 1996, the Perma-Fix
facilities above were responsible for shipping 2.8% of the total waste volume received by Marine Shale. Subject to finalization
of this estimate by the PRP group, PFF, PFO and PFD could be considered de-minimus at .06%, .07% and .28% respectively.
PFSG and PFM would be
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major at 1.12% and 1.27% respectively. However, at this time the contributions of all facilities are consolidated.

As of the date of this report, Louisiana DEQ (“LDEQ”) has collected approximately $8.4 million for the remediation of the site
and is proceeding with the remediation of the site. The EPA’s unofficial estimate to remediate the site is between $9 and $12
million; however, based on preliminary outside consulting work hired by the PRP group, which we are a party to, the
remediation costs can be below EPA’s estimation. As part of the PRP Group, we have paid an initial assessment of $10,000 in
the fourth quarter of 2007, which was allocated among the facilities. As of the date of this report, we cannot accurately access
our liability. The Company records its environmental liabilities when they are probable of payment and can be estimated
within a reasonable range. Since this contingency currently does not meet this criteria, a liability has not been established.

In addition to the above matters and in the normal course of conducting our business, we are involved in various other
litigations. We are not a party to any litigation or governmental proceeding which our management believes could result in
any judgments or fines against us that would have a material adverse affect on our financial position, liquidity or results of
future operations.

Pension Liability

We had a pension withdrawal liability of $1,287,000 at December 31, 2007, based upon a withdrawal letter received from
Central States Teamsters Pension Fund (“CST”),resulting from the termination of the union employees at PFMI and a
subsequent actuarial study performed. In August 2005, we received a demand letter from CST, amending the liability to
$1,629,000, and provided for the payment of $22,000 per month over an eight year period.

Operating Leases

We lease certain facilities and equipment under operating leases. Future minimum rental payments as of December 31, 2007,
required under these leases for our continuing operations are $677,000 in 2008, $575,000 in 2009, $486,000 in 2010,
$357,000in 2011, and $150,000 in years after 2012. Total future minimum payment as of December 31, 2007 for our
discontinued operations is $2,006,000 and is due as follows: $544,000 in 2008; $455,000 in 2009; $387,000 in 2010;
$372,000in 2011; $200,000 in 2012; $41,000 in 2013; and $7,000 in 2014.

Netrentexpense was $1,017,000, $893,000, and $940,000 for 2007, 2006, and 2005, respectively for our continuing
operations. These amounts include payments on operating leases of approximately $807,000, $796,000, and $826,000 for
2007,2006, and 2005, respectively. The remaining rent expense is for non-contractual monthly and daily rentals of specific
use vehicles, machinery and equipment.

Net rent expense was $1,581,000, $1,649,000, and $2,598,000 for 2007, 2006, and 2005, respectively for our discontinued
operations. These amounts include payments on operating leases of approximately $744,000, $953,000, and $1,338,000,
respectively. The remaining rent expense is for non-contractual monthly and daily rentals of specific use vehicles, machinery
and equipment.
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NOTE 15
PROFIT SHARING PLAN

We adopted the Perma-Fix Environmental Services, Inc. 401 (k) Plan (the “401(k) Plan”) in 1992, which is intended to comply
under Section 401 of the Internal Revenue Code and the provisions of the Employee Retirement Income Security Act of 1974.
All full-time employees who have attained the age of 18 are eligible to participate in the 401(k) Plan. Participating employees
may make annual pretax contributions to their accounts up to 100% of their compensation, up to a maximum amount as
limited by law. We, at our discretion, may make matching contributions based on the employee's elective contributions.
Company contributions vest over a period of five years. We currently match up to 25% of our employees' contributions. We
contributed $418,000, $378,000, and $347,000 in matching funds during 2007, 2006, and 2005, respectively.

NOTE 16
RELATED PARTY TRANSACTIONS

Lawrence Properties LLC

During February 2006, our Board of Directors approved and we entered into a lease agreement, whereby we lease property from
Lawrence Properties LLC, a company jointly owned by the president of Schreiber, Yonley and Associates, Robert Schreiber, Jr.
and his spouse. Mr. Schreiber is a member of our executive management team. The lease is for a term of five years from June 1,
2006. We pay monthly rent expense of $10,000, which we believe is lower than costs charged by unrelated third party
landlords. Additional rent will be assessed for any increases over the initial lease commencement year for property taxes or
assessments and property and casualty insurance premiums.

Mr. Joe Reeder

The Compensation Committee of our Board of Directors unanimously recommended to the full Board of Directors, and, based
on such recommendation, on October 31,2007, our Board of Directors, with Mr. Reeder abstaining, approved that Mr. Joe R.
Reeder, a member of our Board of Directors be paid an additional director’s fee of $160,000 as compensation for his services as
the board’s representative in negotiating the agreement in principle to settle the claims brought by the United States, on behalf
of the EPA, against PFD, our Dayton, Ohio, subsidiary, and resolution of certain other matters relating to that lawsuit (See Part
I, Item 3 - “Legal Proceedings™). As a fee payable to Mr. Reeder for his services as a member of our Board of Directors, payment
of the fee is governed by the terms of our 2003 Outsider Directors Stock Plan. In accordance with the terms o fthe 2003
Directors Plan, fees payable to a non-employee director may be paid, at the election of the director, with either 65% or 100% in
shares of our common stock, with any balance payable in cash. The number of shares to be issued under the 2003 Directors
Plan in lieu of cash fees is determined by dividing the amount of the fee by 75% of the closing sales price of our common
stock on the business day immediately preceding the date that the fee is due. Mr. Reeder elected to receive 100% of such fee in
shares of our Common Stock in lieu of cash. As fees payable to Mr. Reeder on October 31, 2007, Mr. Reeder was issued 73,818
shares of Common Stock in lieu of cash (based on 75% of the closing price of $2.89/share on October 30, 2007). The fair value

of the stock on October 30, 2007 is $213,334, which we expensed as director’s fees in the 4th quarter of 2007. The shares were
issued to Mr. Reeder on December 31, 2007.
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Mr. David Centofanti

Mr. David Centofanti serves as our Director of Information Services. For such services, he received total compensation in 2007
of approximately $154,000. Mr. David Centofanti is the son of our chief executive officer and chairman of our board, Dr. Louis
F. Centofanti. We believe the compensation received by Mr. Centofanti for his technical expertise which he provides to the
Company is competitive and comparable to compensation we would have to pay to an unaffiliated third party with the same
technical expertise.

Mr. Robert L. Ferguson

On June 13, 2007, we acquired Nuvotec and Nuvotec's wholly owned subsidiary, PEcoS, pursuant to the terms of the Merger
Agreement, between us, Nuvotec, PEcoS, and our wholly owned subsidiary. At the time of the acquisition, Robert L. Ferguson
was the chairman, chief executive officer, and individually or through entities controlled by him, the owner of approximately
21.29% of Nuvotec’s outstanding common stock.

As consideration for the merger, we agreed to pay the Nuvotec’s shareholders the sum of approximately $11.2 million, payable
as follows:

(a) $2.3 million in cash at closing of the merger;

(b) an earn-out amount not to exceed $4.4 million over a four year period ("Earn-Out Amount"), with the first $1.0
million of the Earn-Out Amount to be placed in an escrow account to satisfy certain indemnification obligations
under the Merger Agreement of Nuvotec, PEcoS, and the shareholders of Nuvotec (including Mr. Ferguson) to us that
are identified by us within two years following the merger. The earn-out amount, if and when paid, will increase
goodwill; and

(©) payable only to the shareholders of Nuvotec that qualified as accredited investors pursuant to Rule 501 of Regulation
D promulgated under the Securities Act of 1933, as amended (which includes Mr. Ferguson):

o $2.5 million, payable over a four year period, unsecured and nonnegotiable and bearing an annual rate of
interest of 8.25%, with (i) accrued interest only payable on June 30, 2008, (ii) $833,333.33, plus accrued and
unpaid interest, payable on June 30, 2009, (iii) $833,333.33, plus accrued and unpaid interest, payable on
June 30,2010, and (iv) the remaining unpaid principal balance, plus accrued and unpaid interest, payable on
June 30,2011 (collectively, the "Installment Payments"). The Installment Payments may be prepaid at any
time by Perma-Fix without penalty; and

. 709,207 shares of our common stock, with such number of shares determined by dividing $2.0 million by
95% of average of the closing price of the common stock as quoted on the Nasdaq during the 20 trading days
period ending five business days prior to the closing of the merger.

At the closing of the merger, the Nuvotec debt was approximately $9.4 million, of which approximately $3.7 million was for
PEcoS. Approximately $8.9 million of the $9.4 million was owed to KeyBank National Association. We paid approximately
$5.4 million of the total debt, with payment of approximately $4.9 million on the KeyBank debt. Of the amount of remaining
debt, $4.0 million is owed by PESI Northwest under a credit facility with KeyBank. The KeyBank credit facility and a related
$1.75 million line of credit with KeyBank is guaranteed by Mr. Ferguson [and William Lampson, who prior to the merger was
the vice-chairman and a vice-president of Nuvotec and PEcoS].

We paid Mr. Ferguson and entities controlled by him, as accredited stockholders in Nuvotec, a total of $224,560 cash
and issued to him and the entities controlled by him a total of 192,783 shares of our common stock in consideration
for the merger pursuant to the terms described above. The fair market value of the
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192,783 shares of common stock issued to Mr. Ferguson was $584,133, based on the closing price of our common stock on
July 23,2007, the date of issuance. Mr. Ferguson and the entities controlled by him will also be entitled to receive 21.29% of
the total Earn-Out Amount and 27.18% of the Installment Payments payable under the terms of the Merger Agreement, based
on the proportionate share of Nuvotec’s common stock owned prior to the merger by Mr. Ferguson and entities controlled by
him.

In connection with the merger, we agreed to increase the number of our directors from seven to eight and to take reasonable
action to nominate and recommend Mr. Ferguson for election as a member of our Board of Directors, if such nomination would
not breach any fiduciary duties or legal requirements of our Board. The Board of Directors subsequently determined that
nominating Mr. Ferguson forelection as a member of our Board would not breach the Board's fiduciary duties or legal
requirements. Accordingly, our Corporate Governance and Nominating Committee considered Mr. Ferguson’s qualifications
and nominated him for election to the Board. Our shareholders elected Mr. Ferguson as a director at our 2007 annual meeting
held on August 2, 2007.

NOTE 17
OPERATING SEGMENTS

Pursuant to FAS 131, we define an operating segment as a business activity:

e from which we may earn revenue and incur expenses;

e  whose operating results are regularly reviewed by the segment president to make decisions about resources to be
allocated to the segment and assess its performance; and
e  For which discrete financial information is available.

We currently have two operating segments, which are defined as each business line that we operate. This however, excludes
corporate headquarters, which does not generate revenue, and our discontinued operations, which include our facilities in our
Industrial Segment. (See “Note 6 - Discontinued Operations” to “Notes to Consolidated Financial Statements”.

Our operating segments are defined as follows:

The Nuclear Waste Management Services segment provides treatment, storage, processing and disposal of nuclear, low-level
radioactive, mixed (waste containing both hazardous and non-hazardous constituents), hazardous and non-hazardous waste
through our four facilities; Perma-Fix of Florida, Inc., Diversified Scientific Services, Inc., East Tennessee Materials and
Energy Corporation, and our newly acquired facility, Perma-Fix of Northwest Richland, Inc., which was acquired in June 2007.

The Consulting Engineering Services segment provides environmental engineering and regulatory compliance services
through Schreiber, Yonley & Associates, Inc. which includes oversight management of environmental restoration projects, air
and soil sampling and compliance and training activities to industrial and government customers, as well as, engineering and
compliance support needed by our other segments.

Our discontinued operations encompass our facilities in our Industrial Waste Management Services Segment which provides
on-and-off site treatment, storage, processing and disposal of hazardous and non-hazardous industrial waste, and wastewater
through our six facilities; Perma-Fix Treatment Services, Inc., Perma-Fix of Dayton, Inc., Perma-Fix of Ft. Lauderdale, Inc.,
Perma-Fix of Orlando, Inc., Perma-Fix of South Georgia, Inc., and Perma-Fix of Maryland, Inc. Our discontinued operations
also include Perma-Fix of Michigan, Inc., and Perma-Fix of Pittsburgh, Inc., two non-operational facilities.
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The table below shows certain financial information of our operating segment for 2007, 2006, and 2005 (in thousands).

Segment Reporting as of and for the year ended December 31,2007

Nuclear

Services Engineering
Revenue from external customers $ 51,704 3 g 2,398
Intercompany revenues 3,103 1,069
Gross profit 16,505 760
Interest income 1 —
Interest expense 546 1
Interest expense-financing fees — —
Depreciation and amortization 3,763 36
Segment profit (loss) 6,364 245
Segment assets(!) 98,153 1,986
Expenditures for segment assets 2,943 20
Total long-term debt 6,659 6

Segment Reporting as of and for the year ended December 31,2006

Nuclear

Services Engineering
Revenue from external customers $ 494230) g 3,358
Intercompany revenues 2,433 558
Gross profit 20,930 797
Interest income — —
Interest expense 475 1
Interest expense-financing fees 1 —
Depreciation and amortization 2,931 38
Segment profit (loss) 11,771 252
Segment assets(D) 68,523 2,182
Expenditures for segment assets 5,329 62
Total long-term debt 1,984 15

Segment Reporting as of and for the year ended December 31,2005

Nuclear

Services Engineering
Revenue from external customers $ 472453 g 2,853
Intercompany revenues 2,408 480
Gross profit 18,101 669
Interest income 3 —
Interest expense 743 18
Interest expense-financing fees 2 —
Depreciation and amortization 2,817 40
Segment profit (loss) 10,141 182
Segment assetsD) 63,404 2,162
Expenditures for segment assets 1,488 14
Total long-term debt 3,266 23

Segments ~ Corporate Consolidated
Total And Other () Total

$ 54,102 $ — 3 54,102

4,172 — 4,172

17,265 — 17,265

1 311 312

547 755 1,302

— 196 196

3,799 68 3,867

6,609 (6,092) 517

100,139 25,892 4 126,031

2,963 19 2,982

6,665 11,351 18,016

Segments ~ Corporate Consolidated
Total And Other (?) Total

52,781 $ — 3 52,781

2,991 — 2,991

21,727 — 21,727

— 280 280

476 765 1,241

— 191 192

2,969 77 3,046

12,023 (6,379) 5,644

70,705 359574 106,662

5,391 57 5,448

1,999 5,500 7,499

Segments ~ Corporate Consolidated
Total And Other @ Total

50,098 $ — § 50,098

2,888 — 2,888

18,770 — 18,770

3 123 126

761 741 1,502

2 316 318

2,857 43 2,900

10,323 (5,822) 4,501

65,566 32,959 @ 98,525

1,502 33 1,535

3,289 8,947 12,236



(1) Segment assets have been adjusted for intercompany accounts to reflect actual assets for each segment.
(2)  Amounts reflect the activity for corporate headquarters, not included in the segment information.
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3)

)

The consolidated revenues within the Nuclear Waste Management Services Segment include the LATA/Parallax
revenue of $8,784,000 (or 16.2%) and $10,341,000 (or 19.6%) for 2007 and 2006 of total consolidated revenue,
respectively. We did not generate any revenue from LATA/Parallax in 2005 as the contract for LATA/Parallax was
awarded to our Nuclear Segment in the first quarter of 2006. The consolidated revenue within the Nuclear Segment
also include the Bechtel Jacobs revenue of $1,812,000 (or 3.3%), $6,705,000 (or 12.6%), and $14,940,000 (or
29.8%) for 2007, 2006, and 2005, respectively. In addition, the consolidated revenue within the Nuclear Segment
include the Fluor Hanford revenue of $6,985,000 (or 12.9%), $1,229,000 (or 2.3%), and $1,732,000 (or 3.5%) for
2007, 2006, and 2005, respectively.

Amount includes assets from our discontinued operations of $14,341,000, $22,750,000, and $24,200,000 as of
December 31,2007, 2006, and 2005, respectively.
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NOTE 18
QUARTERLY OPERATING RESULTS (UNAUDITED)

Unaudited quarterly operating results are summarized as follows (in thousands, except per share data):

Three Months Ended (unaudited)

March 31 June 30 Sept 30 Dec. 31 Total
2007
Revenues $ 12,921 $ 13,537 $ 13,840 $ 13,804 $ 54,102
Gross profit 4,599 4,804 4,266 3,596 17,265
Income (loss) from continuing operations 582 752 (124) (693) 517
(Loss) income from discontinued operations (1,666) 470 (1,828) (6,703) 9,727)
Net (loss) income applicable to Common
Stock (1,084) 1,222 (1,952) (7,396) 9,210)
Basic net income (loss) per common share:
Continuing operations .01 .01 — .01) 01
Discontinued operations (.03) 01 (.04) (.13) (.19)
Net income (loss) (.02) .02 (.04) (.14) (.18)
Diluted net income (loss) per common
share:
Continued operations .01 .01 — (01) 01
Discontinued operations (.03) 01 (.04) (13) (.18)
Net income (loss) .02) .02 .04) (.14) (.17)
2006
Revenues $ 12,896 $ 14,040 $ 12,088 $ 13,757 $ 52,781
Gross Profit 5,053 5,933 4,368 6,373 21,727
Income from continuing operations 1,217 1,741 600 2,086 5,644
(Loss) income from discontinued operations (539) 84 (270) (208) (933)
Net income applicable to Common Stock 678 1,825 330 1,878 4,711
Basic net income (loss) per common share:
Continuing operations .03 .04 01 .04 12
Discontinued operations (.02) — _ — (.02)
Net income (loss) .01 .04 .01 .04 .10
Diluted net income (loss) per common
share:
Continued operations .03 .04 01 .04 A2
Discontinued operations (.02) _ — — (.02)
Net income (loss) .01 .04 .01 .04 .10

Net loss in the third and fourth quarter includes a write-off of $564,000 and $5,803,000, respectively for impairments of the
investment in the Industrial Segment. In addition, net loss in the fourth quarter also includes approximately $213,334 in
fees paid to a member of our Board of Director as compensation for his service as the board’s representative in negotiating
the agreement in principle to settle the claims brought by the United States, on behalf of the EPA, against PFD, and
resolution of certain other matters relating to that lawsuit. See “Item 3 — Legal Proceedings” and “Note 16 — Related Party
Transactions” in “Notes to Consolidated Financial Statements”.
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NOTE 19
SUBSEQUENT EVENT

DIVESTITURES

Perma-Fix of Maryland,Inc.

On January 8, 2008, we sold substantially all of the assets of PEFMD, pursuant to the terms of an Asset Purchase Agreement,
dated January 8, 2008. In consideration for such assets, the buyer paid us $3,825,000 in cash at the closing and assumed
certain liabilities of PFMD. The cash consideration is subject to certain working capital adjustments during the first half of
2008. As of the date of this report, we have sold approximately $3,100,000 of PFMD’s assets, which excludes approximately
$12,000 in cash in the local checking account and restricted cash. The buyer assumed liabilities in the amount of
approximately $810,000. In the first quarter of 2008, we expect to report a gain on sale of approximately $1,791,000.

Perma-Fix of Dayton, Inc.

On March 14, 2008, we completed the sale of substantially all of the assets of PFD, pursuant to the terms of an Asset Purchase
Agreement, dated March 14, 2008, for approximately $2,143,000 in cash, subject to certain working capital adjustments after
the closing, plus the assumption by the buyer of certain of PFD’s liabilities and obligations. In connection with PFD’s sale of
substantially all of its assets, the buyer has agreed to assume certain of PFD’s obligations under the Consent Decree and
Settlement Agreement, including, without limitation, PFD’s obligation to implement supplemental environmental projects
costing not less than $562,000, implement a variety of state and federal air permit control measures and reduce potential for
emissions of air pollutants. In the first quarter of 2008, we expect to report a gain on sale of approximately $480,000.

NOTE 20
GOING CONCERN UNCERTAINTY

Our working capital position at December 31, 2007 was a negative $17,154,000, which includes the working capital of our
discontinued operations, as compared to our positive working capital position of $12,810,000 at December 31, 2006. Our
working capital in 2007 was negatively impacted by the reclassification of approximately $11,403,000 of debt owed to certain
of our lenders from long term to current. As of December 31, 2007, the fixed charge coverage ratio contained in our PNC loan
agreement fell below the minimum requirement. We obtained a waiver from our lender for this non-compliance as of December
31,2007. At this time however, we do not expect to be in compliance with the fixed charge coverage ratio as of the end of the
first and second quarters of 2008 and, as a result, we are required under generally accepted accounting principles to reclassify
the long term portion of this debt to current due to this likelihood of future default. Furthermore, we have a cross default
provision on our 8.625% promissory note with a separate bank and have reclassified the long term portion of that debt to
current as well.

If we are unable to meet the fixed charge coverage ratio in the future, we believe that our lender will waive this non-
compliance or will revise this covenant so that we are in compliance; however, there is no assurance of this. If we fail to meet
our fixed charge coverage ratio in the future and our lender does not waive the non-compliance or revise this covenant so that
we are in compliance, our lender could accelerate the repayment of borrowings under our credit facility. In the event that our
lender accelerates the payment of our borrowings, we may not have sufficient liquidity to repay our debt under our credit
facilities and other indebtedness.

These factors raise substantial doubt as to our ability to continue as a going concern. The accompanying financial statements
have been prepared on a going concern basis which assumes continuity of operations and realization of assets and liabilities in
the ordinary course of business. The financial statements do not include any adjustments that might result from the outcome of
this uncertainty.
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ITEM 9.

ITEM 9A.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

CONTROLS AND PROCEDURES
Evaluation of disclosure, controls, and procedures.

W e maintain disclosure controls and procedures that are designed to ensure that information required to be
disclosed in our periodic reports filed with the Securities and Exchange Commission (the “SEC”) is recorded,
processed, summarized and reported within the time periods specified in the rules and forms of the SEC and that
such information is accumulated and communicated to our management. Based on their most recent evaluation,
which was completed as of the end of the period covered by this Annual Report on Form 10-K, we have
evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of
our disclosure controls and procedures (as defined in Rule 13a-15 and 15d-15 of the Securities Exchange Act of
1934, as amended). In designing and evaluating our disclosure controls and procedures, our management
recognizes that any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives and are subject to certain limitations,
including the exercise of judgment by individuals, the difficulty in identifying unlikely future events, and the
difficulty in eliminating misconduct completely. Based upon that evaluation, our Chief Executive Officer and
Chief Financial Officer have concluded that our disclosure controls and procedures were not effective as of
December 31, 2007 because of material weaknesses to internal controls over financial reporting as set forth
below.

Management's Report on Internal Control over Financial Reporting

Ourmanagement is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Rules 13a-15(f) of the Securities Exchange Act of 1934. Internal control
over financial reporting is designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles in the United States of America. Because of its inherent limitations, internal
control over financial reporting may not prevent or detect misstatements or fraudulent acts. A control system, no
matter how well designed, can provide only reasonable assurance with respect to financial statement preparation
and presentation.

Internal control over financial reporting includes those policies and proceduresthat (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of'the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit the preparation of the consolidated financial statements in accordance with generally accepted
accounting principles in the United States of America, and that receipts and expenditures of the Company are
being made only in accordance with appropriate authorizations of management and directors of the Company;
and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of the Company's assets that could have a material effect on the consolidated financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements or fraudulent acts. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Management, with the participation of our Chief Executive Officer and Chief Financial Officer, conducted
an evaluation of the effectiveness of internal control over financial
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reporting based on the framework in Internal Control — Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO).Based on this evaluation, we
concluded the Company did not maintain effective internal control over financial reporting as of
December 31, 2007.

BDO Seidman, LLP, an independent registered public accounting firm, audited the effectiveness of the
Company’s internal control over financial reporting, and based on that audit, issued their report which is
included herein.

An internal control significant deficiency is a control deficiency, or combination of control deficiencies,
such that there is a reasonable possibility that a significant misstatement of the company's annual or
interim financial statements will not be prevented or detected. The term “significant misstatement" was
defined, in turn, to mean "a misstatement that is less than material yet important enough to merit attention
by those responsible for oversight of the company's financial reporting”. An internal control material
weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting,
such that there is a reasonable possibility that a material misstatement of the company's annual or interim
financial statements will not be prevented or detected on a timely basis.

As of December 31,2007, the following material weakness was identified:

The monitoring of pricing, invoicing, and the corresponding inventory for transportation and disposal
process controls at certain facilities within the Company's Industrial Segment were ineffective and
were not being applied consistently. This weakness could result in sales being priced and invoiced at
amounts, which were not approved by the customer or the appropriate level o f management, and
inaccurate corresponding transportation and disposal expense. Although this material weakness did
not result in an adjustment to the quarterly or annual financial statements, if not corrected, it has a
reasonable possibility that a misstatement of the company's annual or interim financial statements will
not be prevented or detected on a timely basis.

The material weakness identified above was partly caused by 2007 being areorganization year for us,
including the planned divestiture of our six Industrial Segment facilities (Perma-Fix of Maryland and
Perma-Fix Dayton were sold in January and March of 2008, respectively), the reduction of 13 Industrial
Segment employees (including three controllers and three general managers), the consolidation of Perma-
Fix of Orlando accounting functions into Perma-Fix of Florida, and the consolidation of various facilities’
payroll and accounts payable functions into Atlanta, Georgia. Additionally, The V.P. of Facility
Accounting position was eliminated in August of 2007, and all of this position’s responsibilities were
consolidated into our Corporate Office in Atlanta, Georgia. We currently have interested parties and are
negotiating to sell certain facilities within our Industrial Segment, and we believe the material weakness
will inherently be remediated. Furthermore, we are in the process of developing a formal remediation plan
for the Audit Committee’s review and approval.
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Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
Perma-Fix Environmental Services, Inc.
Atlanta, Georgia

We have audited Perma-Fix Environmental Services, Inc.’s and subsidiaries (the “Company”) internal control over financial
reporting as of December 31,2007, based on criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the “COSO criteria”’). The Company's management is
responsible for maintaining effective internal control over financial reporting and for its assessment o f the effectiveness of
internal control over financial reporting included in the accompanying Item 9A, Evaluation of disclosure, controls, and
procedures. Our responsibility is to express an opinion on the Company's internal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. Our audit also included performing other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures o f the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

A material weakness is a deficiency, or a combination of control deficiencies, in internal control over financial reporting, such
that there is a reasonable possibility that a material misstatement of the Company’s annual or interim financial statements will
not be prevented or detected on a timely basis. The following material weaknesses have been identified and included in
management’s assessment:

. Deficiencies in the monitoring and execution of certain pricing and invoicing process controls at certain
facilities within the Company's Industrial Segment were identified and others were not being applied

consistently.

. Deficiencies exist in controls at certain facilities within the Industrial Segment over tracking material for
transportation and disposal and the monitoring, oversight, and review of related accrual and revenue
calculations.

These material weaknesses were considered in determining the nature, timing, and extent of audit tests applied in our audit of
the 2007 consolidated financial statements, and this report does not affect our report dated March 31, 2008 on those
consolidated financial statements.
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In our opinion, Perma-Fix Environmental Services, Inc. and subsidiaries did not maintain, in all material respects, effective
internal control over financial reporting as of December 31,2007, based on the COSO criteria.

We do not express an opinion or any other form of assurance on management’s statements referring to any corrective actions
taken by the Company after the date of management’s assessment.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of the Company as of December 31, 2007 and 2006, and the related consolidated statements of
operations, stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2007, and our
report dated March 31, 2008 expressed an unqualified opinion thereon. Our report contains an explanatory paragraph
regarding the Company’s ability to continue as a going concermn.

/s/ BDO Seidman, LLP

Atlanta, Georgia
March 31,2008
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ITEM 9B. OTHER INFORMATION
None.

PART IIT

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

DIRECTORS
The following table sets forth, as of the date hereof, information concerning our Directors:

NAME AGE POSITION

Dr. Louis F. Centofanti 64 Chairman of the Board, President and Chief Executive Officer
Mr. Jon Colin 52 Director

Mr. Robert L. Ferguson 75 Director

Mr. Jack Lahav 59 Director

Mr. Joe R. Reeder 60 Director

Mr. Larry M. Shelton 54 Director

Dr. Charles E. Young 76 Director

Mr. Mark A. Zwecker 57 Director

Each director is elected to serve until the next annual meeting of stockholders.

We have a separately designated standing Audit Committee of our Board of Directors. The members of the Audit Committee
are: Mark A. Zwecker, Jon Colin, and Larry M. Shelton.

Our Board of Directors has determined that each of our Audit Committee members is an “audit committee financial expert” as
defined by Item 407(d)(5)(ii) of Regulation S-K of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
The Board has further determined that each of our Directors, other than Dr. Centofanti, who is our President and Chief
Executive Officer, is “independent” within the meaning of the applicable NASDAQ listing standards.

Dr. Louis F. Centofanti

Dr. Centofanti has served as Chairman of the Board since he joined the Company in February 1991. Dr. Centofanti also served
as President and Chief Executive Officer of the Company from February 1991 until September 1995 and again in March 1996
was elected to serve as President and Chief Executive Officer of the Company. From 1985 until joining the Company, Dr.
Centofanti served as Senior Vice President of USPCI, Inc., a large hazardous waste management company, where he was
responsible for managing the treatment, reclamation and technical groups within USPCI. In 1981 he founded PPM, Inc., a
hazardous waste management company specializing in the treatment of PCB contaminated oils, which was subsequently sold
to USPCI. From 1978 to 1981, Dr. Centofanti served as Regional Administrator of the U.S. Department of Energy for the
southeastern region of the United States. Dr. Centofanti has a Ph.D. and a M.S. in Chemistry from the University of Michigan,
and a B.S. in Chemistry from Youngstown State University.

Mr. Jon Colin

Mr. Colin has served as a Director since December 1996. Mr. Colin is currently Chief Executive Officer of Lifestar Response
Corporation, a position he has held since April 2002. Mr. Colin served as Chief Operating Officer of Lifestar Response
Corporation from October 2000 to April 2002, and a consultant for Lifestar Response Corporation from September 1997 to
October 2000. From 1990 to 1996, Mr. Colin served as President and Chief Executive Officer for Environmental Services of
America, Inc., a publicly traded environmental services company. Mr. Colin is also a Director at Lifestar Response Corporation
and Bamnet Inc. Mr. Colin has a B.S. in Accounting from the University of Maryland.
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Mr. Robert L. Ferguson

Mr. Ferguson was nominated to serve as a Director in June 2007 in connection with the closing of the acquisition by the
Company of Nuvotec (See “Note 4 - Acquisition” in “Notes to Consolidated Financial Statement”). The terms of the
acquisition of Nuvotec required us to to increase the number of our directors from seven to eight and to take reasonable action
to nominate and recommend Mr. Ferguson for election as a member of our Board of Directors, if such nomination would not
breach any fiduciary duties or legal requirements o four Board. The Board of Directors subsequently determined that
nominating Mr. Ferguson for election as a member of our Board would not breach the Board's fiduciary duties or legal
requirements. Accordingly, our Corporate Governance and Nominating Committee considered Mr. Ferguson’s qualifications
and nominated him for election to the Board. Our shareholders elected Mr. Ferguson as a director at our August 2, 2007
Annual Meeting of Shareholders. Mr. Ferguson currently serves as a member of the Board of Directors of Vivid Learning
System, a publicly traded company. Mr. Ferguson served as CEO and Chairman of the Board of Directors of Nuvotec and
PEcoS from December 1998 until its acquisition by us in June 2007. Mr. Ferguson has over 45 years of management and
technical experience in the government and private sectors. He served as Chairman of the Board of Technical Resources
International, Inc. from 1995 to 1998 and as Corporate VP for Science Applications International Corporation following its
acquisition of R.L. Ferguson and Associates. He served as the Chairman of the Board for UNC Nuclear Industries, Inc. from
1983 to 1985 and served as CEO for Washington Public Power Supply System from 1980 to 1983. His government experience
from 1961 to 1980 includes various roles for the Atomic Energy Commission, the Energy Research and Development
Administration, and the U.S. Department of Energy, including his last assignment as Deputy Assistant Secretary of Nuclear
Reactor Programs. Mr. Ferguson served on the Board of British Nuclear Fuels Inc. He was a founder of Columbia Trust Bank,
where he served as a director prior to its acquisition by American West Bank. Mr. Ferguson received his B.S. in Physics from
Gonzaga University and attended the US Army Ordnance Guided Missile School, the Oak Ridge School of Reactor
Technology, and the Federal Executive Institute.

Mr. Jack Lahav

Jack Lahav has served as a Director since September 2001. Mr. Lahav is a private investor, specializing in launching and
growing businesses. Mr. Lahav devotes much of his time to charitable activities, serving as president, as well as, board member
of several charities. Previously, Mr. Lahav founded Remarkable Products Inc. and served as its president from 1980 to 1993.
Mr. Lahav was also co-founder of Lamar Signal Processing, Inc.; president of Advanced Technologies, Inc., a robotics
company and director of Vocaltech Communications, Inc. Mr. Lahav served as Chairman of Quigo Technologies from 2001 to
2004 and is currently serving as Chairman of Phoenix Audio Technologies and Doclix Inc, two privately held companies.

Honorable Joe R. Reeder

Mr. Reeder has served as a Director since April 2003. He has served since April 1999 as Shareholder in Charge of the Mid-
Atlantic Region for Greenberg Traurig LLP, one of the nation's largest law firms, with 28 offices and over 1600 attorneys,
worldwide. His clientele has included sovereign nations, international corporations, and law firms throughout the U.S. As the
14th Undersecretary of the U.S. Army (1993-97), Mr. Reeder also served for three years as Chairman of the Panama Canal
Commission's Board of Directors where he oversaw a multibillion-dollar infrastructure program. He sits on the Board of
Governors of the National Defense Industry Association (NDIA), the Armed Services YMCA, the USO, and many other
corporate and charitable organizations, and is a frequent television commentator on legal and national security issues. A
graduate of West Point who served in the 82d Airborne Division following Ranger School, Mr. Reeder also has a J.D. from the
University of Texas and an L.L.M. from Georgetown University.
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Mr. Larry M. Shelton

Mr. Shelton has served as a Director since July 2006. Mr. Shelton is currently Chief Financial Officer of S K Hart Management,
LC, an investment holding company. He has held this position since 1999. Mr. Shelton was Chief Financial Officer of
Envirocare of Utah, Inc., a waste management company from 1995 until 1999. Mr. Shelton serves on the Board of Directors of
Subsurface Technologies, Inc.,and Pony Express Land Development, Inc. Mr. Shelton has a B.A. in accounting from the
University of Oklahoma.

Dr. Charles E. Young

Dr. Charles E. Young has served as a Director since July 2003. Dr. Young was president of the University of Florida, a position
he held from November 1999 to January 2004. Dr. Young also served as chancellor of the University of California at Los
Angeles (UCLA) for 29 years until his retirement in 1997. Dr. Young was formerly the chairman of the Association of American
Universities and served on numerous commissions including the American Council on Education, the National Association of
State Universities and Land-Grant Colleges, and the Business-Higher Education Forum. Dr. Young serves on the Board of
Directors o f-MARK, Inc., a software and professional services company and AAFL Enterprises,a sports development
Company. He previously served on the Board of Directors o f Intel Corp., Nicholas-Applegate Growth Equity Fund, Inc.,
Fiberspace, Inc., and Student Advantage, Inc. Dr. Young has a Ph.D. and M.A. in political science from UCLA and a B.A. from
the University of California at Riverside.

Mr. Mark A. Zwecker

Mark Zwecker has served as a Director since the Company's inception in January 1991. Mr. Zwecker assumed the position of
Director of Finance in 2006 for Communications Security and Compliance Technologies, Inc., a software company developing
security products for the mobile workforce, and also serves as an advisor to Plum Combustion, Inc., an engineering and
manufacturing company developing high performance combustion technology. Mr. Zwecker served as president of ACI
Technology, LLC, from 1997 until 2006, and was vice president of finance and administration for American Combustion, Inc.,
from 1986 until 1998. In 1983, Mr. Zwecker participated as a founder with Dr. Centofanti in the start up of PPM, Inc. He
remained with PPM, Inc. until its acquisition in 1985 by USPCI. Mr. Zwecker has a B.S. in Industrial and Systems Engineering
from the Georgia Institute of Technology and an M.B.A. from Harvard University.

EXECUTIVE OFFICERS

See Item 4A —“Executive Officers of the Registrant” in Part I of this report for information concerning our executive officers, as
of the date hereof.

There are no family relationships between any of the directors or executive officers.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act, and the regulations promulgated thereunder require our executive officers and directors
and beneficial owners of more than 10% of our Common Stock to file reports of ownership and changes of ownership of our
Common Stock with the Securities and Exchange Com-mission, and to furnish us with copies of all such reports. Based solely
on a review of the copies of such reports furnished to us and written information provided to us, we believe that during 2007
none of our executive officers, directors, or beneficial owners of more than 10% of our Common Stock failed to timely file
reports under Section 16(a).

Capital Bank—Grawe Gruppe AG (“Capital Bank”) has advised us that it is a banking institution regulated by the banking
regulations of Austria, which holds shares of our Common Stock as agent on behalf of numerous investors. Capital Bank has
represented that all of its investors are accredited investors under Rule 501 of Regulation D promulgated under the Act. In
addition, Capital Bank has advised us that none of its investors, individually or as a group, beneficially own more than 4.9%
of our Common Stock. Capital Bank has further informed us that its clients (and not Capital Bank) maintain full voting and
dispositive
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power over such shares. Consequently, Capital Bank has advised us that it believes it is not the beneficial owner, as
such term is defined in Rule 13d-3 of the Exchange Act, of the shares of our Common Stock registered in the name of
Capital Bank because it has neither voting nor investment power, as such terms are defined in Rule 13d-3, over such
shares. Capital Bank has informed us that it does not believe that it is required (a) to file, and has not filed, reports
under Section 16(a) of the Exchange Act or (b) to file either Schedule 13D or Schedule 13G in connection with the
shares of our Common Stock registered in the name of Capital Bank.

If the representations, or information provided, by Capital Bank are incorrect or Capital Bank was historically acting on behalf
of its investors as a group, rather than on behalf of each investor independent of other investors, then Capital Bank and/or the
investor group would have become a beneficial owner of more than 10% of our Common Stock on February 9, 1996, as a result
of the acquisition of 1,100 shares of our Preferred Stock that were convertible into a maximum of 1,282,798 shares of our
Common Stock. If either Capital Bank or a group of Capital Bank’s investors became a beneficial owner of more than 10% of
our Common Stock on February 9, 1996, or at any time thereafter, and thereby required to file reports under Section 16(a) of
the Exchange Act, then Capital Bank has failed to file a Form 3 or any Forms 4 or 5 for period from February 9, 1996, until the
present.

Code of Ethics

We have adopted a Code of Ethics that applies to all our executive officers. Our Code of Ethics is available on our website at
www.perma-fix.com. If any amendments are made to the Code of Ethics or any grants of waivers are made to any provision of
the Code of Ethics to any of our executive officers, we will promptly disclose the amendment or waiver and nature of such
amendment of waiver on our website.

ITEM11. EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Our long-term success depends on our ability to efficiently operate our facilities, evaluate strategic acquisitions within our
Nuclear Segment, and to continue to research and develop innovative technologies in the treatment of nuclear waste, mixed
waste and industrial waste. To achieve these goals, it is important that we be able to attract, motivate, and retain highly
talented individuals who are committed to our values and goals.

The Compensation and Stock Option Committee (for purposes of this analysis, the “Committee” ) of the Board has
responsibility for establishing, implementing and continually monitoring adherence with our compensation philosophy. The
Committee ensures that the total compensation paid to the named executive officers is fair, reasonable and competitive.
Generally, the types of compensation and benefits provided to members of the named executive officers are similar to those
provided to other executive officers at similar sized companies and industries.

Compensation Philosophy and Objectives

The Committee bases its executive compensation program on our performance objectives. The Committee evaluates both
executive performance and compensation to ensure that we maintain our ability to attract superior employees in key positions
and to remain competitive relative to the compensation paid to similarly situated executives of our peer companies. The
Committee believes executive compensation packages provided to our executives, including the named executive officers,
should include both cash and equity-based compensation that provide rewards for performance. The Committee bases it
executive compensation program on the following criteria:

e Compensation should be based on the level of job responsibility, executive performance,and company
performance. Executive officers’ pay should be more closely linked to company performance than that of other
employees because the executive officers have a greater ability to affect our results.
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Compensation should be competitive with compensation offered by other companies that compete with us for
talented individuals.

Compensation should reward performance.

Compensation should motivate executives to achieve our strategic and operational goals.

Role of Executive Officers in Compensation Decisions

The Committee approves all compensation decisions for the named executive officers and approves recommendations
regarding equity awards to all of our officers. Decisions regarding the non-equity compensation of other officers are made by
the Chief Executive Officer.

The Chief Executive Officer annually reviews the performance of each of the named executive officers (other than the Chief
Executive Officer whose performance isreviewed by the Committee). Based on such reviews, the Chief Executive Officer
presents a recommendation to the Committee, which may include salary adjustments, bonus and equity based awards, and
annual award. The Committee exercises its discretion in accepting or modifying all such recommendations.

The Committee’s Processes
The Compensation Committee has established certain processes designed to achieve our executive compensation objectives.
These processes include the following:

Company Performance Assessment. The Committee assesses our performance in order to establish compensation
ranges and, as described below, to assist the Committee in establishing specific performance measures that determine
incentive compensation under the Company’s Executive Management Incentive Plan. For this purpose, we consider
numerous measures of performance of both us and industries with which we compete.

Individual Performance Assessment. Because the Committee believes that an individual’s performance should effect
an individual’s compensation, the Committee evaluates each named executive officer’s performance. With respect to
the named executive officers, other than the Chief Executive Officer, the Committee considers the recommendations
of the Chief Executive Officer. With respect to all named executive officers, the Committee exercises its judgment
based o nits interactions with the executive officer, such officer’s contribution to our performance and other
leadership achievements.

Peer Group Assessment. The Committee benchmarks our compensation program with a group of companies against
which the Committee believes we compete for talented individuals (the “Peer Group”). The composition of the Peer
Group is periodically reviewed and updated by the Committee. The companies currently comprising the Peer Group
are Clean Harbors, Inc., American Ecology Corporation, and EnergySolutions, Inc. The Committee considers the Peer
Group’s executive compensation programs as a whole and the compensation of individual officers if job
responsibilities are meaningfully similar. The Committee sets compensation for executive officers at levels paid to
similarly situated executives of the companies comprising the Peer Group. The Committee also considers individual
factors such as experience level of the individual and market conditions. The Committee believes that the Peer Group
comparison helps insure that ourexecutive compensation program is competitive with other companiesin the
industry.

2007 Executive Compensation Components
For the fiscal year ended December 31,2007, the principal components of compensation for executive officers were:

base salary;
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e performance-based incentive compensation;
e long term incentive compensation;
e retirement and other benefits; and

e perquisites and other personal benefits.

Salary accounted for approximately 89.7% of the total compensation of the executive officers while non-equity incentive,
option award, and other compensation accounted for approximately 10.3% of the total compensation of the executive officers.

Base Salary

The Company provides the named executive officers, other officers, and other employees with base salary to compensate them
for services rendered during the fiscal year. Base salary ranges for executive officers are determined for each executive based
on his or her position and responsibility by using market data and comparisons to the Peer Group.

During its review of base salaries for executives, the Committee primarily considers:

o market data and Peer Group comparisons;

e internal review of the executive’s compensation, both individually and relative to other officers; and

e individual performance of the executive.

Salary levels are typically considered annually as part of the performance review process as well as upon a promotion or other
change in job responsibility. Merit based increases to salaries of members of the executive are based on the Committee’s
assessment of the individual’s performance.

Performance-Based Incentive Compensation

The Committee has the latitude to design cash and equity-based incentive compensation programs to promote high
performance and achievement of our corporate objectives by Directors and the named executives, encourage the growth of
stockholder value and enable employees to participate in our long-term growth and profitability. The Committee may grant
stock options and/or performance bonuses. In granting these awards, the Committee may establish any conditions or
restrictions it deems appropriate. In addition, the Chief Executive Officer has discretionary authority to grant stock options to
certain high-performing executives.

All awards of stock options are made at or above the market price at the time of the award. Stock options may be awarded to
newly hired or promoted executives at the discretion of the Committee, following the hiring or promotion. Grants of stock
options to newly hired executive officers who are eligible to receive them are made at the next regularly scheduled Committee
meeting following their hire date.

Executive Management Incentive Plan

In 2005, the Board of Directors adopted the Executive Management Incentive Plan (the “MIP”), which became effective
January 1, 2006 for the Company’s Chief Executive Officer, Chief Financial Officer, and Chief Operating Officer. The MIP is
an annual cash incentive program under the management incentive plans. The MIP provides guidelines for the calculation of
annual cash incentive based compensation, subject to Committee oversight and modification. The Committee considers
whether an MIP should be established for the next succeeding year and, if so, approves the group of employees eligible to
participate in the MIP for that year. Prior to 2007, the Committee established the MIP for 2007. The MIP includes various
incentive levels based on the participant’s responsibilities and impact on Company operations, with target award
opportunities that are established as a percentage of base salary. These targets range from 26% of base salary to 50% of base
salary for the Company’s named executive officers.
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For fiscal 2007, 70% of a named executive officer’s MIP award was based upon achievement of corporate financial objectives
relating to revenue and net income targets based on board approved budget, with each component accounting for 15% and
55%, respectively, of the total corporate financial objective portion of the MIP award. The remaining 30% of an executive’s
MIP award was based upon health & safety incidents and permit & license compliance targets. Each year, the Committee sets
target and maximum levels for each component of the corporate financial objective portion of the MIP. Payments of awards
under the MIP are contingent upon the achievement of such objectives for the current year. Executive officers participating in
the MIP receive:

e no payment for the corporate financial objective portion of the MIP award unless we achieve the target performance
level (as computed for the total corporate financial objective portion);

e apayment of at least 100% but less than 175% of the target award opportunity for the corporate financial objective
portion of the MIP award if we achieve or exceed the target performance level but do not attain the maximum
performance level; and

e apayment of 175% of the target award opportunity for the corporate financial objective portion of the MIP award if
we achieve or exceed the maximum performance level.

Upon completion of each fiscal year, the Committee assesses the performance of the Company for each corporate financial
objective of the MIP comparing the actual fiscal year results to the pre-determined target and maximum levels for each
objective and an overall percentage amount for the corporate financial objectives is calculated.

Generally, the Committee sets the target level for earnings using our annually approved budget for the upcoming fiscal year.
Minimum target objectives are set between 80% - 100% of the Company’s budget. Maximum earnings objectives are set at
161% or higher of the Company’s budget. In making the annual determination of the target and maximum levels, the
Committee may consider the specific circumstances facing the Company during the coming year. The Committee generally
sets the target and maximum levels such that the relative difficulty of achieving the target level is consistent from year to year.

Each of the executive officers for the fiscal year ended December 31, 2006, received the following payments in March 2007
under the MIP for fiscal year 2006 performance.

2006 MIP
Name Bonus Award
Dr. Louis F. Centofanti $ 55,530
Steven T. Baughman $ 37,693
Larry McNamara $ 47,463

Robert Schreiber, Jr. —
For 2007, the potential MIP bonus award for each named executive officer was as follows:

Annual Bonus Award (Percentage of 2007 Base Salary)

Name Target  Maximum

Dr. Louis F. Centofanti 48% 144%
Steven T. Baughman 25% 121%
Larry McNamara 48% 144%
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In fiscal year ended December 31, 2007, our named executives, with the exception of Mr. Schreiber, reached 88.03% of the
revenue component under the MIP, resulting in the following bonus awards under the MIP for 2007: (Awards made to
Executive officers under the MIP for performance in 2007 are reflected in the “Non-Equity Incentive Plan Compensation”
column of the Summary Compensation Table in this section).

2007 MIP
Name Bonus Award
Dr. Louis F. Centofanti $ 17,550
Steven T. Baughman $ 7,800

Larry McNamara $ 15,000
Robert Schreiber, Jr. —

Long-Term Incentive Compensation

Employee Stock Option Plan

The 2004 Stock Option Plan (the “Option Plan) encourages participants to focus on long-term performance and provides an
opportunity for executive officers and certain designated key employees to increase their stake in us. Stock options succeed by
delivering value to the executive only when the value of our stock increases. The Option Plan authorizes the grant of non-
qualified stock options and incentive stock options for the purchase of Common Stock.

The Option Plan assists the Company to:

e enhance the link between the creation of stockholder value and long-term executive incentive compensation;

e provide an opportunity for increased equity ownership by executives; and

e maintain competitive levels of total compensation.

Stock option award levels are determined based on market data, vary among participants based on their positions with us and
are granted at the Committee’s regularly scheduled March meeting. Newly hired or promoted executive officers who are
eligible to receive options are awarded such options at the next regularly scheduled Committee meeting following their hire or
promotion date.

Options are awarded with an exercise price equal to the closing price of the Company’s Common Stock on the date of the grant
as reported on the NASDAQ. In certain limited circumstances, the Committee may grant options to an executive at an exercise
price in excess of the closing price of the Company’s Common Stock on the grant date. The Committee will not grant options
with an exercise price that is less than the closing price of the Company’s Common Stock on the grant date, nor has it granted
options which are priced on a date other than the grant date.

No options were granted to any named executives in 2007 due to timing constraints resulting from our acquisition and
divestiture efforts. The stock options granted prior to 2006 generally have a ten year term with annual vesting of 20% over a
five year period. In anticipation of the adoption of SFAS 123R, on July 28, 2005, the Committee approved the acceleration of
all outstanding and unvested options as of the approval date. The options granted in 2006 by the Committee are for a six year
term with vesting period of three years at 33.3% increment per year. Vesting and exercise rights cease upon termination of
employment
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except in the case of death or retirement (subject to a six month limitation), or disability (subject to a one year limitation).
Prior to the exercise of an option, the holder has no rights as a stockholder with respect to the shares subject to such option.

In the event of a change of control (as defined in the “1993 Non-Qualified Stock Option Plan” and “2004 Stock Option Plan™)
of the Company, each outstanding option and award granted under the plans shall immediately become exercisable in full
notwithstanding the vesting or exercise provisions contained in the stock option agreement.

Accounting for Stock-Based Compensation

On January 1, 2006, we adopted Financial Accounting Standards Board (“FASB”) Statement No. 123 (revised) ("SFAS 123R"),
Share-Based Payment, a revision of FASB Statement No. 123, Accounting for Stock-Based Compensation, superseding APB
Opinion No. 25,Accounting for Stock Issued to Employees, anditsrelated implementation guidance. This Statement
establishes accounting standards for entity exchanges of equity instruments for goods or services. It also addresses transactions
in which an entity incurs liabilities in exchange for goods or services that are based on the fair value of the entity's equity
instruments or that may be settled by the issuance of those equity instruments. SFAS 123R requires all share-based payments
to employees, including grants of employee stock options, to be recognized in the statement of operations based on their fair
values.

We adopted SFAS 123R utilizing the modified prospective method in which compensation cost is recognized beginning with
the effective date based on SFAS 123R requirements for all (a) share-based payments granted after the effective date and
(b) awards granted to employees and directors prior to the effective date of SFAS 123R that remain unvested on the effective
date.

Priorto our adoption of SFAS 123R, on July 28, 2005, the Compensation and Stock Option Committee of the Board of
Directors approved the acceleration of vesting for all the outstanding and unvested options to purchase Common Stock
awarded to employees as of the approval date. The Board of Directors approved the accelerated vesting of these options based
on the belief that it was in the best interest of our stockholders to reduce future compensation expense that would otherwise be
required in the statement of operations upon adoption of SFAS 123R, effective beginning January 1, 2006. See impact of
FASB Statement 123(R) on our operating results in “Note 3 - Stock Based Compensation” to “Notes to Consolidated Financial
Statements”.

Retirement and Other Benefits

401(k) Plan

We adopted the Perma-Fix Environmental Services, Inc. 401 (k) Plan (the “401(k) Plan”) in 1992, which is intended to comply
with Section 401 of the Internal Revenue Code and the provisions of the Employee Retirement Income Security Act of 1974.
All full-time employees who have attained the age of 18 are eligible to participate in the 401(k) Plan. Eligibility is immediate
upon employment but enrollment is only allowed during two yearly open periods of January 1 and July 1. Participating
employees may make annual pretax contributions to their accounts up to 100% of their compensation, up to a maximum
amount as limited by law. We, at our discretion, may make matching contributions based on the employee’s elective
contributions. Company contributions vest over a period offive years. We currently match 25% of our employees’
contributions. We contributed $418,000 in matching funds during 2007, with $17,000 for our named executive officers during
2007.

Perquisites and Other Personal Benefits

The Company provides executive officers with limited perquisites and other personal benefits that the Company and the
Committee believe are reasonable and consistent with its overall compensation program to better enable the Company to
attract and retain superior employees for key positions. The Committee
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periodically reviews the levels of perquisites and other personal benefits provided to executive officers. The executive
officers are provided an auto allowance.

Proposed Employment Agreements

On March 1, 2007, the Board of Directors authorized us to enter into employment agreements with our named executives,
subject to finalization of certain of its material terms, including, but not limited to, the formula for paying year-end incentive
bonuses. As of the date of this report, the terms of the employment agreements have not been finalized, and none of our named
executives has entered into any employment agreement with us.

It is anticipated that such proposed employment agreements, if completed, would be effective for three years, unless earlier
terminated by us with or without cause or by the executive officer for “good reason” or any other reason. If the executive
officer’s employment is terminated due to death, disability or for cause, it is anticipated that we would pay to the executive
officer or to his estate a lump sum equal to the sum of any unpaid base salary through the date of termination, any earned or
unpaid incentive bonus, and any benefits due to the executive officer under any employee benefit plan, excluding any
severance program or policy (the “Accrued Amounts”).

If the executive officer terminates his employment for good reason or is terminated without cause, it is anticipated that the
employment agreements will provide that we would be required to pay the executive officer a sum equal to the total Accrued
Amounts and one year of full base salary. If the executive terminates his employment for a reason other than for good reason, it
is anticipated that the Company would pay to the executive the amount equal to the Accrued Amounts. The employment
agreements would provide, when finalized, that if there is a Change in Control (to be defined in the agreements), that all
outstanding stock options to purchase common stock held by the executive officer will immediately become exercisable in
full.

Compensation Committee Report

The Committee of the Company has reviewed and discussed the Compensation Discussion and Analysis required by
Item 402(b) of Regulation S-K with management and, based on such review and discussions, the Committee recommended to
the Board that the Compensation Discussion and Analysis be included in this Form 10-K.

THE COMPENSATION AND STOCK OPTION COMMITTEE
Jack Lahav, Chairman
Jon Colin
Joe Reeder
Dr. Charles E. Young
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Summary Compensation Table

The following table summarizes the total compensation paid or earned by each of the executive officers for the fiscal years
ended December 31, 2007 and 2006. Currently, we do not have any employment agreements with any of the named executive
officers, but see the discussion under “Compensation and Discussion Analysis - Proposed Employment Agreements”.

Change in
Pension Value
and Non-
Qualified
Non-Equity Deferred
Name and Principal Stock Option Incentive Plan  Compensation  All other Total
Position Year Salary  Bonus Awards Awards Compensation Earning Compensation Compensation
($) ($) ®  ®W ($) ©) ORY ($)

Dr. Louis Centofanti 2007 241,560 = = = 17,5502 = 12,875 271,985
Chairman of the Board, 2006 232,269 — — 86,800 143,32403) — 13,601 475,994
President and Chief
Executive Officer

Steven Baughman (%) 2007 205,200 — — — 7,800(2) — 12,875 225,875
Vice President and Chief 2006 123,077 — — 87,700 63,70903) — 9,000 283,486
Financial Officer

Larry McNamara 2007 206,769 — — — 15,0002 — 12,875 234,644
Chief Operating Officer 2006 193,558 — — 217,000 122,5003) — 12,750 545,808

Robert Schreiber, Jr. 2007 197,000 500 — — — — 18,114 215,614
President of SYA 2006 158,292 — — 21,700 5,915 — 14,502 200,409

(1)

(2)

(3)

4)

(5)

Appointed as Vice President and Chief Financial Officer in May 2006.

Represents 2007 performance compensation earned in 2007 under the Company’s MIP. We anticipate paying the
amount in the second quarter of 2008.

Represents 2006 performance compensation earned in 2006 under the Company’s MIP. The amount includes $55,530,
$37,693, and $47,463 eamed by Dr. Centofanti, Mr. Baughman, and Mr. McNamara, respectively, in 4th quarter of
2006, which was paid on March 15, 2007. The MIP is described under the heading “Executive Management Incentive
Plan” in this section.

This amount reflects the expense to the Company for financial statement reporting purposes for the fiscal year indicated,
in accordance with FAS 123(R) of options granted under the Option Plan. There was no expense for options granted
prior to 2006, which were fully vested prior to 2006, and are not included in these amounts. Assumptions used in the
calculation of this amount are included in “Note 2 - Stock Based Compensation” to “Notes to Consolidated Financial
Statement”. No options were granted to any named executives in 2007.

The amount shown includes a monthly automobile allowance of $750 or the use ofa company car, and where
applicable, our 401 (k) matching contribution.
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The compensation plan under which the awards in the following table were made are generally described in the Compensation
Discussion and Analysis beginning on page 117 and include the Company’s MIP, which is a non-equity incentive plan, and
the Company’s 2004 Stock Option Plan, which provides for grant of stock options to our employees.

Grant of Plan-Based Awards Table

All other  All other

Estimated Future Payouts Estimated Future Payouts Under  Stock Option Grant
Under Non-Equity Incentive Equity Incentive Awards: Awards: Excerise Date Fair
Plan Awards Plan Awards Number of Number of or Base Value of

Shared of Securities  Price of Stock and
Stock or Underlying Option  Option

Threshold Target Maximum Threshold Target Maximum  Units Options  Awards Awards
Name GrantDate ___ $ $ M $ M $ $ $ #) #) ($/Sh) _ ($/Sh)
Dr. Louis
Centofanti N/A — 117,000 204,748 — — — — — — —
Steven Baughman N/A — 52,000 91,012 — — — — — — —
Larry McNamara N/A — 100,000 175,000 — — — — — — —
Robert Schreiber,
Ir. N/A — — — — — — — — — —

(DThe amounts shown in column titled “Target” reflects the minimum payment level under the Company’s Executive
Management Incentive Plan which is paid with the achievement of 80% to 100% of the target amount. The amount shown
in column titled “Maximum” reflects the maximum payment level of 175% of the target amount. These amounts are based
on the individual’s current salary and position.

During 2007, no options or stock awards were granted to any of the named executives.
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Outstanding Equity Awards at Fiscal Year

The following table sets forth unexercised options held by the named executive officers as of the fiscal year-end.

Outstanding Equity Awards at December 31,2007

Option Awards Stock Awards
Equity
Incentive Plan
Awards: Market  Equity Incentive Equity Incentive
Number of Number of Value of Plan Awards: Plan Awards:
Number of ~ Number of Securities Shares or  Shares or Number of Number of
underlying underlying Underlying Units of  Units of Unearned Shares, Unearned Shares,
Unexercised ~Unexercised Unexercised Option Stock That Stock That Units or Other Units or Other
Options Options Unearned  Exercise Option Have Not Have Not Rights That Have Rights That Have
(#) #) ) Options Price Expiration Vested Vested Not Vested Not Vested
Name Exercisable Unexercisable #) %) Date #) (&) #) (#)
Dr. Louis
Centofanti 75,000 — — 1.25 4/10/2010 — — — —
100,000 — — 1.75 4/3/2011 — — — —
100,000 — — 2.19 2/27/2013 — — — —
33,3332) 66,6673 — 186 3/2/2012 — — — —
Steven 3)
Baughman —(3) 66,667 — 1.85 5/15/2012 — — — —
Larry
McNamara 50,000 — — 1.25 4/10/2010 — — — —
120,000 — — 1.75 4/3/2011 — — — —
100,000 — — 2.19 2/27/2013 — — — —
83333 166,667 — 186 3/2/2012 — — — —
Robert
Schreiber,
Jr. 15,000 — — 1.25 10/14/2008 — — — —
15,000 — — 1.25 4/10/2010 — — — —
50,000 — — 1.75 4/3/2011 — — — —
50,000 — —  2.19 2/27/2013 — — — —
8,333(2) 16,667(2) — 1.86 3/2/2012 — — — —

(1In the event of a change in control (as defined in the Option Plan) of the Company, each outstanding option and award shall
immediately become exercisable in full notwithstanding the vesting or exercise provisions contained in the stock option
agreement.

(DIncentive stock option granted on March 2, 2006 under the Company’s Option Plan. The option is for a six year term and
vests over a three year period, at 33.3% increments per year.

(3Incentive stock option for the purchase of up to 100,000 shares of Common Stock granted on May 15, 2006 under the
Company’s Option Plan. The option is for a six year term and vests over a three year period, at 33.3% increments per year.
Options to acquire 33,333 shares options became vested on May 15,2007 and were exercised by Mr. Baughman on May 15,
2007.
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The following table sets forth the number of options exercised by the named executive officers in 2007:

Option Exercises and Stock Vested Table

Option Awards Stock Awards
Number of Shares Value Real.ized On  Numberof Shares  Value Realized On
Acquired on Exercise Acquired on Vesting Vesting
Name Exercises (#) $) M #) $) #)
Dr. Louis F. Centofanti — — — _
Steven Baughman 33,333 29,666 — —

Larry Mcnamara — — — —

Robert Schreiber, Jr. — — — _

)] Based on the difference between the closing price of our Common Stock reported on the National Association of
Securities Dealers Automated Quotation (‘NASDAQ”) Capital Market on the exercise date and the exercise price of the
option.

Compensation of Directors
Directors who are employees receive no additional compensation for serving on the Board of Directors or its committees. In
2007, we provided the following annual compensation to directors who are not employees:

e asof the date of our 2007 Annual Meeting, each of our continuing non-employee directors was awarded options to
purchase 12,000 shares ofour Common Stock, and our newly elected director was awarded optionst o purchase
30,000 shares of our Common Stock. The grant date fair value of each option award received by our non-employee
directors was $2.296 per share, based on the date of grant, pursuant to SFAS 123R;

e amonthly director fee of $1,750, with the Audit Committee Chairman receiving an additional monthly fee of $2,250,
of which 65% or 100% is payable in Common Stock under the 2003 Outside Director Plan, with the remaining
payable in cash; and

e afee of $1,000 for each board meeting attendance and a $500 fee for each telephonic conference call attendance, of
which the fees are payable at 65% or 100% in Common Stock under the 2003 Outside Director Plan, with the
remaining payable in cash.

The table below summarizes the director compensation expenses recognized by the Company for the director option and stock
(resulting from fees earned) awards. The terms of the 2003 Outside Directors Plan are further described below under “2003
Outside Directors Plan”.
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Director Compensation Table

Change in Pension

Value and
. Nonqualified
Earrf:j or Non-Equity Deferred.
Paid Stock Option Incentive Plan Compensatlon All Other
Name In Cash Awards  Awards Compensation Earni ngs Compensation  Total
ORI ) ) &) &)
Mark Zwecker 18,725 46,367 27,556 — — — 92,648
Jon Colin — 34,001 27,556 — — — 61,557
Robert L. Ferguson (@) 3,891 9,633 68,889 82,413
Jack Lahav — 34,666 27,556 — — — 62222
Joe R. Reeder — 246,00005) 27,556 — — — 273,556
Charles E. Young 9,275 22967 27,556 — — — 59,798
Larry M. Shelton 9,275 22967 27,556 — — — 59,798

(D

(2)

(3)

(4)

(5)

Under the 2003 Outside Directors Plan, each director elects to receive 65% or 100% of the director’s fees in shares of our
Common Stock. The amounts set forth below represent the portion of the director’s fees paid in cash and excludes the
value of the director’s fee elected to be paid in Common Stock under the 2003 Outside Director Plan.

Mr. Robert L. Ferguson was nominated to serve as a Director in June 2007 i n connection with the closing of the
acquisition by the Company of Nuvotec and PEcoS and subsequently elected as a Board Member at our 2007 Meeting of
the Shareholders held on August 2,2007.

The number of shares of Common Stock comprising stock awards granted under the 2003 Outside Directors Plan is
calculated based on 75% of the closing market value of the Common Stock as reported on the NASDAQ on the business
day immediately preceding the date that the quarterly fee is due. Such shares are fully vested on the date of grant. The
value of the stock award is based on the market value of our Common Stock at each quarter end times the number of shares
as determined in the manner noted.

Options granted under the Company’s 2003 Outside Director Plan resulting from reelection of the Board of Directors on
August 2, 2007. Options are for a 10 year period with an exercise price of $2.95 per share and are fully vested in six
months from grant date. The value of the option award is calculated based on the fair value of the option per share
($2.296) on the date of grant pursuant to SFAS 123R. In 2007, the option expense recognized for financial statement
purposes totaled $191,000. The remaining $43,000 option expense will be recognized by February 2008, upon vesting of
the stock option, pursuant to SFAS 123R. See “Note 2” of “Notes to Consolidated Financial Statements”.

In addition to the quarterly fees for his service as a member of our Board of Directors, Mr. Reeder was awarded $160,000 in
additional fees by the Board of Directors on October 31, 2007 as compensation for his services as the board’s
representative in negotiating the agreement in principle to settle the claims brought by the United States, on behalf of the
EPA, against PFD, our Dayton, Ohio, subsidiary, and resolution of certain other matters relating to that lawsuit. Payment of
the fee is governed by the terms of our 2003 Outsider Directors Stock Plan. Mr. Reeder elected to receive 100% of his fees
payable in stock. As a result, Mr. Reeder was issued 73,818 shares of Common Stock in lieu of cash (based on 75% of the
closing price of $2.89/share on October 30, 2007). The fair value of the stock on October 30, 2007 was $213,334 (see
“Part I, Item 3 - Legal Proceeding” and “Note 16 - Related Party Transactions” in “Notes to Consolidated Financial
Statements™).

2003 Outside Directors Plan

We believe that it is important for our directors to have a personal interest in our success and growth and for their interests to
be aligned with those of our stockholders. Therefore, under our 2003 Outside Directors Stock Plan (“2003 Directors Plan”),
each outside director is granted a 10 year option to purchase up to 30,000 shares of Common Stock on the date such director is
initially elected to the Board of Directors, and receives on each reelection date an option to purchase up to another 12,000
shares of Common Stock, with the exercise price being the fair market value of the Common Stock on the date that the option
is granted. No option granted under the 2003 Directors Plan is exercisable until after the expiration of six months from the date
the option is granted and no option shall be exercisable after the expiration of ten years from the
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date the option is granted. Options to purchase 426,000 shares of Common Stock were granted and are outstanding
under the 2003 Directors Plan.

In 2007, we increased our monthly payment of fees to our outside directors from $1,500 to $1,750. In addition, each board
member is paid $1,000 for each board meeting attendance as well as $500 for each telephonic conference call. We compensate
our Audit Committee Chairman an additional $2,250 for each month of service as Chairman, as result of the additional
responsibilities placed on that position. As a member of the Board of Directors, each director elects to receive either 65% or
100% of the director's fee in shares of our Common Stock based on 75% o fthe fair market value of the Common Stock
determined on the business day immediately preceding the date that the quarterly fee is due. The balance of each director’s fee,
if any, is payable in cash. In 2007, the fees earned by our outside directors totaled $458,000, which included 73,818 shares of
stock valued at $213,334 paid to Mr. Joe Reeder as compensation for his services as the board’s representative in negotiating
the agreement in principle to settle the claims brought by the United States, on behalf of the EPA, against PFD, our Dayton,
Ohio, subsidiary, and resolution of certain other matters relating to that lawsuit (see “Part I, Item 3 - Legal Proceeding” and
“Note 16 - Related Party Transactions” in “Notes to Consolidated Financial Statements”). The aggregate amount of accrued
directors’ fees at December 31, 2007, to be paid during 2008 to the seven outside directors (Colin, Ferguson, Lahav, Reeder,
Shelton, Young and Zwecker) was approximately $100,000. Reimbursements of expenses for attending meetings of the Board
are paid in cash at the time of the applicable Board meeting. Although Dr. Centofanti is not compensated for his services
provided as a director, Dr. Centofanti is compensated for his services rendered as an officer of the Company. See “EXECUTIVE
COMPENSATION — Summary Compensation Table.”

As of the date of this report, we have issued 412,465 shares of our Common Stock in payment of director fees under the 2003
Directors Plan, covering the period October 1, 2002, through December 31, 2007.

In the event of a change of control (as defined in the “2003 Outside Directors Stock Plan”), each outstanding option and award
granted under the plans shall immediately become exercisable in full notwithstanding the vesting or exercise provisions
contained in the stock option agreement.

Compensation Committee Interlocks and Insider Participation

During 2007, the Compensation and Stock Option Committee for our Board of Directors was composed of Jack Lahav, Jon
Colin, Joe Reeder, and Dr. Charles E. Young. None of the members of the Compensation and Stock Option Committee has
been an officer or employee of the Company or has had any relationship with the Company requiring disclosure under the SEC
regulations.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Security Ownership of Certain Beneficial Owners
The table below sets forth information as to the shares of voting securities beneficially owned as of March 10, 2008, by each
person known by us to be the beneficial owners of more than 5% of any class of our voting securities.

Amount and Percent

Title Nature of of
Name of Beneficial Owner Of Class Ownership Class @)
Rutabaga Capital Management LLC/MA @) Common 5,146,389 9.58%
Jeffrey L Gendell, et al® Common 5,021,281 9.35%
Pictet Asset Management, LTD “ Common 4,876,460 9.08%
Heartland Advisors, Inc. Management ®) Common 4,143,345 7.72%

(1) The number of shares and the percentage of outstanding Common Stock beneficially owned by a person are based upon
53,704,516 shares of Common Stock issued and outstanding on March 10, 2008, and the
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number o f shares of Common Stock which such person has the right to acquire beneficial ownership of within 60 days.
Beneficial ownership by our stockholders has been determined in accordance with the rules promulgated under Section 13(d)
of the Exchange Act.

() This information is based on the Schedule 13G/A, filed with the Securities and Exchange Commission (“SEC”) on February
14, 2008, which provides that Rutabaga Capital Management LLC/MA, an investment advisor, has sole voting power over
1,777,300 shares and shared voting power over 3,369,089 shares and sole dispositive power over all of these shares. The
address of Rutabaga Capital Management LLC/MA is 64 Broad Street, Boston, MA 02109.

3) This information is based on the Schedule 13G/A, filed with the SEC on February 18,2008, which provides that Jeffrey L
Gendell shares voting dispositive power over 5,021,281 shares of Common Stock comprised of (a) 4,044,505 shares owned of
record by Tontine Capital Management, L.L.C., over which Mr. Gendell shares voting and dispositive power as general partner
and managing member and (b) 976,776 shares owned of record by Tontine Oversees Associates, L.L.C. over which Mr. Gendell
shares voting and dispositive power as managing member of Tontine Oversees Associates, L.L.C. Mr. Gendell’s address is 55
Railroad Avenue, Greenwich, Connecticut 06830.

(4) This information is based on the Schedule 13G/A, filed with the SEC on January 11, 2008, which provides that Pictet Asset
Management, SA, an investment firm, has sole dispositive and voting power over these shares. The address of Pictet Asset
Management, SA is 60 Route Des Acacias, Geneva 73, Switzerland CH-12 11.

(5) This information is based on the Schedule 13G, filed with the SEC on February 8,2008, which provides that Heartland
Advisors, Inc. an investment advisor, shares voting power over 3,898,745 of such shares, but no dispositive power over any of
the shares and no sole voting or sole dispositive power over any of the shares. The address of Heartland Advisors, Inc. is 789
North Water Street, Suite 500, Milwaukee, WI 53202.

Capital Bank represented to us that:

e Capital Bank holds of record as a nominee for, and as an agent of, certain accredited investors, 4,091,740 shares of our
Common Stock.;
e All of the Capital Bank's investors are accredited investors;

e None of Capital Bank's investors beneficially own more than 4.9% of our Common Stock and to its best knowledge,
none of Capital Bank’s investors act together as a group or otherwise act in concert for the purpose of voting on
matters subject to the vote of our stockholders or for purpose of dispositive or investment of such stock;

e (Capital Bank's investors maintain full voting and dispositive power over the Common Stock beneficially owned by
such investors; and

e Capital Bank has neither voting nor investment power over the shares of Common Stock owned by Capital Bank, as
agent for its investors.

e Capital Bank believes that it is not required to file reports under Section 16(a) of the Exchange Act or to file either
Schedule 13D or Schedule 13G in connection with the shares of our Common Stock registered in the name of Capital
Bank.

e Capital Bank is not the beneficial owner, as such term is defined in Rule 13d-3 of the Exchange Act, of the shares of
Common Stock registered in Capital Bank’s name because (a) Capital Bank holds the Common Stock as a nominee
only and (b) Capital Bank has neither voting nor investment power over such shares.

Notwithstanding the previous paragraph, if Capital Bank's representations to us described above are incorrect or if Capital
Bank's investors are acting as a group, then Capital Bank or a group of Capital Bank's investors could be a beneficial owner of
more than 5% of our voting securities. If Capital Bank is deemed
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the beneficial owner of such shares, the following table sets forth information as to the shares of voting securities that
Capital Bank may be considered to beneficially own on March 10, 2008.

Amount and Percent
Name of Title Nature of of
Record Owner Of Class Ownership Class V)
Capital Bank Grawe Gruppe @) Common 4,091,740(2) 7.62%

() This calculation is based upon 53,704,516 shares of Common Stock issued and outstanding on March 10, 2008 plus the
number of shares of Common Stock which Capital Bank, as agent for certain accredited investors has the right to acquire
within 60 days, which is none.

(2) This amount is the number of shares that Capital Bank has represented to us that it holds of record as nominee for, and as an
agent of, certain of its accredited investors. As of the date of this report, Capital Bank has no warrants or options to acquire, as
agent for certain investors, additional shares of our Common Stocks. Although Capital Bank is the record holder of the shares
of Common Stock described in this note, Capital Bank has advised us that it does not believe it is a beneficial owner of the
Common Stock or that it is required to file reports under Section 16(a) or Section 13(d) of the Exchange Act. Because Capital
Bank (a) has advised us that it holds the Common Stock as a nominee only and that it does not exercise voting or investment
power over the Common Stock held in its name and that no one investor of Capital Bank for which it holds our Common
Stock holds more than 4.9% of our issued and outstanding Common Stock and (b) has not nominated, and has not sought to
nominate, and does not intend to nominate in the future, any person to serve as a member of our Board of Directors, we do not
believe that Capital Bank is our affiliate. Capital Bank's address is Burgring 16, A-8010 Graz, Austria.

Security Ownership of Management

The following table sets forth information as to the shares of voting securities beneficially owned as of March 10, 2008, by
each of our Directors and named executive officers and by all of our directors and executive officers as a group. Beneficial
ownership has been determined in accordance with the rules promulgated under Section 13(d) of the Exchange Act. A person
is deemed to be a beneficial owner of any voting securities for which that person has the right to acquire beneficial ownership
within 60 days.

Number of Shares Percentage of
Name of Beneficial Owner(2) Of Common Stock  Common Stock (1)
Dr. Louis F. Centofanti (3) 1,183,600(3) 2.19%
Jon Colin ¥ 165,341(4) *
Robert L. Ferguson ® 222.,783(5) *
Jack Lahav (©® 728,168(6) 135%
Joe Reeder () 400,184(7) *
Larry M. Shelton ®) 49,397(8) *
Dr. Charles E. Young () 99,222(9) *
Mark A. Zwecker 10) 343,430(10) *
Steven Baughman ) 366,675(11) *
Larry McNamara (12) 436,666(12) *
Robert Schreiber, Jr. (13) 236,036(13) "
Directors and Executive Officers as a Group (11 persons) 4,231,502(14) 7.67%

*Indicates beneficial ownership of less than one percent (1%).
(1) See footnote (1) of the table under “Security Ownership of Certain Beneficial Owners”.

() The business address of each person, for the purposes hereof, is c/o Perma-Fix Environmental Services, Inc., 8302
Dunwoody Place, Suite 250, Atlanta, Georgia 30350.
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() These shares include (1) 537,934 shares held of record by Dr. Centofanti; (ii) options to purchase 341,666 shares which are
immediately exercisable; and 304,000 shares held by Dr. Centofanti's wife. Dr. Centofanti has sole voting and investment
power of these shares, except for the shares held by Dr. Centofanti's wife, over which Dr. Centofanti shares voting and
investment power.

() Mr. Colin has sole voting and investment power over these shares which include: (i) 80,341 shares held of record by Mr.
Colin, and (ii) options to purchase 85,000 shares of Common Stock, which are immediately exercisable.

) Mr. Ferguson has sole voting and investment power over these shares which include: (i) 141,719 shares of Common Stock
held of record by Mr. Ferguson, (ii) 27,046 shares held in Mr. Ferguson’s individual retirement account, (iii) 24,018 shares
held by Ferguson Financial Group LLC (“FFG LLC”), of which Mr. Ferguson is the manager; and (iv) options to purchase
30,000 shares, which are immediately exercisable.

(6) Mr. Lahav has sole voting and investment power over these shares which include: (i) 648,168 shares of Common Stock
held of record by Mr. Lahav; (ii) options to purchase 80,000 shares, which are immediately exercisable.

(7) Mr. Reeder has sole voting and investment power over these shares which include: (i) 325,184 shares of Common Stock
held of record by Mr. Reeder, and (ii) options to purchase 75,000 shares, which are immediately exercisable.

(®) Mr. Shelton has sole voting and investment power over these shares which include: (i) 7,397 shares of Common Stock held
of record by Mr. Shelton, and (ii) options to purchase 42,000 shares, which are immediately exercisable.

) Dr. Young has sole voting and investment power over these shares which include: (i) 21,222 shares held of record by Dr.
Young; and (ii) options to purchase 78,000 shares, which are immediately exercisable.

(10) Mr, Zwecker has sole voting and investment power over these shares which include: (i) 258,430 shares of Common Stock
held of record by Mr. Zwecker; and (ii) options to purchase 85,000 shares, which are immediately exercisable.

(D My, Baughman has sole voting and investment power over these shares which include: (i) 333,342 shares of Common
Stock held of record by Mr. Baughman; and (ii) options to purchase 33,333 shares, which are exercisable on May 15, 2008.

(12) Mr. McNamara has sole voting and investment power over these shares which include: options to purchase 436,666
shares, which are immediately exercisable.

(13) Mr. Schreiber has joint voting and investment power, with his spouse, over 89,369 shares of Common Stock beneficially
held and sole voting and investment power over options to purchase 146,667 shares, which are immediately exercisable.
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Equity Compensation Plans
The following table sets forth information as of December 31,2007, with respect to our equity compensation plans.

Equity Compensation Plan
Number of securities
remaining available for
Weighted average future issuance under
Number of securities to  exercise price of  equity compensation

be issued upon exercise outstanding plans (excluding
of outstanding options ~ options, warrants  securities reflected in
Plan Category warrants and rights and rights column (a)
(a) (b) (©
Equity compensation plans Approved by
stockholders 2,590,026 $1.91 1,206,534
Equity compensation plans not Approved by
stockholders (1) — — _
Total 2,590,026 $1.91 1,206,534

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Lawrence Properties LLC

During February 2006, our Board of Directors approved and we entered into a lease agreement, whereby we lease property from
Lawrence Properties LLC, a company jointly owned by the president of Schreiber, Yonley and Associates, Robert Schreiber, Jr.
and his spouse. Mr. Schreiber is a member of our executive management team. The lease is for a term of five years from June 1,
2006. We pay monthly rent expense of $10,000, which we believe is lower than costs charged by unrelated third party
landlords. Additional rent will be assessed for any increases over the initial lease commencement year for property taxes or
assessments and property and casualty insurance premiums.

Mr. Joe Reeder

The Compensation Committee of our Board of Directors unanimously recommended to the full Board of Directors, and, based
on such recommendation, on October 31,2007, our Board of Directors, with Mr. Reeder abstaining, approved that Mr. Joe R.
Reeder, a member of our Board of Directors be paid an additional director’s fee of $160,000 as compensation for his services as
the board’s representative in negotiating the agreement in principle to settle the claims brought by the United States, on behalf
of the EPA, against PFD, our Dayton, Ohio, subsidiary, and resolution of certain other matters relating to that lawsuit (See Part
I,Item 3 — “Legal Proceedings”). As a fee payable to Mr. Reeder for his services as a member of our Board of Directors,
payment of the fee is governed by the terms of our 2003 Outsider Directors Stock Plan. In accordance with the terms of the
2003 Directors Plan, fees payable to a non-employee director may be paid, at the election of the director, with either 65% or
100% in shares of our common stock, with any balance payable in cash. The number of shares to be issued under the 2003
Directors Plan in lieu of cash fees is determined by dividing the amount of the fee by 75% of the closing sales price of our
common stock on the business day immediately preceding the date that the fee is due. Mr. Reeder elected to receive 100% of
such fee in shares of our Common Stock in lieu of cash. As fees payable to Mr. Reeder on October 31, 2007, Mr. Reeder was
issued 73,818 shares of Common Stock in lieu of cash (based on 75% of the closing price of $2.89/share on October 30, 2007).

The fair value of the stock on October 30, 2007 is $213,334, which we expensed as director’s fees in the 4th quarter of 2007.
The shares were issued to Mr. Reeder on December 31, 2007.
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Mr. David Centofanti

Mr. David Centofanti serves as our Director of Information Services. For such services, he received total compensation in 2007
of approximately $154,000. Mr. David Centofanti is the son of our chief executive officer and chairman of our board, Dr. Louis
F. Centofanti. We believe the compensation received by Mr. Centofanti for his technical expertise which he provides to the
Company is competitive and comparable to compensation we would have to pay to an unaffiliated third party with the same
technical expertise.

Mr. Robert L. Ferguson

On June 13, 2007, we acquired Nuvotec and Nuvotec's wholly owned subsidiary, PEcoS, pursuant to the terms of the Merger
Agreement, between us, Nuvotec, PEcoS, and our wholly owned subsidiary. At the time of the acquisition, Robert L. Ferguson
was the chairman, chief executive officer, and individually or through entities controlled by him, the owner of approximately
21.29% of Nuvotec’s outstanding common stock.

As consideration for the merger, we agreed to pay the Nuvotec’s shareholders the sum of approximately $11.2 million, payable
as follows:

(a) $2.3 million in cash at closing of the merger;

(b) an earn-out amount not to exceed $4.4 million over a four year period ("Earn-Out Amount"), with the first $1.0
million of the Earn-Out Amount to be placed in an escrow account to satisfy certain indemnification obligations
under the Merger Agreement of Nuvotec, PEcoS, and the shareholders of Nuvotec (including Mr. Ferguson) to us that
are identified by us within two years following the merger; and

(c) payable only to the shareholders of Nuvotec that qualified as accredited investors pursuant to Rule 501 of Regulation
D promulgated under the Securities Act of 1933, as amended (which includes Mr. Ferguson):

. $2.5 million, payable over a four year period, unsecured and nonnegotiable and bearing an annual rate of
interest of 8.25%, with (i) accrued interest only payable on June 30, 2008, (ii) $833,333.33, plus accrued and
unpaid interest, payable on June 30, 2009, (iii) $833,333.33, plus accrued and unpaid interest, payable on
June 30,2010, and (iv) the remaining unpaid principal balance, plus accrued and unpaid interest, payable on
June 30,2011 (collectively, the "Installment Payments"). The Installment Payments may be prepaid at any
time by Perma-Fix without penalty; and

. 709,207 shares of our common stock, with such number of shares determined by dividing $2.0 million by
95% of average of the closing price of the common stock as quoted on the Nasdaq during the 20 trading days
period ending five business days prior to the closing of the merger.

At the closing of the merger, the Nuvotec debt was approximately $9.4 million, of which approximately $3.7 million was for
PEcoS. Approximately $8.9 million of the $9.4 million was owed to KeyBank National Association. We paid approximately
$5.4 million of the total debt, with payment of approximately $4.9 million on the KeyBank debt. Of the amount of remaining
debt, $4.0 million is owed by PESI Northwest under a credit facility with KeyBank. The KeyBank credit facility and a related
$1.75 million line of credit with KeyBank is guaranteed by Mr. Ferguson [and William Lampson, who prior to the merger was
the vice-chairman and a vice-president of Nuvotec and PEcoS].

We paid Mr. Ferguson and entities controlled by him, as accredited stockholders in Nuvotec, a total of $224,560 cash
and issued to him and the entities controlled by him a total of 192,783 shares of our common stock in consideration
for the merger pursuant to the terms described above. The fair market value of the
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192,783 shares of common stock issued to Mr. Ferguson was $584,133, based on the closing price of our common stock on
July 23,2007, the date of issuance. Mr. Ferguson and the entities controlled by him will also be entitled to receive 21.29% of
the total Earn-Out Amount and 27.18% of the the Installment Payments payable under the terms of the Merger Agreement,
based on the proportionate share of Nuvotec’s common stock owned prior to the merger by Mr. Ferguson and entities
controlled by him.

In connection with the merger, we agreed to increase the number of our directors from seven to eight and to take reasonable
action to nominate and recommend Mr. Ferguson for election as a member of our Board of Directors, if such nomination would
not breach any fiduciary duties or legal requirements of our Board. The Board of Directors subsequently determined that
nominating Mr. Ferguson forelection as a member of our Board would not breach the Board's fiduciary duties or legal
requirements. Accordingly, our Corporate Governance and Nominating Committee considered Mr. Ferguson’s qualifications
and nominated him for election to the Board. Our shareholders elected Mr. Ferguson as a director at our 2007 annual meeting
held on August 2, 2007.

The Company’s Audit Committee acts under its Audit Committee Charter and reviews all related party transactions involving
our directors and executives.

Director Independence
See “Item 10 of Part IIl — Directors, Executive Officers and Corporate Governance” regarding the independence of our
Directors.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Audit Fees

The aggregate fees and expenses billed by BDO Seidman, LLP (“BDO”) for professional services rendered for the audit of the
Company's annual financial statements for the fiscal years ended December 31,2007 and 2006, for the reviews of the financial
statements included in the Company's Quarterly Reports on Form 10-Q for those fiscal years, and for review of documents filed
with the Securities and Exchange Commission for those fiscal years were approximately $557,000 and $478,000, respectively.
Audit fees for 2007 and 2006 include approximately $175,000 and $195,000, respectively, in fees related to the audit of
internal control over financial reporting. Approximately 8% and 7% of the total hours spent on audit services for the Company
for the years ended December 31, 2006, were spent by Cross, Fernandez and Riley, LLP (“CFR”) and by McLeod and
Company, respectively, members of the BDO alliance network of firms. Such members are not full time, permanent employees
of BDO. No members of any BDO alliance network of firms performed audit services for the Company for the years ended
December 31,2007

Audit-Related Fees

BDO was not engaged to provide audit related services to the Company for the fiscal years ended December 31, 2007 and
2006. The aggregate fees billed by CFR for audit related services to the Company for the fiscal year ended December 31, 2007
was approximately $4,200.

CFR audited the Company's 401 (k) Plan during 2007 and 2006, and billed $10,000 and $11,000, respectively.

Tax Services
BDO was not engaged to provide tax services to the Company for the fiscal year ended December 31,2007 and 2006.

The aggregate fees billed by CFR for tax compliance services for 2007 and 2006 were approximately $7,800 and $34,000,
respectively. CFR was engaged to provide consulting on corporate tax issues for the fiscal year ended December 31, 2006,
resulting in fees billed of approximately $4,300.
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All Other Fees

BDO was engaged to provide services related to the acquisition of Nuvotec USA, Inc. and its wholly owned subsidiary, Pacific
EcoSolutions, Inc. (“PEcoS”) and other corporate related matters for the fiscal year ended December 31, 2007, resulting in fees
totaling approximately $12,000. In 2006, BDO was engaged to provide services related to our proposed acquisition of
Nuvotec USA, Inc. and its wholly owned subsidiary, Pacific EcoSolutions, Inc. (“PEcoS”), resulting in fees of approximately

$4,300.

The Audit Committee of the Company's Board of Directors has considered whether BDO’s provision of the services described
above for the fiscal years ended December 31, 2007 and 2006, is compatible with maintaining its independence. The Audit
Committee also considered services performed by CFR and McLeod and Company to determine that it is compatible with
maintaining independence.

Engagement of the Independent Auditor

The Audit Committee is responsible for approving all engagements with BDO and any members of the BDO alliance network
of firms to perform audit or non-audit services for us, prior to engaging these firms to provide those services. All of the services
under the headings Audit Fees, Audit Related Fees, Tax Services, and All Other Fees were approved by the Audit Committee
pursuant to paragraph (c)(7)d)(C) of Rule 2-01 of Regulation S-X of the Exchange Act. The Audit Committee's pre-approval
policy provides as follows:

e The Audit Committee will review and pre-approve on an annual basis any known audit, audit-related, tax and all
other services, along with acceptable cost levels, to be performed by BDO and any members of the BDO alliance
network of firms. The Audit Committee may revise the pre-approved services during the period based on subsequent
determinations. Pre-approved services typically include: statutory audits, quarterly reviews, regulatory filing
requirements, consultation on new accounting and disclosure standards, employee benefit plan audits, reviews and
reporting on management's internal controls and specified tax matters.

e Any proposed service that is not pre-approved on the annual basis requires a specific pre-approval by the Audit
Committee, including cost level approval.

e The Audit Committee may delegate pre-approval authority to one or more of the Audit Committee members. The
delegated member must report to the Audit Committee, at the next Audit Committee meeting, any pre-approval
decisions made.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

The following documents are filed as a part of this report:

(a)(1) Consolidated Financial Statements

See Item 8 for the Index to Consolidated Financial Statements.

(@)?2) Financial Statement Schedules

See Item 8 for the Index to Consolidated Financial Statements (which includes the Index to Financial Statement
Schedules)

@)@3) Exhibits

The Exhibits listed in the Exhibit Index are filed or incorporated by reference as a part of this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

Perma-Fix Environmental Services, Inc.

By /s/Dr. Louis F. Centofanti Date March 31,2008
Dr. Louis F. Centofanti
Chairman of the Board
Chief Executive Officer

By /s/Steven T. Baughman Date March 31,2008
Steven T. Baughman
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in capacities and on the dates indicated.

By /s/Dr. Louis F. Centofanti Date March 31,2008

Dr. Louis F. Centofanti, Director

By /s/Jon Colin Date March 31,2008

Jon Colin, Director

By /s/ Robert L. Ferguson Date March 31,2008
Robert L. Ferguson, Director

By /s/Jack Lahav Date March 31,2008

Jack Lahav, Director

By /s/Joe R.Reeder Date March 31,2008

Joe R. Reeder, Director

By /s/ Larry M. Shelton Date March 31,2008
Larry M. Shelton, Director

By /s/ Charles E. Young Date March 31,2008
Charles E. Young, Director

By /s/ Mark A. Zwecker Date March 31,2008
Mark A. Zwecker, Director
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SCHEDULE I

PERMA-FIX ENVIRONMENTAL SERVICES, INC.

VALUATION AND QUALIFYING ACCOUNTS
For the years ended December 31, 2007, 2006, and 2005

(Dollars in thousands)

Additions
Charged to
Balance at Costs,
Beginning Expenses Balance at
Description of Year and Other Deductions End of Year
Year ended December 31, 2007:
Allowance for doubtful accounts-continuing
operations 168 94 % 124 138
Allowance for doubtful accounts-discontinued
opertions 247 113 91 269
Year ended December 31, 2006:
Allowance for doubtful accounts-continuing
operations 285 (59 % 58 168
Allowance for doubtful accounts-discontinued
opertions 317 124§ 194 247
Year ended December 31, 2005:
Allowance for doubtful accounts-continuing
operations 147 167 $ 29 285
Allowance for doubtful accounts-discontinued
opertions 548 (19) $ 212 317
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Exhibit
No.

EXHIBIT INDEX

Description

2.1

22

23

24

3@)

3(ii)

4.1

42

43

4.4

4.5

4.6

4.7

Agreement and Plan of Merger dated April 27, 2007, by and among Perma-Fix Environmental Services, Inc.,
Nuvotec USA, Inc., Pacific EcoSolutions, Inc. and PESI Transitory, Inc., which is incorporated by reference from
Exhibit 2.1 to the Company’s Form 8-K, filed May 3, 2007. The Company will furnish supplementally a copy of
any omitted exhibits or schedule to the Commission upon request.

First Amendment to Agreement and Plan of Merger, dated June 13, 2007, by andamong Perma-Fix
Environmental Services, Inc., Nuvotec USA, Inc., Pacific EcoSolutions, Inc., and PESI Transitory, Inc., which is
incorporated by reference from Exhibit 2.2 to the Company’s Form 8-K, filed June 19, 2007. The Company will
furnish supplementally a copy of any omitted exhibits or schedule to the Commission upon request.

Asset Purchase Agreement by and among Triumvirate Environmental Services, Inc., Triumvirate Environmental
(Baltimore), LLC, Perma-Fix Environmental Services, Inc., and Perma-Fix of Maryland, Inc. dated January 18,
2008. Schedules and exhibits to the Agreement are listed in the Agreement,and the Company will furnish
supplementally a copy of any omitted exhibits or schedule to the Commission upon request.

Asset Purchase Agreement by and among Perma-Fix of Dayton, Inc., Perma-Fix Environmental Services, Inc., and
OGM, Ltd., dated March 14, 2008, as incorporated by reference from Exhibit 10.1 to the Company’s Form 8-K,
filed March 20, 2008. The Company will furnish supplementally a copy of any omitted exhibits or schedule to
the Commission upon request.

Restated Certificate of Incorporation, as amended, and all Certificates of Designations are incorporated by
reference from 3.1(i) to the Company's Form 10-Q for the quarter ended September 30, 2002.

Bylaws of Perma-Fix Environmental Services, Inc., as amended on October30, 2007, as incorporated by
reference from Exhibit 3(ii) to the Company’s Form 10-Q for the quarter ended September 30, 2007.

Specimen Common Stock Certificate as incorporated by reference from Exhibit4.3 tothe Company's
Registration Statement, No. 33-51874.

Loan and Security Agreement by and between the Company, subsidiaries of the Company as signatories thereto,
and PNC Bank, National Association, dated December 22, 2000, as incorporated by reference from Exhibit 99.1
to the Company's Form 8-K dated December 22, 2000.

First Amendment to Loan Agreement and Consent, dated January 30, 2001, between the Company and PNC
Bank, National Association as incorporated by reference from Exhibit 99.7 to the Company's Form 8-K dated
January 31,2001.

Amendment No. 1 to Revolving Credit, Term Loan and Security Agreement, dated as of June 10, 2002, between
the Company and PNC Bank is incorporated by reference from Exhibit 4.3 to the Company's Form 10-Q for the
quarter ended September 30, 2002.

Amendment No. 2 to Revolving Credit, Term Loan and Security Agreement, dated as of May 23, 2003, between
the Company and PNC Bank, as incorporated by reference from Exhibit 4.4 to the Company's Form 10-Q for the
quarter ended June 30, 2003, and filed on August 14, 2003.

Amendment No. 3 to Revolving Credit, Term Loan, and Security Agreement, dated as of October 31, 2003,
between the Company and PNC Bank, as incorporated by reference from Exhibit 4.5 to the Company's Form 10-
Q for the quarter ended September 30, 2003, and filed on November 10, 2003.

Registration Rights Agreement, dated March 16, 2004, between the Company and Alexandra Global Master

Fund, Ltd., Alpha Capital AG, Baystar Capital II, L.P., Bristol
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4.8

49

4.10

4.12

4.13

4.14

4.15

10.1

10.2

10.3

104

10.5

10.6

10.7

Investment Fund, Ltd., Crescent International Ltd, Crestview Capital Master LLC, Geduld Capital Partners LP,
Gruber & McBaine International, Irwin Geduld Revocable Trust, J Patterson McBaine, Jon D. Gruber and Linda
W . Gruber, Lagunitas Partners LP, Omicron Master Trust, Palisades Master Fund, L.P., Stonestreet LP, is
incorporated by reference from Exhibit 4.2 of our Registration Statement No. 333-115061.

Common Stock Purchase Warrant, dated March 16, 2004, issued by the company to Alexandra Global Master
Fund, Ltd., for the purchase of 262,500 shares of the Company's common stock, is incorporated by reference
from Exhibit 4.3 of our Registration Statement No. 333-115061. Substantially similar warrants were issued by
the Company to the following: (1) Alpha Capital AG, for the purchase of up to 54,444 shares; (2)Baystar Capital
II, L.P., for the purchase of up to 63,000 shares; (3) Bristol Investment Fund, Ltd., for the purchase of up to
62,222 shares; (4) Crescent International Ltd, for the purchase of up to 105,000 shares; (5) Crestview Capital
Master LLC, for the purchase of up to 233,334 shares; (6) Geduld Capital Partners LP, for the purchase of up to
26,250 shares; (7) Gruber & McBaine International, for the purchase of up to 38,889 shares; (8) rwin Geduld
Revocable Trust, for the purchase of up to 17,500 shares; (9)J Patterson McBaine, for the purchase of up to
15,555 shares; (10) Jon D. Gruber and Linda W. Gruber, for the purchase of up to 38,889 shares; (11) Lagunitas
Partners LP, for the purchase of up to 93,333 shares; (12) Omicron Master Trust, for the purchase of up to 77,778
shares; (13) Palisades Master Fund, L.P., for the purchase of up to 472,500 shares; and (14) Stonestreet LP, for the
purchase of up to 54,444 shares. Copies will be provided to the Commission upon request.

Amendment No. 4 to Revolving Credit, Term Loan, and Security Agreement, dated as of March 25, 2005,
between the Company and PNC Bank as incorporated by reference from Exhibit 4.12 to the Company's Form 10-
K for the year ended December 31, 2004.

Letter from PNC Bank regarding intent to waive technical default on the Loan and Security Agreement with
PNC Bank due to resignation of Chief Financial Officer.

Amendment No. 6 to Revolving Credit, Term Loan, and Security Agreement, dated as of June 12, 2007, between
the Company and PNC Bank as incorporated by reference from Exhibit 4.1 to the Company's Form 10-Q for the
quarter ended June 30, 2007.

Amendment No. 7 to Revolving Credit, Term Loan, and Security Agreement, dated as of July 18, 2007, between
the Company and PNC Bank as incorporated by reference from Exhibit 4.2 to the Company's Form 10-Q for the
quarter ended June 30, 2007.

Amendment No. 8 to Revolving Credit, Term Loan, and Security Agreement, dated as of November 2, 2007,
between the Company and PNC Bank as incorporated by reference from Exhibit 4.1 to the Company's Form 10-
Q for the quarter ended September 30, 2007.

Amendment No. 9 to Revolving Credit, Term Loan, and Security Agreement, dated as of December 18, 2007,
between the Company and PNC Bank.

Amendment No. 10 to Revolving Credit, Term Loan, and Security Agreement, dated as of March 26, 2008,
between the Company and PNC Bank.

1991 Performance Equity Plan of the Company as incorporated herein by reference from Exhibit 10.3 to the
Company's Registration Statement, No. 33-51874.

1992 Outside Directors' Stock Option Plan of the Company as incorporated by reference from Exhibit 10.4 to the
Company's Registration Statement, No. 33-51874.

First Amendment to 1992 Outside Directors' Stock Option Plan as incorporated by reference from Exhibit 10.29
to the Company's Form 10-K for the year ended December 31, 1994.

Second Amendment to the Company's 1992 Outside Directors' Stock Option Plan, as incorporated by reference
from the Company's Proxy Statement, dated November 4, 1994.

Third Amendment to the Company's 1992 Outside Directors' Stock Option Plan as incorporated by reference
from the Company's Proxy Statement, dated November 8, 1996.

Fourth Amendment to the Company's 1992 Outside Directors' Stock Option Plan as incorporated by reference
from the Company's Proxy Statement, dated April 20, 1998.

1993 Non-qualified Stock Option Plan as incorporated by reference from the Company's Proxy Statement, dated



October 12, 1993.
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401(K) Profit Sharing Plan and Trust of the Company as incorporated by reference from Exhibit 10.5 to the
Company's Registration Statement, No. 33-51874.

Subcontract Change Notice between East Tennessee Materials and Energy Corporation and Bechtel Jacobs
Company, LLC, No. BA-99446/7 and 8F, dated July 2, 2002, are incorporated by reference from Exhibit 10.24
to the Company's Registration Statement No. 333-70676.

Option Agreement, dated July 31, 2001, among the Company, AMI, and BEC is incorporated by reference from
Exhibit 99.8 to the Company's Form 8-K, dated July 30,2001.

Promissory Note, dated June 7, 2001, issued by M&EC in favor of Performance Development Corporation is
incorporated by reference from Exhibit 10.1 to the Company's Form 8-K, dated June 15,2001.

Form 433-D Installment Agreement, dated June 11, 2001, between M&EC and the Internal Revenue Service is
incorporated by reference from Exhibit 10.2 to the Company's Form 8-K, dated June 15,2001.

Common Stock Purchase Warrant, dated July 9, 2001, granted by the Registrant to Capital Bank—Grawe Gruppe
AG for the right to purchase up to 1,830,687 shares of the Registrant's Common Stock at an exercise price of
$1.75 per share incorporated by reference from Exhibit 10.12 to the Company's Registration Statement, No. 333-
70676.

Common Stock Purchase Warrant, dated July 9, 2001, granted by the Registrant to Herbert Strauss for the right
to purchase up to 625,000 shares of the Registrant's Common Stock at an exercise price of $1.75 per share,
incorporated by reference from Exhibit 10.13 to the Company's Registration Statement, No. 333-70676.

Warrant Agreement, dated July 31, 2001, granted by the Registrant to Paul Cronson for the right to purchase up
to 43,295 shares of the Registrant's Common Stock at an exercise price of $1.44 per share, incorporated by
reference from Exhibit 10.20 to the Company's Registration Statement, No. 333-70676. Substantially similar
Warrants, dated July 31, 2001, for the right to purchase up to an aggregate 186,851 shares of the Registrant's
Common Stock at an exercise price of $1.44 per share were granted by the Registrant to Ryan Beck (6,836
shares), Ryan Beck (54,688), Michael Kollender (37,598 shares), Randy Rock (37,598 shares), Robert Goodwin
(43,294 shares), and Meera Murdeshwar (6,837 shares). Copies will b e provided to the Commission upon
request.

Warrant to Purchase Common Stock, dated July 30, 2001, granted by the Registrant to David Avital for the
purchase of up to 143,000 shares of the Registrant's Common Stock at an exercise price of $1.75 per share,
incorporated by reference from Exhibit 10.21 to the Company's Registration Statement, No. 333-70676.
Substantially similar Warrants for the purchase of an aggregate 4,249,022 were issued to Capital Bank (837,451
shares), CICI 1999 Qualified Annuity Trust (85,715 shares), Gerald D. Cramer (85,715 shares), CRM 1999
Enterprise Fund 3 (200,000 shares), Craig S. Eckenthal (57,143 shares), Danny Ellis Living Trust (250,000
shares), Europa International, Inc. (571,428 shares), Harvey Gelfenbein (28,571 shares), A. C. Israel Enterprises
(285,715 shares), Kuekenhof Partners, L.P. (40,000), Kuekenhof Equity Fund, L.P. (60,000 shares), Jack Lahav
(571,429 shares), Joseph LaMotta (28,571 shares), Jay B. Langner (28,571 shares), The F. M. Grandchildren
Trust (42,857 shares), Peter Melhado (115,000 shares), Pamela Equities Corp. (42,857 shares), Josef Paradis
(143,000 shares), Readington Associates (57,143 shares), Dr. Ralph Richart (225,000 shares), Edward J.
Rosenthal Profit Sharing Plan (28,571 shares), Yariv Sapir IRA (85,714 shares), and Bruce Wrobel (150,000
shares), respectively. Copies will be provided to the Commission upon request.

Common Stock Purchase Warrant, dated July 30, 2001, granted by the Registrant to Ryan, Beck & Co. for the
purchase of 20,000 shares of the Registrant's Common Stock at an exercise price of $1.75 per share, incorporated
by reference from Exhibit 10.22 to the Company's Registration Statement, No. 333-70676. Substantially similar
Warrants, dated July 30, 2001, for the purchase of an aggregate 48,000 shares of the Registrant's Common
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Stock at an exercise price of $1.75 per share were issued to Ryan, Beck & Co., LLC (14,000 shares), and
Larkspur Capital Corporation (34,000 shares). Copies will be provided to the Commission upon request.

Common Stock Purchase Warrant, dated July 31, 2001, granted by the Registrant to Associated Mezzanine
Investors-PESI (I), L.P. for the purchase of up to 712,073 shares of the Registrant's Common Stock at an exercise
price of $1.50 per share, incorporated by reference from Exhibit 10.23 to the Company's Registration Statement,
No. 333-70676. A substantially similar Warrant was issued to Bridge East Capital L.P. for the right to purchase
of up to 569,658 shares of the Registrant's Common Stock, and a copy will be provided to the Commission upon
request.

2003 Outside Directors' Stock Plan of the Company as incorporated by reference from Exhibit B to the
Company's 2003 Proxy Statement.

2003 Employee Stock Purchase Plan of the Company as incorporated by reference from Exhibit C to the
Company's 2003 Proxy Statement.

2004 Stock Option Plan of the Company as incorporated by reference from Exhibit B to the Company's 2004
Proxy Statement.

Common Stock Purchase Warrant, dated March 16, 2004, granted by the Company to R.Keith Fetter, is
incorporated by reference from Exhibit 10.3 of our Form S-3 Registration Statement dated April 30, 2004.
Substantially similar warrants were granted to Joe Dilustro

and Chet Dubov, each for the purchase of 30,000 shares of the Company's common stock. Copies will be
provided to the Commission upon request.

Basic agreement between East Tennessee Materials and Energy Corporation and Bechtel Jacobs Company, LLC
No. BA-99446F, dated September 20, 2005, as incorporated by reference from Exhibit 10.1 to our Form 10-Q for
the quarter ended September 30, 2005. Attachments to this extended agreement will be provided to the
Commission upon request.

Basic agreement between East Tennessee Materials and Energy Corporation and Bechtel Jacobs Company, LLC
No. BA-99447F, dated September 20, 2005, as incorporated by reference from Exhibit 10.2 to our Form 10-Q for
the quarter ended September 30, 2005. Attachments to this extended agreement will be provided to the
Commission upon request.

2006 Executive Management Incentive Plan for Chairman, Chief Executive Officer and President, effective
January 1, 2006, as incorporated by reference from Exhibit 10.25 to the Company’s Form 10-K for the year
ended December 31, 2006.

2006 Executive Management Incentive Plan for Chief Operating Officer, effective January 1, 2006, as
incorporated by reference from Exhibit 10.26 to the Company’s Form 10-K for the year ended December 31,
2006.

2006 Executive Management Incentive Plan for Vice President, Chief Financial Officer, effective May 15, 2006,
as incorporated by reference from Exhibit 10.26 to the Company’s Form 10-K for the year ended December 31,
2006.

Settlement Agreement, dated December 19,2007, by and between Barbara Fisher (“Fisher”) and Perma-Fix of
Dayton, Inc.

Consent Decree, dated December 12, 2007, between United States of America and Perma-Fix of Dayton, Inc.
List of Subsidiaries
Consent of BDO Seidman, LLP

Certification by Dr. Louis F. Centofanti, Chief Executive Officer of the Company pursuant to Rule 13a-14(a) or
15d-14(a).

Certification by Steven T. Baughman, Chief Financial Officer of the Company pursuant to Rule 13a-14(a) or
15d-14(a).

Certification by Dr. Louis F. Centofanti, Chief Executive Officer of the Company furnished pursuant to 18



U.S.C. Section 1350.

32.2  Certification by Steven T. Baughman, Chief Financial Officer of the Company furnished pursuant to 18 U.S.C.
Section 1350.
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ASSET PURCHASE AGREEMENT

Asset Purchase Agreement (the “Agreement”), dated as of January 8, 2008, by and
among Triumvirate Environmental, Inc., a Massachusetts corporation (“TEI"); Triumvirate
Environmental (Baltimore), LLC, a Maryland limited liability company (the “Buyer™); Perma-
Fix Environmental Services, Inc., a Delaware corporation (“Parent”); and Perma-Fix of
Maryland, Inc., a Maryland corporation (the “Company™).

This Agreement sets forth the terms and conditions upon which the Buyer will purchase
from the Company, and the Company will sell to the Buyer, substantially all the assets of the
Company (other than the Retained Assets, as hereinafter defined) used by Company in
connection with 1ts commercial fuel operations and waste o1l removal and remediation business
(the “Business™), for the consideration provided herein.

In consideration of the foregoing, the mutual representations, warranties and covenants
set forth herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties to this Agreement hereby agree as follows:

ARTICLE I
DEFINITIONS

1.1 Definitions. For the purposes of this Agreement, all capitalized words or
expressions used in this Agreement (including the Schedules and Exhibits annexed hereto) shall
have the meanings specified in this Article I, unless otherwise defined herein (such meanings to
be equally applicable to both the singular and plural forms of the terms defined):

“Affiliate” means (i) in the case of an individual, the members of the immediate family
(including the individual’s spouse and the parents, siblings and children of the individual and/or
the individual's spouse) and any Business Entity that directly or indirectly, through one or more
intermediaries, controls, or is controlled by, or is under common control with, any of the
foregoing individuals, or (ii) in the case of a Business Entity, another Business Entity or a person
that directly or indirectly, through one or more intermediaries, controls, or is controlled by, or is
under common control with, the Business Entity.

“Business Day” means any day, excluding Saturday, Sunday and any other day on which
commercial banks in New York City, New York, are authorized or required by law to close.

“Business Entity” means any corporation, partnership, limited liability company, trust or
other domestic or foreign form of business association or organization.

“Carbon Avenue” means the real property located at 1500 Carbon Avenue, Baltimore,
Maryland 21226 and all buildings, improvements, fixtures, construction in process and the like
thereon, as more fully defined in the applicable Real Estate Purchase and Sale Agreement.




“CERCLA" means the Comprehensive Environmental Response Compensation and
Liability Act of 1980, as amended, and the regulations thereunder, and court decisions in respect
thereof, all as the same shall be in effect at the time.

“Charter” means the Certificate of Incorporation, Articles of Incorporation or
Organization or other organizational document of a corporation or limited liability company, as
amended and restated through the date hereof.

“Claim” means an action, suit, proceeding, hearing, investigation, litigation, charge,
complaint, claim or demand.

“Code” means the Internal Revenue Code of 1986, and the regulations thereunder,
published Internal Revenue Service rulings, and court decisions in respect thereof, all as the
same shall be in effect at the time.

“Compliance” or words of similar meaning shall mean the strict adherence to any and all
applicable Legal Requirements.

“Current Assets” means the sum, as of the Closing Date, of the value of the Company’s
cash and cash equivalents, restricted cash, prepaid expenses (exclusive of prepaid insurance and
other inter-company expenses for which Buyer does not receive a benefit upon transfer of the
Purchase Assets), inventory and other current assets as of the Closing Date, plus the amount of
any outstanding accounts receivable of the Company as of the Closing Date collected by Buyer
during the 120 day period following the Closing.

“Current Liabilities” means, as of the Closing Date, the value of the Company’s accounts
and trade payables, accrued expenses (exclusive of accrued income taxes and accrued reserves
for environmental liabilities), accrued compensation, and current and long term obligations under
all of the Company’s equipment leases.

“Environmental Action” means any administrative, regulatory or judicial action, suit,
demand, demand letter, claim, notice of non-compliance or violation, investigation, request for
information, proceeding, Lien, notice of Lien, consent order or consent agreement relating in any
way to any Environmental Law or any Environmental Permit, including, without limitation,

(a) any claim by any governmental or regulatory authonty for enforcement, cleanup, removal,
response, remedial or other actions or damages pursuant to any Environmental Law and (b) any
claim by any third party seeking damages, contribution, indemnification, cost recovery,
compensation or injunctive relief resulting from Hazardous Materials, damage to the
environment or alleged injury or threat of injury to human health or safety from pollution or
other environmental degradation.

“Environmental Law™ means any applicable federal, state and local laws, statutes,
ordinances, rules, regulations as well as common law, relating to protection of human health or
the environment, relating to Hazardous Substances, relating to liability for or costs of
Remediation or prevention of Releases of Hazardous Substances or relating to liability for or
costs of other actual or future danger to the environment. The term "Environmental Law"
includes, but is not limited to, the following statutes, as amended, any successor thereto, and any




regulations promulgated pursuant thereto, and any state or local statutes, ordinances, rules,
regulations and the like addressing similar issues: Maryland Code §1-801 et. seq., the Maryland
Uniform Environmental Covenants Act; Maryland Code §2-101 et. seq., Ambient Air Quality
Control; Maryland Code §4-201 et. seq., Stormwater Management; Maryland Code §4-401 et
seq., Water Pollution Control and Abatement; Maryland Code §6-601 et. seq., Toxie,
Carcinogenic and Flammable Substances; Maryland Code §7-101 et seq., Hazardous Materials
and Hazardous Substances; Code of Maryland Regulations (“COMAR™) Title 26, Subtitle 8;
COMAR Title 26, Subtitle 10; COMAR Title 26, Subtitle 11; COMAR Title 26, Subtitle 13;
COMAR Title 26, Subtitle 17; COMAR Title 26, Subtitle 26; The Code of Public Local Laws of
Baltimore City; Virginia Code, Title 62.1, Chapter 3.1 the State Water Control Law; Virginia
Code Title 10.1, Chapter 14 The Virginia Waste Management Act; Virginia Code Title 10.1,
Chapter 21.]1 The Virginia Water Quality Improvement Act of 1997; Virginia Code Title 10.1,
Chapter 13; 9 Virginia Administrative Code (“VAC") 20-60-10 — 20-60-1505; 5-10-10 - 9 VAC
5-510-250; 9 VAC 20-80-10 — 20-90-130; 9 VAC 20-110-10 — 20-110-130; 9 VAC 20-160-10 -
20-160-130; 25-10-10 — 9 VAC 25-820-70; the Comprehensive Environmental Response,
Compensation and Liability Act; the Emergency Planning and Community Right-to-Know Act;
the Hazardous Substances Transportation Act; the Resource Conservation and Recovery Act
(including but not limited to Subtitle I relating to underground Storage Tanks); the Solid Waste
Disposal Act; the Clean Water Act; the Clean Air Act; the Toxic Substances Control Act; the
Safe Drinking Water Act; the Occupational Safety and Health Act; the Federal Water Pollution
Control Act; the Federal Insecticide, Fungicide and Rodenticide Act; the Endangered Species
Act; the National Environmental Policy Act; and the River and Harbors Appropriation Act and
any similar state and local laws or by-laws, the rules, regulations and interpretations thereunder,
all as the same shall be in effect from time to time.

“Environmental Permit” means any permit, approval, identification number, license or
other authorization required under any Environmental Law.

“ERISA™ means the Employee Retirement Income Security Act of 1974, and any similar
or successor federal statute, and the rules, regulations and interpretations thereunder, all as the
same shall be in effect at the time.

“ERISA Affiliate” means, for purposes of Title IV of ERISA, any trade or business,
whether or not incorporated, that together with the Company, would be deemed to be a “single
employer” within the meaning of Section 4001 of ERISA, and, for purposes of the Code, any
member of any group that, together with the Company, is treated as a “single employer”™ for
purposes of Section 414 of the Code.

“GAAP” means generally accepted accounting principles set forth in the opinions and
pronouncements of the Accounting Principles Board and the American Institute of Certified
Public Accountants and statements and pronouncements of the Financial Accounting Standards
Board or in such other statements by such other entity as may be approved by a significant
segment of the accounting profession, which are applicable to the circumstances as of the date of
determination.




“Hazardous Materials” includes but is not limited to any and all substances biological and
etiologic agents or materials (whether solid, liquid or gas) defined, listed, or otherwise classified
as pollutants, hazardous wastes, hazardous substances, hazardous materials, extremely hazardous
wastes, or words of similar meaning or regulatory effect under any present or future
Environmental Laws, including but not limited to petroleum and petroleum products, asbestos
and asbestos-containing materials, chlorinated solvents; polychlorinated biphenyls, lead, lead-
based paints, radon, radioactive materials, flammables and explosives, any biological organism
or portion thereof (living or dead), including molds or other fungi, bacteria or other
microorganisms, or any etiologic agents or materials, and any other substance or exposure.

“Indebtedness™ means all obligations, contingent or otherwise, whether current or
long-term, which in accordance with GAAP would be classified upon the obligor’s balance sheet
as liabilities (other than deferred taxes) and shall also include capitalized leases, guaranties,
endorsements (other than for collection in the ordinary course of business) or other arrangements
whereby responsibility is assumed for the obligations of others, including any agreement to
purchase or otherwise acquire the obligations of others or any agreement, contingent or
otherwise, to furnish funds for the purchase of goods, supplies or services for the purpose of
payment of the obligations of others.

“IRS" means the Internal Revenue Service and any similar or successor agency of the
federal government administering the Code.

“Knowledge” or words of similar meaning shall mean when referring to the Company
and the Parent, the actual knowledge of any officer, director or member of management of Parent
and the Company, after due inquiry and examination of the books and records of the Company
(as the case may be).

“Lien” means, with respect to any asset, any mortgage, deed of trust, pledge,
hypothecation, assignment, security interest, lien, charge, restriction, adverse claim by a third
party, title defect or encumbrance of any kind (including any conditional sale or other title
retention agreement, any lease in the nature thereof, any assignment or other conveyance of any
right to receive income and any assignment of receivables with recourse against assignor), any
filing of any financing statement as debtor under the Uniform Commercial Code or comparable
law of any jurisdiction and any agreement to give or make any of the foregoing.

“Material Adverse Effect” means a material adverse impact or effect on the business,
operations, assets, liabilities, or condition (financial or otherwise) of the Company, or the
occurrence of an event, circumstance or other matter that would reasonably be expected to have
such material adverse impact or effect, provided, however, that any such impact or effect less
than $15,000 individually or less than $40,000 in the aggregate for all such events, circumstances
or other matters shall not be considered a Material Adverse Effect.

“Net Working Capital” means the difference between the Company’s Current Assets and
Current Liabilities.

“Off-site Contamination™ shall mean the following: any Release and/or threat of Release
of Hazardous Materials (including, without limitation, any degradation byproducts) at, on, to,




from, beneath, and/or under any property off the premises owned or leased by the Company for
the purpose of conducting the Business, and any soil, groundwater, surface water, sediment, air
or any other element or substance which is or in the future becomes impacted or affected by any
of the foregoing.

“Officer’s Certificate” means a certificate signed in the name of a corporation,
partnership, association, trust or limited liability company by its President, Chief Executive
Officer, Treasurer, Chief Financial Officer, General Manager or, if so specified, the Clerk,
Secretary or officer appointed to execute on behalf of the partnership, association, trust or limited
liability company, acting in his or her official capacity.

“On-site Contamination” means environmental liabilities for conditions within the legal
property boundaries of the facilities locate at (i) Carbon Avenue and (i1} Sun Street, provided
however, that such liabilities shall exclude liabilities owing to governmental authorities prior to
the Closing Date for fines, assessments or judgments or third party tort claims or causes of action
existing or arising prior to the Closing Date.

“Person” means any individual, firm, partmership, association, trust, corporation, limited
liability company, governmental body or other entity.

“PBGC” means the Pension Benefit Guaranty Corporation, and any successor thereto.

“Predecessor” means any Person, if any, whose status or activities could give rise to a
claim against Buyer or the Company as a successor in interest to such Person.

“Purchase Documents” means this Agreement, each of the Real Estate Purchase and Sale
Agreements, the Bill of Sale, the Closing Memorandum and any other certificate, document,
instrument, stock power, or agreement executed in connection therewith,

“Release” means any release, issuance, disposal, discharge, dispersal, leaching or
migration into the indoor or outdoor environment or into or out of any property, including the
movement of Hazardous Materials through or in the air, soil, surface water, ground water, or
property other than in Compliance with all Environmental Laws and Permits.

“Subsidiary” means, with respect to any Person (a) any corporation, association or other
entity of which at least a majority in interest of the outstanding capital stock or other equity
securities having by the terms thereof voting power under ordinary circumstances to elect a
majority of the directors, managers or trustees thereof, irrespective of whether or not at the time
capital stock or other equity securities of any other class or classes of such corporation,
association or other entity shall have or might have voting power by reason of the happening of
any contingency, is at the time, directly or indirectly, owned or controlled by such Person, or
(b) any entity (other than a corporation) in which such Person, one or more Subsidiaries of such
Person, or such Person and one or more Subsidiaries of such Person, directly or indirectly at the
date of determination thereof, has at least majority ownership interest. For purposes of this
Agreement, a Subsidiary of the Company shall include the direct and indirect Subsidiaries of the
Company.




“Sun Street” means the real property located at 3200 Sun Street, Baltimore Maryland and
all buildings, improvements, fixtures, construction in process and the like thereon, as more fully
defined in the applicable Real Estate Purchase and Sale Agreement.

“Tax” means any federal, state, local or foreign income, gross receipts, license, payroll,
employment, excise, severance, stamp, occupation, premium, windfall profits, environmental,
customs duties, capital stock, franchise, profits, withholding, social security, unemployment,
disability, real property, personal property, sales, use, transfer, registration, value added,
alternative or add-on minimum, estimated, or other tax of any kind whatsoever, including any
interest, penalty, or addition thereto, whether disputed or not.

“Tax Return™ means any return, declaration, report, claim for refund, or information
return or statement relating to Taxes, including, without limitation, any consolidated tax returns
of the Company and its Affiliates, including any schedule or attachment thereto, and including
any amendment thereof.

1.2 Other Defined Terms. For purposes of this Agreement, the following terms have
the respective meanings set forth in the section opposite each term:

Term Section
2006 Financial Statements 4.5
Agreed Amount 9.4(b)
Agreement Preamble
Allocation Schedules 2.5
Arbitrator 2.0
Assumed Liabilities 2.3
Basket Amount 9.5(a)
Bill of Sale 2.8
Business Preamble
Business Relationship 6.1(f)
Buyer Preamble
Buyer Indemnitees 9.2
Buyer Losses 9.2

Cap 9.5(b)
Carbon Properties 2.7
Claim Notice 9.4(a)
Claimed Amount 9.4(a)
Closing Article I11
Closing Balance Sheet 2.6
Closing Memorandum 6.3(c)
Closing Wet Working Capital 26
Closing Date Article III
Code 25
Company Preamble

Company Indemnitees 9.3




Company Intellectual Property 412

Company Losses 9.3
Contested Amount 9.4(c)
Default 4.14
Disclosure Schedules Article IV (Preamble)
EPA 4.19
Estimated Working Capital 2.6(c)
Financial Statements 4.5
Hired Employee 6.2(a)
Indemnifying Party 9.4(a)
Indemnitees 9.3
Large Customers 4.15
Large Suppliers 4.15
Legal Requirement 4.16(b)
Losses 0.3
Most Recent Financial Statements 4.5
Necessary Permits 4.16
Non-5Solicitation Period 6.1()
Notice of Disagreement 2.6
Outside Date 8.1(b)
Parent Preamble
PCBs 4.19
Perma-Fix of Ft. Lauderdale 7.1(q)
Plan 4.18(1v)
Prior Transaction 4.19
PTE 7.1(p)
Purchased Assets 2.1
Purchase Price 2.4
Real Estate Purchase and Sale Agreement(s) 2.7
Response Notice 9.4(b)
Restricted Party 6.1(f)
Retained Assets 22
Retained Liabilities 23
Straddle Periods 10.9(a)
Sun Street Properties 2.7
TEI Preamble
Transfer Taxes 10.9(b)
UcC 6.1(r)
ARTICLE II

PURCHASE AND SALE OF ASSETS OF THE COMPANY

2.1  Purchase of Assets. Upon the terms and subject to the conditions contained in
this Agreement, at the Closing (as defined in Article III, and, with respect to or arising out of the




purchase of each of the Carbon Street and Sun Street properties from the Company, each of the
Real Estate Purchase and Sale Agreements), Company shall sell, assign, transfer and convey to
the Buyer or TEI (as shall be determined by TEI at or prior to the Closing), and the Buyer or TEI
(as shall be determined by TEI at or prior to the Closing) shall purchase, acquire and accept from
Company, all of the following assets of the Company (the “Purchased Assets”) used in or
required for the operation of the Business (other than those assets defined as “Retained Assets,”
as such term is defined in Section 2.2 below). The Purchased Assets shall consist of only the
following assets and properties, provided, however, that notwithstanding the following list of
assets and properties, none of the Purchased Assets shall include any of the Retained Assets:

(a) all assets owned by the Company set forth on Schedules 2.1(a) attached
hereto, including, without limitation: (i) all inventories wherever located, including raw
materials, goods consigned to vendors or subcontractors, work in process, finished goods and
goods in transit; (ii) all machinery, computers, computer software programs, equipment,
processing equipment, fixtures and furniture; and (iii) all motor vehicles;

(b)  all of the Company’s trade and other accounts receivable outstanding as of
the Closing and that are payable to the Company;

(c)  all rights and interests of the Company in and to those certain contracts
for the purchase of materials, supplies and services and the sale of products and services,
equipment leases, real estate leases, capital leases, and licenses listed under the applicable
heading on Schedules 2.1(c) attached hereto;

(d) all of the Company’s books, records and other data, except minute and
stock record books, journals, ledgers and books of original entry, provided, however, that Parent
may retain copies of such books and records;

(e) all of the Company’s goodwill, dealer and customer lists and all other
sales and marketing information, and all know-how, technology, drawings, engineering
specifications, bills of materials, software and other intangible assets of the Company;

() all of Company’s interest in patents, patent applications, proprietary
designs, copyrights, trade names, servicemarks, trademarks and trademark applications, in each
case together with the goodwill appurtenant thereto, all federal, state, local and foreign
registrations thereof, if applicable, all common law rights thereto, and all claims or causes of
action for infringement thereof;

(g)  all permits (including, without limitation, all Environmental Permits)
licenses, orders, ratings and approvals of all federal, state, local or foreign governmental or
regulatory authorities or industrial bodies which are held by the Company, to the extent the same
are transferable;

(h)  all cash and cash equivalents and restricted cash of the Company as of the
Closing Date, except the Purchase Price;

(i) the Carbon Avenue and Sun Street properties;




() all prepaid expenses of the Company as of the Closing Date for which
Buyer will receive a benefit upon transfer of the Purchased Assets;

(k)  all customer accounts of the Company and backlog as of the Closing Date;
(1) all business records relating to each of the aforementioned items;

(m) the exclusive right to use the name “A&A Environmental Services™ and
all variants thereof’, and

n) except for Retained Assets described in Section 2.2 below, all other items
of property, real or personal, tangible or intangible, including without limitation all securities,
corporate names, restrictive and negative covenant agreements with employees and others, and
computer programs owned, used by or accruing to the benefit of the Company.

2.2 Retained Assets. The Company will retain ownership only of the following assets
(collectively, the “Retained Assets™):

(a)  the Company's minute and stock record books, journals, ledgers and
books of original eniry;

(b) the Company’s rights under this Agreement;
(c)  the Purchase Price;
(d) prepaid insurance proceeds; and

(e) those assets or contracts identified on Schedules 2.2(d), which are not
otherwise included among the Purchased Assets.

2.3 Liabilities. On and after the Closing Date, the Buyer or TEI (as determined by
TEI at the Closing) shall assume and agrees to pay, perform and discharge when due, as
additional consideration for the purchase of the Purchased Assets, only the following debts,
obligations and liabilities of the Company (collectively, the “Assumed Liabilities™):

{a) accrued compensation liabilities as of the Closing Date;

(b)  all of the Company’s outstanding accounts and trade payables, which are
unpaid as of the Closing Date;

(c) all accrued expenses (excluding accrued income taxes and inter-company
expenses arising in the ordinary course of business, which are unpaid as of the Closing Date);

(d)  all liabilities under any customer accounts/contracts set forth on Schedule
2.1{c) aceruing subsequent to the Closing Date;

(e)  all of the Company’s liabilities and obligations under those certain
equipment leases and real estate leases set forth on Schedules 2.3(e) attached hereto, to the extent




such obligations are by the terms of such contracts required to be performed and/or paid at or
after the Closing Date and relate to the Purchased Assets,

(f) all obligations and liabilities for On-site Contamination; and

(g)  any and all other liabilities arising or incurred by the Buyer subsequent to
the Closing Date.

The Buyer shall not assume or agree to perform, pay or discharge, and the Company shall
remain unconditionally liable for any of the Company’s debt and obligations not listed above as
Assumed Liabilities including, without limitation, (i) any and all liabilities with respect to any
federal, state or local income Taxes required to be paid by the Company for any period ending on
or prior to the Closing Date or as a result of the sale of the Purchased Assets to the Buyer
pursuant to this Agreement; (ii) any and all liabilities arising as a result of the Company’s
termination of its insurance policies, leases, contracts and employee benefit pension and profit
sharing plans; (iii) any and all severance obligations to employees of the Company in effect prior
to the Closing Date, including, without limitation, those obligations set forth on Schedule 4.20
attached hereto (except for such obligations that arise after the Closing as a result of acts of
Buyer at the Closing); (iv) any liabilities related to the conduct of the Business (other than
Assumed Liabilities) that arose on or prior to the Closing Date; (v) any and all liabilities of the
Company arising in connection with any fines, penalties, claim, litigation or proceeding with
respect to the operation of the Business (including, without limitation, those matters set forth on
Schedule 4,21 attached hereto); (vii) any and all liabilities for any Off-site Contamination
existing as of the Closing Date; (viii) any and all legal, brokerage and accounting fees and
expenses incurred by the Company or Parent in connection with the negotiation, execution and
performance of this Agreement, including, without limitation, the brokerage agreement set forth
on Schedule 4.23 attached hereto; (ix) any and all of the Plans listed on Schedule 4.18; (x) any
contract, agreement, instrument or arrangement (whether oral or in writing) listed on Schedule
4.14 attached hereto that are not being assumed by TEI or Buyer in accordance with this Section
2.3; (xi) the municipal liens set forth on Schedule 4.8 attached hereto; and (xii) any and all other
liabilities arising or incurred by the Company subsequent to the Closing Date (collectively, the

“Retained Liabilities™).

24  Purchase Price. Subject to adjustments that may be made in accordance with
Sections 2.6, the purchase price (the “Purchase Price” ) to be paid by the Buyer to the Parent and
Company for the Purchased Assets shall be Three Million Eight Hundred Twenty-Five Thousand
Dollars ($3,825,000), plus the Buyer’s assumption of the Assumed Liabilities. The Purchase
Price shall be paid to the Company by wire transfer of immediately available federal funds.

2.5  Allocation of Purchase Price. The Purchase Price shall be allocated among the
Purchased Assets for purposes of Section 1060 of the Internal Revenue Code of 1986, as
amended (the “Code™), as set forth in Schedule 2.5 attached hereto. The Company, Parent, TEI
and the Buyer agree to be bound by such allocations and to complete and attach Internal Revenue
Form 8594 to their respective federal income tax returns to reflect such allocations (the
“Allocation Schedules™). The Allocation Schedule shall be adjusted by Buyer, TEL, or the
Company or Parent for any post-Closing adjustment to the Purchase Price or to the amount of
any liabilities of the Company included in amount realized for federal income tax purposes.




Buyer shall file all Tax Returns (including amended Tax Returns and claims for refunds) in a
manner consistent with the Allocation Schedule, as adjusted, and shall not take any position
inconsistent with the allocations set forth in the Allocation Schedule, as adjusted, unless required
to do so in accordance with a “determination” as defined in Section 1313(a)(1) of the Code or as
otherwise required by law; provided, however, that the Tax basis in the Purchased Assets may
exceed the total amount allocated in order to reflect Buyer's capitalized transaction costs not
included in the Purchase Price or the Assumed Liabilities included in amount realized, and the
Company's amount realized may be less than the total amount allocated in order to reflect the
Company’s transaction costs.

2.6  Adjustment to Asset Purchase Price.

(a) Working Capital. Within 130 days following the Closing Date, Buyer shall
deliver to Parent and the Company a balance sheet of for the Company (in its final and binding
form, the “Closing Balance Sheet”) setting forth the net working capital of the Company as of
the close of business on the Business Day immediately preceding the Closing Date (the “Closing
Net Working Capital™). The Closing Balance Sheet shall include all known adjustments required
in a year-end closing of the books and, except as otherwise specified in this Agreement, shall be
prepared in a manner consistent with past practices. The Closing Balance Sheet will exclude any
of the Company’s accounts receivable as of the Closing Date that are not collected within 120
days afier the Closing Date. Parent and the Company shall cooperate with Buyer as reasonably
requested in connection with the preparation of the Closing Balance Sheet. The Closing Balance
Sheet shall become final and binding upon the parties ten (10) days following the Parent’s
receipt thereof, unless the Company shall give written notice of its disagreement (a “Notice of
Disagreement™) to Buyer prior to such date. Any Notice of Disagreement shall specify in
reasonable detail the nature and dollar amount of any disagreement so asserted. If a timely
Notice of Disagreement is received by Buyer, then the Closing Balance Sheet (as revised in
accordance with clause (x) or (y) below) shall become final and binding upon the parties on the
earliest of (x) the date the parties resolve in writing any differences they have with respect to the
matters specified in the Notice of Disagreement or (y) the date all matters in dispute are finally
resolved by the Arbitrator. During the thirty (30) days following delivery of a Nofice of
Disagreement, the parties shall seek in good faith to resolve in writing any differences that they
may have with respect to the matters specified in the Notice of Disagreement. Following
delivery of a Notice of Disagreement, Buyer and its agents and representatives shall be permitted
to review the Company’s and its representatives’ working papers relating to the Notice of
Disagreement. At the end of the thirty (30)-day period referred to above, the parties shall submit
to binding arbitration before Grant Thornton in Boston, Massachusetts (the “Arbitrator™) for
review and resolution of all matters (but only such matters) which remain in dispute and which
were properly included in the Notice of Disagreement, and the Arbitrator shall make a final
determination of the Closing Net Working Capital, to the extent such amounts are in dispute, in
accordance with the guidelines and procedures set forth in this Agreement. In resolving any
matters in dispute, the Arbitrator may not assign a value to any item in dispute greater than the
greatest value for such item assigned by Buyer, on the one hand, or Parent and the Company, on
the other hand, or less than the smallest value for such item assigned by Buyer, on the one hand,
or Parent and the Company, on the other hand. The Arbitrator’s determination will be based
solely on presentations made by Buyer and Parent and the Company and in accordance with the




guidelines and procedures set forth in this Agreement (i.e., not on the basis of an independent
review). The Closing Balance Sheet and the determination of the Closing Net Working Capital
shall become final and binding on the parties on the date the Arbitrator delivers his final
resolution in writing to the parties (which final resolution shall be delivered not more than forty-
five (45) days following submission of such disputed maiters). The fees and expenses of the
Arbitrator, in making the final determination of the Closing Net Working Capital, shall be shared
equally by Buyer and the Parent and the Company.

(b) Post-Closing Adjustment. If the Closing Net Working Capital is greater than
$500,000, then the Purchase Price shall be increased by the difference between the Closing Net
Working Capital and $500,000 on a dollar for dollar basis. In the event the Closing Net Working
Capital is less than $500,000, then the Purchase Price shall be decreased on a dollar for dollar
basis by the difference between the Closing Net Working Capital and $500,000. Any adjustment
to the Purchase Price shall be made within three (3) Business Days after the Closing Balance
Sheet becomes final and binding on the parties, by wire transfer to the Buyer or the Company, as
the case may be, in immediately available funds of the amount of such difference.

(c) Estimated Net Working Capital. Not more than ten (10) days prior to the
Closing Date, the Company shall prepare and deliver Buyer an estimate of the Net Working Capital
as of the Closing Date (“Estimated Net Working Capital™). In the event that the Estimated Net
Working Capital is equal to or less than ninety-five percent (95%) of $500,000, then the Company
shall cause a sufficient amount of the Company’s account payables to be paid in full prior to the
Closing in such amount such that the Closing Net Working Capital will not be less than $475,000.
At Closing, the Company shall provide Buyer with documented evidence of the payment of such
accounts payable pursuant to the foregoing sentence upon the payment thereof.

2.7  Real Estate Purchase and Sale Agreement. On the date hereof, the Company and
each of Carbon Properties, Inc. (“Carbon Properties™) and Sun Street Properties, Inc. (“Sun
Sireet Properties™), each of which is an Affiliate of TEI and Buyer, will execute and deliver a
Real Estate Purchase and Sale Agreement, in substantially the form of Exhibits A-1 and A-2,
respectively, attached hereto (each a “Real Estate Purchase and Sale Agreement,” and
collectively, the “Real Estate Purchase and Sale Agreements™), relating to the purchase of each
of (i) Carbon Avenue, and (ii) Sun Street. The transactions contemplated by each of the Real
Estate Purchase and Sale Agreements must close and be consummated effective as of the
Closing.

2.8 Execution and Delivery of Documents of Title by the Company. At the Closing,
the Company shall execute and deliver to the Buyer a bill of sale, in substantially the form

attached hereto as Exhibit B (the “Bill of Sale”) and such deeds, conveyances, certificates of
title, assignments, assurances and other instruments and documents as the Buyer may reasonably
request in order to affect the sale, conveyance, and transfer of the Purchased Assets from the
Company to the Buyer. Such instruments and documents shall be sufficient to convey to the
Buyer good and merchantable title in all of the Purchased Assets. The Company will, from time
to time after the Closing Date, take such additional actions and execute and deliver such further
documents as the Buyer may reasonably request in order to more effectively sell, transfer and
convey the Purchased Assets to the Buyer and to place the Buyer in position to operate and
control all of the Purchased Assets.




2.9  Collection of Accounts Receivable. After the Closing Date, Buyer will exercise
its commercially reasonable efforts to collect the accounts receivable existing as of the Closing
Date in order to minimize the amount of accounts receivable which remain uncollected one
hundred and twenty (120) days after the Closing Date without any requirement to incur third
party expenses in collection efforts. In the event that after the 120 day period commencing on
the Closing Date, any of the Company’s accounts receivable existing as of the Closing Date
which remain outstanding shall be assigned by Buyer to the Company within 125 days after the
Closing and any proceed from collection there from shall be retained by the Company.

ARTICLE III
CLOSING

The closing of the transactions described herein (the “Closing™) shall take place at the
offices of Posternak Blankstein & Lund LLP, The Prudential Tower, 800 Bovlston Street,
Boston, Massachusetts, 02199 at 9:00 a.m. on January 8, 2008, or at such other place or time as
the parties hereto may mutually agree. The date and time at which the Closing actually occurs is
hereinafter referred to as the “Closing Date.” For purposes of this Agreement, the effective time
of the Closing means 12:01 a.m. est. on the Closing Date.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES
OF THE COMPANY AND PARENT

The Company and Parent, jointly and severally, hereby represent and warrant to the
Buyer and TEI as of the date hercof, that the statements contained in this Article IV with respect
to the Company are true and correct, except as set forth in the Disclosure Schedules attached
hereto (the “Disclosure Schedules™). The Disclosure Schedules shall be arranged by Schedules
corresponding to the numbered and letiered section and paragraphs contained in this Article IV,
and the disclosures in any Schedule of the Disclosure Schedules shall qualify only the
corresponding section or paragraph in this Article IV, provided, however, that a disclosure in a
Schedule of the Disclosure Schedules shall be deemed to have been set forth in another Schedule
of the Disclosure Schedules where such disclosure set forth in such other Schedule is specifically
cross-referenced.

4.1 Organization and Qualification. Each of the Company and Parent is a corporation
duly organized, validly existing and in good standing under the laws of the state of its

incorporation. Each of the Company and Parent has full power and authority to own, use and
lease its properties and to conduct its business as such properlies are owned, used or leased and
as such business is currently conducted and as it is proposed to be conducted. The copies of the
Company’s Charter and By-Laws, as amended to date, certified by its Secretary and delivered to
the Buyer’s counsel prior to the Closing, are true, complefe and correct. The Company is
qualified o do business as a foreign corporation and is in good standing in each jurisdiction in
which it owns or leases property or maintains inventories or where the conduct of its business
would require such qualification, except where such failure to qualify does not result in a
Material Adverse Effect.




4.2 Authority; No Violation. Each of the Company and Parent has all requisite
corporate power and authority to enter into this Agreement and to carry out the transactions
contemplated hereby. The execution, delivery and performance of this Agreement by the
Company and Parent has been duly and validly authonzed and approved by all necessary
corporate action. This Agreement constitutes the legal and binding obligation of the Company
and Parent, enforceable against each in accordance with its terms, except that the enforceability
hereof may be subject to bankruptcy, insolvency, reorganization, moratorinm or other similar
laws now or hereafter in effect relating to creditors’ rights generally and that the remedy of
specific performance and injunctive and other forms of equitable relief may be subject to
equitable defenses and to the discretion of the court before which any proceeding may be
brought. Assuming the accuracy of the representations and warranties of Buyer, the entering into
of this Agreement by each of the Company and Parent does not, and the consummation by each
of the Company and Parent of the transactions contemplated hereby, including specifically the
transfer of the Purchased Assets to the Buyer by the Company, will not violate the provisions of
(a) any applicable federal, state, local or foreign laws, the effect of which would have a Material
Adverse Effect, (b) the Company’s Charter or by-laws, or (¢) any provision of, or result in a
default or acceleration of any obligation under, or result in any change in the rights or obligations
of the Company or under, any Lien, contract, agreement, license, lease, instrument, indenture,
order, arbitration award, judgment, or decree to which the Company is a party or by which it is
bound, or to which any property of the Company is subject, the effect of which would have a
Material Adverse Effect.

4.3 Authorized and Outstanding Stock. At the Closing, the authorized capital stock of
the Company will consist of 10,000 shares of common stock, $.001 par value per share, of which
10,000 shares are validly issued and outstanding. Parent is the sole record and beneficial owner
of the Company. '

4.4 Subsidiaries. The Company currently has no Subsidiaries.

4.5  Financial Statements. Attached hereto as Schedule 4.5 are the following (i)
unaudited balance sheets and statements of income, changes in stockholders” equity, and cash
flow as of December 31, 2006, for the Company (collectively, the “2006 Financial Statements");
and (ii) unaudited balance sheet and statement of income, changes in stockholders” equity, and
cash flow as of September 30, 2007, for the Company (the “Most Recent Financial Statements™
and, together with the 2006 Financial Statements, the “Financial Statements™). The Financial
Statements (including the notes thereto) have been prepared in accordance with GAAP applied
on a consistent basis throughout the periods covered thereby, present fairly the financial
condition of the Company as of such dates and the results of operations of the Company for such
periods, are correct and complete, and are consistent with the books and records of the Company,
subject, in the case of the Most Recent Financial Statements, to normal year-end adjustments
{(which will not result in a Material Adverse Effect) and the absence of footnotes and other usual
presentation items,

4.6  Absence of Undisclosed Liabilities. Except as set forth in the Most Recent
Financial Statements and in Schedule 4.6 attached hereto, there are no liabilities of the Company,
whether accrued, absolute, contingent or otherwise (including, without limitation, liabilities as
guarantor or otherwise with respect to obligations of any other Person, or liabilities for Taxes due




or then acerued or to become due), except for liabilities which have arisen in the ordinary course
of business of the Company since the date of the Most Recent Financial Statements.

4.7 Absence of Certain Changes. Except as otherwise disclosed in Schedule 4.7

attached hereto, since the date of the Most Recent Financial Statements there has not been:

(a) to the Knowledge of the Company and Parent, any change in the business,
operations, assets, liabilities, or conditions (financial or otherwise) of the Company, that, by
itself or in conjunction with all other such changes, not arising in the ordinary course of business
that involves more than $40,000;

(b) any obligation or liability incurred by the Company, other than obligations
and liabilities incurred in the ordinary course of business for an amount not more than $10,000 in
each case or $£25,000 in the aggregate;

(c) any Lien placed on any of the Purchased Assets which remains in
existence on the date hereof;

(d)  any contingent liabilities incurred by the Company with respect to the
obligations of any other Person that would result in a Material Adverse Effect;

(e) any purchase, sale, lease, assignment, transfer or other disposition, or any
agreement or other arrangement for the purchase, sale, lease, assignment, transfer or other
disposition, of any part of the Company’s properties or assets, other than purchases for and sales
from inventory for fair consideration in the ordinary course of business, except for fixed assets
purchased or other capital expenditures made in amounts not exceeding $10,000 for any single
item and $50,000 in the aggregate for all such items;

() any damage, destruction or loss, whether or not covered by insurance
having a Material Adverse Effect;

{g)  any labor trouble or claim of unfair labor practices involving the Company
having a Material Adverse Effect; any material change in the employment contracts of or
compensation payable or to become payable by the Company to any of its officers, directors or
employees or any bonus payment or arrangement made to or with any of such officers, directors
or employees or any change in coverage or benefits available under any Plan described in
Section 4.18;

(h)  any material change with respect to the Company’s management or
supervisory personnel;

(i) any material obligation or liability incurred by the Company with respect
to any loan, advance or commitment to lend by any bank, financial institution or institutional
lender to any of the officers, directors, employees or stockholders of the Company or to any
other Person; or any material loans or advances made by the Company to any officers, directors,
employees or stockholders of the Company, except for normal compensation, professional fees
and expense allowances payable to officers and directors;




() any contracts, licenses, leases or agreements entered into by the Company
which are outside the ordinary course of business or which obligate the Company for more than
$10,000 in any one case or more than $25,000 in the aggregate;

(k)  any recapitalization or reorganization;

(1) any amendment or other change (or any authorization to make such an
amendment or change) to the Company’s Charter or by-laws, except as required in connection
with the consummation of the transactions contemplated hereby;

{m)  any postponement or delay in payment of any accounts payable or other
liability of the Company except in the ordinary course of business consistent with prior practices;

(n)  any cancellation, waiver, compromise or release of any right or claim
either involving more than $50,000 or outside the ordinary course of business consistent with
prior practices; or

(0)  any cancellation, termination, modification, or acceleration by any party to
any contract, license, lease or agreement invelving more than $50,000 to which any of the
Company is a party or by which it is bound.

48  Title, Sufficiency and Condition of the Purchased Assets. Except as set forth on
Schedule 4.8 (which may include a title commitment relating to each of Carbon Avenue and Sun
Street) the Company has good and marketable title to, or a valid leasehold interest in, all of the
Purchased Assets, free and clear of all Liens, and free of any material infractions or
non-compliance with zoning and building laws. The sale and delivery of the Purchased Assets to
the Buyer pursuant hereto shall vest in the Buyer good and marketable title thereto, free and clear
of any and all Liens, other than as disclosed in Schedule 4.8 hereto or as may be created by the
Buyer. The Company owns or leases all real, personal, tangible and intangible property and
assets necessary for the conduct of their respective businesses as such businesses are presently
conducted and are proposed to be conducted, and all such property and assets are included in the
Purchased Assets, except for Retained Assets. All tangible properties and assets owned or leased
by the Company and contained in the Purchased Assets are in good operating condition and
repair, ordinary wear and tear excepted, have been well maintained, and conform with all
applicable laws, statutes, ordinances, rules and regulations, the failure of which would not have a
Material Adverse Effect.

4.9 Real Estate.

(a)  Schedule 4.9(a) attached hereto lists and describes briefly all real property
owned by the Company. With respect to each such parcel of owned real property: (i) there are
no pending or, to the Knowledge of the Company and Parent, threatened condemnation
proceedings, lawsuits, or administrative actions relating to the property; (ii) except as disclosed
in Schedule 4.9(a) the legal description for the parcel contained in the deed thereof describes
such parcel fully and adequately; and (iii) to the Knowledge of the Company and Parent, the land
does not serve any adjoining property for any purpose inconsistent with the use of the land.




(b) Schedule 4.9(h) lists and describes all real property leased or subleased to
the Company. With respect to each such lease and sublease: (i) correct and complete copies
thereof have been delivered to the Buyer; (ii) the lease or sublease is legal, valid binding,
enforceable, and in full force and effect and will continue to be so on identical terms following
the consummation of the transactions contemplated hereby; and (iii) no party to the lease or
sublease is in breach or default thereunder. The Company has good and marketable leasehold
interests in, and enjoys peaceful and quiet possession of, all of the real property described in each
lease and sublease set forth on Schedule 4.9(b), there are no disputes thereunder, and, to the
Knowledge of the Company and Parent, there have been no threatened cancellations thereof. All
necessary government approvals with respect to such leased property have been obtained, all
necessary filings or registrations therefore have been made, and there have been, to the
Knowledge of the Company and Parent, no threatened cancellations thereof and there are no
outstanding disputes thereunder. The Company has performed all obligations required to be
performed by it under such leases and all of such leased or subleased real property, and all
equipment and fixtures on or serving such leased or subleased real property, are in good
operating condition and repair, ordinary wear and tear excepted.

4,10  Accounts Receivable, All of the accounts receivable of the Company as of
September 30, 2007 are properly reflected on Schedule 4.10 attached hereto, to the Knowledge
of the Company and Parent, and are not subject to set-off or counierclaim, and, to the Knowledge
of Parent and the Company, are collectible in such amount in the ordinary course of business.
The Company has no accounts receivable or loans or notes receivable from any Affiliates or
from any of its officers, directors, consultants, employees, agents or stockholders, except as set

forth on Schedule 4.10.

4.11 Inventories. All of the supplies inventory of the Company can be used or
consumed in the ordinary course of business as now conducted. Since the date of the Most
Recent Financial Statements, except as set forth on Schedule 4.11, there has been no change in
the amount of such inventory of the Company except for changes as a result of the material
purchase and sale of, adjustment to, or consumption of inventory in the ordinary course of
business consistent with prior practice, including, but not limited to, established seasonal
patterns.

4.12  Intellectual Property. All patents, patent applications, proprietary designs,
copyrights, software, trade names, servicemarks, trademarks and trademark applications which

are owned by or licensed to the Company are listed in Schedule 4.12 attached hereto (“Company
Iniellectual Properiy™). To the Company's and Parent’s Knowledge, none of the Company
Intellectual Property violaies or will violate any license or infringes or will infringe any
intellectual property rights of any other party. Except as set forth on Schedule 4.12, the
Company has not received any communications alleging that the Company has violated or, by
conducting the Business, would violate any of the patents, trademarks, service marks,
tradenames, copyrights, trade secrets, mask works or other proprietary rights or processes of any
other Person. Listed with Schedule 4.12 are the software programs present on the Company’s
computers and other software-enabled electronic devices that the Company or Parent owns or
leases or that it has otherwise provided to the Company’s employees for their use in connection
with the Business and which are part of the Purchased Assets. To the Knowledge of the




Company and Parent, the Company Intellectual Property constitutes all of the intellectual
property that is material to the conduct of the Business as now conducted or proposed to be
conducted. The Company and/or Parent have paid all amounts required to be paid in connection
with all software used by the Company, except as otherwise provided on Schedule 4.12 attached
hereto.

4.13 Trade Secrets and Customer Lists. Except as disclosed on Schedule 4.13, the
Company has the right to use, free and clear of any Claims or rights of any other Person, all trade
secrets and customer lists required for or used in the development or marketing of all services
and products being sold by it, and all of such trade secrets and customer lists shall be transferred
to the Buyer as part of the Purchased Assets, the failure of which would have a Material Adverse
Effect. Any material payments required to be made by the Company for the use of such trade
secrets or customer lists are described in Schedule 4.13 attached hereto. To the Knowledge of
the Company and Parent, the Company 15 not making an unlawful or wrongful use of any
confidential information or trade secrets of any other Person, including without limitation any
former employer of any present or past employee of the Company. Except as described on
Schedule 4.13 to the Knowledge of the Company and Parent, no officer, director or employee of
the Company is a party to any non-competition or confidentiality agreement with any Person
other than the Company.

4.14 Contracts. Except for contracts, commitments, leases, licenses, plans and
agreements described in Schedule 4.7, 4.14 or 4.18 attached hereto, the Company is not a party
to or subject to:

(a)  any plan or contract regarding or providing for bonuses, pensions, options,
stock purchases, deferred compensation, severance benefits retirement payments, profit sharing,
stock appreciation, collective bargaining or the like, or any contract or agreement with any labor
union;

(b)  any employment or consulting contract or contract for personal services
not terminable at will by the Company without penalty to the Company;

{c) any contract or agreement for the purchase of any commaodity, product,
material, supplies, equipment or other personal property, or for the receipt of any service, other
than purchase orders entered into in the ordinary course of business for less than $10,000 each
and which in the aggregate do not exceed $50,000;

(d)  any contract or agreement for the purchase or lease of any fixed asset,
whether or not such purchase or lease 1s in the ordinary course of business, for a price in excess
of $10,000;

(e) any contract or agreement with any sales agent, distributor of products of
the Company involving more than $10,000;

(fy  any contract or agreement concerning a partnership or joint venture with
one or monrs PEI'SIDIIS-;




{(g)  any confidentiality agreement or any non-competition agreement or other
contract or agreement containing covenants limiting the Company’s freedom to compete in any
line of business or in any location or with any Person;

(h) any license agreement (as licensor or licensee) (other than shrink wrap
licenses) involving more than $10,000,

(i) any contract or agreement with either a stockholder or any present or
former officer, director, consultant, agent or stockholder of the Company or with any Affiliate of
any of them, except Parent’s cash management policy or filing consolidated income Tax Returns
or management fees payable to Parent consistent with past practices;

(j)  any loan agreement, indenture, note, bond, debenture or any other
document or agreement evidencing a capitalized lease obligation;

k) any agreement of guaranty, indemnification, or other similar commitment
with respect to the obligations or liabilities of any other Person (other than lawful
indemnification provisions contained in the Charters and by-laws of the Company in excess of
£10,000; or

(1 any agreement under which the consequences of a default or termination
would have a Material Adverse Effect.

Copies of all such contracts, commitments, plans, leases, licenses and agreements have
been provided or made available to the Buyer prior to the execution of this Agreement, and all
such copies are true, correct and complete and have been subject to no amendment, extension or
other modification as of the date hereof, except such as are described in any of Schedules 4.7,
4.14 or 4.18. Except as listed and described in Schedule 4.14, the Company, or, to the
Knowledge of the Company and Parent, any other Person, is in default under any such contract,
commitment, plan, lease, license or agreement described in Schedule 4.14 (a “Default” being
defined for purposes hereof as an actual default or event of default or the existence of any fact or
circumstance which would, upon receipt of notice or passage of time, constitute a default), which
would have a Material Adverse Effect.

4.15 Customers. Schedule 4,15 attached hereto sets forth (i) the twenty (20) largest
customers of the Company for the period from January 1, 2007 to September 30, 2007 (the
“Large Customers™) and (ii) the ten {10} largest suppliers of the Company (the “Large
Suppliers™) . Except as set forth on Schedule 4.15, none of the Large Customers or Large
Suppliers have canceled or otherwise terminated, or, to the Knowledge of the Company and
Parent threatened to cancel or otherwise terminate, their relationship with the Company. To the
Knowledge of the Company and Parent, except as set forth on Schedule 4.15, none of the Large
Customers or Large Suppliers intends to cancel or to decrease materially or limit its usage or
purchase of the services or products of the Company, the result of which would have a Material
Adverse Effect. Since September 10, 2007, the Company has not transferred or assigned all or
any portion of the services provided to any Large Customer to any of its Affiliates or any third
party except as disclosed on Schedule 4.15.




4.16  Compliance with Laws.

(a)  Except as disclosed on Schedule 4.16, the Company has all licenses,
permits, Environmental Permits, franchises, orders, approvals, accreditations, written waivers
and other authorizations as are necessary in order to enable it to own and conduct the Business as
currently conducted and to occupy and use its real and personal properties without incurring any
material liability, the failure of which would have a Material Adverse Effect (“Necessary
Permits™), and is currently in Compliance with any and all recordkeeping, sampling, assessment,
monitoring and document filing requirements of the same, the failure of which would have a
Material Adverse Effect. With respect to each Necessary Permit, (1) the name of the holder of
such Necessary Permit; (ii) the date of registration; (iii) the expiration date; and (iv) the
registration number is set forth on Schedule 4.16(a) attached hereto. No registration, filing,
application, notice, transfer, consent, approval, order, qualification, waiver or other action of any
kind is required by virtue of the execution and delivery of this Agreement or the consummation
of the transactions contemplated hereby to effect the transfer to the Buyer of such Necessary
Permits that are transferable under applicable law, except as otherwise required under any
Environmental Law. Except as disclosed in Schedule 4.16, the Company is in Compliance with
the terms and conditions of all Necessary Permits, the failure of which would have a Material
Adverse Effect.

(b)  Except as set forth on Schedule 4.16, to the Knowledge of the Company
and Parent, the Company has conducted and is conducting the Business in Compliance with
applicable federal, state, local and foreign laws, statutes, ordinances, regulations, rules or orders
or other requirements of any governmental, regulatory or administrative agency or authority or
court or other tribunal relating fo it (including, but not limited to, any law, statute, ordinance,
regulation, rule, order or requirement relating to securities, properties, business, products,
advertising, zoning, sales or employment practices, immigration, terms and conditions of
employment, wages and hours, safety, occupational safety, health or welfare conditions relating
to premises occupied, product safety and liability or civil rights) (“Legal Requirement™), the
failure of which would have a Material Adverse Effect. Except as disclosed in Schedule 4.16,
the Company is not now charged with, and, to the Knowledge of the Company and Parent, is not
now under investigation with respect to, any possible material violation of any applicable Legal
Requirement relating to any of the foregoing in connection with the Business. The Company has
filed all reports required to be filed with any federal, state or local governmental, regulatory or
administrative agency or authority, the failure of which would have a Material Adverse Effect,

4.17 Taxes. The Company has filed all Tax Returns that it was required to file. All
such Tax Returns were correct and complete in all respects. All Taxes owed by any of the
Company have been paid (whether or not shown on any Tax Return). The Company currently is
not the beneficiary of any extension of time within which to file any Tax Return. No Claim has
ever been made by an authority in a jurisdiction where the Company does not file Tax Returns
that it is or may be subject to the imposition of any Tax by that jurisdiction. The Company has
withheld and paid all Taxes required to have been withheld and paid in connection with amounts
paid or owing to any employee. Neither the Company nor Parent is aware of any dispute or
Claim concerning any liability for Taxes of the Company. The Company has not waived any
statute of limitations in respect of Taxes or agreed to any extension of time with respect to a Tax




assessment or deficiency. The unpaid Taxes of the Company (i) did not, as of the date of the
2006 Financial Statements, exceed the reserve for Tax liabilities (other than any reserve for
deferred Taxes established to reflect timing differences between book and Tax income) set forth
on the face of the 2006 Financial Statements (rather than in any notes thereto) and (ii) do not
exceed that reserve as adjusted for the passage of time through the Closing Date in accordance
with the past custom and practice of the Company in filing their Tax Returns.

4.18 Employee Benefit Plans. Schedule 4.18 attached hereto lists and identifies each:

(i) “Employee Pension Benefit Plan™ (as such term is defined in
Section 3(2) of ERISA) of the Company or which the Company contributes to or participates in,
which is not a Multiemployer Plan;

(i)  “Multiemployer Plan” (as such term is defined in Section 3(37) of
4001(a)3) of ERISA) of the Company or which the Company contributes to or participates in;

{11i)  “Employee Welfare Benefit Plan™ (as such term iz defined in
Section 3(3) of ERISA) of the Company or which the Company contributes to or participates in;
and

(iv)  Stock purchase, option, or bonus plan, deferred compensation,
severance pay, incentive, merit or performance bonus, vacation, sick pay or leave, fringe benefit
plan, policy, or arrangement, or payroll practice, which is maintained or contributed to by the
Company or any ERISA Affiliate, or under which the Company or any ERISA Affiliate has any
liability or contingent liability (individually a “Plan™ and collectively, the “Plans™).

To the Enowledge of the Company and Parent, each Plan which is intended to be
“qualified” under Section 401(a) of the Code is and has been at all times so qualified or, in the
case of a terminated plan, was so qualified throughout its existence, the failure of which would
have a Material Adverse Effect; and each trust maintained thereunder is and has been at all times
exempt from taxation under Section 501(a) of the Code, or in the case of a terminated trust, was
so exempt throughout iis existence, the failure of which would have a Material Adverse Effect.
To the Knowledge of the Company and Parent, there have been no amendmenis to any such
Plans which are not the subject of a determination letter issued with respect thereto by the
Internal Revenue Service. To the Knowledge of the Company and Parent, no event has occurred
that will or could give rise to disqualification of any such Plan under the Code. To the
Knowledge of the Company and Parent, no event has occurred that will or could subject any
such Plan to tax under Section 511 of the Code. No Plan has incurred any “accumulated funding
deficiency™ (as described in Section 302 of ERISA or Section 412 of the Code), whether or not
waived, nor has there been any failure to make by its due date a required installment under
Section 302(e) of ERISA or Section 412(m) of the Code with respect to any Plan.

No Flan listed in Schedule 4.18 is subject to Title IV of ERISA, except as
otherwise set forth on Schedule 4.18. No Plan listed in Schedule 4.18 is a Multiemployer Plan.
Except as listed in Schedule 4.18, each Welfare Benefit Plan has been funded exclusively
through the purchase of insurance confracts under which there are no retroactive rate adjustments
or loss sharing arrangements. Each Plan complies and has been administered in form and




operation with all requirements of law and regulation applicable thereto, the failure of which
would have a Material Adverse Effect. The Company and the ERISA Affiliates have performed
all of their obligations under all such Plans. To the Knowledge of the Company and Parent,
there have been no acts or omissions which have given rise o, or which could give rise to, any
penalty, tax, or fine under Sections 409, 502(c), or 502(i) of ERISA, or Sections 4975 or 4976 of
the Code, for which the Company or any ERISA Affiliate may be liable. To the Knowledge of
the Company and Parent, none of the assets of any Plan are invested in any employer securities,
employer real property, or any annuity contracts. All coniributions required with respect to any
Plan for all periods ending prior to the Closing (including periods from the first day of the
current plan year to the Closing) will be timely made prior to the Closing by the Company or the
ERISA Affiliates. Except as set forth on Schedule 4.18, neither the Company nor its ERISA
Affiliates has any liability arising directly or indirectly in connection with any failure of the
Company or any ERISA Affiliate to comply with Section 4980B of the Code or Part 6 of Subtitle
B of Title I of ERISA or any applicable state law ("COBRA"). All required reports and
descriptions of each Plan (including IRS Form 5500 Annuval Reports, Summary Annual Reports,
and Summary Plan Descriptions) have been timely filed and distributed, the failure of which
would have a Material Adverse Effect. Except as set forth on Schedule 4.18, none of the
Company or any ERISA Affiliate has any plan or commitment to establish any additional Plans
or to amend any existing Plan. Except as set forth on Schedule 4.18, no Plan provides benefits,
including without limitation death, medical, or severance benefits, with respect to current or
former employees, officers, or directors (or their beneficiaries) beyond their retirement or other
termination of service other than (i) coverage for benefits mandated by applicable law, (ii) death
benefits or retirement benefits under an Employee Pension Benefit Plan, (iii) deferred
compensation benefits properly accrued as liabilities on the Financial Statements, or (iv) benefits
the full cost of which is borne by the current or former employee, officer, or director or his
beneficiaries. There are no actions, suits, or claims (other than routine claims for benefits made
in the ordinary course of plan administration for which plan administrative review procedures
have not been exhausted) pending or, to the Knowledge of the Company and Parent, threatened
involving any Plans or the assets of such Plans, and, to the Knowledge of the Company and
Parent, no facts exist which could give rise to any such action, suit, or claim. For each Plan, a
true and complete copy of each of the following documents have been delivered io the Buyer:

(i) Plan document and all amendments thereto; (i) most recent Summary Plan Description
{together with each Summary of Material Modifications required under ERISAY); (iii) IRS

Form 5500 Annual Report, if required under ERISA, for the two most recent plan years, together
with all schedules, financial statements, and opinions of independent accountants; (iv) the
actuarial report, if required under ERISA, for the two most recent plan years; (v) Form PBGC-1,
if required under ERIS A, for the two most recent plan years; (vi) if the Plan is funded through a
trust or any third-party funding vehicle (including a voluntary employee benefit association
under Section 501(c)(9) of the Code, or a “multiple employer welfare arrangement™ described in
Section 3(40) of ERISA), the trust or other funding agreement, all amendments thereto, and the
latest financial statements thereof for the two most recent plan years; and (vii) the most recent
determination letter received from the Intemal Revenue Service with respect to each Plan that is
intended to be qualified under Section 401 of the Code.

4.19  Environmental Matters. Except as disclosed on Schedule 4.19, the use and
operation by the Company of all of iis facilities and properties used in the Business has been, and




will be on the Closing Date, in Compliance with all Environmental Laws, the failure of which
would result in a Material Adverse Effect, and no Environmental Action is currently pending,
commenced, or, to the Knowledge of the Company and Parent, threatened with or against the
Company alleging any failure so to comply, which would have a Material Adverse Effect. The
Company has received all Environmental Permits required to allow it to conduct its operation
and business, such Environmental Permits are valid and in effect, and, except as disclosed in
Schedule 4.19, the Company is in Compliance with such Environmental Permits, the failure of
which would result in a Material Adverse Effect. Except as set forth on Schedule 4.19, during
the last three (3) years, the Company has never sent or arranged for the transportation of
Hazardous Materials to a site, or owned or operated a site, which, pursuant to CERCLA or any
similar state law, is, or is proposed (by the United States Environmental Protection Agency
(“EPA™) or similar state authority) to be placed, on the “National Priorities List,” as in effect as
of the Closing Date, of hazardous waste sites or any similar state list. Except as set forth on
Schedule 4,19, during the last three (3) years, the Company has not received notice from any
Person, (i) that it has been identified by the EPA or similar state authority as a potentially
responsible party under CERCLA or any comparable State law with respect to a site listed or
proposed to be listed on the “National Priorities List,” as in effect as of the Closing Date, of
hazardous waste sites or any similar state list; (ii) that any Hazardous Materials which the
Company has generated, transported, or disposed of has been found at any site at which a Person
has conducted, is in the process of conducting or has ordered that the Company conduct a
remedial investigation, removal, or other response action pursuant to any Environmental Law; or
(iii) that the Company is or shall be a named party to any Environmental Action arising out of
any Person’s incurrence of costs, expenses, losses, or damages of any kind whatsoever in
connection with the release of Hazardous Materials. Neither Parent nor the Company has
received wrilten notice subsequent to Parent’s acquisition of the Company and the Purchase
Assels (the “Prior Acquisition™) and/or is aware, based solely on the representations and
warranties set forth in the acquisition agreement relating to the Prior Acquisition, that any
Predecessor received (i) any notice of alleged, actual or potential responsibility for, or any
inquiry or investigation regarding, a Release or threat of Release of any Hazardous Materials at
any location, or (ii) any notice of any other claim, demand, or action by any Person alleging any
actual or threatened injury or damage arising from or relating to the presence, Release or threat
of Release of any Hazardous Materials. Except as disclosed in Schedule 4.19, there are no
underground fuel or other storage tanks located at any of the facilities of the Company. To the
Knowledge of Parent and the Company, all such tanks disclosed in Schedule 4.19, together with
all appurtenant piping, valve, and related facilities, are, except as disclosed in Schedule 4.19,
structurally sound, are not currently and have not in the past been leaking or releasing their
contents into the soil or groundwater, and are in Compliance with all applicable registration,
testing, monitoring, containment, and corrosion protection requirements, the result of which
would have a Material Adverse Effect. Except as disclosed on Schedule 4.19, there have been
no unpermitted Releases or threatened Releases of Hazardous Materials on, upon, into, under or
from the real estate or other assets of the Company resulting in a Material Adverse Effect; and, to
the Knowledge of the Company and Parent, there have been no Releases on, upon, from, under,
or into any real property in the vicinity of the real estate currently owned by the Company which,
through the soil, groundwater, or surface water have come to be located on or under real estate
owned by the Company, the result of which would have a Material Adverse Effect. There is, to
the Knowledge of the Company and Parent, no asbestos contained in or forming part of any




building, building component, structure, or office space owned or leased by the Company, except
as disclosed on Schedule 4.19; and, to the Knowledge of the Company and Parent, no
polychlorinated biphenyls (“PCBs”) are currently used or stored at any real property owned or
leased by the Company. Except as disclosed on Schedule 4,19, the Company (i) owes no fees,
fines, levies or assessments associated with the existence or validity of its Environmental
Permits, (ii) is in Compliance with any and all deadlines for the filing of any reports, notices,
summaries, assessments or forms required by its Environmental Permits or any Environmental
Laws, and (iii) is in Compliance with any and all recordkeeping, and document filing
requirements under its current Environmental Permits or any currently effective Environmental
Laws, related to its conduct of the Business. Except as disclosed on Schedule 4.19, to the
Knowledge of the Company and Parent, all properties and equipment used in the Business have
been free of methylene chloride trichloroethylene, 1, 2 transdichloroethylene, dioxins,
dibenzofurans, and Extremely Hazardous Substances, as such term is defined in Section 320 of
the Emergency Planning and Community Right to Know Act of 1986, as amended, and
subsequent to the Prior Transaction, neither Parent nor Company has received written notice that
any properties and equipment used in the business of any Predecessor have not been free of any
of the foregoing. Except as disclosed on Schedule 4.19, to the Knowledge of the Company and
Parent, none of the real property owned by the Company is subject to any applicable
environmental clean-up responsibility law or environmental restrictive transfer law or regulation,
solely by virtue of the transactions set forth herein and contemplated hereby. There are

no outstanding notices of violation or assessments pertaining to the environmental Compliance
or conditions of any facility owned by the Company known to the Company and Parent, other
than those set forth on Schedule 4.19, the result of which would have a Material Adverse Effect.

420 Employees. Schedule 4.20 attached hereto sets forth a true and complete list of
all employees of the Company including each such employee’s job title, remuneration and
duration of employment period. The Company is not a party to, and none of its employees is
subject io, any collective bargaining agreement or other union coniract, other than as disclosed in
Schedule 4.20. Except as disclosed on Schedule 4.20, the Company is in Compliance with
applicable federal, state and local laws affecting labor, employment and employment practices,
including terms and conditions of employment and wages and hours, the failure of which would
have a Material Adverse Effect, and there are, and have been during the past three (3) years, no
outstanding complaints against the Company pending or, to the Knowledge of the Company and
Parent, threatened before the National Labor Relations Board or any similar state or local
agency, except as set forth on Schedule 4.20. Except as disclosed on Schedule 4.20, the
Company enjoys good relations with its employees and there is no pending or, to the Knowledge
of the Company and Parent, threatened labor trouble with or effort to organize any of its
employees, and there has been no such labor trouble or, to the Knowledge of the Company and
Parent, effort to organize during the past three (3) years. Except as disclosed on Schedule 4.20,
the Company is not a party to any severance agreements with any of its employees.

421 Litigation. Except as disclosed on Schedule 4.21 attached hereto, (a) there is no
Claim pending or, to the Knowledge of the Company and Parent, threatened (or any facts which
could lead to such a Claim) by, against, affecting or regarding the Purchased Assets, the
Business, the Company or Parent at law or in equity, before any federal, state, local or foreign
court or any other governmental or administrative agency or tribunal or any arbitrator or




arbitration panel, and (b) there are no judgments, orders, rulings, charges, decrees, injunctions,
notices of violation or other mandates against or affecting the Purchased Assets, the Business,
the Company or Parent with respect to the businesses, properties or assets of the Company.

4.22 Insurance. Schedule 4.22 attached hereto sets forth a summary of all insurance
policies (including policies providing property, casualty, liability, and workers' compensation
coverage, benefits or coverage for any Plan described in Section 4.18, and bond and surety
arrangements) to which any of the Company is a party, a named insured, or otherwise the
beneficiary of coverage as of the date hereof and specifies the insurer, the amount of coverage,
type of insurance, expiration date, and any retroactive premium adjustments or other loss sharing
arrangements. The Company has not received any notice, and to the Knowledge of the Company
and Parent, is not aware, of any threatened termination of, any insurance policy set forth on
Schedule 4.22.

423 Brokers. Except as disclosed in Schedule 4.23 attached hereto, none of the
Company, Parent, or anyone acting on their behalf, has engaged, retained, or incurred any
liability to any broker, investment banker, finder or agent or has agreed to pay any brokerage
fees, commissions, finder's fees or other fees with respect to the sale of the Common Stock, this
Agreement or the fransactions contemplated hereby.

4.24 Burdensome Orders. The Company is not subject to or bound by any judgment,
decree or order which has or would have a Material Adverse Effect, except as disclosed on
Schedule 4.24 attached hereto.

4,25 Records and Books. The minute books of the Company have previously been
made available to the Buyer and accurately record all corporate action taken by the stockholders
and boards of directors and committees thereof from the date of organization through the date
hereof.

426 Transactions with Interested Persons. Except as set forth on Schedule 4.26
attached hereto, no officer, or director of the Company owns directly or indirectly, either
individually or jointly, any material interest in, or serves as an officer or director of any Person
which has a material contract or arrangement with the Company, except that Parent owns all of
the issued and outstanding stock of the Company and certain executive officers and directors of
Parent are officers and directors of the Company.

427  No Corrupt Practices. Neither the Company nor, to the Knowledge of the
Company and Parent, any director, officer, agent, employee of the Company, in each case when
acting on behalf of the Company, has used any corporate or other funds for unlawful
contributions or payments relating to political activity, to government officials or established or
maintained any unlawful or unrecorded funds with respect to the Business, the violation of which
would have a Material Adverse Effect.




ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE BUYER AND TEI

The Buyer and TEI, jointly and severally, hereby represent and warrant to the Company
and Parent as of the date hereof as follows:

5.1 Organization and Qualification. TEI is a Massachusetts corporation duly
organized, validly existing and in good standing under the laws of The Commonwealth of
Massachuselts, with full power and authority to own, use or lease its properties and to conduct its
business as such properiies are owned, used or leased and as such business is currently
conducted. The Buyer is a Maryland limited liability company duly formed, validly existing and
in good standing under the laws of the State of Maryland, with full power and authority to own,
use or lease ils properties and to conduct its business as such properties are owned, used or
leased and as such business is currently conducted. TEI is the sole member of the Buyer.

5.2 Authority: No Violation. Each of TEI and the Buyer has the requisite corporate
power and authority to enter into this Agreement and to carry out the transactions contemplated
hereby. The execution, delivery and performance of this Agreement of each of TEI and the
Buyer has been duly and validly authorized and approved by all necessary corporate action on
the part of the Buyer and this Agreement constitutes the legal and binding obligation of TEI and
the Buyer, enforceable against each of TEI and the Buyer in accordance with its terms, except
that the enforceability hereof may be subject to bankruptcy, insolvency, reorganization,
moratorium or other similar laws now or hereafler in effect relating to creditors’ rights generally
and that the remedy of specific performance and injunctive and other forms of equitable relief
may be subject to equitable defenses and to the discretion of the court before which any
proceeding may be brought. Assuming the accuracy of the representations and warranties of the
Company and the Parent hereunder, the entering into of this Agreement by each of TEI and the
Buyer does not, and the consummation by the Buyer of the transactions contemplated hereby
will not, violate the provisions of (a) any applicable laws of the United States or any other state
or jurisdiction in which the Buyer does business; (b) its Charter or by-laws (in the case of TEI);
(¢) except under TEI's current credit facility with Bank of America, N.A., any provision of, or
result in a defanlt or acceleration of any obligation under, or result in any change in the rights or
obligations of the Buyer under or TEI, any Lien, contract, agreement, license, lease, instrument,
indenture, order, arbitration award, judgment, or decree to which the Buyer is a party or by
which it is bound, or to which any property of the Buyer or TEI is subject; or (d} give to any
third party any interest or rights, including rights of termination of cancellation, in or with
respect to any of the material properties, assets, agreements, coniracts or business of Buyer or
TEL which would have a Material Adverse Effect.

5.3  Required Filings and Consents. The execution and delivery of this Agreement by
each of TEI and the Buyer does not, and the performance of their respective obligations
hereunder will not, require any consent, approval, authorization or permit of, or filing with or
notification to, any federal, state or local governmental agency or authority.

5.4  Litigation. There are no claims, suits, actions or proceedings pending or to
Buyer’s or TEI's knowledge, threatened against Buyer or TEI, before any court, governmental




department, commission, agency, instrumentality or authority, or any arbitrator that seeks to
restrain or enjoin the consummation of the transactions contemplated by this Agreement.

5.5  Brokers. Except for Equities Securities Partners, neither TEI nor Buyer has
retained the services of any broker or finder in connection with this Agreement or the
transactions contemplated by this Agreement.

ARTICLE VI
COVENANTS

6.1 Covenants of the Company and Parent. The Company and Parent shall keep,
perform and fully discharge the following covenants and agreements:

(a) Interim Conduct of Business. From the date hereof until the Closing, the
Company shall operate the Business as a going concern consistent with prior practice and in the
ordinary course of business (except as may be authorized pursuant to this Agreement or as set
forth on Schedule 8.1(a) hereto). Without limiting the generality of the foregoing, from the date
hereof until the Closing, except for transactions contemplated by this Agreement or expressly
approved in writing by the Buyer and TEI, the Company, shall not:

(i) enter into or amend any employment, bonus, severance, or
retirement contract or arrangement (including any Plan as described in Section 5.18), or
materially increase any salary or other form of compensation payable or to become payable to
any current employee, other than in the ordinary course of business consistent with prior
practice;

(ii) purchase any assets or real estate or any interest therein other than
in the ordinary course of business;

(ili)  merge or consolidate with or agree to merge or consolidate with, or
purchase or agree to purchase all or substantially all of the assets of, acquire securities of or
otherwise acquire any Person;

(iv)  sell, lease, transfer or otherwise dispose of or agree o sell, transfer,
lease or otherwise dispose of any of its assets, properties, rights or claims, whether tangible or
intangible having an aggregate book value in excess of $20,000, except in the ordinary course of
business consistent with prior practice;

(v) incur any liability, guaranty or obligation (fixed or contingent)
other than in the ordinary course of business consistent with prior practice;

{vi)  place or permit to be placed any Lien on any of the Purchased
Assets or properties, other than statutory Liens arising in the ordinary course of business;

(vii) change its accounting practices and/or procedures;




(vili) accelerate receivables or delay or postpone payment of any
accounts payable or other liability, except in the ordinary course of business consistent with prior
practice;

(ix)  transfer any assets having a total cumulative book value in excess
of $20,000 to Parent or any Affiliate or Subsidiary of Parent other than cash transferred to
Affiliates in the normal and ordinary course of business consistent with past practices, or
inventory of waste transferred to Affiliates for treatment, storage or disposal or activity in the
ordinary course of business consistent with past practices or transfer cash to Parent consistent
with Parent’s cash management policy or to pay Taxes as a result of filing consolidated income
tax returns or payment of management fees to Parent consistent with past practices; or

(x) agree to a mutual change or add to the terms and conditions of any
Necessary Permit without the prior written approval of Buyer, which will not be unreasonably
withheld;

(xi)  materially increase the Company’s disposal inventory by an
amount not to exceed $15,000;

(xii) transfer any customer account to any of its Affiliate or any third
party; or

(xiii) abandon any part of the Business that would result in a Material
Adverse Effect.

(b)  Access. The Company shall, upon reasonable notice, give the Buyer and
its representatives full and free access to all properties, assets, books, contracts, commitments
and records of the Company during reasonable business hours and shall promptly furnish the
Buyer with all financial and operating data and other information as to the history, ownership,
Affiliates, business, operations, properties, assets, liabilities, or condition (financial or otherwise)
of the Company as the Buyer may from time to time reasonably request.

(¢)  Retained Liabilities. From and after the date hereof through the Closing
Date and following the Closing, the Company and Parent agree to pay, perform and fully
discharge all of the Retained Liabilities as they come due.

(d)  Satisfaction of Conditions. The Company and Parent shall use their best
efforts to accomplish the satisfaction of the conditions precedent to Closing contained in
Section 6.1 herein on or prior to the Closing Date.

(¢)  Non-Solicitation of Employees. For the period beginning on the Closing
Date and ending on the date two (2) years after the Closing Date (the “Non-Solicitation Period™),
each of Parent and the Company shall not, and shall not permit any of their respective Affiliates
(collectively, the “Restricted Parties™ and individually, a “Restricted Party™), for its own benefit
or for the benefit of any Person other than Buyer and TEI: (i) solicit, or assist any Person other
than Buyer to solicit, any employees of Company listed on Schedule 4.20 to leave his
employment; or (ii) hire or cause to be hired, any employee of Company listed on Schedule 4.20,




except nothing contained herein shall prohibit the Parent, Company or any of their Affiliates
from hiring an employee listed on Schedule 4.20 that is not longer employed by the buyer and
such employee solicits the Parent, Company or their Affiliates for employment after the
termination of any such individual’s employment.

(f) Non-Solicitation of Customers. During the Non-Solicitation Period, each
Restricted Party shall not solicit or encourage any of the Largest Customers to divert, terminate,

curtail or otherwise limit its Business Relationship (as such term is defined herein) with the
Company or the Buyer. For purposes hereof, the term *“Business Relationship™ means the
business activities conducted by the Company with each such Large Customer during the nine
{(9) month period ending September 30, 2007.

(g) Acknowledgements. Each of Parent and the Company acknowledges that:
the above covenants are manifestly reasonable on their face. The parties expressly agree that the
restrictions set forth in Sections 6.1(e) and (f) have been designed to be reasonable and no
greater than is required for the protection of Buyer and are a significant element of the
consideration hereunder. If the final judgment of a court of competent jurisdiction declares that
any term or provision of Section 6.1(e) and (f) is invalid or unenforceable, the parties agree that
the court making the determination of invalidity or unenforceability shall have the power to
reduce the scope or duration of the term or provision, to delete specific words or phrases, or to
replace any invalid or unenforceable term or provision with a term or provision that is valid and
enforceable and that comes closest to expressing the intention of the invalid or unenforceable
term or provision, and this Agreement shall be enforceable as so modified after the expiration of
the time within which the judgment may be appealed.

(h)  No Solicitation, Confidentiality, Etc.

(i) Prior to the termination of this Agreement pursuant to Article VIII
hereof, neither the Company, Parent or any of their respective agents, representatives,
employees, officers and/or directors will (i) solicit or negotiate with respect to any inguiries or
proposals relating to (x) the possible direct or indirect acquisition of any equity security of the
Company or of all or a portion of the Purchased Assets or the Business or (y) any merger,
consolidation, joint venture or business combination with the Company, or (ii) discuss or
disclose either this Agreement or other confidential information pertaining to the Company or
with any Person (except as may be required by law or except as may be required in connection
with the transactions contemplated by this Agreement to Affiliates, officers, directors, employees
and agents of the Company) without the prior written approval of the Buyer. The Buyer
acknowledges that the prior distribution of material regarding the Company to interested parties
shall not be deemed to violate this Section 6.1(i). The Company and Parent shall advise such
parties of the existence of this Agreement and shall refrain from entering into further discussions
with such parties concerning the sale of the Company to the extent otherwise prohibited by this
Section 6(i). After the Closing, upon the receipt of a written request from Buyer, the Company
and Parent will promptly request each Person that has executed, within twelve (12) months prior
to the date of this Agreement, a confidentiality, standstill or similar agreement in connection with
its consideration of a possible Acquisition Transaction to return or destroy all confidential
information heretofore furnished to such Person by or on behalf of the Company and Parent, and
provide the Buyer of written evidence of the same.




(ii) Motwithstanding anything contained in Section 6.1(h)(ii) to the
contrary, the Board of Directors of Parent shall not be required to breach or violate its fiduciary
duty or duties in any manner, and if, based on advise of counsel, in order not to violate its
fiduciary duty or duties, the Board of Directors of Parent may require Parent to terminate this
Agreement and thereafter enter into an agreement with a third party that has not been solicited by
the Parent or the Company or any of their agents or Affiliates but provides a Superior Offer (as
defined below). For the purpose of this paragraph “Superior Offer” means a binding offer to
acquire all of the outstanding capital stock of the Company or all or substantially all of the assets
of the Company on the terms that the Board of Directors of the Company determines, in good
faith, after consultation with its legal counsel and its outside financial advisor, that if
consummated, is more favorable to the Shareholder and its stockholders from a financial point of
view than the transactions contemplated by this Agreement and will be consummated, taking into
account all legal, financial and regulatory aspects of the offer and the person making the offer.

In the event of termination of this Agreement by the Company or Parent pursuant to this
paragraph, at the time of such termination the Company shall within ten (10) days of such
termination, and regardless of whether the transaction constituting a Superior Offer is
consummated, reimburse, or cause the third party buyer to reimburse, the Buyer for the Buyer's
reasonable out-of-pocket expenses incurred by the Buyer in connection with this transaction
(including reasonable atiorney fees incurred by the Buyer to negotiate and complete this
transaction).

(i) Accuracy of Representations and Warranties. The Company and Parent
will promptly notify TEI and the Buyer in writing of any facts which come to their attention that
would cause any of the representations and warranties of the Company or Parent to be untrue or
materially misleading in any respect.

() Books and Records. For a period of six (6) years commencing on the
Closing Date, or for such longer period as may be required by applicable law, the Company shall
make all such books and records not included as part of the Purchased Assets available for
inspection and copying by the Buyer and its representatives during regular business hours upon
two (2) Business Days’ prior notice.

(k) Lien Searches. Prior to the Closing, the Company shall conduct, or cause
to be conducted by a nationally recognized service company, as of a date or dates as late as
reasonably practicable prior to the Closing Date, a lien search, including without limitation
security interests and other notice filings under the Uniform Commercial Code, Tax liens, and
judgment liens, of record in each jurisdiction where assets of the Company are located or in
which the Company conducts the Business upon, against or affecting the Purchased Assets. The
results of such lieu search shall be delivered to the Buyer within ten (10) days prior to the
Closing.

() Further Assurances. Each of the Company and Parent shall, from time to
time, execute and deliver such additional instruments, documents, conveyances or assurances
and take such other actions as shall be necessary, or otherwise reasonably requested by Buyer to
confirm and assure the rights and obligations provided for in this Agreement and render effective
the consummation of the transactions contemplated hereby.




(m) Useof Name. The Company will take such other actions within its power
as may be necessary or appropriate to permit the Buyer, immediately after the Closing, to use the
name “A&A Environmental Services”. From and after the Closing Date, the Company shall not
use the name “A&A Environmental Services” or any other name which includes such words or
which is substantially similar thereto for any purpose except to refer to the business conducted
by the Company prior to the Closing,

6.2  Covenanis of the Buyer and TEI. Buyer and TEI hereby agree to keep, perform
and fully discharge the following covenants and agreements:

(a) Employees. Except as provided in this section, the parties agree that
Buyer may, at its sole and absolute discretion, after consultation with the Company, offer
employment to qualified employees of the Company as of the Closing Date. Such employees
who accept the offer of employment (each a “Hired Employee™) will be employed by Buyer
upon such terms and conditions as Buyer and such Hired Employee may agree, it being
understood and agreed that Buyer shall not be responsible for any post-Closing obligations and
any accrued liabilities of the Company to former or current employees not hired by Buyer. The
Company shall retain, assume, bear and discharge all liabilities for any and all claims incurred or
made by Hired Employees and their dependents and beneficiaries under any Plan. Buyer agrees
that Hired Employees will receive full credit for service with the Company for purposes of
determining eligibility and vesting under Plans of Buyer or its Affiliates. As of the Closing Date,
each Hired Employee shall cease participation in any and all Plans of the Company.
Notwithstanding anything in this section to the contrary, the Buyer shall retain as employees of
the Buyer immediately upon the Closing a sufficient number of the Company’s employees so
that the Worker Adjustment and Retraining Notification Act and any other applicable state and
local plant closing, mass layoffs, relocation or severance coverage laws associated with the
employees of the Company are not applicable and are not required to be complied with.

() atisfact nditions. TEI and the Buyer shall each comply with all of
the conditions of Section 7.2 and accomplish to the satisfaction of the Company and Parent of
the conditions precedent to Closing contained in Section 7.2 below on or prior to the Closing
Date.

ic) Further Assurances. Buyer and TEI shall, from time to time, execute and
deliver such additional instruments, documents, conveyances or assurances and take such other
aclions as shall be necessary, or otherwise reasonably requested by Parent and the Company to
confirm and assure the rights and obligations provided for in this Agreement and render effective
the consummation of the transactions contemplated hereby.

(d) Assumed Liabilities. From and after the Closing, the Buyer shall pay,
perform and fully discharge all of the Assumed Liabilifies as they become due.

6.3  Covenants of Parent, Company, TEI and Buyer.
(a)  Confidentiality; Access to Information. Each party agrees to maintain in

confidence any information that has been identified as non-public information and received from
the other party, and to use such non-public information only for purposes of consummating the




transactions contemplated by this Agreement. Such confidentiality obligations will not apply to
(a) information which was known to the one party or their respective agents prior o receipt from
the other party; (b) information which is or becomes generally known; (¢) information acquired
by a party or their respective agents from a third party who was not bound to an obligation of
confidentiality; and (d) disclosure required by law. In the event this Agreement is terminated in
accordance with the terms of this Agreement, each party (x) will return, destroy or cause to be
returned or destroyed to the other all documents and other material obtained from the other in
connection with the transactions contemplated by this Agreement, and (y) will use commercially
reasonable efforts to delete from its computer systems all documents and other material obtained
from the other in connection with the transactions contemplated by this Agreement.

(b)  Regulatory Approvals. The Company and Buyer shall use all reasonable
efforts to file, as soon as practicable after the date of this Agreement, all notices, reports and
other documents required to be filed with any federal, state or local governmental regulatory or
administrative agency or authority with respect to the transactions contemplated by this
Agreement (if any), and to submit promptly any information requested by any such
governmental agency or authority to the extent that Buyer and Company jointly determine it is
reasonable and prudent to do so. Without limiting the generality of the foregoing, the Company
and Buyer shall, promptly after the date of this Agreement, prepare and file any and all
notifications and certifications required under the applicable federal and state Environmental
Law and bulk transfer or similar state statute. From and after the date hereof through to the
Closing Date and following the Closing the Company will use its best efforts to effect the
transfer to the Buyer of all of the Necessary Permits and all other permits, licenses, and leases
which are associated with the Business as presently conducted, to the extent the same are by their
terms transferable. The Company and Buyer shall consult and cooperate with one another, and
consider in good faith the views of one another, in connection with any analysis, appearance,
presentation, memorandum, brief, argument, opinion or proposal made or submitted in
connection with any governmental filing. In addition, except as may be prohibited by any
federal, state or local governmental agency or authority or by any Legal Requirement, each of
the Company and Buyer agrees to permit authorized representatives of the other party to be
present at each meeting or conference relating fo any such legal proceeding and to have access to
and be consulted in connection with any document, opinion or proposal made or submitted to
any federal, state or local governmental agency or authority in connection with any such legal
proceeding.

(¢)  Closing Memorandum. Each party agrees to fulfill each such party's
obligations under the Closing Memorandum, in substantially the form of Exhibit C attached

hereto (the “Closing Memorandum™), in accordance with the terms and conditions thereunder.

ARTICLE VII
CLOSING CONDITIONS

7.1 Conditions to Obligations of Buyer and TEI. The obligations of the Buyer and
TEI to consummate this Agreement and the fransactions contemplated hereby are subject to the
fulfillment, prior to or at the Closing, of the following conditions precedent:




{a) Representations, Warranties and Covenants. Each of the representations
and warranties of the Company and Parent contained in this Agreement shall remain true and
correct at the Closing Date as fully as if made on the Closing Date; the Company and Parent
shall have performed, on or before the Closing Date, all of their respective obligations under this
Agreement and the other Purchase Documents which by the terms thereof are to be performed on
or before the Closing Date; and the Company and Parent shall have delivered to the Buyer an
Officer’s Certificate dated the Closing Date of the Company and Parent to such effiect.

{b) Mo Pending Action. Mo legislation, order, rule, ruling or regulation shall
have been proposed, enacted or made by or on behalf of any governmental body, department or
agency, and no legislation shall have been introduced in either House of Congress or in the
legislature of any state, and no investigation by any governmental authority shall have been
commenced or threatened, and no action, suif, investigation or proceeding shall have been
commenced before, and no decision shall have been rendered by, any court or other
governmental anthority or arbitrator, which, in any such case, in the reasonable judgment of the
Buyer could adversely affect, restrain, prevent or rescind the transactions contemplated by this
Agreement (including, without limitation, the purchase and sale of the Purchased Assets) or
result in a Material Adverse Effect.

(c) Purchase Permitted by Applicable Laws; Legal Investment. The Buyer’s
purchase of and payment for the Purchased Assets (i) shall not be prohibited by any applicable
law or governmental order, rule, ruling, regulation, release or interpretation, and (ii) shall not
constitute a fraudulent or voidable conveyance under any applicable law.

(d) Proceedings Satisfactory. All proceedings taken in connection with the
purchase and sale of the Purchased Assets, all of the other Purchase Documents and all
documents and papers relating thereto, shall be in form and substance reasonably satisfactory to
the Buyer. The Buyer and its counsel shall have received copies of such documents and papers
as each of the Buyer or its counsel may reasonably request in connection therewith, all in form
and substance reasonably satisfactory to the Buyer. Any Purchase Document, any Schedule or
Exhibit to this Agreement and any other document, agreement or certificate contemplated by this
Agreement, not approved by the Buyer in writing as to form and substance on the date this
Agreement is executed, shall be reasonably satisfactory in form and substance to the Buyer.

(e) Consents - Permits. The Company shall have received {(and there shall be
in full force and effect) all material consents, approvals, licenses, permits, orders and other
authorizations of, and shall have made (and there shall be in full force and effect) all such filings,
registrations, qualifications and declarations with, any Person pursuant to any applicable law,
statute, ordinance regulation or rule or pursuant to any agreement, order or decree to which the
Company is a party or to which it is subject, in connection with the transactions contemplated by
this Agreement and the sale of the Purchased Assets set forth on Schedule 7. 1{g).

() Corporate Documents. Each of the Company and Parent shall have
delivered to the Buyer:

(1) an Officer's Certificate of the Secretary of the entily certifying
{x) the incumbency and genuineness of signatures of all officers of the entity, as the case may be,




executing this Agreement, any document delivered by the entity at the Closing and any other
document, instrument or agreement executed in connection herewith, (y) the truth and
correctness of resolutions of the entity authorizing the entry by the entity into this Agreement
and the transactions contemplated hereby and () the truth, correctness and completeness of its
by-laws;

(i)  the Charter of the entity certified as of a recent date by the state of
its incorporation; and

(iii)  certificates of corporate and tax good standing and legal existence
of the entity as of a recent date from the state of its incorporation and the state(s) in which it is
qualified to do business.

(g)  Transfer of Purchased Assets. All of the Purchased Assets shall have been
effectively sold, transferred, conveyed and assigned to the Buyer, free and clear of all Liens
(other than Liens relating to Assumed Liabilities), and all of the requisite and necessary deeds,
conveyances, certificates of title, assignments, assurances and other instruments and documents
shall have been executed, delivered and, if appropriate, filed or recorded. The Company shall
deliver all of the original titles to all of the vehicles that are included in the Purchased Assets.

(h)  Bill of Sale. The Company shall have executed the Bill of Sale.
(i) Transfer of Necessary Permits. All of the Necessary Permits (including,

without limitation, any Environmental Permit) shall have been transferred to or obtained by the
Buyer on or before the Closing Date.

() Opinion of Counsel. The Buyer and TEI shall have received a favorable
opinion, dated the Closing Date and satisfactory in form to the Buyer and its counsel, of Conner
& Winters, LLP, counsel to the Company and Parent.

(k) Real Estate Purchase Agreements. The Company shall have performed
and taken all action and delivered all documents required of it under each of the Real Estate
Purchase and Sale Agreements to the reasonable satisfaction of the Buyer and its counsel.

(1] FIRPTA Cerificate. The Company shall prepare and deliver to the Buyer
a FIRPTA Certificate in substantially the form of Exhibit D attached hereto.

(m) No Material Adverse Effect. Prior to the Closing Date, there shall have
been no Material Adverse Effect.

(n)  Termination of Plans. The Company shall have terminated each of the
Plans on terms satisfactory to the Buyer (in its sole judgment), and shall have provided evidence
satisfactory to Buyer to ensure that no employee has any further rights under such Plans and that
all liabilities of the Company under such Plans are fully extinguished at no cost, and with no
liability to the Buyer.




(o)  Emplovment of Craig Childres. Buyer and Mr. Craig Childres shall enter
an employment agreement under which Mr. Childres agrees to serve as General Manager over
the Purchased Assets under terms and conditions acceplable to Buyer.

(p)  Lender Approval. Parent shall provide a written consent of Parent's and
the Company’s lender to this Agreement and the transactions contemplated herein, including
releases and discharges of all mortgages, Liens, claims and other encumbrances on the Purchased
Assets.

{q) Perma-Fix of Ft. Lauderdale, Inc. Buyer and Perma-Fix of Ft. Lauderdale,
Inc. (“Perma-Fix of Ft. Lauderdale™) shall enter into a subcontract agreement, in substantially the
form of Exhibit E attached hereto, pursuant to which Buyer shall perform services as a
subcontractor to Perma-Fix of Ft. Lauderdale for Royal Caribbean Cruise Lines in the Port of
Baltimore consistent with past practice between Company and Perma-Fix of Ft. Lauderdale.

1) Closing Memorandum. The Company and Parent shall have executed and
delivered the Closing Memorandum.

7.2 Conditions to Obligations of the Company and Parent. The obligations of
the Company and the Parent to consummate this Agreement and the transactions contemplated
hereby are subject to the fulfillment, prior to or at the Closing, of the following conditions
precedent:

(a)  Representations, Warranties and Covenants. Each of the representations
and warranties of the Buyer and TEI in this Agreement shall remain true and correct at the
Closing Date, and the Buyer and TEI shall, on or before the Closing Date, have performed all of
their obligations under this Agreement and the other Purchase Documents which by the terms
thereof are to be performed by it on or before the Closing Date; and the Buyer and TEI shall
have delivered an Officer’s Certificate to the Company dated the Closing Date to such effect.

{b)  NoPending Action. No legislation, order, rule, ruling or regulation shall
have been proposed, enacted or made by or on behalf of any governmental body, department or
agency, and no legislation shall have been introduced in either House of Congress or in the
legislature of any state, and no investigation by any governmental authority shall have been
commenced or threatened, and no action, suit, investigation or proceeding shall have been
commenced before, and no decision shall have been rendered by, any court or other
governmental authority or arbitrator, which, in any such case, was not known by the Company or
Parent on the date hereof or which could adversely affect, restrain, prevent or rescind the
transactions contemplated by this Agreement (including, without limitation, the purchase and
sale of the Purchased Assets) or result in a Material Adverse Effect.

(c) Paymeni of Purchase Price. The Buyer shall have delivered, via wire
transfer, the Purchase Price to the Company.

(d)  Real Estate Purchase and Sale Agreements. The Buyer shall have cansed
each of Carbon Properties and Sun Street Properties to have taken any and all actions and
delivered any and all documents as required of it under each of the Real Estate Purchase and Sale




Agreements to the reasonable satisfaction of the Company and Parent and its counsel. The
transaction contemplated by each of the Real Estate Purchase and Sale Agreements shall have
been consummated pursuant to their terms simultaneously with the Closing.

(e)  Opinion of Counsel. The Company and Parent shall have received a
favorable opinion dated the Closing Date and satisfactory in form to the Company and Parent
and its counsel, of Posternak Blankstein & Lund LLP, counsel to the Buyer and TEIL

(f) Closing Memorandum. Buyer and TEI shall have executed and delivered
the Closing Memorandum.

(g)  Lender Approval. Parent’s and the Company’s lender shall approve the
transactions contemplated by this Agreement.

ARTICLE VIII
TERMINATION

8.1  Termination of Agreement. This Agreement and the transactions contemplated
hereby may (at the option of the party having the right to do so) be terminated at any time prior
to the Closing:

(a) Mutual Consent. By mutual written consent of TEI and Parent;

(b) OQutside Date. By any party, if the Closing shall not have occurred,
through no fault of such party, on the original Closing Date or on such other mutually agreed
upon date on or before January 18, 2008 (the “Qutside Date™).

{c) Court Order. By the Buyer and TEI or Parent and Company if any court
of competent jurisdiction shall have issued an order pursuant to the request of a third party
restraining, enjoining or otherwise prohibiting the consummation of the transactions
contemplated by this Agreement; or

{d) Termination by Buyer and TEI. By Buyer and TEI by notice to Parent and
the Company at any time after the Outside Date if (i) a condition to the performance of Parent
and the Company set forth in Section 7.1 hereof shall not be fulfilled at the time specified for the
fulfillment thereof, (ii) a default under or a breach of this Agreement shall be made by Parent and
the Company that is not cured to the satisfaction of the Buyer and TEI within thirty (30) days of
notification thereof, or (iii) any representation or warranty set forth in this Agreement or in any
other Purchase Document delivered by Parent and the Company pursuant hereto shall be false or
misleading.

{e) Termination by Parent. By Parent by notice to Buyer and TEI at any time
after the Quiside Date if (i) a condition to the performance of Buyer set forth in Section 7.2
hereof shall not be fulfilled at the time specified for the fulfillment thereof, (ii) a default under or
a breach of this Agreement shall be made by Buyer and TEI that is not cured to the satisfaction
of the Parent within thirty (30) days of notification thereof, or (iii) any representation or warranty




of Buyer set forth in this Agreement or in any of the Purchase Documents delivered by the Buyer
and TEI pursuant hereto shall be false or misleading.

8.2 Effect of Termination and Right to Proceed. [f this Agreement is terminated
pursuant to Section 8.1, all further obligations of the parties under this Agreement shall
terminate; provided, however, that if Parent and the Company terminate this Agreement and
within ninety (90) days of such termination either of them or any of their Affiliates enters into an
agreement to sell or transfer (i) all or substantially all of the outstanding capital stock of the
Company whether through or pursuant to a merger, consolidation, spinoff, dividend, share
exchange, stock purchase or similar transaction, or (ii) all or substantially all of the assets of the
Company, then Parent shall within ten (10) days from the date of receipt of a statement from
Buyer reimburse Buyer for any and all reasonable expenses incurred by Buyer (including,
without limitation, all reasonable attorneys fees) in connection with this Agreement and the
transactions contemplated hereunder, up to a maximum payment of $200,000. The parties shall,
in all events, remain bound by and continue to be subject to the provisions set forth in
Sections 6.1(h)(i), 8.2, 10.1, 10.3, 10.6, 10. 7 and 10.8. In addition, anything in this Agreement
to the contrary notwithstanding, if any of conditions to obligations specified in Section 7.1 hereof
have not been satisfied, the Buyer, in addition to any other rights which it may have, shall have
the right to waive its rights to have such conditions satisfied and elect to proceed with the
transactions contemplated hereby and, if any of the conditions to the obligations of the Company
and Parent specified in Section 7.2 hereof have not been satisfied, the Company and Parent in
addition to any other rights which may be available to them, shall waive their rights to have such
conditions satisfied and elect to proceed with the transactions contemplated hereby.

ARTICLE IX
INDEMNIFICATION
9.1 Survival of Representations and Warranties. Each and every representation and

warranty set forth in this Agreement shall survive until the second anniversary of the Closing
Date, except with respect to the following: (a) the representations and warranties set forth in
Sections 4.1, 4.2 and 4.8 (only as to tiile to the non-real estate Purchased Assets), which shall
survive the Closing until the expiration of the applicable statute of limitations; and (b) the
representations and warranties set forth in Sections 4.16, 4.17 and 4.19, which shall survive the
Closing for a period of forty-two (42) months from the Closing Date. Each and every covenant
set forth herein shall survive the Closing until fully performed or discharged. If, at any time
prior to the expiration of the survival period set forth above with respect to any particular
representation or warranty of a party, an Indemnitee delivers to an Indemnifying Party a written
notice alleging the existence of an inaccuracy in or a breach of such representation or warranty
(and setting forth in reasonable detail the basis for such Indemnitee’s belief that such an
inaccuracy or breach may exist) and asserting a claim for Losses based on such alleged
inaccuracy or breach, then the representation or warranty underlying the claim asserted in such
notice and all related indemnity obligations under this Article IX related thereto shall survive.
The representations, warranties, covenants and obligations of each party, and the rights and
remedies that may be exercised by an Indemnitee shall not be limited or otherwise affected by or
as a result of any information furished to, or any investigation made by or knowledge of, any of
such party or any of its Affiliates, agents and/or representatives. The parties recognize and agree




that the representation and warranties also operate as bargained for promises and risk allocation
devices and that, accordingly, any party’s knowledge, and the waiver of any condition based on
the accuracy of any representation or warranty, or on the performance of or Compliance with any
covenant or obligation, shall not affect the right to indemnification or payment of Losses or other
remedy based on such representations, warranties, covenants, and obligations. This Section 9.1
shall have no effect upon any other obligation of the parties hereto, whether to be performed
before or after the Closing Date.

9.2  Indemmification by Parent and the Company. Subject to the terms, conditions and
limitations set forth in this Article IX, Parent and the Company, jointly and severally shall
indemnify, defend and hold TEI, the Buyer and their respective officers, directors, consultants,
employees, owners, agents, representatives and Affiliates (collectively the “Buyer Indemnitees™),
harmless from and against any and all damages, losses, obligations, deficiencies, liabilities,
claims, encumbrances, penalties, costs, and expenses, including reasonable attorneys’ fees and
costs (“Buyer Losses™), in connection with any Buyer Losses which any Buyer Indemnitee may
suffer or incur, resulting from, related to or arising out of any of the following: (i) any breach of
a representation or warranty by the Company or the Parent set forth in the Agreement or in any
other Purchase Document, (i1) nonfulfillment of any of the covenants of the Company or Parent
in this Agreement or in any Purchase Document to which it is a party; (iii) any matter disclosed
on Schedule 4.21; (iv) any of the Retained Liabilities; (v) fraud or intentional misrepresentation
on the part of each of the Company or Parent in connection with the representations and
warranties of the Company or the Parent contained in this Agreement; (vi) any Taxes required to
be paid by the Company or Parent with respect to the Purchased Assets or the Business for any
period ending on or before the Closing Date; and (vii) any and all actions, suits, investigations,
proceedings, demands, assessments, audits, judgments and claims resulting from, arising out of
or relating to any of the foregoing.

9.3  Indemnification by the Buyer. Subject to the terms, conditions and limitations set
forth in this Article IX, TEI and the Buyer, jointly and severally, shall indemnify, defend and
hold the Company and Parent, and their respective officers, directors, consultants, employees,
owners, agents and Affiliates (collectively, the “Company Indemnitees,” and at times together
with the Buyer Indemnitees, “Indemnitees™), harmless from and against any and all damages,
losses, obligations, deficiencies, liabilities, claims, encumbrances, penalties, costs, and expenses,
including reasonable attomeys’ fees and costs (“Company Losses,” and at times together with
Buyer Losses, “Losses™), in connection with any Company Losses which the Company
Indemnitee may suffer or incur, resulting from, related to or arising out of any of the following:
(i) any breach of a representation or warranty or nonfulfillment of any of the covenants of the
Buyer or TEI in this Agreement or in any other Purchase Document; (ii) any of the Assumed
Liabilities; (iii) fraud or intentional misrepresentation on the part of the Buyer or TEL (iv) the
Purchased Assets or the operation of the Business by Buyer which arise after the Closing Date;
and (v) any and all actions, suits, investigations, proceedings, demands, assessments, audits,
judgments and claims resulting from, arising out of or related to any of the foregoing.

9.4  Notice and Opportunity to Defend.

{a)  If an Indemnitee has incurred or suffered Losses for which it may be
entitled to indemnification under this Article IX, such Indemnitee shall, prior to the expiration of




the representation, warranty, covenant or agreement to which such claim relates, give written
notice of such claim (a “Claim Notice™) to Parent and the Company or the Buyer and TEI (as the
case may be) (the “Indemnifying Party™). Each Claim Notice shall state the amount of claimed
Losses (the “Claimed Amount™), if known, and the factual background and basis for such claim
in reasonably sufficient detail so as to enable the Indemnifying Party to understand and respond
to the Claim Notice as provided in Section 9.4(b) below.

(b) Except as set forth in clause (iv) herein, within twenty (20) Business Days
after delivery of a Claim Notice, the Indemnifying Party shall provide to the Indemnitee a written
response (the “Response Notice™) in which the Indemnifying Party shall: (i) agree that all of the
Claimed Amount is owed to the Indemnitee, (ii) agree that part, but not all, of the Claimed
Amount (the “Agreed Amount™) is owed to the Indemnitee, (iii) contest that any of the Claimed
Amount is owed to the Indemnitee, or (iv) request additional information that the Indemnifying
Party believes in good faith it needs to respond to the Claim Notice, which request must be made
within ten (10) Business Days after the Indemnifying Party’s receipt of the Claim Notice. In the
event the Indemnifying Party requests further information pursuant to the foregoing clause (iv),
the Indemnitee shall provide the additional information, if any, within ten (10) Business Days,
and the Indemnifying Party shall then respond as provided in the foregoing clauses (i), (i1) or (iii)
within ten (10) Business Days after receipt of such additional information or notice from the
Indemnitee that no further information exists. The Indemnifying Party may contest the payment
of all or a portion of the Claimed Amount only based upon a good faith belief that all or such
portion of the Claimed Amount does not constitute Losses for which the Indemnitee is entitled to
indemnification under this Article IX. If no Response Notice is delivered by the Indemnifying
Party within such twenty (20) Business Day period, the Indemnifying Party shall be deemed to
have agreed that all of the Claimed Amount is owed to the Indemnitee; provided, however, that
the failure to adhere strictly to the timing provided herein shall not be a waiver of any
indemnification claim or defense, except to the extent such failure causes prejudice to the other

party.

(c) If the Indemnifying Party in the Response Notice agrees (or is deemed to
have agreed) that all of the Claimed Amount is owed to the Indemnitee, the Indemnifying Party
shall promptly (and in any event within five (5) Business Days) pay the Claimed Amount to the
Indemnitee. If the Indemnifying Party in the Response Notice agrees that part, but not all, of the
Claimed Amount is owed to the Indemnitee, the Indemnifying Party shall promptly (and in any
event within five (5) Business Days) pay to the Indemnitee, directly, an amount equal to the
Agreed Amount set forth in such Response Notice. Acceptance by the Indemnitee of part
payment of any Claimed Amount shall be without waiver to that Indemnitee’s right to claim and
the Indemnifying Party’s obligation to pay the balance of any such Claimed Amount that is due
the Indemnitee. If the Indemnifying Party in the Response Notice contests all or part of the
Claimed Amount (the “Contested Amount™), the Indemnifying Party and the Indemnitee shall
proceed in good faith to negotiate a resolution of such dispute and, if not resolved through
negotiations within twenty (20) days, either may commence a lawsuit or other appropriate
proceeding in a court of competent jurisdiction.

(d) The Indemnitee shall give prompt written notification to the Indemnifying
Party of the commencement of any action, suit or proceeding relating to a third party claim for




which indemnification pursuant to this Article IX may be sought; provided, however, that no
delay on the part of the Indemnitee in notifying the Indemnifying Party shall relieve the
Indemnifying Party of any liability for Losses hereunder except to the extent of any Loss or
material prejudice caused by or arising out of such delay. Within five (5) Business Days after
delivery of such notification, the Indemnifying Party may, upon written notice thereof to the
Indemnitee, assume control of the defense of such action, suit or proceeding with counsel
reasonably satisfactory to the Indemnitee. If the Indemnifying Party does not so assume control
of such defense, the Indemnitee shall control such defense. If the Indemnifying Party assumes
the defense notwithstanding the satisfaction of the foregoing conditions, the Indemnitee may
object in writing within three (3) Business Days, and in the event of such objection the parties
shall negotiate in good faith which party will control the defense. In the absence of agreement as
to which party controls the defense within three (3) Business Days from the Indemnifying
Party’s receipt of an objection, the Indemnifying Party shall assume control of the defense. The
party not controlling such defense may participate therein at its own expense; provided that if the
Indemnifying Party assumes control of such defense and counsel selected by the Indemnifying
Party to defend such action reasonably concludes that the Indemnifying Party and the Indemnitee
have conflicting interests or different defenses available with respect to such action, suit or
proceeding, the reasonable fees and expenses of one counsel for all of the Indemnitees shall be
considered “Losses™ for purposes of this Agreement, whether or not the Indemnitee prevails in
such action, suit or proceeding. The party controlling such defense shall keep the other party
advised of the status of such action, suit or proceeding and the defense thereof and shall consider
in good faith recommendations made by the other party with respect thereto. Except as provided
in Section 9.4(¢) below, the Indemnitee shall not agree to any settlement of such action, suit or
proceeding without the prior written consent of the Indemnifying Party, which shall not be
unreasonably withheld, conditioned or delayed. The Indemnifying Party shall not agree to any
settlement of or the entry of a judgment in any action, suit or proceeding without the prior
written consent of the Indemnitee, which shall not be unreasonably withheld, conditioned or
delayed (it being understood that it is reasonable to withhold, condition or delay such consent if,
among other things, the settlement or the entry of a judgment (A) lacks a complete release of the
Indemnitee for all liability with respect thereto or (B) imposes any liability or obligation on the
Indemnitee).

9.5 Limitations on Certain Indemnification Obligations.

{a) Basket. The Buyer Indemnitees shall not assert any indemnification claim
under Section 9.2(i), and Company and Parent shall have no obligation to indemnify therefore,
until the aggregate amount of all claims for Buyer Losses by the Buyer Indemnitees exceeds
$25,000 (the “Basket Amount™), in which event Parent will be responsible for all amounts and
the liabilities, including, without limitation, the Basket Amount, subject to the Cap (as such term
is defined herein).

(t)  Cap. The liability of the Company and/or the Parent for all of Buyer
Losses arising pursuant to Section 9.2(i) shall not exceed $1,000,000 in the aggregate (the
“Cap™); except that if a court of competent jurisdiction determines in a non-appealable order that
the Buyer Losses arose pursuant to (i) Section 9.2(v) above, then the Company’s and/or Parent’s
liability for such Buyer Losses shall not exceed $4,000,000 in the aggregate; or (ii) Section




9.2(ii) above, then the Company’s and/or Parent’s liability for such Buyer Losses shall not
exceed 32,500,000 in the aggregate.

(c) Other Remedies. Notwithstanding anything to the confrary contained in
this Agreement, nothing in this Agreement shall preclude an Indemnitee from seeking injunctive
relief or specific performance with respect to any covenant, agreement or obligation of an
Indemnifying Party contained in this Agreement.

(d)  Limitation Period. No claim for identification, defense or hold harmless
under this Article IX shall be brought by any Buyer Indemnitees afler the expiration of two years
after the Closing Date; except for claims for Buyer Losses:

(1) as a result of breach of the representations and warranties set forth in
Sections 4.1, 4.2, 4.8 (only as to title to the non-real estate Purchased Assets), which must
be brought during the applicable statute of limitations period;

(ii)  as a result of breach of the representations and warranties set forth in
Sections 4.16, 4.17 and 4.19, which must be brought within forty-two (42) months after
the Closing Date; or

(i)  under Sections 9.2(ii)-(vi), and any and all actions, suits, investigations,
proceedings, demands, assessments, audits, judgments and claims resulting from, arising
out of or relating to any of the foregoing Section 9.2(ii)-(vi), which must be brought
within the applicable statute of limitations periods.

(¢)  Determination of Losses. If an Indemnilee proceeds with the
defense of any claim all reasonable fees and expenses, including reasonable attomey’s
fees, relating to the defense of such Claim and/or the enforcement of its rights hereunder
shall be deemed to be Losses for which such Indemmitee is entitled to indemnification
hereunder whether or not the Indemnitee prevails in any such action, suit or proceeding.
For purposes of this Article IX, “breach” shall be deemed to include any action, demand
or claim by a third party against an Indemnitee which, if true, would give rise to a breach
of a covenant, agreement, representation or warranty by an Indemnifying Party. Losses
will be reduced by and to the extent that a party receives insurance proceeds under any
insurance policies, risk sharing pools or similar arrangements maintained by each party in
connection with any matter for which it claims indemnification, except to the extent that
such receipt results in such party incurring any reimbursement obligation or any
obligation for any retrospective insurance premium or similar chargeback.

ARTICLE X
MISCELLANEOUS
10.1  Fees and Expenses. Each of the parties hereto will pay and discharge its own

expenses and fees in connection with the negotiation of and entry into this Agreement and the
consummation of the transactions contemplated hereby.




10.2  Publicity and Disclosures. Prior to the Closing, no press release or any public
disclosure, either written or oral, of the transactions contemplated by this Agreement shall be
made by any party without the prior knowledge and written consent of Parent and the Buyer,
except as otherwise required by law.

10.3 Notices. All notices, requests, demands, consents and communications necessary
or required under this Agreement or any other Purchase Document shall be made in the manner
specified, or, if not specified, shall be delivered by hand or sent by registered or certified mail,
return receipt requested, or by telecopy (receipt confirmed) to:

if to the Buyer and TEI:

Triumvirate Environmental, Ine.

61 Inner Belt Road

Somerville, MA 02143

Attention: John F. McQuillan, President
Facsimile Transmission Number: (617) 628-8099

with a copy to:

Posternak Blankstein & Lund LLP

The Prudential Tower

800 Boylston Street, 33" Floor

Boston, MA 02199

Attention: Donald H. Siegel, P.C./David M. Barbash, Esq.
Facsimile Transmission Number: (617) 367-2315

if to Parent and the Company:

Perma-Fix Environmental Services, Inc.

8302 Dunwoody Place, Suite 250

Atlanta, Georgia 30350

Attention: Dr. Louis F. Centofanti, Chairman,
President, and Chief Executive Officer

Facsimile Transmission Number: (770} 587-9937

with a copy to:

Conner & Winters, LLP

1700 One Leadership Square

211 MNorth Robinson Avenue

Oklahoma City, Oklahoma 73102

Attention: Irwin H. Steinhorn, Esq.

Facsimile Transmission Number: 405-232-2695

All such notices, requests, demands, consentz and other communications shall be deemed
to have been duly given or sent two (2) days following the date on which mailed, or on the date




on which delivered by hand or by facsimile transmission (receipt confirmed), as the case may be,
and addressed as aforesaid.

10.4  Successors and Assigns. All covenants and agreements set forth in this
Agreement and made by or on behalf of any of the parties hereto shall bind and inure to the
benefit of the successors and assigns of such party, whether or not so expressed, except that the
Company and Parent may not assign or transfer any of their respective rights or obligations
under this Agreement without the consent in writing of the Buyer. The Buyer may assign its
rights and obligations hereunder to one or more Affiliates of the Buyer.

10.5 Counterparts; Descriptive Headings: Variations in Pronouns. This Agreement
may be executed in any number of counterparts and by the different parties hereto on separate
counterparts, each of which when so executed and delivered shall be an original, but all of which
together shall constitute one and the same instrument, and it shall not be necessary in making
proof of this Agreement to produce or account for more than one such counterpart. The headings
of the sections and paragraphs of this Agreement have been inserted for convenience of reference
only and shall not be deemed to be part of this Agreement. All pronouns and any variations
thereof refer to the masculine, feminine or neuter, singular or plural, as the identity of the Person
or Persons may require,

10.6  Severability; Entire Agreement. In the event that any one or more of the
provisions contained herein, or the application thereof in any circumstances, is held invalid,
illegal or unenforceable in any respect for any reason in any jurisdiction, the validity, legality
and enforceability of any such provision in every other respect and of the remaining provisions
hereof shall not be in any way impaired or affected, it being intended that each of the parties’
rights and privileges shall be enforceable to the fullest extent permitted by law, and any such
invalidity, illegality and unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction. To the fullest extent permitted by law,
the parties hereby waive any provision of any law, statute, ordinance, rule or regulation which
might render any provision hereof invalid, illegal or unenforceable. This Agreement, including
the Schedules and Exhibits referred to herein, is complete, and all promises, representations,
understandings, warranties and agreements with reference to the subject matter hereof, and all
inducements to the making of this Agreement relied upon by any of the parties hereto, have been
expressed herein or in said Schedules or Exhibits. This Agreement may not be amended except
by an instrument in writing signed on behalf of the Company, the Buyer and Parent.

10.7  Attorneys’ Fees. In any action or proceeding brought to enforce any provision of
this Agreement or the other Purchase Documents, or where any provision hereof or thereof is
validly asserted as a defense, the successful party shall be entitled to recover reasonable
attorneys’ fees in addition to any other available remedy.

10.8  Course of Dealing. No course of dealing and no delay on the part of any party
hereto in exercising any right, power, or remedy conferred by this Agreement shall operate as a
waiver thereof or otherwise prejudice such party's rights, powers and remedies. The failure of
any of the parties to this Agreement to require the performance of a term or obligation under this
Agreement or the waiver by any of the parties to this Agreement of any breach hereunder shall
not prevent subsequent enforcement of such term or obligation or be deemed a waiver of any




subsequent breach hereunder. No single or partial exercise of any rights, powers or remedies
conferred by this Agreement shall preclude any other or further exercise thereof or the exercise
of any other right, power or remedy.

10.9  Tax Matters.

{a) The Company shall prepare and timely file any Tax Returns of Company
for Tax periods which begin before the Closing Date and end after the Closing Date (the
“Straddle Periods™). Such Tax Returns shall be prepared in a manner consistent with Parent and
the Company’s prior practice to the extent consistent with applicable law, provided that it is
understood that the Company, Parent and their Affiliates file consolidated income tax returns
provided that it is understood that Parent, the Company and their Affiliates file consolidated Tax
Retumns,

(b) If under Maryland law a particular party hereto is required to pay the real
property transfer Taxes, sales Taxes, documentary stamp Taxes, recording charges and other
similar Taxes resulting from, arising under or in connection with the transfer of the Purchased
Assets (collectively, the “Transfer Taxes™), then that particular party as required under Maryland
law shall pay such Transfer Taxes.

10.10 GOVERNING LAW. THIS AGREEMENT, INCLUDING THE VALIDITY
HEREOF AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER,
SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF
THE COMMONWEALTH OF MASSACHUSETTS (EXCLUDING THE CHOICE OF LAW
RULES THEREOF).

10.11 WAIVER OF JURY TRIAL. EACH OF THE BUYER, TEI, THE COMPANY
AND PARENT HEREBY EXPRESSLY WAIVES ITS RESPECTIVE RIGHTS TO A JURY
TRIAL OF ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF
THIS AGREEMENT, ANY OTHER PURCHASE DOCUMENT, THE PURCHASED
ASSETS, OR ANY DEALINGS BETWEEN THEM RELATING TO THE SUBJECT
MATTER. OF THIS AGREEMENT. EACH OF THE COMPANY, TEL, PARENT AND
BUYER ALSO WAIVE ANY BOND OR SURETY OR SECURITY UPON SUCH BOND
WHICH MIGHT, BUT FOR THIS WAIVER, BE REQUIRED OF ANY PARTY. THE SCOPE
OF THIS WAIVER IS INTENDED TO BE ALL-ENCOMPASSING OF ANY AND ALL
DISPUTES THAT MAY BE FILED IN ANY COURT AND THAT RELATE TO THE
SUBJECT MATTER OF THIS TRANSACTION, INCLUDING WITHOUT LIMITATION,
CONTRACT CLAIMS, TORT CLAIMS, BREACH OF DUTY CLAIMS, AND ALL OTHER
COMMON LAW AND STATUTORY CLAIMS. EACH OF THE COMPANY, TEL PARENT
AND BUYER FURTHER WARRANT AND REPRESENT THAT EACH HAS REVIEWED
THIS WAIVER WITH ITS OR HIS LEGAL COUNSEL; AND THAT EACH VOLUNTARILY
WAIVES ITS OR HIS JURY TRIAL RIGHTS FOLLOWING CONSULTATION WITH
LEGAL COUNSEL. THIS WAIVER IS IRREVOCABLE AND MAY ONLY BE MODIFIED
IN AMENDMENTS, RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO THIS
AGREEMENT, ANY OTHER PURCHASE DOCUMENT OR THE SHARES. IN THE
EVENT OF LITIGATION, THIS AGREEMENT MAY BE FILED AS A WRITTEN
CONSENT TO A TRIAL (WITHOUT A JURY) BY THE COURT.




IN WITNESS WHEREOF the parties hereto have executed this Agreement under seal as of the
date first set forth above.

ATTEST: BUYER:

TRIUMVIRATE ENVIRONMENTAL,
{Baltimore), LL.C.

ATTEST: PARENT:

' - B& L
) | Name: K|
Title:
ATTEST: COMPANY:

PERMA-FIX OF MARYLAND, INC.

ATTEST: TEI:

I.F. McOnillan, Jr. ¢/
resident /




AMENDMENT NO. 9
TO

REVOLVING CREDIT, TERM LOAN AND SECURITY AGREEMENT

THIS AMENDMENT NO. 9 dated as of December _|#5, 2007 (this "Amendment"),
relating to the Loan Agreement referenced below, is by and among PERMA-FIX
ENVIRONMENTAL SERVICES, INC., a Delaware corporation (the "Borrower"), the Lenders
from time to time parties thereto, and PNC BANK, NATIONAL ASSOCIATION, a national
banking association, as agent for the Lenders (in such capacity, the "Agent”). Terms used herein
but not otherwise defined herein shall have the meanings provided to such terms in the Loan
Agreement (defined below).

WITNESSETH

WHEREAS, a credit facility has been previously extended to the Borrower pursuant to
the terms of that certain Revolving Credit, Term Loan end Security Agreement dated as of
December 22, 2000, es amended (as such may be amended, restated, supplemented andfor
modified from time to time, the "Loan Agreement”) among the Borrower, the Lenders identified
therein, and the Agent;

WHEREAS, the Borrower has requested that certain provisions of the Loan Agreement
be amended; and

WHEREAS, the parties have agreed to amend the Loan Agreement as set forth herein.

NOW, THEREFORE, IN CONSIDERATION of the premises and other good and
valuable congideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:

L Amendments. The Loan Agreement is amended as sel forth below:

(1) New definitions of “Industrial Division Properties” and “Margined
Collateral Value” are added to Section 1.2 in correct alphabetical order to read as
follows:

* “Industrial Division Properties” shall mean the Real Property where the
following subsidiaries are located: Perma-Fix of Maryland, Inc., Perma-Fix
Treatment Services, Inc., Perma-Fix of Dayton, Inc., Perma-Fix of South Georgia,
Inc., Perma-Fix of Orlando, Inc. and Perma-Fix of Fi. Landerdale, Inc.

“Margined Collateral Value” shall mean, with respect to cach of the
Industrial Division Properties, the amount originally assigned to such property by
Agent equal to seventy percent (70%) of the appraised real estate value plus
eighty percent (80%) of the appraised machinery and equipment value.”




(b)  The definition of “L/C Commitment™ sef forth in Section 1.2 is amended
to read as follows:

« ] JC Commitment” means the commitment of the Issuing Dank to Issue,
and the commitment of the Lenders severally to participate in, Letters of Credit
from ftime to time Tssued or outstanding as provided herein, in an aggregate
amount not to exceed on any date the sum of $2,500,000; provided that the L/IC
Commitment is part of the Revolving Credit Facility, rather than a separate
independent commitment.”

(c)  Section 2.11(a) is amended by adding the following to the end of the
Section: ’

“Notwithstanding the foregoing, upon the sale of any of the Industrial
Division Properties the Borrower shall repay the Advances in & minimum amount
of the Margined Collateral Value for the property sold (the “Minimum Release
Price”). The Minimum Release Price shall be applied at first to the Term Loan in
the inverse order of the maturities thereof with any amount in excess of the
Minimum Release Price being applied to the Revolving Credit Facility Advances.
Upon receipt of the repayment Agent agrees 1o release its lien on the property
sold.”

a, Amendment Fee. The Borrower agrees 1o pay the Agent an amendment {ee of
$10,000.

3. Representations and Warranties. The Borrower hereby represents and warrants in
connection herewith that as of the date hereof (afier giving effect hereto) (i) the represeniations
and warranties set forth in Article V of the Loan Agreement are true and correct in all material
respects (except those which expressly relate to an earlier date), and (i} no Default or Event of
Default has occurred and is continuing under the Loan Agreement.

4. Acknowledgments, Affinnations and Agreements. — The Borrower (i)

acknowledges and consents to all of the terms and conditions of this Amendment and (ii) affirms
all of its obligations under the Loan Agreement and the Other Documents.

5. Loan_Agreement. Except as expressly modified hereby, all of the terms and
provisions of the Loan Agreement remain in full force and effect.

6. Expenses. The Borrower agrees to pay all reasonable costs and expenses in
connection with the preparation, execution and delivery of this Amendment, including the
reasonable fees and expenses of the Agent’s legal counsel.

7. Counterparts. This Amendment may be executed in any number of counterparts,
each of which when so exccuted and delivered shall be deemed an original. Tt shall not be
necessary in making proof of this Amendment to produce or account for more than one such

counterpart.




This Amendment shall be deemed to be a contract wnder, and

8 Governing Law.
in accordance with, the Jaws of the State of New York.

shall for ;lll purposes be construed

(Remainder of page intentionally lefi blank)




IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this
Amendment to be duly executed and delivered as of the date first above wriften.

BORRO

LEMDERS:

PERMA-FIX ENVIRONMENTAL SERVICES, INC.,
a Delaware corporation

PNC BANK, NATIONAL ASSOCIATION,

I -
By: w il

Name: ALEX M. counclL
Title;_ VICE [PRESIDENT

CONSENTED AND AGREED TO:

SCHREIBER, YONLEY AND ASSOCIATES, INC.
PERMA-FIX TREATMENT SERVICES, INC.
PERMA-FIX OF FLORIDA, INC.

PERMA-FIX OF MEMPHIS, INC.
PERMA-FIX OF DAYTON, INC,

PERMA-FIX OF FT. LAUDERDALE, INC.
PERMA-FIX OF ORLANDO, INC.
PERMA-FTX OF SQUTH GEORGIA, INC.
PERMA-FIX OF MICHIGAN, INC.
DIVERSIFIED SCIENTIFIC SERVICES, INC.
INDUSTRIAL WASTE MANAGEMENT, INC.
EAST TENNESSEE MATERIALS & ENERGY
CORPORATION

PERMA-FIX OF MARYLAND, INC.
PERMA-FIX OF PITTSBURGH, INC.

By:

Mame:,

__éﬁil(@iiﬁxw_c_
Title: CEw

of each of the foregoing entities




AMENDMENT NO. 10
TO
REVOLVING CREDIT, TERM LOAN AND SECURITY AGREEMENT

THIS AMENDMENT NO. 10 dated as of March 26, 2008 (this "Amendment"), relating
to the Loan Agreement referenced below, is by and among PERMA-FIX ENVIRONMENTAL
SERVICES, INC.. a Delaware corporation (the "Borrower"), the Lenders from time to time
parties thereto, and PNC BANK, NATIONAL ASSOCIATION, a national banking association,
as agent Tor the Lenders (in such capacity, the "Agent”). Terms used herein but not otherwise
defined herein shall have the meanings provided to such terms in the Loan Agreement (defined
below).

WITNESSETH

WHEREAS, a credit facility has been previously extended to the Borrower pursuant to
the terms of that certain Revolving Credit, Term Loan and Security Agreement dated as of
December 22, 2000, as amended (as such may be amended, restated, supplemented and/or
modified from time to time, the "Loan Agreement") among the Borrower, the Lenders identified
therein, and the Agent,

WHEREAS, the Borrower has requested that certain provisions of the Loan Agreement
he amended: and

WHERIEAS, the parties have agreed 1o amend the Loan Agreement as set forth herein.
NOW, THEREFORE, IN CONSIDERATION of the premises and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree as follows:
1. Amendments. The Loan Agreement is amended as set Torth below:
{a) Mew definitions of “Inlerest Expense”, “Net Income”™ and “Ordinary

Course of Business” are added to Section 1.2 in correct alphabetical order to read as
follows:

“ “Inierest Fxpense™ shall mean for any period interest expense, net of

cash interest income, of Borrower for such period, as determined in accordance
with GAAP.

“Nel_Income™ shall mean for any period, the net income (or loss) of
Borrower, determined in accordance with GAAY; provided, that there shall be
excluded (2) the income (or deficit) of any Person accrued prior to the date it
becomes a Subsidiary of Borrower or is merged into or consolidated with the
Borrower, (b) the net income (or deficit) of any Person (other than a Subsidiary of
Borrower) in which the Borrower has an ownership interest, except to the extent
that any such income is actually received by Borrower in the form of dividends or




similar distributions and (¢) the undistributed earnings of Subsidiary to the extent
that the declaration or payment of dividends or similar distributions by such
Subsidiary is at the time prohibited by the terms of any agreement to which such
Person is a party or by which it or any of its property is bound, any of such
Person’s organizational documents or other legal proceedings binding upon such
Person or any of ils property or to which such Person or any of its property is
subject.

“Ordinary_Course _of Business” shall mean the ordinary course of
Borrower’s business as conducted on the Closing Date.”™

() The definitions of “EBITDA", “Fixed Charpe Coverage Ratio™ and
“Overadvance Amount™ set forth in Section 1.2 are amended to read as follows:

“ “ERITDA" shall mean for any period, for Borrower, the sum of (i) Net
Income for such period, plus (ii) all Interest Expense for such period, plus (iii) all
charges against income of Borrower for such period for federal, state and local
taxes expensed, plus (iv) depreciation expenses for such period, plus (v)
amortization expenses for such period, plus (vi} any extraordinary, unusual or
non-recurring non-cash expenses or losses (including non-cash losses on sales of
assels outside of the Ordinary Course of Business) during such period, minus (vii)
any extraordinary, unusual or non-recurring non-cash income or gains (including
gains on the sale of assets outside of the Ordinary Course of Business) during
such period, in each case. only to the extent included in the statement of net
income Tor such period.

“Fixed Charpe Coverage Ralio” shall mean and include, with respect 1o
any fiscal period, the ratio of (a) EBITDA plus $2.500.000 for non-recurring
expenses incurred in fiscal year 2007 for the quarters ending March 31, 2008,
June 30, 2008 and September 30, 2008 only to (b) the sum (without duplication)
of (i) all Senior Debt Payments, Subordinated Debt Payments and Preferred Stock
dividends paid during such period plus (i) Unfinanced Capital Expenditures made
during such period plus (iii) federal, state and local income laxes actually paid
during such period.

“Overadvance Amount”™ shall mean $2,000,000 until the carlier of (i) July
31, 2008 or (ii) the date this Agreement is restructured with Agent and Lenders.”

{c) The definition of “Earnings Before Interest and Taxes™ in Section 1.2 1s
deleted,

() Section 13.1 is amended to read as Tollows:
“13.1 Term. This Agreement, which shall insure to the benefit ol and
shall be binding upon the respective successors and permitied assigns of

Borrower, Agent and each Lender, shall become effective on the date hereof and
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shall continue in full force and effect until September 30, 2009 (the “Termination
Date™) unless sooner terminated as herein provided. Borrower may terminate this
Agreement at any time upon sixty (60) days’ prior written notice upon payment in
full of the Obligations.”

2. Waiver. The Agent and the Lenders hereby waive the violation by the Borrower
of the Fixed Charge Coverage Ratio covenant set forth in Section 6.6 for the fiscal quarter
ending on December 31, 2007,

1 Fee. The Borrower agrees to pay the Agent an amendment and waiver fee of
$25,000.
4, Representations and Warranties, The Borrower hereby represents and warrants in

connection herewith that as of the date hereof (afler giving effect hereto) (i) the representations
and warranties set forth in Article V of the Loan Agreement are true and correct in all material
respects (except those which expressly relate to an carlier date), and (i) no Default or Event of
Default has occurred and is continuing under the Loan Agreement.

5. Acknowledoments,  Allirmations _and  Agreements. The Boreower (i)
acknowledges and consents to all of the terms and conditions of this Amendment and (ii) affirms

all of its obligations under the Loan Agreement and the Other Documents.

6. Loan Agreement, Except as expressly modified hereby, all of the terms and
pravisions of the Loan Agreement remain in full foree and effect.

7. Expenses. The Borrower agrees to pay all reasonable costs and expenses in
connection with the preparation, execution and delivery of this Amendment, including the
reasomnable fees and expenses of the Agent’s legal counsel.

8. Counterparts. This Amendment may be executed in any number of counterparts,
cach of which when so executed and delivered shall be deemed an original. 1t shall not be
necessary in making proofl of this Amendment to produce or account for more than one such
counterparl,

Q. Governing Law, This Amendment shall be deemed to be a contract under, and
shall for all purposes be construed in accordance with, the laws of the State of New York,

{Remainder of page intentionally left blank)




IN WITNESS WHEREQF, each of the parties hereto has caused a counterpart of this
Amendment to be duly executed and delivered as of the date first above written.

BORROWER:

LENDERS:

PNC BANK, NATIONAL ASSOCIATION,
in its capacity as Agent and as Lender

By:
Mame: Alex M. Council
Title: Vice President

CONSENTED AND AGREED TO:

SCHREIBER, YONLEY AND ASSOCIATES, INC.

PERMA-FIX TREATMENT SERVICES, INC,
PERMA-FIX OF FLORIDA, INC.
PERMA-FIX OF MEMPHIS, INC.
PERMA-FIX OF DAYTON, INC.
PERMA-FIX OF FT. LAUDERDALE, INC.
PERMA-FIX OF ORLANDO, INC.
PERMA-FIX OF SOUTH GEORGIA, INC.
PERMA-FIX OF MICHIGAN, INC.
DIVERSIFIED SCIENTIFIC SERVICES, INC.

INDUSTRIAL WASTE MANAGEMENT, INC.

EAST TENNESSEE MATERIALS &
CORPORATION

PERMA-FIX OF MARYLAND, INC.

PERM

By:

Name:__~", fm.ra;: A 6t o o)
Title: VT {CFo

of each of the foregoing entities

ENERGY




IN WITNESS WHEREOF, each of the parties hereto has caused a counterpart of this
Amendment to be duly executed and delivered as of the date first above written.

BORROWER:

LENDERS:

PERMA-FIX ENVIRONMENTAL SERVICES, INC,,

PNC BANK, NATIONAL ASSOCIATION,

in its m&&mdw
By: d 2

Mame: Alex M. Council
Title: Vice President

CONSENTED AND AGREED TO:

SCHREIBER, YONLEY AND ASSOCIATES, INC.
PERMA-FIX TREATMENT SERVICES, INC.
PERMA-FIX OF FLORIDA, INC.

PERMA-FIX OF MEMPHIS, INC.

PERMA-FIX OF DAYTON, INC.

PERMA-FIX OF FT. LAUDERDALE, INC.
PERMA-FIX OF ORLANDO, INC.

PERMA-FIX OF SOUTH GEORGIA, INC.
PERMA-FIX OF MICHIGAN, INC.

DIVERSIFIED SCIENTIFIC SERVICES, INC.
INDUSTRIAL WASTE MANAGEMENT, INC.
FAST TENNESSEE MATERIALS &  ENERGY
CORPORATION

PERMA-FIX OF MARYLAND, INC.




SETTLEMENT AGREEMENT

This Setilement Agreement (“Agreement”) is made and entered into by and between
Bavbara Fisher (“Fisher™) and Perma-Fix of Dayton, Inc. (which shall, along with all
parties bound under Paragraph 2{A) of this Agreement, be referred to ag “PFD™) as of
the date reflected below.

RECITALS
A Fisher, a resident and citizen of Dayton, Ohio, rents property located at 43
West End Avenue, Dayton, Ohio, in the neighborhood that is in the immediate vicinity of
an industrial facility, currently operated by PFD, located at 300 South West End Avenue,
Davion, Ohio (the “Facility™); and,

. The Facility handles industrial waste that it treats, stores, and disposes of;
s,

. On December 2, 2004, Fisher filed a complaint in the Southern Districi of
Ohio (the “Court™) styled as Fisher v. Perma-Fix af Dayton, Ine., Civil Action No. 3:04
CV (T8 (United States District Conrt for the Southern District of Ohio, Western Division)
(hereinafter the “Litigation™) alleging that PFD is violating the federal Clean Air Act and
Ohio's federally-approved State Implemeniation Plan. Fisher's complaint (ihe
“Complaint™) expressly alleges that PFD is a major source of hazardous air pollutanis;
that PEFI is a public air nuisance in violation of Section 3745-15-07 of the Ohio
Administrative Code: and that PFD is not complying with other specificd requirements

that are enforceable under the Clean Air Act. The Complaint seeks, among other relief,




remediation of the harm caused by the alleged siatutory violations (collectively referved to

as "Plaintiffs federal claims'™); and,

. On Fehruary 1, 2005, PFD filed an answer denving the material
allegations of the Complaint and requested judgment in PFD's favor: and

. On August 24, 2006, Plaintiff-Intervenor the United States of America, on
irehall of the United States Environmental Protection Agency (“EPA"™), filed an Amended
Complaind in Intervention (the “Complaint in Intervention™) in the Litization, also
alleging that PFI} is a major source of hazardous air pollutants that fails to comply with
specified requiremenis under the Clean Air Act. In addition, the Complaint in
Intervention alleges that PFD failed to respond to a July 26, 2002 information request
issued by EPA, in alleged violation of Section 114(a) of the Clean Air Act {(all claims in
the Complaint in Iniervention shall be collectively referred to as "Plaintiff-Intervenor’s
clatms"): and,

F. On September 11, 2006, PFD filed an answer denying the material
allegations of the Complaini in Intervention and veguested judgment in PFD’s Favor;
and

;. The parties have engaged in good faith negotiations that have resulted in an
Aprit 25, 2007 agreement in principle (*Agreement in Principle™), which, once it is
memorialized in a final conseni decree (the “Conseni Decrec™) and, subject to approval by
the Cowrt, will, along with this Agreement, resolve all of the plaintifls® federal claims; and

it. Om May 3, 2007, the Court, based npon the filings by the parties, vacated the

ivial date and remaining pretrial dates and entered a stay of all proceedings pending




setthement negotiations. The Cowrt subsequently rescheduled the trial to begin on January
7. 2008; and,

. Fisher and PFD desire io aveid the uwncertainties and expense of
continuing the Litigation and wish to seifle and compromise, on the terms sel forth below
and in the Consent Decree, any and all claims that Fisher conld have raised against PFD
through and including the date of the signing of this Agreement, including claims for past
attorneys” fees and litigation costs,

PROVISIONS

NOW, THEREFORE. in consideration of the premises aforesaid, the mutual
covenants contained herein, and for other good and valuable consideration, the receipt and

sufficiency of which is hereby acknowledged, Fisher and PFI hereby agree as follows:

i. Recitals_Incorporated: The Recitals and prefatory phrases in the recital

paragraphs set forth above, are hereby incorporated in full and made a part of ihis

Agireement.

2. Partics  DBound: This Secttlement  Agreement  shall apply te and  be

binding upon, and inure to the benelit of:

A. PED, and its agents, principals, pariners, representatives, employees,
directors, olficers, sharveholders, predecessors, successors, acqguoirers, purchasers
{including purchasers of some or all of PFI's asseis who continue any substantial or
matervial operations at the 300 South West End Avenue location in Dayion, Ohio,
dia, the Faeility), teansferees, insurers, subsidiavies, parent corporalions,

corporations affiliated with or acquired by PFD, and/or its respective assigns;




B. Fisher and her heirs, executors, administrators, agents and

representatives.
3. Neighborhood Environmental Committee: It is the desire of

Fisher and PFD io promote open dialogue beiween the surrounding neighborhood and
PED and to provide a means for the neighborhoed to address environmental issues of
concern to the neighborhood. In furtheranece of that mutual interest, Fisher and PFD agree
to conduet meetings between representatives of PFD and a Neighborhood Environmental
Committee ("the Committee™). These meetings will provide a forum to discuss and attempt
fo resolve environmental issues of concern to the neighborhood and/or PFD relating to or
arising from PFD activities. These issues may include implementation of the Consent
Deeree that the parties anticipate will be entered in the Litigation, or other
cnvironmental matters related to operations at the 300 South West End Ave. location in
Bravion, Ohio, a.k.a., the Facility.

The Commitice shall be comprised of up fo 12 people from the swrrounding
commumity. The members of the Committee from time to time shall be jointly selected hy
Fisher and the Committee’s counscl, Advocates Tor Basic Legal Equality, Inc. (“ABLE™),
in the sole and complete diseretion of Fisher and ABLE. The Committee may adopt such
vules or hy-laws for its infernal governance as it deems appropriate.

As one means of addressing the concerns of the Commiliee, the Committee and
PFD shall meet onece every 30 days during the 18 month period following the Consent
Decree Entry Date, as defined in Paragraph 11 of this Agreement, with the first meeting

taking place within 60 days of the Consent Decree Entry Date. Adter 18 months, the




Committee and PFD shall meet once every 6 days, for 3 years after ihe Consent Decree
Entry Date or PFD has met its Conseni Decree obligations to the satisfaction of the Court,
whichever is later, unless at an earlier date, the parties mutually agree further meetings ave
unnecessary. The frequency of meetings may be varied by mutual agreement of the partics.
fither party may request special meetings more frequently than set forth herein to address
issues of immediate concern. The parties shall use their best efforts to promptly schedule
meetings at mutually convenient times. Nothing contained herein shall preclude the parties
from continuing to meet after they are no longer obligated to do so if the parties desire to do
§h.

PEFD shall designate one or more representatives to attend meetings. PFD has the
sole and complete diseretion fo designate representatives of its own choosing, but shall
bear in mind the underlying purpose of encouraging dialogue and seeking resolution of
issues of concern to the Commitice and/or PFD, To the extent PFD is given advance notice
by the Committee of issues the Committee wishes to discuss at any particular meeting, PFD
shall also consider those issues in designating its representative(s), and, if available, provide
vepreseniatives wheo are knowledgeable about the designated issues.

The following language shall be included in the Consent Decree submitied for
approval and entry by the Court in the Litigation:

“Plaintiff Fisher and Perma-Fix represent thaf they have entered into an additional

setilement agrecment that is not incorporated in this Consent Decree. Plaintiff

Fisher and Perma-Fix represent that they have agreed, as part of that settlement,

that Fisher and her counsel will ovganize a Neighborhood Environmental Committee

that will. as one means of addressing the Committee's concerns, meet, from time to
time, with representatives of the Facility to discuss and seek to resolve issues of

coneern to the neighborhooed and/or Perma-Fix (inclnding all successors, transferees,
A




and/or other entifies or persons bound by this Consent Decree) arising out of
operations at the Facility.”

4. Provision of Information to the Committee: In  furtherance of the

Conumittee™s work, ABLE may request documents or information from PFD subject to the
following terms:

A. It is the intent of the parties bound by this Agreement to allow the
exchanze of sufficient information concerning PFD’s  compliance with or
implementation of the Consent Decree andfor concerning specific incidents about
which the Committec has received neighborhood complaints or questions to allow
the Committee to address such concerns. In order to facilitate this exchange of
information, ABLE shall confer with a vepresentative of PFD to informally request
such information, and ABLE and the PFD representative shall make a good-faith
effort to agree on the information to be provided to ABLE.

13 In the event that the informal process set forth in Paragraph 4(A)
does not reasonably satisfy the Commiitee’s informational needs, ABLE may
make a written request to PFD for specific information concerning PFD's
compliance with or implementation of the Consent Decvee or concerning specific
incidents about which the Commitice has veceived neighborhood complaints or
questions. Before making such a formal request, ABLE shall consult with a PFD
vepresentative knowledgeable about the nature and extent of available information,
and ABLE shall use reasonable efforts to tailor iis request to minimize the burden
impansed on PRI,

. In responding to ABLE’s requests for information, PFD agrees that
it will prompily provide ABLE with copies of requested information so long as the

requesi is within the scope of, and ABLE reasonably follows the procedures
0




contained in, Paragraph 4{B) of this Agreement, unless the Couri, npon motion,
determines that the production poses an unreasonable burden on PFD. PFD may
designate documents or other information so provided as confidential so long as
those documents or that information could be designated as confidential under the
requirements of Paragraph LA, and Pacagraph V of the December 1, 2006 Agreed
Protective Order Regarding Defendant”™s Confidential Information (Docket MNao.
Tithe “Protective Order™). ABLE and its consultanis shall use information
designated as confidential solely for purposes of the work of the Commitice and
shall tale all reasonable steps o protect the confidentiality of any such
designated information. The Court shall retain jurisdiction to enforce the
confidentiality of the decuments or information provided pursuant to this
Paragraph. ABLE and its consultants shall return all copies or records,
summaries, o compilations of such documents or information when they are: (1)
no longer needed to monitor PFD’s compliance with or implementation of the
Consent Deeree: andior {2} no longer needed by the Committee for other
emvironmental issues related to the Facility.

0. Nothing herein shall prevent ABLE from providing the Committee
with sammaries of information obtained from PFD as long as such summaries do
noi contain the pariicular information that PFD has designated as confidential.

& Commitice Payment: PFD shall cause the sum of One Hundred

Thousand U.S. Dollars ($100,000.00) (the “Committee Payment™) to he paid pursuant to

the mechanism set forth in Paragraph § of this Agveement. Fisher, on behalf of the

neizhborhoad, has initially elected 1o use the Commitiee Payment (o provide technical

support to the Committee. 1f. after consultation with the Committee, Fisher andd ABLE

apree (hat the Committee has no need or no further need for sueh technical assistance,
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ABLE and Fisher in their sole and complete discretion shall designate other uses for the
remaining Commitice Payment, provided that those uses henefit the neighborhood. PFD
shall have no farther financial responsibility for the Commitice or any expenses it incurs
bevond the payment contemplated herein.

. Legal Fees and Litigation Costs:  PFD shall cause the sum of One Million
Twe Hundred Thousand 1.5, Dollars ($1,200,000.00) (the “Legal Expense Paymeni
Amount™) to be paid pursuant to the mechanism set forth in Paragraph 8 of this
Agreement. The Legal Expense Payment Amount represents full payment for the legal
fees and litigation costs incurred by Fisher's Counsel and satisfies in full any and all claims
for attormeys® fees, expert witness fees, costs, and expenses incurved by Fisher and her
lawyers in connection with, relating to, or arising out of the Litigation between Fisher and
rED.

7. Seitlement Amount: PFD shall caunse 1.5, funds in the confidential amount
veferenced in Exhibit A, attached hereto (the *Settlement Amount™), to be paid pursuant to
the mechanism set forth in Paragraph 8 of this Agreement. The Settlement Amount shall
be paid to ABLE and shall be deposited by ABLE in a special trust account mainiained by
ABLE for the exclusive benefit of Barbara Fisher, and vepresents the full and complete
compensation Tor bodily injury claims that Fisher has or could have broughi as of the daie
of the signing of this Agrecment.

8. Pavmenis through Direct Pay Letters of Credit: Upon execution of this

Agreement, PFD shall deliver to cither of D. David Altman, Esq. or Ellis Jacobs, Esq., or
iheir designated successor under Paragraph 28 of this Agreement, jcollectively referred to
as “Fisher's Counsel™): (i) an Irrevoeable Direet Pay Letter of Credit (“Letter of Credit A™)
issued by a federally insured linancial institution reasonably accepiable to Fisher {the

sEinancial Tnstitution™) in a face amount equal (o the amount of the Committee Payment;
]




{it) an lrvevocable Direct Pay Letter of Credit (“Letter of Credit B”) issued by the Financial
Institution in a face amount equal to the amount of the Legal Expense Payment Amount;
and (iii) an Irrevocable Direct Pay Letter of Credit (“Letter of Credit C* and together with
the Letter of Credit A and Letter of Credit B, the “Letters of Credit™) issued by the
Financial Institution in a face amount equal to the Settlement Amount. The sum of all
amounis payable under the Letters of Credit is veferred to herein as the “Settlement
Payment.” Fisher’s Counsel shall be the stated beneficiaries of the Letters of Credit. The
expiry date of the Letters of Credit (which may be extended) shall be a date not earlier than
one year from the Effective Date of this Agreement. The forms of the Letters of Credit,
sight draft and certificate ave set forth in Exhibit B attached hereto. The Letters of Credit
shall be seeured by compensating deposits or other security provided by PFD satisfactory to
the Finaneial Institution.
A. Fisher’s Counsel shall be entitled to make draws on the Letters of Credit as
Tollows:
(i) Pursuant fo Paragraph 5 of this Agreement, Fisher’s Counsel may draw
$100,000 against Letier of Credit A al any time after the Consent Decree
Entry Date, as defined in Pavagraph 11 or as otherwise permiticd porsuant (o
Section 8B, hercof: and
(it} Pursuant to Parvagraph 6 of this Agreement, Fisher’s Counsel may draw
$1.200,000 against Letier of Credit B payable to D. Pravid Altman Co., LA
Trust Acconnt {or another trust account designated by Fisher’s Counsel) at
any time following the Consent Deeree Eniry Date, as defined in Parageapi 11
or as otherwise permitted pursuant to Seetion 8 B. hereof; and
(Eii) Pursaant to Paragraph 7 of this Agreement, Fisher's Counsel may draw the

Settlement Amount against Letter of Credit C at any time after the Consent
9




Decree Entry Date, as defined in Paragraph i1 or as otherwise permitted

pursuant to Section 8 B. hereof, and such amount shall be paid to a special

trust account maintained by ABLE for the exclnsive benefit of Barbara

Fisher:

B, In addition to the right to draw against the Letters of Credit after the Conscnt

Decree Entry Date, Fisher's Counsel shall also be entitled to make draws on the Letiers of

Credit in the event that:

(i

(i}

(i)

there is a material breach of this Agreement by PFD; and/or

a consent decree is not lodged (i.e., there is no Consent Decree Lodging

Date) in conjunction with direct or indirect acts or omissions of FFD,

such as PFIVs:

()

()

ic)

()

failing to affirmatively support the Consent Pecree, except as
set forth in subparagraph 8 C.(i) below; andfor

making changes to PFD’s business structores or operations
which result in a failure to lodge the Consent Decree; and/or
filing of voluntary bankruptey by PFD or the filing of
involuniary  hankruptey against  PFD,  except  where ihe
petitioning  eveditor(s) are Fisher, persons bound  wnder
Paragraph 2 B.. Fisher's Coumsel, or members  of  the
Commiliee; andlor

otherwise preventing, impaicing, or adversely alfecting the
lodging, except as set forth in subparagraph 8 Cui) below:

and/or

the Consent Decree is Todged, but is not cntered (i.e, there iz no

Consent Deeree Entry Date) in conjunction with direct or indireet acts

1]




or omissions of PFI, such as PFD s
{a) failing to affirmatively support the Consent Decree; and/or
(b} making changes o PFD’s business structures or operations
which vesult in a failure to enter the Consent Decree; and/or
() filing of voluntary bankruptey by PFD or the filing of
involuntary bankruptey against PFD, except where the
petitioning  ereditor(s) are Fisher, persons bound under
Paragraph 2 B., Fisher’s Counsel, or members  of  the
Committee; and/or
] otherwise preventing, impairing, or adversely affecting the
entering:
then upon the occurrence of any of the events set forth in subparagraph 8 B.
(i) through (iii) hereof, Fisher’s Counsel may draw the entive amounts due
wnder ihe Letters of Credit.

If none of the events, acts, or omissions described in subparagraphs 8 A, and 8 B.

has ocenvred and:

(i) PFD has withheld its signature from a consent decree solely becaunse the
consent decree is materially inconsistent with the Agreement in Principle;
anl

{ii) no consent decree is entered and the parties to the Litigation have
abandoned seeking a consent decree;

then PED shall be entitled to move for an order of the Court terminating the
Letters of Credit on the ground that the proposed consent decree iz matervially
inconsistent with the Agreement in Principle. Fisher shall be entitled to opposc

that motion. In the event that the Conrt grants such motion, PFD shall be
I




entitled to the entry of an order terminating the Letters of Credit and the

release of any compensating deposits or security for the Letters of Credit and

cach party shall be entitled to proceed with the Litigation.

0. Effective Date: The “Eifective Date™ of ihis Agreement is the dafe that
this Agreement is excented by all the parties hereto.

i, Consent Decree Lodging Date: The “Consent Decree Lodging Date™ is
the date that the Consent Deeree is lodged with the Court.

11.  Consent Deeree Entry Date: The “Consent Deeree Entry Date™ is the

date that the Court enters a consent decree as a judgment.

12, Muiual Release and Waiver of Claims: Effective  ninety-five (95)  days

following the completion of all draws under the Letters of Credit (the “Release Effective
Date™y, Fisher and PFD, for themselves, their heivs, predecessors, successors, and assigns, do
herehy release, remise, acquit, and forever discharge cach other, together wiih their
vespective principals, pariners, divectors, officers, emplovecs, attorneys, sharcholders,
subsidiavies, affiliales, pavents, agenis, representatives, and insurers, and any and all of the
licirs, predecessors, snecessors, and assigns of the foregoing, from any and all manner of
action. causes of action, claims, connderclaims, or demands whatsoever {eollectively veferved
o for purposes of this Paragraph as “claims™) that are set forth in the lawsuit captioned
Barbara Fisher, et al. v. Perma-Fix of Dayton, Inc., CASE NO: 3:04 CV D418, or those
claims that, as of the date that the partics signed this Agreement, the parties knew ahout, or
through the exercise of reasonable diligence, should have heen discovered and asserted in
the Litigation. This Muotual Release and Waiver does not extend to the rights and obligations
of the parties arising out of this Agreement, and the respective rights and obligations of the
parties hevein shall swrvive this Mutual Release and Waiver. This Mutual Release and

12




Waiver is sabject to all of the terms and conditions of this Agreement, and does not release
or excuse the full and compleie performance of the obligations of the parties hereunder,

i3 Continuing Jurisdiction of the Court: The parfies bound by  this

Agreement agree that the Court shall retain jurisdiction to construe and enforce the terms
of this Agreement.

14. Dismissal of Fisher Claims: Within ten (10) days following the Release

Fifective Date, the parties shall fake such steps as are reasonably necessary (o cause a
stipulated order of dismissal to be entered by the Counrt that causes all claims that Fisher has
asserted in the Litigation to be dismissed with prejudice and without cosis to cither party.
The stipulated ovder of dismissal shall contain an express provision retaining continuing
jurisdiction of the Court over enforcement and interpretation of the terms of this
Apveement, and the terms of this Agreement shall be incorporated into the stipulated order
of dismissal, except that the amount of the confidential Settlement Amount referenced in
Exhihit A shall not be incorporated into the stipulaied order of dismissal. The express
petention of jurisdiction language in the stipulated order of dismissal shall state the
following: “Fhis Court shall retain continning jurisdiction to construe and cnforce the
provisions of the Settlement Agreement entered into hetween Plaintill Fisher and Perma-Fix
of Dayton.” The dismissal of Plaintiff’s lederal claims shall not be vsed in any manney
adverse to Fisher in amy dispute over this Agrecmoni, any compmunication with the
government concerning amy matter related to the litigation, or any subsequent
environmenial order or agreement involving PFD or any other party hound by the terms of
this Agreement.

15, Entrv of Consent Decrec: PFD and Fisher will not object to the entry of

4 conseni deeree that refleets ihe Agreement in Principle and witl support its entry by

the Court. PFD and Fisher shall use their vespective best efforis to cause such consent
13




decree to he entered by the Court as expeditiously as possible.

16. Transfer of Ownership or Sale: Fisher has been advised by PFI» that PHIX
may transfer the ownership or operation of the Facility or some or all of PFD*s asseis (a
“Transfer™ to an acquirer who may continue some or all of the operations at the Facility
(an “Acquirer™). No more than five (5) days after entering into any binding agreement with
an Acguirer with respeet to the Transfer (an *Acquisition Agreement™), PFD shall provide a
copy of the Acquisition Agreement to Fisher’s Counsel. The Acquisition Agreement shall
imclude @ provision requiring the Acquirer to assume PFD’s obligations under this
Agreement. Any aittempi to effect a Transfer without complying with the notice provisions
of this Paragraph, or any failure of an Acquirer to assume PEDs obligations as
contemplated hereunder, shall constitute a material breach of this Agreement.

i7. Proper_Authority: PFD represents, warrants, and covenants that PFD has
proper legal authorvity, on behalf of itsell, its parend, awd all other PFD-velated parties
currently hound, to enter into this Agreement and all velated documents reguired to be
exeented in connection therewith. Plaintiff Barbara Fisher represenis, warranis, and
covenants that she has the proper legal authority, on behalf of herself and all Fisher-related
parties eurvently hound, to enter into this Agreement and all velated documenis required o
fre executed in comnection therewith.

15, PFD’s Financial Viability: PFI) represcnts, warrants and covenants that: (i)

ihere are no eases or proceedings pending under the United States Banlorupiey Code or any
ather stmilar state or federal insolvency, veorganization or receivership laws involving
PED: (i) PFD has no present veason to seek rvelicf wnder the United Staies Bankroptey
Cade or any other similay stale or federal insolvency. reovganization, receivership or similar
laws: (iil} PFD has no present intention io seck reliefl ai the present time or in the futuve

under the United States Bankruptey Code or any other similar state o1 federal insolvency,
E




veorganization, receivership or similar laws; {iv) PFD is noi insolvent, as defined in the
United States Bankruptcy Code or any applicable state or federal statute, and PFD will not
he rendered insolvent by the execution, delivery and performance of this Agreement; (v)
upon fhe performance of the obligations under this Agreement, PFD will have the financial
wherewithal to pay PFD’s debis as and when they become due; (vi) PFD does not intend to,
nor does PFD believe that it will, incur debis beyond ifs ability to pay such debts as they
mature: and (vii) PFD does not and will not have unreasonably small capital to conduct its
business after the cxecution of this Agreement and the performance of its obligations
{including payment of the Settlement Payment) under this Agreement.

19,  Entire Agreement: This Agreement constitutes the entire agreement of the
partics, and no understandings, agreements, or representations, oral or otherwise, exist or
have been made by or among the parties.

20.  Confidentiality: The Settlement Amount paid by PFD pursuant to
Paragraph 7 of this Agreement is confidential. The parties vepresent thai they have not
disclosed the Setflement Amount and will noi publish, disclose or cause to be disclosed the
Settlement Amount, except to banks issuing the Letiers of Credit, as needed to seek
approval of this Agrecment, [o a fax preparer if mecessary, or except as required by law or
Court order. Nothing in this Paragraph shall prevent any party from disclosing that the
parties have reached an amicable resolution of the dispute and that Fisher was paid a
nominal amonnt as part of that seitlement.

21.

No Prior Assignment or Tramsfer: The parties represent and warvant io

cach other that they have neither made nor suffered to be made any assignments or transfer
of any vight, claim, demand or cause of action covered by this Agreement, and that they ave
he sole and absolute legal and equitable owners thereof.

12, No Oral Modifications: This Agreement may be modified only by a
15




writing executed by cach of the partics hereto,

23. Time is of the Essence: Time is of the essence in finalizing the terms
of the Consent Deeree and in earrvving ont the completion of the terms and obligations set
forth herein.

24. Informed Consent: The parties hereto warrant and represent that they have
read and understand this Agreement, have consulted with their respective legal eounsel
regarding its effect, and have all necessary authority to execute and deliver this Agreement,
including all ancillary agreements or other documents required to be executed in
commection herewith.,

25, Counterpart, Facsimile Exccution: This Agreement may be executed in
counter-parts, all of which counter-parts together shall constitute one  agreement.

Telefacsimiled or e-mailed signatures are valid and binding.

26, No Admission: This Agreement and its execution and performance do nof
consiitute an admission by any of the parties hereto as fo their liability or damages suffered
with respect to any claims being resolved or released by this Agreement.

27. Mo Liability _Assumed: Fisher shall not assume any liability Tor work

performed by PFD under this Agreemeunt or any Conseni Deeree that is eventually
approved by the Court, nor is Plainiiff Fisher deemed an agent of PFI} because of her role in
any work performed under this Agreement or any Consent Decree that is approved by the
Cowrt.

PED does not undertake any responsibility and shall not assume any liahility for the
activity of or work performed by the Committee or its attorneys or consultants, nor is PFD
decmed an agent of the Commiltee or its agenis or consultanis in conmection with the work
of the Commitice,

28, Notices: Notices or tenders semt or made in connection with this
16




Agreement shall be made by 1) telefacsimile ov e-mail with a copy by First Class Miail, or 2}

by hand delivery, addressed as follows:

¥ TO PERMA-FIX OF DAYTON, INC.:

M. Scott Ellis

Business, Government & Legal Affairs Manager Perima-
Fix Environmenial Services. Inc.

Tt Scarboro Road

Suite 300

Oak Ridge, Tennessee 37830

(R6:3) B13-1301 -« facsimile

sellis@E@perma-fix.com - e-mail

with a copy ta:

M. Pani T, FWox

Greenberg Traurig, LLP

77 West Wacker Dr. Suite 2500
Chicago, Illinois 0601

(312) 890-0314 - faesimile
foxpimgthaw.com - c-mail

or to such other individual as may be designated in writing by PFD.

i TO FISHER:

s, Barbara Fisher
43 West End Avenue
Prayton, Ohio 45247

with copics to:

Nir, Ellis Jacobs

Advocates Tor Basic Logal Equality, Ine. 333 W.
First St., Suvite 3008

Prayton, O 45402

(937 449-8131 - Facsimile

ciacobs@ablelaw.org - e-mail

ank

Vi, 12, David Altman
Pavid Altman Co., LPA

17




15 East Eighth 5t,
Suite 200W

Cincinnati, (thio 45202
(513) 721-2299 - facsimile
daltmanimione.net - c-mail

or such other individual as may be designated in writing by Ms. Fisher.

20, Governing Law: This Agreement is deemed to have been made in

Montgomery County, Ohio and shall be governed by the confract law of the State of Ohio
aud other applicable Ohio and federal law. The partics expressly agree that ihis Agreement
shall he construed as if jointly drafted by counsel for the respective parties.

30. Date_of Execution: This Agreement shall be deemed fully executed on the

date it is execuied by all of the parties hereto. "
7
i"r 4_'_ day of

.......

In Witness Whereof, this Agreement has been entered inio this

E?,;; ¢ i by
November, 2007.

PERMA-FIX OF DAYTOMN, INC.,

l?s_l'}i!_if Authorized T{cpré%éutntivc

e .'-»1".
- . i

S .
e ot e e R a0

BARBARA FISHER A
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15 East Eighth St.

Suite 2000

Cincinnati, Ohio 45202

(513) 721-2299 - facsimile

daltman@one.net - e-mail

or such other individual as may be designated in writing by Ms. Fisher,

29, Governing Law: This Agreement is deemed to have been made in
Montgomery County, Obio and shail be governed by the contract law of the State of Ohio
and other applicable Ohio and federal law. The parties expressly agree that this Agreement
shall be construed as if jointly drafted by counsel for the respective parties.

30. Date of Execution: This Agreement shall be deemed fully executed on the
date it is executed by all of the parties hereto.

In Witness Whereof, this Agreement has been entered into this ____ day of

December, 2007.

PERMA-FIX OF DAYTON, INC.,

By:

BARBARA FISHER

18




CONFIDENTIAL

EXHIBIT A - SETTLEMENT AMOUNT

The Settlement Amount, as defined in Paragraph 7 of the Scttlement

Agreement, is 325,000 1.5, Dollars. The dellar amount of the Settlement Amount shall be

kept confidential in accordance with the terms of Pavagraph 20 of the Settlement

Agreement.




BENEFICTARY APFLICANT :

ELLIY JACDES, ESD. OR THE PERMA-PIX OF DAYTOM, TRC.
BUCCRIY0E [AS DEFINED HELOW] KNTTH: TOAHTE IHGRAN

ALE BELOW FO8 COMPLETE HAME/ADDRESS 8303 DUNSIOLY PILACE, SUITE 250
DAYTON, 08 45403 ) RTLANTA, OA 30350

IRHEVOCARLE STRHDAY LETTEW OF CRERIT

QU REFENERCH: 1B1ORS02-00-000
AMOURT usn §Lea, 000,00
LSEUR DRTH: DECENBER 20, 2007
EXPTRY DATI: DECEHRER 20, 1008
EZPINY ‘FLACE: OUR COUMTERS

e R —— o e T e+ e

GENEFICIARY COMPLETE HANE ASD ADDAEES TO NEAD A& FOLLOWS:

ELLES JAaCoEs, ESQ, OF THR Inovin, :E-:} E T

SUGCESSGH [AE DEFIMED BELOW) it Py

o/0 AOVGCATRS POR BASIC LEGAL EQUALLTY, THC. % ﬁ i
i

111 W, FIRST T.. SUITE 5000
GRYTON, o1 45402

FHC DAHE, - HATTONAL ASSOCTATION [VHE SQANEY) HEREEY ESTROLISHES TH FANOR
oF ELLIZ JACOBS, ESQ. ("JACOBET] OR, I8 THE EVENT OF HIS DEATH,
DIBADILITY Of LRAVATLABRILITY, A BUCCHAROR APPROVED 1IN WHITING HY
PERMA-F1E OF DRYTON, THD (THE *SUCCESSOR®) {HACH OF JACOES AHDSOR CTTE
SUCCEASOR BETHG & “DENEFICIARY® HERBUNDER, ANL ERCH WITH THE ARRORITY
0 MCT RLOME [H MAETHG ANY PRAWTHGS HEREUHDER| FOR THE ACCOUNT CF
wERMA - PIE OF DAYTOM, INC.. A OHTO CORPORATION ITHE “COMPAHY®), ITh
IRREVOCABLE LETTEP OF CRMDLY HO. LRLOE302-00-000 CTIESE “LETTER OF
CREDIT*1 1N THE ANGURT OF OHE HURDRED THOUSAND AND 00/100THE WMITED
STATES DOLLARS U8 $100,000./08), EFPECTIVE EMMEDIATELY AMD HEPIRTHG AT
Gipb poM., DETTONORGH, PEMMSYLVARLA TIHE, G DHCEMRER 20, 2008 (THE
FREPIRATION DATH®) OR L¥ THE REFTRATION OATRE IS HOT A RUBTHESE DRY (RS
HEREIHAFTHR DEFINED) OM THE HEKT EUCCERDING DUSIHESS DAY, UNLESS
TURNTHATHD EARLTER TH ACCORDMHCE WITH THE PROVISIOND NEREDF.

AfHIS LETTIR OF CHEDTT IS NECEG [SS0ED AR SLETTER OF CREDIT A® 1K
COMERCTION WITH THAT CERTALN SETTLEMENT MNGREEMENT (THE *SETTLEMENT
ACHERMENT®) BETWEES TIHE COMPAHRY AHDC BARBARA PISHER DATED DECEMBET 13,
ap07, PURSUANT TO WHLSH THE COMERNY {AS MOBEED TO MARKE PRYMENT THRQUGH
Ti1E DIRECT PAY [REEVOUARALE LETIRE OF CREDIT. ALl CAPITALIZED TERHS
UEED BUT HOT DEFIRED MEMEIN SHALL JRVE THE MEANTHOS ABCHINFD THEREID IM

THE SETTLEMENT AGREEMENT.

A9 USED LN THLE LETYER DF CRADLT, THE TERN BOSINKSS DAY® SIML WEAN
AMY DAY OF THE YHAHR OTHER THAH A BATURDRY O A EUNDAY, ol HEHTCH BAMES
LOCATES TH PITTSHORGH, PETEEYLVANEA, ARE HOT REQUIRED Of AUTIORIZED BY
LAH TO REWAIN CLOSED OR ON WIZCH THE NEW YORK STOCK EXCUANGE 1S MOT

CLOFED.
rage 1 of J LRLOB G2 -00 - 000
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“ME HENEFICTARY IS WEREWY IRHEVOCRALY MPTHORTEED TO DEAW OF U5, TOR THE
ACCOUNT ©F THE CONPINY, 1N ACCOROANCE HITH THE TERMS ML CONLITIONG
WEREOF, M AGGREQATE AMDURT HOT EXCEFDING CHE HUWDRED THOUSRND AND

8/ 100THS UHITED STATER DOLLARA (US $100, 000} [THR *OTNTRD RHOUNTF).
ALL DAAMIHGE UNDER THIS LETTRER OF CREDIT Wikl BE BAID WITH OUR QW
FUHDS AR WILL MOT DE PAID DIRECTLY OR [ROIRECTLY PROH FUNDE OF
COLLATHRAL O DEPOSIT WITH OR FOR THE poCOUMT OF, OR PLEDIED WITH o0
poR THE ACCOUNT OF, THHE BAAK 8 THE COMPANY . :

PUNGDS UNDER THLS LETTER oF CREDIT ARE OHLY AVATLAELE TO THE BERBPLCEARY
ATAINET A U4LAIT ORAFT DRARH ok US, FUOSTANTIALLY (M THE FORN OF EXRTBIV
1 HERETD [THE *BLOHT DRAETA1, STATIRG ON ITH FACR: *ORAWN UHDER PHC
[AME, MATTONAL RSSOCTATION, LETTER OF CREDLT WO. 16108507 -00-000" AHD
UPOH THE BENEFICIARY'E FRESHNTING TU US THE WRLTTEH CERTIFICATE [N THE
FOSM OF EXNIBIT 2 HERETD VHE *CRRTIFICATE®] . DRANS UNDER TH1E LIETTER
oF CHENIT Wikl B PAID BY WIRE TRANGFER A3 DIRECTED IH THUE STGHT DRAFT.

PRESENTATION OF THE GIOUT DRAFT AND CERTIFLICATE SHALL BE HADE OH R
PUSTHESS DAY AT OUR OFFICE LOCATED AT 500 FIRST AVENUE, IRD FLOOE,
PITTEAURGH, PENNEYLVANIA 15213 [ATTENTION: 'STANDEY LC DEPALTHERT) OR
ANY OTHER OFFICR MATNTAINGD DY RANE, TF WE RECBIVE GUCH 1M ORAFT
AMD CERTIFICATE AT BUCH OFFLCE, ALL TN STRICT COHPORMITY HETH THE TERMS
jot) CONDLTTONS OF THIS LETTER OF CREDIT, O OR PRIOR TO THE TERMIRTTON
SEREQF, WE WLLL AOHOR THE SRME AHD MAKE PAYHENT HERELMDER. 1V TUE
STUNT DA AN CERTIFICATE ARE FREIRHTED T UG A AFPOREAAID BY 11:00
AW, PUTTHRURGH, PENHSTLVRRLA TIHE, PAYHENT WiLL BE MADE. IH
TMMEEEATELY AWATLABLE FUHDG HY WIRE FEANSPRR BY 12:00 P.M., OH THE WERT
CUCCERDLHG WISTHESS DAY FOLLOWING PRESENTATLON: OTHERWLEE, PREHENT WILL
U MADE, BN CEHEDIATEGT AYALLARLAS prwDg BY MIRE TRANOFER, BY 38,04 &AM
au TIE THIAD BUSTHESS) OAY FOLLOWING PRESENTMENT. T8 HEGUESTED BY THE
PEREFICLANY, PRYMENT MAY BE MADE DY DEPOSLT OF SOCH FUNDS INTO A
DESIGAATRD BAHE MOCOUNT MATMTAIMED B Tik BENEFICIARY.

oMY THE OEHEFTCTARY O THE QUOCESEOR MAY HAKE A DARHING UMDER THIR
LETTHER OF CREDLT. UpoH THE PAYMENT OF THE RMOUNT DPECIFIED I THR
ATRIT ORAFT A3 DESIGHERTED TH THE BIGHT DRAFY, WE WELL BE FOLLY
PLECHARGED OF OUR OOLIGATION UNDER THIE LUTTER OF CREDIT WITH RESPECT
w0 SOCH SIGHT DEAFT MAD SIALL HOT NEREAFTER BE OALIONTED TO HARE ARY
FURTHER PATHENTS UNIRER THIS LETTER OF CHEDIT TH RRSPECT OF SUCH S renT
CRAFT. BY PAYING THE AHMOUNT DEMANDED TH SUCH gIGHIT DRAFT WE MARE RO
REPARSERTNT ION A TO THE CORRBCTHESD OF TUE AMOUNT DEMANDRD TR SLCH
STENT DMAFT.  THE DANE SUALL WBOT DE CALLUED UPGH TO DETERMINE QUESTIONS
oF FACT O LMW KT I5SUE BETWREH THE BANE"E CUSTOMER AND THE DENEFICTARY

BP THIO LETTER OF CREDIT.

THIS LETTER OF CREDIT AHALL AFTOMATICALLY TERHIMATE WITHOUT KHE RCTION
OR NOTICE A0 SHALL BE NELIVERER TO US FOR CANCELLATTON QPON THE
EARLLIEST OF: (T} TIE MAKLEG BY THE DENEPICIARY OF THE DRAFING MYAILARLE
TO BE MADE HEREUNOER; {IT] OuR RECRIPT OF R WRITTEN CERTIFICATE STONMED
Ay A DENEPICIARY RHD AR GFFICER OF THE COMPARY STATING THAT THE TERME
OF THIE BETTLEMENT NIRERHINT ALLOWIRG TERMIERTEON OF THIA LETIER OF
CREDIT HAVE OOCURRED: OR {11T] TiIE OCCURKEHCE OF THE EXPIRATION DRTE.

LS LETTRER OF CREDIT Wil BE AUTCHAT [EALLY EXTRHDED WITHOUT NHEIDHERT
pPor ADDETTOMAL PERTONS OF U YEAR FRON TR EXPIRATION OATE STATEDR
Pago 1 af 3 LELOASOE-00- 000




ANDVE OF AMY EWTEHDED EXPIRATTION ORTES; UNLESS WO REE PROVIDED WITH,
FIVE, GUATHESS DAYE PREIDR TO TiEE EXPLRATION DATE, A JOINT WRITTEH
PIRECTION CURPGRTEOLY SIGHED MY wOTH {1} THE BEMRFICIARY (0K HIS
SUCCESS0R] RNR (2) AN RUTHORLZED REPIESENTATIVE OF THE APPLICANT
STATING THAT LETTER OF CREDIT NO.

18108502-00- 000 SHALL LKPTRE AMD SHALE HOT AWTOMATICALLY RENEMW.

THLE LEYTER OF CREDLT 1§ SUBTECT O HHE TRUERANATIONAL STANDULY

PEACTICER/ISPYE, INTERHATIGONAL CHAMBER OF COMMERCE PUBLICATION #O. $940°
[THE *LSR 9R*). THIS LETTE® OF CREDIT SALL BE DEERED TO BE HAE (HDER
THE LANS OF THE STATE OF QHID, AMD SHALL, AS 0 MATTERS NOT GOVERNED BY
THE [8F %8, BE GUVERHED DY AND SOMETRURD TH ACCOMDANCE WITH THE LAHE aF

TiR OTATE OF OHIO.

COMMUMLCATTOHE NITH HESPRCT TO THTS LETTER OF CREUTT SHALL BE XB
WRITIHG AND SUALL UE ADDRASEED TO U8 AT SO0 FIRODT AVEMUE, TRD PFLOODR,
PLTTSDURGH, PENNSYLVANEA 16919 (ATTRNULON: STANDBY £ DEPARTHENT] .
SUECLPTCALLY HEFERRIRD TO THE HUMGER OF TH1S LETTER OF CREUIT.

THIY LETTUH OF CREDIT SETS FORTH IN FULL ouR UMDRETAKING AND SHALL NOT
IH AHY WAY BE MODIF1ED, AHEHDED, AHPLTFTER OR LIMITED BY REFEREHCE TO
ANY DOCEMENT, INSTRUMENT OR AGREEMENT REFERRED TO HEREIH | INCLUDINT,
WITHOUT L1MITATION, THE LORK AIRREHENT) . EXCEPT OHLY TIE CERTIFICATE
AND TR DRAFT REFERRED TO WEREIN: AND AMY SUCH AEFERENCE SHALL HOT RE
DEEMED TO 1NCORPORATE HEHRIH BY WEPHREHCE ANY DOCUMENT, THETRIMENT OR
ACKKEMEAT GECEFT P4l SUcH CERTIFICNTRE RHD SUCHE BRAET.

BT RARK, HATIORAL. ASSOC AT IOH
CLOARL TRAME RAEEVLCE OPEHATIONS
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L .: ,' i:‘E" E':L'ib;. o
EXiBITy AT L f‘
SIGHT THEAFT
Y |
FOR VALUE RECEIVED
Pay en Demand to: ___Trust Account, Oue Hundred

housond and 001100 Unived States Dollars in mmedisiely available funds by wire transfer as

follows:

Bank Mame:
Account Mame: . T
Routing Mo
Account Mo —

Charge to secount of Perma-Fix of Dayton, {ng., an Ohio earperation.

Drawn under PNC Bank, National Association Lerter of Credit Ho. SRR

T

PHC Dank, Mational Association
Standby LC Deparient

500 Fips Avenue, 3 Flaor
Piusburgh, Pennsylvania 13219

Eflig Jacahs, ifsq.

or

Hanme: .
Ax Successor

(The signature of only one of the foregoing individunls
shall be required)




EXHIBIT? IR & O
CERTIFICATE =

The undersipned Beneficiory oc Sucosssar Beneficiary hereby cenifies to PNC Bank,
Mationel Association (e “Bank”) with reference lo FNC fank, Mational Association
irrevacable Letter of Credit No. {the “Letier of Credil,” the capitalized temus
delined therein and not defined herein being used &8 therein defined) issued by the Bank in faver
of the Bencficiary thal:

{i b The undersigned Beneficiary or Successar Beneficiary is making & drawing under
(he Letter of Credit with respect 1o payment due under the Seitlement Agreenicnt,

@) Theundersigned Benellchary or Quecessor Beneflciary hereby cenify either that:

()  The couditions deseribed In Parngraph 8A. of the Senlement Agreement
) have oceurred entitling the Beneficiary w dray endee the Letler ol Credir;

OR

{iiy  The conditions described in Poragroph BB, of the Settlement
have occured enttling the Beneficlory to draw under the
Letter of Credil.

The masimum weawnt due ond preryable ymder this Letier of Credil is 100,000,
T mnowt of the draft accompaaying this cortificate does nor exceed such umount.

1M WITNESS WHEREQF, the undersigned Beneficiary has execuied and delivered this
sortificate s of this ____dayol 30

Ellis Jucobs, Esg.

or

Mame: ___
As Suepessor

(The signature an oaly one of the furegoing individuals
shll be required]




BEHEFIC TR ABLLICAST:

0. DAVID ALTHMAN, E33. OR THE PERMA - FIX OF DAYTON, CAC.
ESUCCESSOR (A4 DEFINED BELOW) NETH: JOANIE THGRAM

SRR HELOW POR COMPLETE HAMR/ALPEESS 6307 DUNWOODY PLACE, sSUITE 250
CIHOIKMATI, Of 45202 ATLANTA, QA 301360

TRACVOCRHLE BTANDBY LIETTER OF CREDIT

e — e wima e e -

QU REFEREHCH 18108503 -00-000

AHOUNT ¢ LS §1,200,000. 00 y

IOBUE DATE: BECEMDER 20, 2007 w1y

HXPIRY DATE: DECEHRRR 20, 2008 B G et Ak

EXPIRY PLACE: . OUR DOUNTERS e L S
—— s = EE S

— = 8 R —— o

BENEFTCIARY COMPLETE MAME AND AODREGS T RERD AS FOLLOWS:

0. DAVID ALAMAN, BEQ. OR THE
EUCCERSOR (AS DEFINED BELOH)
ofo N, BRVID ALTMAM CO., L.P.A.
6 . BIGHTH STRREET, SUITE 100W
CIRCTHRATT, Q10 45202

EHC RAME, HATTONAL RESCCIATION (THE FERAKF ] ABRERY FRITABLISHED IN FAVOR
oF b, DAVED ALTHAN, ESQ ("ALTHAN®) OF, IR THE EVENT OF HLD DEATH,
BTEARILLTY OF UNAVATLABILITY, R SUSCRESOR APPROVED M WRITIRD 0V
PERMA - FIX OF OWYTOR, INC ITHE vQUECEIEONT ) (EACH OF ALTHAN AHRSOR THE
BUCCHSDOR HELHG A =REHRFICIARY® HEREUNDER, AND EACIE WITH THE ROHORLIYY
T ACT ALONE TH HAEIRG ANY MEAKRTHCE HEREUNDER) FOR THE ROCOUNT OF
PEAMA-FIN OF DAYTOM, THG.. A OHID CORPORATION ITHE “COMDANY=). ITH
THREVOCANLE LETTER OF CRERIT HO. L@LOASO3 00000 (THIS “LETTER OF
CEEDIT] 1M THE AHOUNT OF ONE MILLION TWO HUNDRED THOUSAND RO oS 1640
UHTTED BTATHES DOLLARS (U5 21,200, 0000, RFFECTIVE IMHEDTATELY BHD
EEBTRING AT 9:00 P.H., PITTERURGH, PENNSYLVANIA TTME, OH DECEMDER 24,
soof (TR CEXPIRATEON DATES] OR 1F THE EXPIRATION DATE I8 HOT A
BUSLHESS DAY (A8 UERAEIMAFTRR DEFINED] OH THE HEXT SUCCREDING BUSINESE
paY, UHLESS TRRMINATED EARLIER TH ACCORDAMCE WITH THE PROVISIONE WEREDT.

THI1& LETTER OF CREDIT 18 HEING ISSURD MR FLETTER OF CHEDLT H® IR
CONMECTTLON WETH THAT CERTALN SETTLEMANT AOREENENT {THE "SETTLEHEMT
FOREEMENT®) DETWEER THE COMBAMY AND OAREARA FISHER DATRO DRCEMBER 19,
4Ey7, DURSUANT IO WHICH THE CUMPANY HAS AGREED T0 MAKE PAYMENT THROUI
JHTE DIRMCT DAY JHREVOGABLE LETTER OF CREDIT. ALL CRPITALIEED TERMS
USED BUT HOT DEFINED WERREM CHALL HAVE THE HENITRGE RECUTHED THERETS TN
HE SETTLEMENT AGEEEMEHT.

A% uUSED IN THIE LETTHR OF CREDIT, THE TEAM ARUATHEEE DAY® SHATL. MEARH
AHY DAY OF THE YEAR, OTHER THAH A GATURDAY Ot & BURDAY, ON WHICH BANKE
LOCATER [H PITTSBUAGH, FENRSYLVARLA, ARE HOT REQUIRED OR AUTHORLXIED BY
LAW 70 REMATH CLONED OR OH WHICH THR HiEM YORK STOCK EXCHANOE JE HOT
ClLAOSEDR.
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. THE REREFICCARY 15 WERENY TRREVOCRHLY MITHORTEED TO DRRN OM 05, FOit THE
ACCOUNT OF THE COMPAHY, IN RCCORDAMCE WUTH THUE THAME AND CONDTTIONS
HEREQF. AN MOGEEOGATE AMOUNT MOT BXCREDIRG GOHE HILLION THO HUHDUED
THONSASM AMIT 0071005 UNTTER STATHES COLLARE {US 51,200,000} (YHE *STATRD
AMOUNT],  AlL DEAMINGS UNDER THLIS LETTEER OF CREDIT WILL BE PRID WYTH
GUK WM EUNDS AHD WILL MOT RE PALD DIHECTLY OF IRDIRECTLY FROM FUmg Of
SULIATERAL 0 DRPOSIT WLTH OR POR THE ACCOUWT OF, 08 PLEDGED WITH OR
FOR THE ACCOUMT OF. THE BANE DY TIE COMDANY. g

FUALY UHDEH TILS LETTER OF CREDLT AR ONLY AVATLABLE TO THE RENEPTCIARY
MIATHET A BLGHT DHAFT DiRhw OH OB, EURGTANTTALLY IH THE FORM OF EXHIBLT
1 HERED) (THE *SIGHT DEAFT*H, STHPING O ITS FACE: "DRAWH (MDER PHC
DadE, MATIONAL RSSDCLATION, LATTER OF CREFIT HO. 18108503-00-000" AND
UROH THE DENREICIARY'S PRESENTING TO US THE WRITTEN CERTIFICATE 100 THE
FOUM OF EXHINET 2 WERETO (THE CRRTIPTCATE®) .  DRANE UNDER THIS LEVTER
oF CIERIT WILL Dl PAID BY WIRE TRABSFER A DIRECTED IN THE GECHT ORAFT.

PRRUENTATION OF THE SIGHT DRAFT ARIL CERTIFICATE SHALL BE MADE O A
HUSINESS DAY AT OUR QFFICE LOCATEL AT 500 PYRST AVERUE, JIRD FLOOR.
FITTSBURGH, PEMHUYLVANTA 15219 [ATTERTION: STANDGY LC DERARTHENT) OR
AHY OTHER OVFICE MAINTAINED BY RME. 1P WE RECEIVE SUCH BIGHT -DEAFT
ANTY CERTIFTCATE AT SUCW OFFLCE. AL IH STRICT CONFORMITY HITH THE TERMS
NG CONDITIONS OF 'THIS LETTER OF CRERIT. N Of PRIOR TO THRE TERNIMATION
HEREQF, WE HILL NONOR THE GAMIE AND HAKE BAYMENT WREREUNDER, (F THE
SIGHT DHAFT AND CERTLFICATE ARE PRESENTED [0 US AS REORBSRID DY 11:00
MM, DLTTSBURGH, PENHSYLVAMIA TIHE, JBAYMENT WILL BE MADE, TN
THHEDTATELY RVATLADLE FUMDS BY WIRE TRANSFER DY 12900 B.H., OH THE HELT
SUCCREDTHD DUSINESS DAY FOLLOWINHG PREJENTATION; OTHERWISE, PAYMENT WILL
n MADE, I8 TMMEDIATELY AVAILAELE FUNDE IV WIBE TRAMOFER, DY Lo:00 A.M
ol YHE THIND DBUSINESS LAY FOLLOWTIG PRESEHTMENT. IF BEQURSTEN OY THE
GENEFLOLARY, PAYMENT MAY BE WADE BY BRPGETT OF SUCH FUNDE THID A

DUS LOHATED BANK RCCOURT MATHTAINED BY TilE DENEPTCLARY . i

CUHLY THE BYMEFTCIARY OF TiE SUCCEEI0R MAY MAKE A DRAHING UMRER THIS
LPITER OF CREDIT. UDOW THE PAYMENT OF THE AMOUNT SPECIFIRD IH THE
GIGHT DRAFT A DESTGATED IN TUE SIGHY DRAFT, WE WILL BE FULLY
PLECHARGED OF DUN ONLIGKTION (MDER YHIS LETTER OF CHEDIT WUTH RRSPECT
O SO SLICHT DRAFT AHD SHALL WY THEREARTER DE OBLIGATED TO MAER ARy
FURTHEN PAYMENTS (RMER THIS LEFTER OF CHEXIT IH RESPECT OF SUCH FIGHT
CRAFD. - BY PARYING THE AMOUNT NEMANDED [H SUCH SIGHT DRAFT WE HAEE BO
HEPRESENTATION AT T0 TR CORRECTHESS OF THE AMOUNT LEMANDED IH SUCH
BIGHT DRAFT. THE BANK BfALL NOV DE CALLED UPDH T2 DETERMINE QUEGTIONE
aF FACT OR LAH RT FSSUR HETHERH THE BANE'S CUSTOMER AHD THE AENEFICIARY

oF THIS LETTER OF CREDTT.

sprd LETTER OF CREDLT 8HALL AUTOMAT DCALLY TRRMINATE WILTIKUT Mty ACTTON
0% WOTICE AND BHALL BE DELIVERED 0 U8 FOR CANCELLATION UPOH THE
EAMLIEST OF: [T} THE FAKTNG B¥ TUE BENEFTCLARY OF THE DRAWIHG AVALLADRLE
70 OF MADE HEHEWRDRER; [TI) GAR PECEIFT OF A WRITTHH CERTIFLOATE SIOMRD
Y n BENEFTCIARY AHD AR OFFICER OF THE COMPANY STATING THAT THE TERMS
OF THE SETTLEHEINT MURBEMENT ALLOWING ERMIMATION OF THIG LETFER OF
CHEMIT HAWH OCCURRED; OR (TTEY WHE GOCURRENCE OF THE BXPIRATION DATE.
TG LETTEH OF CHEDIT WILL BE AUTCHATICALLY BXTHNDED WITHOUT MMEHDMIHT
PR ADTLTTIONAL PERTOUS OF ONE VERR FRONM Tiik EXPIRAUTON DATE STACED
Page 2 af ¥ 1N10850Y- 00000
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ABOVE DRt ANY EXTERRED EXPIRATION DATES; URLESS WE ARE PROVILRD WITH,
FIVE BUSTHESS DAYS PRTOR WO THE EXPIRATION OAYE, A JOINT WRITTER
DIRECTION PURPORTEODLY OIGERU BY BOTH {1} ¥HE BEHRFECIAKY (OR RIS
SUCCESSOR} AND 12} AN AUTROALZED REFRESENTATIVE OF THE APPLICANT

STATING THAT LETTER OF (REDIT HO.
1810850)-00-000 SHALL EXPIRE AND SHALL MOT MITONATICALLY REHEW.

TiES LETTER OF CREDLY T8 SURJECT TO THE INTERMATICNMAL ETANUEY

PRACTICESS TRPSE, INTERHATICHAL CHRMOER OF COMMERCE PURLICATION HO, 5300
[THE ~ISF A=), TE1E LETTER OF CREDIT SHALL BE DEENED TO BE MADE UMDRR
THE LAMO OF TIE STATE OF SHI0. ARD OHALL, A5 TO MATTERS WOT QOVHENED BY
THE 15F 98, EE GOVRENED BY AND COHSTRUGD 1 MOODORDANCE WITH THE LMWE OF

CTHE STATE OF OHID.

COMMUNECATIONS WITH RESPECT T0 THIS LETTRE OF CHEUTT SHALL BE IR
WETTIHG AND SHALL BR ADMRESEED TO US AT 500 FIEST AVEMUE, IRD PLOOR,
PLITTEOURGH, PENNSYLVANIA 1521% [ATTENTTON: ETRHLBY LC DEPARTHENT .
SPECIFICALLY REFERAING TO THE HOMEER OF THLS LBTTER OF CREDIT.

THIS LETTER OF CAEDIT SETS FORTH [H FULL OUR UNDERTAKIMO AND EHRALL HOT
1 ANY WAY BE MODIFIED, AMRNOED, RMRLIPIED O LIMITED BY EEFERENCE 10
ANY DOCUMENT, TNSTRUMENT OH AGHERMERT REFEARED TO MEREIN |LEDCLARING,
WITHOUT LIMITATION, THE LOAN ROREEMENT) , BXCEPT OMLY THE CERTIFICATR
ANN THE DEAFT REFERBED TO NEREIN; AHD ANY FUCH REFIREHCE SHALL NOT BE
DEEHED 70 THCCRPORATE WEREIW MY REFRRENCE MY DOCUMENT. THSTROMENT OR
AUSEEMENT EXCEPT FOR SUCH CERTIFICATR AND BUCH DRAFT.

FHE BAHR, WATTONAL RBSOCIATION
AL TRADE SERVICE OPERATIORS

-'.:‘.n-:_l- ,.,.j-aﬁr.‘f Ly
LA
Ui e

,.-
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EXHIRIT 1 1
SIGHT DRAFT

5 20,

TFOR VALUE RECETVED

Py on Demand o Trust Account, One Million
Two Hondred Thousand and 007100 United States Dollurs in immediately evailoble funds by
wine teansfier ns follows:

Rank Mome:
Aceount Name:
Routing Ho.:
Agcount Ho:
Charge to sccount of Peana-Fix of Daytow, lne.. an Ohio eomaration.

Denwn under PNC Bank, National Agsociation Letter of Credit No. .

T0r PHC Bank, Narional Association
Srandby LC Depariment
500 First Avenus, 3 Flaor
Pisburgh, Peasylvenia 15219

1. David Altman Bag.

Li )

Mome:
As SUCcoessoy

{The signature of only one of the foregoing individunls
shadl bz roguined)




FNHIRIT 2
CERTIFICATE

The yndersigned Beneficiary or Successor Bencficinry hercby eerifies o PNC Bank,
Nauioeal Assoclation (e “Bank™) with referencs Lo PHMC Bank, Maional Association
Irtevosable Letter of Credit Ho. ithe “Lenier of Credit,” the caglialized wms
defined therein and not defioed berein being used as therein defined) issued by the Bank in firvor
of the Bencfiziney thon ‘

(1) The undersigned Benelicinry or Successor Beneficiary is making o drawing under
the Letter of Credit with respect Io payment due under the Setlement Agresmeil.

{1 The undersigned Beneliciary or Susvessor DBenaficiary hereby.cenify either that:

(i The coendiions deseribed in I‘ﬁmaph BA, of the Serlentent Agreament
tguamumd enlitling the Deneficiury to druw uader the Lettet of Credit;
13

(i) The eonditions deseribed in Poragraph 83. of the Settlement
ent ave ocoured entitling the Benelisiney tn drew under the
Letier of Credit.

(1) ‘The meximum smount dug and payulde under this Letier of Credit is &% b, D0
The ansount of the dralt sccompanying this certificats does nol excead such amaunt, .

1N WITHESS WHEREQT. the undersigned Benefleinry has executed md delivered tiis
cerlificate ns of Wis ____ dayel . L0,

B, Duvid Aliman, Fag.

[}

MHanye:

A Successor

{The signature on only one of the foregoing individuals
shill e required)




HEHEFICLARY APPLICANT:

BLLTE JACONS, ESQ. Off THR PERMA-FLIX OF DAYTON, IWC. .
SUCCESSOR (RS DRPINED BELOW) ATTH: JONNIE THOHRM

SEE BELOW POR OOMPLETE NAMESADDNEIC ¥303 OUWWOODY PLACE, SULTE 50
BAYTON, QF 45407 ATLANTA. GF 10150

IREEVDCARLE STAKDNE LETTER OF CREDIT

DUH MEFERENCE: 19 L0a504-00-000
: i gin §35, 000,00
Tafan GATR: DECEMHER 20, 2007
EXPIRY DATE: DECEMONR 30. 2008 .
EXPFIRY PLACE: QU COLRMTERS

[O— —t [ PSSR
L :

2 R Py WA
BENEFICIARY COMPLETE MAME AND ADDRESS 10 READ &8 FOLLOWE: ME' 1.5 ﬁgﬂu 5
e .

KlLEE JACORE, ESG. OR THE

FUCCESSOR (A2 DEFIHED DELOH)

C/0 MOVOCATEN FOR DASTC LEOAL EQUMLETY, IHE,
330 M. FIRET OT., SUITE 491

OAYTON, OH 45402

PHE BAHE, HATIOHAL ASEOCTATION ITHE FOANE®) HERELY ESTRILIGHES IR Favon
oF ¥LLIE JRACORS. BS0. ["JACORE®] O, [H YHE ENENT ar His DEARTH,

DISABILITY OR UHAVALLARILITY, & SUCCESSOR APPROVED 23 HRITLNOD GY
PERMA-FIX OF DAYTOH, [HG (TR "BUCCESSOR*) (RACH OF JRCONG AHDSOR TUE !
EUSCRSSOR BRTHG b HEHEFLOTARES WEHEUNDER, AND BACH WIDE THE AUTIORLTT

U ACT RLOME L8 MARING ANY DRAWIBGH KERBUNDER} FOR TIHE ACOOUNT OF
PIHMA-FTE OF DAYTON, THC., A OHIG CORPQRATTION [THR *COMPANY=), IT8
THREVOCANLE LETTER OF CREDTT BU. LEABESO4-00-000 LTHTE *LETIER OF

CHERET®] I8 THE RHOUNT OF TWENTY FIVE THOUSAND AND Q0/1005 URITED

STATES DOLLARE (US §2%, 0000, BYFROTIVE IMMEDTATELY AND EXPIRIND AT 5:00
P.M.. PITTSEURGH, PEMMIYLVAHIA TIME, ON DECEHOER 20, XOGE ITHE
SREPIRATTON DATES] OR I¥F YHE EXPIRATION DATE 15 NOU A BUSINESE DAY (RS
UERETHAFTER DEFIMEN] O THE HEXT SUCCEHDIS] BUSIHRIA DAY, UMLESS
YERHINATED HANGIES (M ACOORDANCE WITH THE PROVISIONS HERROF.

FHLS LETPEE OF CARDIT TS DECHG TSSUED AY CLETTER OF CREQLT C* M
COMNZCTION WUITH THAT CERTAIN SETTLEMENT RGRERMENT {THE *BETTLHMENT
ACREEHENT" | UETHEER THE COMPANY AND BARDALAY PIEHER DATED DRECEMBER LB,
3007, PURSHUANT TO WHICH TWE COMBRNY NAS AGREMDN TG MAKE PAYHERT TiRDUG
SHIS DIRRCT PAY IRREVOCADLE LETTER OF DAEDTT. ALL CAPITALIZED TVERMD
USET BOT HOT PEFIMED NEERIN BHALL HAVE TR MEANIHGS RGCRTEED THERCTG TH

THE SETTLEMERT RERERMENT.
AS USED TH THIG LETTER OF CREPIT. THE TERW “IURINIESE LAyt SHALL MEAN
ATy DAY OF THE YEAR. OTURR THAN A SATUHDAY (R & QUNDAY, O WHICH RAIED

LACATED IH PITTARURGE, PERNSYLVANTA, RRE KOT REQUIRED OF AUTIIDRIZED BY
LAR 1O REMAIN CLOSED OF OR WHICH THE HEW YORE STOCKE EXCHAMGE In wOT

CLO3ED. s
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TR BENEFICTAEY 05 SERENY IRREVOCALLY AMTSIDHIZED TO OWAW ON US, FOR THE
ROCOUMT OF THE COHPANY, §H ACCORDARCE WITH THE THRAME AHD CONUITICHE
HEREOF, AN AGORBOATE AMOUNT HOT EXCERDNIND TWENTY FIVE THOUIAND A
00/1005 UHITED GTATES DOLLARS [US 535,000) (THE “STATED AMOUST), ALL
DREMTROA UNDER TUTS LETTER OF CREDIT MILL BE PALD WITIE OUR OWH FUHDE
NG WILL 80T BE PATD DIRECTLY O FEOIRECYLY PRONM FIRDE O COLIATERAL Of
GREGEDIT WITIE ORF POR THE ACCOUNT OF. OR MEDOED WITH OR FOR THE AOOHRET
OF. THE BANE I THE COMPANY .

PUSDE UNDER THIS LETTREER OF CREDLT ARE ORLY MVATLARLE TO THE HEFICIARY
AOATHET A ETOHT DRAFT DRAMN CH U3, SURSTAMTIALLY IN THE FORW OF EXHIBIT
1 WERETO (THE “SIGHT DRAFT*]. STATTNG oM %8 FACE: FORAWH UHSER FHC
HANE, HATIOMAL RSSOCUATION, LETTER OF CRERIT RO. AALDEE04 00 -000" AMT
UFGH THRE BEHEFICTARY ‘& PRESENTING TO US VHE WRITIEN CERTIFICATE IN THE
FOIM OF EXWTIRIT 2 MERETO (THE "CERTIFICATEY). ORAWE UNDER THIS LETTER
OF CREDIT WILL UE PATD BY WIRE TRANSFER AS DIRECTHD IN THE SIGNT LHAFT.

FREERNTATION OF THE CLONT GUAFT AND CHERTIFICATE SHALL BE MADE O A
BUSTNESS DAY AT OUR QFFICE LOCATED AT 500 FTRST AVENUE, JRD FLODER,
PITTERUREH, PENHOYLVANIA 15214 [ATTENTION: STAMDEY LC DEPARTHENTI O
ANY OTHR® OFPICE HATNTAINGD @V DANE. IF WE RECEIVE BUCH SIGHT DRAFT
AND CURTIFICATE A% SUCH OFFICE., ALL IN STRICT CONFORMITY WITH THE TEAME
AND CONDITIONS OF THIS LETYER OF CREDIT, Ofi O PRIOE TO THE TEAMINATION
HERRGE, WE WLILL NOHOR THE SAME ANU MAKE PAYMEMT HWEREUNDER. IF THE
SraiT DEAFT ANO CHRTIFICATE AME PHECENTED TO UG AS AFORESAID BY 11:00
oM., PITTORURGH, CFENMSYLVANTA TIME. FAYMENT WILL DE HADE, IM
IHNEDIATELY AVAILARLE FUNDS BY WIRE TRAMEFER BY 12:00 F.H., ©H TIHE NEXT
goCoREDTRG DUSTMESS DAY POLLOWING PRECENTATION; OTHEGWIGE, PAYHINT WILL
nE MEGE, TH THMEDIATELY AVAILABLE FUNDS BY WIRE TRAHEFER, BY 1000 A.M
O THE TIHIED MISOHESS DAY FOLLONTHO PHESENTHENT. LF BEQUESTED- BY THE
SEMEFTCIARY, PAYMENT HAY BE HADE BY DEPOSTT OF GUCH FUNDS THTO A

DEE [HATED BANE ACOOUNT MAINTATINED RY THE BENEFICIARY.

ORLY THE REHEFICIARY OF YUE SUCCESSOH MAY MAKE A DRAMIEG URDEE THIE
LETTER OF CREDET. UROH THE PAYHBNT OF THE AHOUNT SPECTFTEL IH THE
BIGHT DRAFT AS DESTGNATER IH TifH STGHT DRAVT, HE WLLL OE FULLY
DTECHARGED OF OUR OBLIGATION UNDER YIS LETTER OF CREDIT HITH BESPECT
o SUCH SFOHT DREAFT KHD SHALL HOT THEREAFTRR HE O0LIORTES TO HAKE ANY
FUNTHER PFAYHERTS UNDER THIS LETTER OF CREDET [N RESPFRCT OF GUCH STEHY
DRAFT. BY PAYIHG THE AMOINT DEMANDED LN SUCH SI0RT PRAFT WE HAEKR W
BETREUENTATION AS TO THE CORRBCTHRLL OF THE AMOUHT ORMANTIEDR TH BRCR
STEHT GRAFT. THE BANE SHALL HOT BE CALLED UPON TO DETERHINE QUEST IOHE
OF FACT 0 LAM AT TSSUE HRTHEEN Tk BANE'S CUODTOMER ANE TiE MENEFIGCEARY
oF TITYH LETTER OF CREDTT.

THIS LETTER OF CEEDET SIEALL AUTOMATICALLY TERHIRATE HITUCART ANT ACTION
it BOTICE AMT SHALL BE DELIVERED 'TO U3 FOR CAHCRELLATION PG THE
RARLIERT OF: (11 TIE MAKING BY THE DEMEFICIARY OF THE TR RO AYRLLABLE
Tor DE MADE (EREURRNEH; ($10 OUR RECELPT OF A WRITTEN CEWTLFICATE 5I0RED
BY A BEREFICIARY AND AN OFFICER OF TIHE COMPANY STATLHG THAT THR TEIEMSE
OF TIHE EETTLEMENT AIREEHENT ALLOWING TERMIMATION OF TINE LETTER OF
CHEDDT HAVE OCCUMBED; OR (11f) THE DOOURRENCE OF THE EAPIRATION DATE.

CHis LEFTRR OF CREDDT WiLh DS AUTOWATLCALLY EXUTUESDED WITIFORT AREHDHENT
FOE ADDUTEONAL PERTODSE OF GHE VEAR FROM THE EXPTRATION DATE STRTER
vaga 1 nf 3 10108504 - 00000




BBOVE Of ANY ENTENOED EXPTRAVION DAFES; WRILESS HE ARE PROVIID HITH,
FIVE (USIHESS DAYS PRLOR TO THE EXPIRATLON DATE, B JOINT WRITYEN
DERECTION PURPORTREOLY SIGHED DY ROTH (L) TEE BEMEFICTARY (OR WIX
SUCCBSSORD AMD (2] AB RUTHORIAED REPREDENTATIVE OF THE APFLICRHT
LSTATING THAT LETTER OF CREDLT HO.

1GLOB5GE-00-000 SHALL EXPIRE AND SHALL BOT AMUTOMATICALLY HEMNEW,

mil8 LEVPER DF CREDIT I8 SURJECT TO TIE INTERNATIONAL, STANDEY
PRACTICES/ 15088, IHTEMNATIONAL UHANBEN OF (OMMERCE PUDLICATION H2. S90°
ITUE “IEF 98°1. THIS LETTER OF CREDTT SHALL BE DEEMED 10 BE MADE LMER
THE LAWS OF TKE GTATE OF DHIG, AND FiAld, AS TO MATTERS MOT GOVERHMED BY
THE [590 98, RE GOVERNED OV AND COMSTHURD IN AQDORRAMCE WITH Tl LAWS OF
THE STATE OF Q0.

COMSIUHTEATIONS WITH REGPECT TO THIE LHTTER OF CREOIT SHALL BR 1
WRITIHG AND CHALL BE ADDRESSED T US AT S00 PINST AVENUE. IRD FLOCR,
FITTAONURGH, PEMMSYLVASNLA 15319 (ATTENTION: STANDOY LO

SPECIPICALLY KEFERRING TO TIR HMUMOEL OF THIS LETTER OF CREDLT.

YIS LETTER OF CREDIT SETS FOATI 1N FULL OUR UKDENTAKING AND SHALL HOT
I0 AMY WAY U MOUIPIED, AMENDHD, ANPLIFIED OR LIMITRD BY REFRRENCE TO
IN¥ DOCUMENT, TESTRUMENT OR AGREGMENT REFERRED TO REREIN (IRCLIUING,
WITHOUT LIMITATION, TUE TORH AGREEMENT), EXCEFT OHLY THE CERTIFICATE
AHD THE DEAFT REFEREED TO WERETH; AND ANY SUCH NIFERENCE SUALL HOT BE
NERMED T INCORFORATE HEAETH 0V HEPERENCE AMNY DOCUMENT, IWSTRUMENT OR
AJEEEHERT EXCEPT FOR SUCH CERTLIFICATE AND SUCHE GRAFT.

GLOARL TEADE SERVICE OPERRTIONG
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EXHIBITI

SIGHT BRAFT
[ —— 2“—
FOR VALUE RECEIVED
Fay on Dewand 10: Trast Account, Twenty Five

Thousand sod 000100 United Siaes Dollars in fmmediaiely available funds by wine transler a8
Follows: .

Btk Mame: _
Accounl Hame:
Rauting No.: B \}F L.
. i s s

e

Actount Noi____ b .'f_lt{?'a-gés,n ‘?a
B

Charge to acenunt of Perma-Fix of Dayton, Ing., an Olia earporation,
Drusen under PNC Bask. Natlonal Assocation Litter of Credit No.

T6:  PHC Bank. Mallonal Associstion
Stondbey LC Departraent
500 Firet Avenwe, 3™ Floor
Pitesbuargl, Pennsybennia 15219 .

Elliz Jacobs, Esq.

ar

Mame:

As Buecemor

{The signarure of only ene of the foregoing inadividuals
sliall be required)

-
Pon

=




EXIRIT 2
CERTIRICATE

The undersigned Beneliciary or Suceessor Beneficiary hereby cedilios 1o PNC Bank;
Matipnal Assovintion (the "Honk™) with eefecenve w PNC Bauk, Matipnal  Association
Irreviwable Letier of Credit Mo, (the "Letier of Credie,” the capitalized rerms
defimed] thercin and not delined herein being usid as therein defined) issued by the Bank in favor
of the Deoeliciary Ul :

(1) The undersigned Deneficiury or Successor Bent ficiary is making & drawving under
the Letier of Credit with respect In payment duz under the Seidement Agreement.

(M The ondersigned Bencticiary or Suceessor Beneficiary hereby cerify cither that:

(i} The conditions described in Parmgraph 8A. of the Settlement Agreement
have peeurred entitling the Benelieiary to draw under the Letter of Credit
O .
fii}  The conditions deseribed in Paragraph 80, of the Settlement
Agreencnt Tave vecurred clitling the PBeneficlary o draw under ihe
Lewer of Cradit,

() T maximum waount due ond ryable wnder this Lener of Credit is 825,000,
Flve o of the drat] sccompanying this certificar: does not exceed such smount.

IN WITNESS WHEREOF. the undersigned Benefieinry has exveuted unid delivered this

cortiiffeate nsofihiz  dayol 1T
Fiis Jacabs, Esq. BT
Eu,;-e‘-" -‘r{-?:. - R
[l ['T{*‘_,- - % wh N
e
A5 Ruceessor

{The signature on only one of the foregoing Individuals
shall be reyuined)




[N THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF OHIO
WESTERN DIVISION

BARBARA FISHER,
Plaintiff,
and

UNITED STATES OF AMERICA, Civil Action No. 3:04 CV 00418

Magistrate Judge Michael R. Merz
Plaintiff-Intervenor,

‘Tlll-

PERMA-FIX OF DAYTON, INC.

Defendant.

B e e

CONSENT DECREE
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WHEREAS on December 2, 2004, PlaintifT Barbara Fisher filed a Complaint in this action,
alleging that Defendant Perma-Fix of Dayton, Inc. facility emitted odors, fumes, noxious materials,
and other pollutants, which caused PlaintifT Fisher and others in her community to suffer adverse
health effects, damage to property, and other injuries, and thus violated 1) Ohio Administrative Code
3745-3102 and 40 C.F.R. Part 52, 2) Ohio Administrative Code 3745-77, 42 U.S.C. §§ 7661a and
J661b, 3) 40 C.F.R. Part 63, Subpart DD, and 4) Ohio Administrative Code 3745-15-07 and 40
C.F.R. Part 52.

WHEREAS Plaintiff-Intervenor the United States of America, on behalfof the United States
Environmental Protection Agency (“EPA™), filed an amended complaint in intervention in this
action on August 24, 2006, The Amended Complaint in Intervention alleges that Defendant Perma-
Fix of Dayton, Inc. (“PFD”), an off-site waste recovery operation, is a major source of hazardous
air pollutants that failed to comply with specified requirements under the Act. Specifically, the
Amended Complaint in Intervention alleges that 1) PFD failed to comply with the National Emission
Standards for Hazardous Air Pollutants ("NESHAP™) regulations for Off-5ite Waste Recovery
Operations (“OSWRO™), in violation of 40 C.F.R. Part 63, Subpart DD; 2) PFD failed to comply
with the general NESHAP requirements at 40 C.IF.R. Part 63, Subpart A incorporated by the
OSWRO regulations; 3) PFD failed to apply for and operate under a Title V permit in violation of
42 US.C. § 7T661a(a), 40 CFR §§ 70.5(a) and 70.7(b), and Ohio Administrative Code 3745-T7: 4)
PFD failed to apply for and obtain Permits to Install prior to installing various new emission sources,
in violation of the Ohio State Implementation Plan, Ohio Admin. Code 3745-31-02; and 5) PFD
failed to respond to a July 26, 2002, information request issued by EPA, as modified on August 14,

2003, in violation of Section 114({a) of the Act, 42 U.S.C. § 7414(a).




WHEREAS PFD has filed an Answer to the Amended Complaint in which it has denied the
material allegations of the United States and asserted affirmative defenses to the claims asserted
therein.

WHEREAS PFD denies any liability to the United States arising out of the transactions or
occurrences alleged in the Amended Complaint in Intervention and has agreed to the terms of this
Consent Decree in order to avoid the cost of further litigation with the United States and the
distraction of its personnel from the operation of PFI)’s business.

WHEREAS Plaintift Fisher and PFD represent that they have entered into an additional
settlement agreement that is not incorporated in this Consent Decree.  Plaintift Fisher and PFD
represent that they have agreed, as part of that settlement, that Fisher and her counsel will organize
a Neighborhood Environmental Committee that will, as one means of addressing the Committee’s
concerns, meet, from time to time, with representatives of the Facility to discuss and seek to resolve
issues of concern to the neighborhood and/or Perma-Fix (including all successors, transferees, and/or
other entities or persons bound by this Consent Decree) arising out of operations at the Facility.

WHEREAS Plaintiff-Intervenor the United States and Defendant Perma-Fix of Dayton, Inc.
recognize, and the Court by entering this Consent Decree finds, that this Consent Decree has been
negotiated by the United States and PFD in good faith and will avoid further litigation between the
United States and PFD and that this Consent Decree is fair, reasonable, and in the public interest.

NOW, THEREFORE, with the consent of the United States and PFD, 1T IS HEREBY

ADIUDGED, ORDERED, AND DECREED as follows:

1. This Court has jurisdiction over the subject matter of this action, pursuant to

iy




2R US.C. 88 1331, 1345, and 1355 and Section 113(b) of the Act, 42 U.S.C. § 7413(b), and over
the United States and PFD. Venue lies in this District pursuant to Section 113(b) of the Act, 42
U.S.C. § 7413(b), and 28 U.S.C. §5§ 1391(b) and (¢) and 1395(a), because the violations alleged in
the Amended Complaint in Intervention are alleged to have occurred in, and PFD conducts business
in, this judicial district. For purposes of this Decree, or any action to enforce this Decree, the United
States and PFD consent to the Court’s jurisdiction over this Decree and any such action and over
the United States and PFD, and consent to venue in this judicial district.

2. Solely for purposes of this Consent Decree, PFD agrees that the Amended
Complaint in Intervention states claims upon which relief may be granted pursuant to Section 113
of the Clean Air Act (*“Act™), 42 U.S.C. § 7413.

3. Motice of the commencement of this action has been given to the State of
Ohio, as required by Section 113(b) of the Act, 42 U.S.C. § 7413(b).

II. APPLICABILITY

4. The obligations of this Consent Decree apply to and are binding upon the
United States and upon PFD and any successors, assigns, or other entities or persons otherwise
bound by law.

5. No transfer of ownership or operation of the Facility, whether in compliance
with the procedures of this Paragraph or otherwise, shall relieve PFD of its obligation to ensure that
the terms of the Decree are implemented, unless (1) the transferee agrees to undertake the
obligations required by Sections V, VI, VII, VIII, and X1 of this Decree and to be substituted for the
PFD as a Party under the Decree and be thus bound by the terms thereof, and (2) the United States

consents to relieve PFD of its obligations. The United States’ decision to refuse to approve the

3




substitution of the transferee for PFD shall not be subject to judicial review. At least 30 days prior
to such transfer, PFD shall provide a copy of this Consent Decree to the proposed transferee and
shall simultaneously provide written notice of the prospective transfer, together with a copy of the
proposed written agreement, to EPA Region 5 and the United States Department of Justice, in
accordance with Section XIV of this Decree (Notices). Any attempt to transfer ownership or
operation of the Facility without complying with the notice requirements of this Paragraph
constitutes a violation of this Decree.

6. Financial Assurance. In order to ensure the full and final completion of the
obligations of this Decree, PFD agrees that the Corporation will not dissolve without prior approval
from the United States or, in the alternative, will not dissolve until it establishes and maintains a
Performance Guarantee for the benefit of EPA in the amount of the value of any capital expenditures
then remaining to be performed, which must be satisfactory in form and substance to EPA.

7. PFL» shall provide a copy of this Consent Decree to all officers, employees,
and agents whose duties might reasonably include compliance with any provision of this Decree,
as well as to any contractor retained to perform work required under this Consent Decree. For any
contractor retained to perform work required under this Consent Decree, PFD shall condition any
such contract upon performance of the work in conformity with the terms of this Consent Decree.

8. In any action to enforce this Consent Decree, PFD shall not raise as a defense
the failure by any of its officers, directors, emplovees, agents, or contractors to take any actions
necessary to comply with the provisions of this Consent Decree.

111 DEFINITIONS

9. Terms used in this Consent decree that are defined in the Act or in regulations




promulgated pursuant o or otherwise authorized by the Act shall have the meanings assigned to
them in the Act or such regulations, unless otherwise provided in this Decree. Whenever the terms
set forth below are used in this Consent Decree, the following definitions shall apply:

a. “Bioplant™ shall mean Bio-VDR (Tank T-703) and Bio-5BR (Tank
T-703) and associated equipment used in the biological oxidation of organic wastewaters at the
Facility.

b. “Complaint” shall mean the Amended Complaint in Intervention filed
by Plaintiff-Intervenor the United States in this action;

c. “Consent Decree™ or “Decree™ shall mean this Decree and all
appendices attached hereto (listed in Section XXI1II);

d. “Day™ shall mean a calendar day unless expressly stated to be a
working day. In computing any period of time under this Consent Decree, where the last day would
fall on a Saturday, Sunday, or federal holiday, the period shall run until the close of business of the

next working day;

e. “Defendant™ shall mean Perma-Fix of Dayton, Inc. or PFD;
f. “Effective Date” shall have the meaning set forth in Paragraph 101;
£ “EPA™ shall mean the United States Environmental Protection Agency

and any of its successor departments or agencies;

h. “Facility™ shall mean the facility currently owned by PFD located at
300 Cherokee Drive, Dayton, Ohio, 45427 and generally depicted on the map attached hereto as
Appendix B;

i “Paragraph™shall mean a portion of' this Decree identified by an arabic
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numeral;

i “Parties™ shall mean the United States and Defendant PFD;

k. “Section™ shall mean a portion of this Decree identified by a roman
numeral;

1. “United States™ shall mean the United States of America, acting on

behalf of EPA.

IV, CIVIL PENALTY

10. Within 30 days after the Effective Date of this Consent Decree, PFD shall pay
the sum of $360,000 to the United States as a civil penalty. PFD shall pay the civil penalty due by
FedWire Electronic Funds Transfer (“EFT™) to the U.S. Department of Justice in accordance with
written instructions to be provided to PFD, following lodging of the Consent Decree, by the
Financial Litigation Unit of the U.S. Attorney’s Office for the Southern District of Ohio, 303
Marconi Blvd., Columbus Ohio 43215, (614) 469-5715. At the time of payment, PFD shall send
a copy of the EFT authorization form and the EFT transaction record, together with a transmittal
letter, which shall state that the payment is for the civil penalty owed pursuant to the Consent Decree

n, 3:04CV418 (5.1, Ohio), and shall reference the civil action

number and DO case number 90-5-2-1-083 18, to the United States in accordance with Section X1V

of this Decree (Notices); by email to acctsreceivable. CINWD(@epa.gov: and to:

EPA Cincinnati Finance Office
26 Martin Luther King Drive
Cincinnati, Ohio 45268,
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V. COMPLIANCE REQUIREMENTS

General Requirements

11. PFD shall achieve and maintain compliance with the OSWRO regulations,
40 C.F.R. Part 63, Subpart DD, the applicable provisions of the General NESHAP regulations, 40
C.F.R. Part 63, Subpart A, as identified in Table 2 of Subpart DD, and Title V of the Clean Air Act,
42 U.S.C. § 76061 ef seq., consistent with the schedules set forth in this Decree and the applicable
regulations.

12, Within 30 days of the Effective Date of this Decree, PFD shall install a
permanent monitor that displays the pressure in the closed-vent system according to the
requirements in 40 CFR § 63.693(c)( 1)(i1). This monitor shall be placed such that if it indicates a
vacuum is present in the closed vent system at that point, there is a vacuum in the entire closed vent
system. PFD shall observe the monitor at least once per day on days of operation and shall record
each observation. PFD shall also record each day that there was no vacuum present in the closed
vent system on days of operation. In the event there is no negative pressure in the closed vent
system, PFD shall take all necessary action to remedy the problem as soon as possible including, but
not limited to, taking applicable actions prescribed in its Startup, Shutdown, and Malfunction plan.
Records associated with these requirements shall be kept on site and available for inspection for at
least 3 years.

13. Within 60 days of the Effective Date of this Decree, PFD shall install a
Continuous Monitoring System to monitor the Regenerative Thermal Oxidizer (“RTO™) combustion
chamber temperature, recovery bed temperature, and RTO stack exhaust temperature. Monitoring

performed by this system must conform to 40 C.F.R. § 63.695(¢). Data will be subject to record-
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keeping and reporting requirements of 40 C.F.R. Subparts DD and A at40C.F.R. §§ 63.696, 63.697.

14. Within 180 days after the Effective Date of this Decree, PFD shall comply
with the OSWRO and General NESHAFP provisions with respect to all units listed in Appendix A
of this Decree and shall implement the respective controls identified for each unit in Appendix A.
All tanks identified in Appendix A as requiring Level 2 controls shall comply with 40 C.F.R.
§ 63.685(d).

15. Within 90 days after the Effective Date of this Decree, PFD shall perform an
engineering evaluation of airflow through the closed-vent system to the RTO to ensure the closed-
vent system meets good engineering practices. PFD shall submit this evaluation to EPA and the
Regional Air Pollution Control Agency (“RAPCA™) within 120 days of the Effective Date of this
Decree; the evaluation shall include a schedule for implementing its recommendations. [nthe event
of any disagreement on the methods PFD uses or the conclusions the report reaches, the United
States and PFD shall resolve the dispute pursuant to Paragraphs 76-84 for dispute resolution. PFD
shall implement the recommendations of the engineering evaluation in accordance with the schedule
and shall amend any PTI application already submitted to request additional control measures, if
necessary. [rrespective of the engineering evaluation, the RTO shall meet the design and operation
standards for closed-vent systems and their control devices as specified in 40 C.F.R. §§ 63.693 and
63,695,

16. For purposes of this Decree, a closed vent system is either (i) a system that
is designed to operate with no detectable organic emissions using the procedure specified in 40
C.F.R. § 93.694(k), or (ii) a system that is designed to operate at a pressure below atmospheric

pressure, where the system is equipped with at least one pressure gauge or other pressure
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measurement device that can be read from a readily accessible location to verify that negative
pressure is being maintained in the closed -vent system when the control device is operating.

17. Within 180 days of the Effective Date of this Decree, PFD shall vent
displaced vapors from fuel oil loading and hazardous waste drum bulking to a control device, using
a closed vent system as described in Paragraph 16 above and a control device that achieves 95%
destruction of either total organic compounds or total HAP listed in Table 1 of 40 C.F.R 63, Subpart
DD All truck loading not vented to a control device pursuant to this Paragraph shall utilize
submerged fill.

18. Within 180 days after the Effective Date of'this Decree, PFD shall control the
fume hood vents to atmosphere from the Building G laboratory with an organic vapor control device,
which may be a carbon adsorption system. The system shall be designed and sized in order to
remove compounds that are expected to be emitted by the laboratory, and shall be operated
according to the manufacturer’s specifications. If the organic vapor control device is a carbon
adsorption system, PFD shall either replace or regenerate the carbon to remove captured volatile
organic carbon when the unit fails to meet the manufacturer’s performance specifications. PFD will
monitor the concentration level of the organic compounds in the exhaust vent from the carbon
adsorption system on a regular schedule, and when carbon breakthrough is indicated, immediately
replace either the existing carbon canister with a new carbon canister or replace the existing carbon
in the control device with fresh carbon. Measurement of the concentration level of the organic
compounds in the exhaust vent stream must be made with a detection instrument that is appropriate
for the composition of organic constituents in the vent stream and is routinely calibrated to measure

the organic concentration level expected to occur at breakthrough. Records associated with these




requirements shall be kept on site and available for inspection for at least 3 years,

19, Within 120 days afier the Effective Date of this Decree, PFD shall conduct
areview of all operating equipment to ensure use of good engineering practices to reduce emissions,
including identifying and addressing any equipment openings to the atmosphere, identifying and
addressing any odorous operations, such as tank cleaning or routine spills, and identifying and
addressing any process activities that may cause nuisance conditions. A report summarizing the
review and proposed actions shall be submitted to EPA within 60 days after the review is completed,
and PFD shall implement the plan within 180 days of submittal.

20. Within 180 days after the Effective Date of this Decree, PFD shall develop
and submit to EPA and implement an environmental management plan to include the general
categories set out in 1SO 14000,

21. Within 120 days after the Effective Date of this Decree, PFID shall install and
operate a data acquisition system for the pressure monitor located immediately upstream of the RTO
fan. The data collection performed by this system shall conform with 40 C.F.R. § 63.695(e).
Recordkeeping and reporting shall conform with 40 C.F.R.§§ 63.696, 63.697.

23, Within 120 days after the Effective Date of'this Decree, PFD shall implement
a community response plan including (1) public communication, (2) investigation procedures for
responding to air pollution complaints, (3) quarterly newsletters, and (4) record keeping. PFD will
share community response plan records with RAPCA at RAPCA’s request. A report summarizing
the community response plan shall be submitted to EPA within 60 days after the Effective Date of
the Decree.

23, Within 180 days afier the Effective Date of this Decree, PFD shall perform

-10-




an initial inspection and/or test of conservation vent setpoints on tanks subjected to Tank Level 1
Controls pursuant to Appendix A to this Decree, to confirm that the opening setpoint matches the
tanks' design limits, in accordance with 40 C.F.R.§§ 63.902(c)}(2), 63.905, and 63.906. Within 210
days after the Effective Date of this Decree, PFD shall submit to EPA the results of the initial
inspection and/or test of conservation vent setpoints and shall state each tank’s design rating, the
setpoint at which the vent opens, and all supporting documentation.

24, PFI} shall perform an annual visual inspection of all fixed roofs and
conservation vents subject to Tank Level 1 Controls pursuant to Appendix A to this Decree.
Inspections shall include visually checking equipment for defects that could result in air emissions,
including, but not limited to, connections of the conservation vents to the tank roofs, and mechanical
integrity of the pressure relief devices. PFD shall repair all detected defects as follows: PFD shall
make [irst efforts at repair of the defect no later than 5 days after detection, and repair shall be
completed as soon as possible but no later than 435 days after detection except that repair of a defect
may be delayed beyond 45 days if PFD determines that repair of the defect requires emptying or
temporary removal from service of the tank and no alternative tank capacity is available at the site
to accept the regulated material normally managed in the tank. PFD shall prepare and maintain
documentation describing the defect, explaining why alternative storage capacity is not available,
and specify a schedule of action that will ensure the equipment will be repaired or the tank emptied
as soon as possible. Repairs of defects, dates of inspections, and corrective actions taken to repair
defects shall be recorded by PFD. Inspection and corrective action records shall be maintained at
the facility, including the date of inspection, the location of the defect, a description of the defect,

the date of detection, and corrective action taken to repair the defect, for a period of 5 years. In the




event that repair of the defect is delayed in accordance with this provision, PFD shall also record the
reason for the delay and the date that completion of repair of the defect is expected.

25, PFD shall perform quarterly visual inspections ofthe closed vent system using
the procedure outlined in 40 CFR § 63.695(c).

26. PFD shall perform a visual inspection of the wastewater transfer lines for
defects that could result in liquid leaks on the wastewater transfer lines at least once a day on days
of operation. PFD shall repair all detected liquid leaks as follows: PFD shall make first efforts at
repair of the liquid leak no later than 5 days after detection, and repair shall be completed as soon
as possible but no later than 45 days after detection except that repair of a defect may be delayed
beyond 45 days if PFD determines that repair of the defect requires emptying or temporary removal
from service of the transfer system and no alternative transfer system capacity is available at the site
to accept the regulated material normally managed in the transfer system. PFD shall repair the
defect the next time the process or unit that is generating the material handled by the transfer system
stops operation. Repairs of liquid leaks, dates of inspections, and corrective actions taken to repair
liquid leaks shall be recorded by PFD. Inspection and corrective action records shall be maintained
at the facility, including the date of inspection, the location of the liquid leak, a description of the
liquid leak, the date of detection, and corrective action taken to repair the liquid leak. In the event
that repair of the defect is delayed in accordance with this provision, PFD shall also record the
reason for the delay and the date that completion of repair of the defect is expected. Records of
these inspections shall be kept on site, available for review, for a period of 5 years.

27.  PFD shall not heat tanks S-6, S-7, 8-13, S-14, §-21, 8-22, 8§-23, §-24, S-28,

and W-4 without installing, prior to heating, a closed-vent system as described in Paragraph 16
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above which captures the emissions from the tank and vents those emissions to a control device that
achieves 95% destruction of either total organic compounds or total HAP listed in Table 1 of 40
C.F.R Part 63, Subpart DD. To maintain an adequate volume of heated tank capacity during
compliance activities, for a period not to exceed 180 days after the effective date of this Decree,
Perma-Fix may take the following actions. Perma-Fix may temporarily heat any of the above tanks
without connection to the closed vent system if that tank is being used as a direct replacement for
a tank elsewhere in the facility that is out of service while it is being connected to the closed vent
system. Perma-Fix may not heat more tanks than are necessary to provide replacement capacity for
tanks taken out of service while being connected to the closed vent system. Any of the above tanks
s0 heated must have the heating discontinued once the original tank is connected to the closed vent
system and returned to service.
Standard Operating Procedures and Plans

28, Within 30 days of the Effective Date of this Decree, PFD shall implement and
comply with the Containment Areas Standard Operating Procedure (“SOP™) attached hereto as
Appendix C.

29, Within 30 days of the Effective Date of this Decree, PFD shall implement and
comply with the Bioplant SOP attached hereto as Appendix D.

30. Within 30 days ofthe Effective Date of'this Decree, PFD shall implement and
comply with the Solidification Process SOP attached hereto as Appendix E.

31, Within 90 days of the Effective Date of this Decree, PFD shall submitto EPA,
with a copy to RAPCA, startup, shutdown, and malfunction plans as provided for in 40 C.F.R.

§ 63.6(e)(3) for all emission units listed in Appendix A.
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32. Within 90 days of the Effective Date of this decree, PFD shall develop and
submit to EPA, with a copy to RAPCA, an SOP that explains how PFD will load material into tanker
trucks to comply with Paragraphs 11 and 17 of this Decree.

33. Within 120 days after the Effective Date of this Decree, PFD shall develop
and submit to EPA, with a copy to RAPCA, an SOP that explains how PFD will limit materials
accepted and handled in order to assure it will not violate its permits, Subpart DD, or cause
excessive odors off-site.

Permits

34. Within 90 days after the Eftective Date of'this Decree, PFD shall apply to the
Ohio Environmental Protection Agency through RAPCA for Permits to Install (“PTIs") for all units
listed in Appendix A, and within 180 days afier the Effective Date of this Decree, PFD shall submit
a Clean Air Act Title V permit application pursuant to 40 C.F.R. Part 70 and the Ohio CAA Title
V permit program at O.A.C. § 3745-77 to RAPCA, with copies of all applications sent to EPA. The
PTI applications and the Title ¥ Permit application shall provide all necessary information and meet
all legal requirements in order for them to be complete, accurate, and approvable. PFD shall request
as part of its PT1 applications, which will be incorporated into its Title V permit application, the
following enforceable provisions:

a. PFD shall request that the level of control identified for each unit in
Appendix A be incorporated as federally enforceable requirements pursuant to OLA.C. § 3745-31,
subject to RAPCA review and approval. Where Tank Level 2 controls are specified by Appendix
A, PFD shall propose that the appropriate emission control is a closed vent system as described in

Paragraph 16 above and a control device that achieves 95% destruction of either total organic
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compounds or total HAP listed in Table 1 of 40 C.F.R 63, Subpart DD,

Bioplant:

b.

c.

PFD shall request that the following additional controls apply to the

ii.

iii.

For each day the bioplant is fed, the SBR and VDR must
maintain DO levels above 1.0 ppm during the last two hours
of the aeration stage of each batch. The SBR and VDR may
fail to meet this limit, but not more than one batch every two
calendar weeks, as long as the subsequent batch is extended
so that the reactor is allowed to aerate until the DO level is
above 1.0 ppm for at least two hours,

The wastewater feed to the SBR and VDR shall have a
maximum food to microorganism (F/M) ratio of 0.30,
measured as Ib TOC influent / Ib MLVSS. The wastewater
feed TOC shall be sampled and measured from the bioplant
feed tank (currently T-706B). The MLWVSS shall be sampled
and measured from the SBR and VDR. Compliance with the
F/M ratio shall be determined on a weekly average basis. The
F/M shall be calculated on a daily basis.

The bioplant blowers shall not supply more than a total of

4,500 actfim of air to the SBR. and VDR, combined.

PFD shall request in their PTI applications that the requirements of

Paragraphs 12, 17, 21, 24, 25, 26, and 27 be incorporated into the PTls.
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35. PFD shall submit copies of the Standard Operating Procedures for the
Containment Areas, Bioplant, and Solidification Process described in Paragraphs 28, 29, and 30 as
part of its PT1 applications,

36. In the event there is a discrepancy between a PTI in existence as of the
Effective Date of this Decree and any requirements of this Decree, PFD shall apply for a
modification of the relevant PTI(s) to incorporate the level of control or operating practices specified
in this Decree.

37. Approval of Deliverables. After review ofany plan, report, or other item that

is required to be submitted to the United States for approval pursuant to this Consent Decree, EPA
shall in writing: (a) approve the submission; (b) approve the submission upon specified conditions;
(c) approve part of the submission and disapprove the remainder; or (d) disapprove the submission.

38. I the submission is approved pursuant to Paragraph 37(a), PFD shall take all
actions required by the plan, report, or other document, in accordance with the schedules and
requirements of the plan. report, or other document, as approved. If the submission is conditionally
approved or approved only in part, pursuant to Paragraph 37(b) or (c). PFD shall, upon written
direction of EPA, take all actions required by the approved plan, report, or other item that EPA
determines are technically severable from any disapproved portions, subject to PFD's right to
dispute only the specified conditions or the disapproved portions, under Section X of this Decree
(Dispute Resolution).

39. If the submission is disapproved in whole or in part pursuant to Paragraph
3T7(c) or (d), PFD shall, within 30 days or such other time as the United States and PFD agree to in

writing, correct all deficiencies and resubmit the plan, report, or other item, or disapproved portion
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thereof, for approval, in accordance with the preceding Paragraphs or invoke Dispute Resolution
pursuant to Section X of this Decree. 1fthe resubmission is approved in whole or in part, PFD shall
proceed in accordance with the preceding Paragraph.

40. Any stipulated penalties applicable to the original submission, as provided
in Section VIII of this Decree, shall accrue during the 30-day period or other specified period, but
shall not be payvable unless the resubmission is untimely or is disapproved in whole or in part;
provided that, if the original submission was so deficient as to constitute a material breach of PFD’s
obligations under this Decree, the stipulated penalties applicable to the original submission shall be
due and payable notwithstanding any subsequent resubmission.

4]1. If'a resubmitted plan, report, or other item, or portion thereof, is disapproved
in whole or in part, EPA may again require PFD to correct any deficiencies, in accordance with the
preceding Paragraphs, or may itsell correct any deficiencies, subject to PFD’s right to invoke
Dispute Resolution and the right of EPA to seek stipulated penalties as provided in the preceding
Paragraphs.

42, Permits. Where any compliance obligation under this Section requires PFD
to obtain a federal, state, or local permit or approval, PFD shall submit timely and complete
applications and take all other actions reasonably necessary to obtain all such permits or approvals.
PFD may seek relief under the provisions of Section IX of this Consent Decree (Force Majeure) for
any delay in the performance of any such obligation resulting from a failure to obtain, or a delay in
obtaining, any permit or approval required to fulfill such obligation beyond PFD’s reasonable
control, so long as PFD has submitted timely and complete applications and has taken all other

actions reasonably necessary to obtain all such permits or approvals.
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VI, SUPPLEMENTAL ENVIRONMENTAL PROJECTS

43. PFD shall implement the following Supplemental Environmental Projects
(“SEPs™) as described in Appendix F to this Consent Decree: (1) painting of unheated tanks; (2)
addition of demister to the RTO; and (3) addition of puff chamber to RTO. The SEPs shall be
completed within 180 days afier the efTective date of this Decree. In implementing the SEP, PFD
shall spend not less than $562,000 in eligible SEP costs. Eligible SEP costs include the costs of
planning and implementing the SEPs.

44, PFD is responsible for the satisfactory completion of the SEPs in accordance
with the requirements of this Decree. “Satisfactory completion™ means that PFD shall complete the
work in accordance with all work plans and specifications for the project and shall spend not less
than the amount set forth in Paragraph 43. PFD may use contractors or consultants in planning and
implementing the SEPs.

45. With regard to the SEPs, PFFD certifies the truth and accuracy of each of the
following:

a. that all cost information provided to EPA in connection with EPA’s
approval of the SEPs is complete and accurate and represents a fair estimate of the costs necessary
to implement the SEPs;

b. that, as of the date of executing this Decree, PFD is not required o
perform or develop the SEPs by any federal, state, or local law or regulation and is not required to
perform or develop the SEPs by agreement, grant, or as injunctive reliefawarded in any other action
in any forum;

C. that the SEPs are not projecis that PFD was planning or intending to
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construct, perform, or implement other than in settlement of the claims resolved in this Decree;
d. that PFD has not received and will not receive credit for the SEPs in
any other enforcement action; and
€. that PFD will not receive any reimbursement for any portion of the
SEPs from any other person.
46.  SEP Completion Report
a. Within 30 days afier the date set for completion of the SEPs, PFD shall
submit a SEP Completion Report to the United States, in accordance with Section XIV of this
Consent Decree (Notices). The SEP Completion Report shall contain the following information:
i a detailed description of the SEPs as implemented;
ii. a description of any problems encountered in completing the SEPs and the
solutions thereto;
iii. an itemized list of all eligible SEP costs;
v, certification that the SEPs have been fully implemented pursuant to the
provisions of this Decree; and
v, a description of the environmental and public health benefits resulting from
implementation of the SEPs (with a guantification of the benefits and
pollutant reductions, if feasible).
47, EPA may, in its sole discretion, require information in addition to that
described in the preceding Paragraph, in order to determine the adequacy of SEP completion or
eligibility of SEP costs, and PFD shall provide such information.

48. After receiving the SEP Completion Report, the United States shall notify
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PFD whether or not PFD has satisfactorily completed the SEPs. If the SEPs have not been
satisfactorily completed in accordance with all applicable work plans and schedules, or if the amount
expended on performance of the SEPs is less than the amount set forth in Paragraph 43, stipulated
penalties may be assessed under Section VIII of this Consent Decree.

49.  Disputes concerning the satisfactory performance of the SEPs and the amount
of eligible SEP costs may be resolved under Section X of this Decree (Dispute Resolution). No
other disputes arising under this Section shall be subject to Dispute Resolution,

50. Each submission required under this Section shall be signed by an official
with knowledge of the SEP and shall bear the certification language set forth in Paragraph 56.

51 Any public statement, oral or written, in print, film, or other media, made by
PFD making reference to the SEPs under this Decree shall include the following language: “This
project was undertaken in connection with the settlement of an enforcement action, Fisher and the

United States v. Perma-Fix of Dayvton, taken on behalf of the U.5. Environmental Protection Agency

under the Clean Air Act.”
52. For Federal Income Tax purposes, PFD agrees that it will neither capitalize

into inventory or basis nor deduct any costs or expenditures incurred in performing the SEPs.

VII. REPORTING REQUIREMENTS

53. PFD shall submit the following reports:
. Within 30 days after the end of each calendar-year quarter (i.e., by
April 30, July 30, October 30, and January 30) following the Effective Date of this Consent Decree,

until termination of this Decree pursuant to Section XVIII, PFD shall submit a quarterly report for
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the preceding quarter that shall include (i) status of compliance measures; (ii) completion of
milestones; (iii) problems encountered or anticipated, together with implemented or proposed
solutions; (iv) status of permit applications; (v) a discussion of PFD’s progress in satisfying its
obligations in connection with the three SEPs under Section V1 of this Decree including, at a
minimum, a narrative description of activities undertaken; status of any construction or compliance
measures, and a summary of costs incurred since the previous report; and (vi) other matters as
identified by the United States and PFD.

b. The quarterly report shall also include a description of any non-
compliance with the requirements of this Consent Decree and an explanation of the violations likely
cause and of the remedial steps taken, or to be taken, to prevent or minimize the effect and
recurrence of such violation. If the cause of a violation cannot be fully explained at the time the
report is due, PFD shall so state in the report. PFD shall investigate the cause of the violation and
shall then submit an amendment to the report, including a full explanation of the cause of the
violation, within 30 days of the day PFD becomes aware of the cause of the violation. Nothing in
this Paragraph or the following Paragraph relieves PFD of its obligation to provide the notice
required by Section X of this Consent Decree (Force Majeure).

a4, Whenever any violation of this Consent Decree or any other event affecting
PFI)’s performance under this Decree, or the performance of its Facility, may pose an immediate
threat to the public health or welfare or the environment, PFD shall notify EPA orally or by
electronic or facsimile transmission as soon as possible, but no later than 24 hours after PFD first
knew of the violation or event. This procedure is in addition to the requirements set forth in the

preceding Paragraph.
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55.  Allreports shall be submitted to the persons designated in Section XIV of this
Consent Decree (MNotices).

56. Each report submitted by PFD under this Section shall be signed by an official
of the submitting party and include the following certification:

I certify under penalty of law that this document and all attachments

were prepared under my direction or supervision in accordance with

a system designed to assure that qualified personnel properly gather

and evaluate the information submitted. Based on my inquiry of the

person or persons who manage the system, or those persons directly

responsible for gathering the information, the information submitted

is, to the best of my knowledge and belief, true, accurate, and

complete. I am aware that there are significant penalties for

submitting false information, including the possibility of fine and

imprisonment for knowing violations,

This certification requirement does not apply to emergency or similar notifications where
compliance would be impractical.

57. The reporting requirements of this Consent Decree do not relieve PFD of any
reporting obligations required by the Clean Air Act or implementing regulations, or by any other
federal, state, or local law, regulation, permit, or other requirement.

58. Any information provided pursuant to this Consent Decree may be used by
the United States in any proceeding to enforce the provisions of this Consent Decree and as

otherwise permitted by law.

VIIL STIPULATED PENALTIES

59. PFD shall be liable for stipulated penalties to the United States for violations
of this Consent Decree as specified below, unless excused under Section IX (Force Majeure). A
violation includes failing to perform any obligation required by the terms of this Decree, including

any work plan or schedule approved under this Decree, according to all applicable requirements of
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this Decree and within the specified time schedules established by or approved under this Decree.

60, Late Payment of Civil Penalty 1f PFD fails to pay the civil penalty required

to be paid under Section IV of this Decree (Civil Penalty) when due, PFD shall pay a stipulated
penalty of $5,000 per day for each day that the payment is late.

61, Compliance Milestones

a. The following stipulated penalties shall accrue per violation per day

for each violation of the requirements identified in Subparagraph b:

Penalty Per Violation Per Day Period of Moncompliance
$2,500 1st through 14th day
$5,000 15th through 30th day
$7,500 3 1st day and beyond

b. Paragraphs 12, 13, 14, 15, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27,
28,29, 30, 31, 32, 33, 34, 35, and 36.

62, Reporting Requirements. The following stipulated penalties shall accrue per

violation per day for each violation of the reporting requirements of Section VII of this Consent

Decree:

Penalty Per Violation Per Day Period of Moncompliance
£1,000 1st through 14th day
$2,000 15th through 30th day
£5,000 31st day and beyond

63, SEP Compliance
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a. If PFD fails to satisfactorily complete the SEPs by the deadline set
forth in Paragraph 43, PFD shall pay stipulated penalties for each day for which it fails to

satisfactorily complete each SEP, as follows:

Penalty Per Violation Per Day Period of Noncompliance
52,500 Ist through 14th day
55,000 I 5th through 30th day
$7,500 31st day and beyond
b. If PFD fails to implement any of the three SEPs, or halts or abandons

work on any of the three SEPs, PFD shall pay stipulated penalties as set forth below:

i. For failing to implement, halting or abandoning work on the
painting of unheated tanks SEP, PFD shall pay a stipulated penalty of $65,000;

il. For failing to implement, halting or abandoning work on the
addition of demister to the RTO SEP, PFD shall pay a stipulated penalty of $1835,000;

iii. For failing to implement, halting or abandoning work on the
addition of puff chamber to the RTO SEP, PFD shall pay a stipulated penalty of $200,000.
The penalties under this subparagraph shall accrue as of the date specified for completing the SEP
or the date performance ceases, whichever is earlier.

64. Except as provided in subparagraph 63.b, above, stipulated penalties under

this Section shall begin to accrue on the first business day after performance is due or on the day a
violation occurs, whichever is applicable, and shall continue to accrue until performance is
satisfactorily completed or until the wviolation ceases. Stipulated penalties shall accrue

simultaneously for separate violations of this Consent Decree.,
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63, PFD shall pay any stipulated penalty within 30 days of receiving the United
States” written demand.

66, The United States may in the unreviewable exercise of its discretion, reduce
or waive stipulated penalties otherwise due it under this Consent Decree.,

67. Stipulated penalties shall continue to accrue as provided in Paragraph 64,
during any Dispute Resolution, but need not be paid until the following:

a. If the dispute is resolved by agreement or by a decision of EPA that
is not appealed to the Court, PFD shall pay accrued penalties determined to be owing, together with
interest, to the United States within 30 days of the effective date of the agreement or the receipt of
EPA’s decision or order.

b. If the dispute is appealed to the Court and the United States prevails
in whole or in part, PFD shall pay all accrued penalties determined by the Court to be owing,
together with interest, within 60 days of receiving the Court’s decision or order, except as provided
in Subparagraph ¢, below. Nothing in this Subparagraph shall be construed to require payment of
any penalties that the United States waived pursuant to Paragraph 66.

C. Ifany Party appeals the District Court’s decision and the United States
prevails in whole or in part, PFD shall pay all accrued penalties determined by the Court of Appeals
to be owing, together with interest, within 15 days of receiving the final appellate court decision.

68. PFD shall pay stipulated penalties owing to the United States in the manner
set forth and with the confirmation notices required by Paragraph 10, except that the transmittal
letter shall state that the payment is for stipulated penalties and shall state for which violation(s) the

penalties are being paid.
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69, PFD shall not deduct stipulated penalties paid under this Section in
calculating its federal income tax.

70. IFPFD fails 1o pay stipulated penalties according to the terms of this Consent
Decree, PFD shall be liable for interest on such penalties, as provided for in 28 US.C. § 1961,
accruing as of the date payment became due. Nothing in this Paragraph shall be construed to limit
the United States from seeking any remedy otherwise provided by law for PFD’s failure to pay any
stipulated penalties.

71. Subject to the provisions of Section X1 of this Consent Decree (Effect of
Settlement/Reservation of Rights), the stipulated penalties provided for in this Consent Decree shall
be in addition to any other rights, remedies, or sanctions available to the United States for PFD’s
violation of this Consent Decree or applicable law. Where a violation of this Consent Decree is also
a violation of the Act (“Act™), 42 U.S.C. § 7401 ef seq., and its implementing regulations, PFD shall
be allowed a credit, for any stipulated penalties paid, against any statutory penalties imposed for
such violation.

IX. FORCE MAJEURE

72, “Force majeure,” for purposes of this Consent Decree, is defined as any event
arising from causes beyond the control of PFD, of any entity controlled by PFD, or of PFD’s
contractors, that delays or prevents the performance of any obligation under this Consent Decree
despite PFD’s best efforts to fulfill the obligation. *“Best efforts™ includes anticipating any
reasonably foreseeable potential force majeure event and addressing the effects of any such event
(a) as it is occurring and (b) afier it has occurred, to prevent or minimize any resulting delay to the

greatest extent reasonably possible. “Force Majeure™ does not include PFI}'s financial inability to
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perform any obligation under this Consent Decree.

73. PFD shall provide notice orally or by electronic or facsimile transmission as
so0n as possible, but not later than 72 hours after the time PFD first knew of, or by the exercise of
due diligence, should have known of, a claimed force majeure event. PFD shall also provide written
notice, as provided in Section X1V of this Consent Decree (Notices), within seven days of the time
PFD first knew of, or by the exercise of due diligence, should have known of, the event. The notice
shall state the anticipated duration of any delay; its cause(s); PFI)’s past and proposed actions to
prevent or minimize any delay; a schedule for carrying out those actions; and PFID’s rationale for
attributing any delay to a force majeure event. Failure to provide oral and written notice in a timely
manner as required by this Paragraph shall preclude PFD from asserting any claim of foree majeure,
unless the delay was not reasonably avoidable based on all relevant circumstances.

74. Ifthe United States agrees that a force majeure event has occurred, the United
States may agree to extend the time for PFD to perform the affected requirements for the time
necessary to complete those obligations. An extension of time to perform the obligations affected
by a force majeure event shall not, by itself, extend the time to perform any other obligation not
affected by a force majeure event.

73. If the United States does not agree that a force majeure event has occurred,
or does not agree to the extension of time sought by PFD, the United States shall notify PFD of its
position and the reason(s) therefor in writing. The United States” position shall be binding, unless
PFD invokes Dispute Resolution under Section X of this Consent Decree. Inany such dispute, PFD
bears the burden of proving, by a preponderance of the evidence, that each claimed force majeure

event is in fact a force majeure event within the meaning of this Section X, that PFD gave the notice
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required by Paragraph 73, that the force majeure event caused the delay PFD claims was attributable
to that event, and that PFD exercised best efforts to prevent or minimize that delay.

X. DISPUTE RESOLUTION

76. Unless otherwise expressly provided for in this Consent Decree, the dispute
resolution procedures of this Section shall be the exclusive mechanism to resolve disputes arising
under or with respect to this Consent Decree. PFD’s failure to seek resolution of a dispute under
this Section shall preclude PFD from raising any such issue as a defense to an action by the United
States to enforce any obligation of PFD arising under this Decree. The procedures set forth in this
Section do not apply to actions by the United States to enforce obligations of PFD that have not been
disputed in accordance with this Section.

77.  Except as otherwise expressly provided in this Consent Decree, the dispute
resolution procedures set forth in this Section X shall be available to resolve any and all disputes
arising under this Consent Decree, provided that the Party invoking the procedures has made a good
faith attempt to informally resolve the matter with the other Party involved.

78.  The dispute resolution procedure required herein shall be invoked upon the
giving of written notice by one of the Parties to this Consent Decree to the other advising the other
Party of a dispute pursuant to Section X. The notice shall describe the nature of the dispute and shall
state the noticing Party’s position with regard to such dispute. The Party receiving such notice will
acknowledge receipt of the notice and the Parties shall expeditiously schedule a meeting to discuss
the dispute informally not later than fourteen (14) days from the receipt of such notice.

79.  Disputes submitted to dispute resolution shall, in the first instance, be the

subject of informal negotiations between the Parties. Such period of informal negotiations shall not
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extend beyond thirty (30) days from the date of the first meeting between representatives of the
Parties, unless the Parties agree that this period should be shortened or extended.

80. In the event that the Parties are unable to reach agreement during such
informal negotiations period, the United States shall provide PFD with a written summary of its
position regarding the dispute. The position advanced by the United States will be considered
binding unless, within forty-five (45) days of PFD’s receipt of the written summary, PFD invokes
formal dispute resolution by filing with the Court a petition which describes the nature of'the dispute
and PFD’s position on the dispute. The United States shall respond to the petition within forty-five
(45) days of filing.

Bl. In a formal dispute resolution proceeding under this Section, PFD shall bear
the burden of demonstrating that its position complies with this Consent Decree and the Act. The
Court shall decide the dispute based upon applicable principles of law. The United States reserves
the right to argue that its position is reviewable only on the administrative record and must be upheld
unless arbitrary and capricious or otherwise not in accordance with law. PFD reserves the right to
argue that the burden of proof for demonstrating that its position complies with this Consent Decree
and the Act is by a preponderance of the evidence.

R3. Where the nature of the dispute is such that a more timely resolution of the
issue 1s required, the time periods set forth in this Section X may be shortened upon motion of one
of the Parties to the dispute or by agreement of the Parties to the dispute.

83.  The United States and PFD do not intend that the invocation of this Section
X will cause the Court to draw any inferences nor establish any presumptions adverse to either

United States or PFD as a result of invocation of this Section.
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84, In appropriate circumstances, as part of the resolution of any matter submitted
to this Court under this Section X, the United States and PFD may agree to, or the Court may order,
an extension or modification of the schedule for completion of work under the Consent Decree Lo
account for the delay in the work that occurred as a result of dispute resolution. PFD shall be liable
for stipulated penalties for its failure thereafter to complete the work in accordance with the
extended or modified schedule. Invocation of dispute resolution with respect to any of PFD’s
obligations under this Consent Decree shall not, of itself, excuse or extend the time for performance
of any other obligation of PFD under this Consent Decree.

X1, INFORMATION COLLECTION AND RETENTION

85, The United States and its representatives, including attorneys, contractors, and
consultants, shall have the right of entry into any facility covered by this Consent Decree, at all
reasonable times, upon presentation of credentials, to:

a. monitor the progress of activities required under this Consent Decree;

b. verify any data or information submitted to the United States in
accordance with the terms of this Consent Decree;

C. obtain samples and, upon request, splits of'any samples taken by PFD
or its representatives, contractors, or consultants;

d. obtain documentary evidence, including photographs and similar data;
and

€. assess PFD’s compliance with this Consent Decree.

86. Upon request, PFD shall provide EPA or its authorized representatives splits

of any samples taken by PFD. Upon request, EPA shall provide PFD splits of any samples taken
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by EPA.

§7. PFD shall preserve and maintain, during the pendency of this Consent
Decree, at least one legible copy of all reports required to be generated by PFD under this Consent
Decree, together with documentation, in either electronic or hard copy form, of the research and data
used to generate such reports or which otherwise demonstrate the performance of PFD’s obligations
under this Consent Decree.  In addition, all memoranda, written or electronic communications,
meeting minutes, and drafis prepared in connection with each report required to be generated by
PFD under this Consent Decree, and relevant to the issue of the adequacy of PFD’s performance of
its obligations under this Consent Decree, shall be maintained until one (1) year following EPA's
written approval of each final report, regardless of any corporate document retention policy to the
contrary. Where a report does not require EPA's written approval such documents must be
maintained until one (1) year after submission to EPA.

BE. Notwithstanding the provisions of the above Paragraph, PFD may request in
writing permission from EPA to not preserve, to not maintain, or to destroy certain specified
categories of documents. PFD’s obligations under the above Paragraph will remain unchanged,
however, unless and until EPA in its discretion issues written approval of the request.

B9, At the conclusion of the information-retention period provided in the
preceding Paragraph, PFD shall notify the United States at least 90 days prior to the destruction of
any documents, records, or other information subject to the requirements of the preceding Paragraph
and, upon request by the United States, PFD shall deliver any such documenis, records, or other
information to EPA. PFD may assert that certain documents, records, or other information are

privileged under the attorney-client privilege or any other privilege recognized by federal law. If
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PFD asserts such a privilege, it shall provide the United States the following: (1) the title of the
document, record, or information; (2) the date of the document, record, or information; (3) the name
and title of each author of the document, record, or information; (4) the name and title of each
addressee and recipient; (5) a description of the subject of the document, record, or information; and
(6) the privilege asserted by PFD.

90.  PFD may also assert that information required to be provided under this
Section is protected as Confidential Business Information (“CBI”) under 40 C.F.R. Part 2. Astoany
information that PFD seeks to protect as CBI, PFD shall follow the procedures set forth in 40 C.F.R.
Part 2.

91. This Consent Decree in no way limits or affects any right of entry and
inspection, or any right to obtain information, held by the United States pursuant to applicable
federal laws, regulations, or permits, nor does it limit or affect any duty or obligation of PFD to
maintain documents, records, or other information imposed by applicable federal or state laws,
regulations, or permits,

XII. EFFECT OF SETTLEMENT/RESERVATION OF RIGHTS

92. This Consent Decree resolves only the civil claims of the United States for
the violations alleged in the Amended Complaint in Intervention filed in this action, the ¢laims for
violations in EPA’s Notice of Vielation EPA-5-06-0H-3, the claims for violations in EPA’s Finding
of Violation EPA-5-04-OH-03, and the claims for violations in EPA s Administrative Order EPA-5-
04-113(a)-0OH-03, through the date of lodging of this Consent Decree. This Consent Decree does
not limit or affect Plaintift Fisher’s right or ability to pursue her Fourth Claim for Relief, her Ohio

Air Nuisance Claim pursuant to Ohio Administrative Code 3745-15-07.
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93. The United States reserves all legal and equitable remedies available to
enforce the provisions of this Consent Decree, except as expressly stated in Paragraph 92.  This
Consent Decree shall not be construed to limit the rights of the United States to obtain penalties or
injunctive relief under the Act or implementing regulations, or under other federal laws, regulations,
or permit conditions, except as expressly specified in Paragraph 92,

94, This Consent Decree is not a permit, or a modification of any permit, under
any federal, State, or local laws or regulations, PFD is responsible for achieving and maintaining
complete compliance with all applicable federal, State, and local laws, regulations, and permits; and
PFID’s compliance with this Consent Decree shall be no defense to any action commenced pursuant
to any such laws, regulations, or permits. The United States does not, by its consent to the entry of
this Consent Decree, warrant or aver in any manner that PFD’s compliance with any aspect of this
Consent Decree will result in compliance with provisions of the Act, 42 U.S.C. §§ 7401 er seq., or
with any other provisions of federal, State, or local laws, regulations, or permits.

95,  This Consent Decree does not limit or affect the rights of PFD or of the
United States against any third parties, not party to this Consent Decree, nor does it limit the rights
of'third parties, not party to this Consent Decree, against PFD, except as otherwise provided by law.

96. This Consent Decree shall not be construed to create rights in, or grant any
cause of action to, any third party not party to this Consent Decree.

X, COSTS

97, The United States and PFD shall bear their own costs of this action, including

attorneys” fees, except that the United States shall be entitled to collect the costs (including

attorneys’ fees) incurred in any action necessary to collect any portion of the civil penalty or any
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stipulated penalties due but not paid by PFD.
XIV. NOTICES
Q7. Unless otherwise specified herein, whenever notifications, submissions, or
communications are required by this Consent Decree, they shall be made in writing sent by U.5,
Mail, with a copy sent by facsimile, and addressed as follows:

To the United States:

Chief, Environmental Enforcement Section
Environment and Natural Resources Division
U.S. Department of Justice

Box 7611 Ben Franklin Station

Washington, D.C. 20044-7611

Re: DOJ Na. 90-5-2-1-08318

and

Compliance Tracker

U.S. Environmental Protection Agency
Region 5

77 West Jackson Blvd.

Mail Code: AE-17]

Chicago, IL 60604

To Perma-Fix

Mr. John Staton, or current Plant Manager Scott Ellis

Perma-Fix of Dayton, Inc. Business, Government & Legal Affairs Manager
300 Cherokee Drive Perma-Fix Environmental Services, Inc,
Dayton, OH 45427 701 Scarboro Roead, Suite 300

Oak Ridge, TN 37830
99. Either the United States or PFD may, by written notice to the other Party,

change its designated notice recipient or notice address provided above.
100.  Notices submitted pursuant to this Section shall be deemed submitted upon

mailing, unless otherwise provided in this Consent Decree or by mutual agreement of the United
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States and PFD in writing.

XV. EFFECTIVE DATE

101.  The Effective Date of this Consent Decree shall be the date upon which this
Consent Decree 15 entered by the Court.
XVI. RETENTION OF JURISDICTION
102.  The Court shall retain jurisdiction over this case until termination of this
Consent Decree, for the purpose of resolving disputes arising under this Decree or entering orders
modifying this Decree, pursuant to Sections X and XVII, or effectuating or enforcing compliance
with the terms of this Decree.

XVII. MODIFICATION

103.  The terms of this Consent Decree, including any attached appendices and
Sections | and 7 from the Standard Operating Procedures , may be modified only by a subsequent
written agreement signed by the United States and PFD. Where the modification constitutes a
material change to this Decree, it shall be effective only upon approval by the Court.  All sections
of the Standard Operating Procedures other than Sections 1 and 7 may be modified without prior
written agreement or approval of the United States.

104.  Any disputes concerning modification of this Decree shall be resolved
pursuant to Section X of this Decree (Dispute Resolution), provided, however, that, the Party
seeking the modification bears the burden of demonstrating that it is entitled to the requested

modification in accordance with Federal Rule of Civil Procedure 60(b).
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XV, TERMINATION

105. After PFD has completed the requirements of Section V (Compliance
Requirements) and Section V1 (Supplemental Environmental Projects) of this Decree and has
thereafter maintained continuous satisfactory compliance with this Consent Decree for a period of
three years and has paid the civil penalty and any acerued stipulated penalties as required by this
Consent Decree, PFD) may serve upon the United States a Request for Termination, stating that PFD
has satisfied those requirements, together with all necessary supporting documentation.

106. Following receipt by the United States of PFD’s Request for Termination, the
United States and PFD shall confer informally concerning the Request and any disagreement that
the United States and PFD may have as to whether PFD has satisfactorily complied with the
requirements for termination of this Consent Decree. Ifthe United States agrees that the Decree may
be terminated, the United States and PFD shall submit, for the Court’s approval, a joint stipulation
terminating the Decree.

107.  If the United States does not agree that PFD has satisfied the requirements
set forth in Paragraph 105 above, PFD may invoke Dispute Resolution under Section X of this
Decree. However, PFD shall not seek Dispute Resolution of any dispute regarding termination until
6() days after service of its Request for Termination.

XIX. PUBLIC PARTICIPATION

108, This Consent Decree shall be lodged with the Court for a period of not less
than 30 days for public notice and comment in accordance with 28 C.F.R. § 50.7. The United States
reserves the right to withdraw or withhold its consent if the comments regarding the Consent Decree

disclose facts or considerations indicating that the Consent Decree is inappropriate, improper, or
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inadequate. PFD consents to entry of this Consent Decree without further notice and agrees not to
withdraw from or oppose entry of this Consent Decree by the Court or to challenge any provision
of the Decree, unless the United States has notified PFD in writing that it no longer supporis entry
of the Decree.

XX, BIGNATORIES/SERVICE

109, Each undersigned representative of PFD and the undersigned delegate of the
Attorney General of the United States certifies that he or she is fully authorized to enter into the
terms and conditions of this Consent Decree and to execute and legally bind the Party he or she
represents to this document.

110,  This Consent Decree may be signed in counterparts, and its validity shall not
be challenged on that basis. The Parties agree to accept service of process by mail, with a copy by
facsimile, with respect to all matters arising under or relating to this Consent Decree and to waive
the formal service requirements set forth in Rules 4 and 5 of the Federal Rules of Civil Procedure
and any applicable Local Rules of this Court including, but not limited to, service of’ a summons;

service is deemed complete upon mailing.

XX INTEGRATION

111.  This Consent Decree constitutes the final, complete, and exclusive agreement
and understanding among the United States and PFD with respect to the settlement embodied in the
Decree and supersedes all prior agreements and understandings, whether oral or written, concerning
the seitlement embodied herein. Other than deliverables that are subsequently submitted and
approved pursuant to this Decree, no other document, nor any representation, inducement,

agreement, understanding, or promise, constitutes any part of this Decree or the settlement it
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represents, nor shall it be used in construing the terms of this Decree.

XXI FINAL JUDGMENT

112, Upon approval and entry of this Consent Decree by the Court, this Consent
Deeree shall constitute a final judgment of the Court as to the United States and PFD. The Court
finds that there is no just reason for delay and therefore enters this judgment as a final judgment
under Fed. R. Civ. P. 54 and 58.

XXIL. APPENDICES

113.  The following appendices are attached to and part of this Consent Decree:

“Appendix A is the list of emission sources and controls at the Facility.

“Appendix B is the Facility map.

“Appendix C” is the Containment Areas SOP.

“Appendix D™ is the Bioplant SOP.

“Appendix E” is the Solidification Process SOP,

“Appendix F” is the list of Supplemental Environmental Projects

Dated and entered this day of . 2008,

The Honorable Michael R, Merz
UNITED STATES MAGISTRATE JUDGE, SOUTHERN DISTRICT OF OHIO
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THE UNDERSIGNED PARTIES enter into this Consent Decree in the matter of Fisher, et al.. v,
Perma-Fix of Dayton, Ine., No. 3:04 CV 418 (S.D. Ohio)

FOR DEFENDANT PERMA-FIX OF DAYTON. INC.

115212007 Perma-Fix of Dayton, Inc.
Date Name of Defendant

300 Cherokee Drive, Davton, OH 45427
Address

937-268-6301
Telephone Number

By:

Mr. Larry McNamara
Mame of Officer (please type or print)

St 5

Signature of Officer

Vice President
Title

If different from above, the following is the name and address of PFD's agent for service and, if
PFD has counsel, the name and address of PFD's counsel. Counsel may act as agent for service.

Agent for Service Attorney

Name Mame

Address Address
Telephone

PFD shall notify the United States Department of Justice of any change in the identity or address
of PFD, its agent for service, or its counsel.




THE UNDERSIGNED PARTIES enter into this Consent Decree in the matter of Fisher. et al., v.
Perma-Fix of Dayton, Inc., No. 3:04 CV 418 (8.D. Ohio)

FOR THE UNITED STATES OF AMERICA

Date: @pﬂiﬂ Eﬂ:’?‘

21263
;" !
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Environment and Matural Resources Division

s L.

slte E. Lehsert

Laura A. Thoms

Trial Attorneys

Environment and Natural Resources Division
U.S. Department of Justice

Post Office Box 7611

Washington, D.C. 20044-7611

(202) 514-1761

Gregory G. Lockhart
United States Attorney
Southern District of Ohio

Patrick Quinn

Assistant United States Attorney
Room 602 Federal Building

200 W, 2d Street

Dayton, Ohio 43402
(937)225-2910




THE UNDERSIGNED PARTIES enter into this Consent Decree in the matter of Fisher, et
al, v. Perma-Fix of Dayton, Inc., No. 3:04 CV 418 (8.DD. Ohio)

FOR THE U.S. ENVIRONMENTAL
PROTECTION AGENCY

Date: 'i‘ll?ﬁ?b‘q- Pt e AR i
d Mary A. Gade
Regional Administrator
United States Environmental Protection
Agency, Region 5
77 W. Jackson Blvd.
Chicago, IL 60604

Date: 1 -23-0F

Luis-A-Oviedo

Assistant Regional Counsel

United States Environmental Protection
Agency, Region 5

T7 W, Jackson Blvd.

Chicago, IL 60604
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Appendix A

Affected Sources Plant Unit # Unit Description Control Type
BUILDING B

R-1 1-301 Wastewater 72000-Gal. Storzee Tank Taniks, Level 2, 63.683(d)3), (g)
T-002 T-002 (OR-1 Oil Phase Receving Tank Tanlks, Level 2, 63.685(d)3), ()
T-01 T-001 (il Water Separator (] Phasz Receiving Tank Tanks, Level 2, 63.685(d)(3), (g)
OR-1 T-101 Wastewater 72,000-Gal. Storxge Tank Taks, Level 2, 63.685(d)3), ()
0l Water Separator T-407 (il Water Separator 0il-water separator, 63.638(b) 1)
Surge Tank T-206 UF Permeale Surge Tank | 300-Gal. Tasiks, Level 2, 63.683(d)3). (g
Il T-601 Wastewater Chemical Conditioning Tank 4,000-Gal. Taniks, Level 2, 63.683(d)3), (g)
1.1 T-504 Wastewater Shodee Settling Tank 3,500-Gal. Talks, Level 2, 63.685(d)3), (g)
TW.] T-608 Treated Process Waters Storage Tank: 16,000-Gal. Taniks, Level 2, 63.683(d)3), (g)
TW-la TW-1 Suree Tank 800-(al Taniks, Level 2, 63.685(d)3), (2]
1-60)2 -6 Chemical Conditioning Tanl: 2 Taniks, Level 2, 63.683(d)3), (g)
T-603 T-603 Chemical Conditioning Tank 3 Tanks, Level 2 63.685()3). 2)
Lamelk T-6i4 Lamella Tanks, Level 2, 63.685(d)(3). ()

Building B Wastewater Transfer System

Transfir Systenn | Water transfer amoag Blde. B unils)

Trarsfer System, 63.689(b)

[Building B Wastewaler Drain System

Individual Dirain System { Water transfer from Bldg. B units)

Transfer System, 63.689(h)

BUILDING B (CENTRIFUGE ROOM)

Tricantet Tricanter (il-water separator, 63.686(8) 1)
Tricanter Oil Reveiving Tank T- 004 Tricanter (il Receiving Tank Tanks, Level 2, 63 683(d)(3), (g)
Tricanier Solids Receiving Dram Deum-006 Tricanter Solids Dischanse 1o 35-Gal Drum Containgrs, Level 2, 63.688(bK3)
Centrifuge | Centrifuge | 0il-water separator, 63.685(hK 1)
Centrifuge 3 Centrifuge 3 il wter séparator, 63.688(b) 1)
Centrifupe Oil Phase Receiving Tank T-003 Centrifuge Oil Phase Receiving Tank Taniks, Level 2, 63.683(d)3) (g)
Centrifuge Water Phase Receiving Tank  (T-004 Centrifuge Water Phase Receiving Tank Tanks, Level 2, 63.685(d)3), (g)
Swero-(? Sweco Vibratory Screen 0il-water separator, 63.688(h) 1)
Swieco-02 Ol Recerving Tank T-008 Sweco Ol Regeiving Tank Tanks, Level 2, 63.685(d)3), (g)
Sweco-02 Solids Reveiving Drum Drum- 05 Swaco Oily Solids Discharge to 33-Gal Drum Containers, Level 2, 63.683(b)3)
Transfer Sysiem {Process oil & solids knockout transfer from cenirifisge
Building B Oil Transfer System system) Transfer Svstem, 63.68%c)2)
CONDENSER ROOM
Evaporator Botioms Tole Tite-203 Evaporator Sludge Colleciion (0l Water) in 250-gal Tow Continers, Level 2, 63.633(b 3)
Condenser Transfer Sysiem T-104 Heat Exchanger Transfer Svstem, 63 680
Condensate Light Ends Receiver Tote Tote-208 Light Hydrocarban 250-Gal. Portable Tote Coatainers, Level 2, 63688 3)
BUILDING E
Drum Bulking Deum Bulking  |Haz. Waste Containers, 0.1 10 046 m Containers, Level 1, 63.688(bK 1)
Drum Bulking Deumt Bulking  |Haz. Waste Containers, =046 m Containers, Level 2, 63.688(bK3)
Drum Bulking Deum Bulking  |Haz. Waste Tanker Trucks (Contziners, Level 2, 63.633(by3)
Hazardous Wast Fuel Transfer Svstem Transfer System {Haz waste fuel from containers o tanker trucks) Transfer Sysiem, 63.680
571 511 il Wastewater Storage Tank 3,000-Gal, Tanks, Level 1, 63.683(c)
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Affected Sources

Plant Unit #

Unit Description

Control Type

571 Transfer Svstem

Hose/Hand Piping Individusl Drain System

Transfer Svstem, 63 689(b)

BUILDING G
Rotary Vacuurs Drum Filter Rotary Yacwam Drum Filier (Creanic-Water Separator, 63.686
[Rotary Vacuum Shudge Vat Rotary Vacuum Sludoe Vi (Organic-Witer Separaior, 63,686

Bldz. G Wastewater Individual Drain
Sysiem

Individual Drain System | Water transfer from G-1, G-2)

Transfer System, 63.689(b)

Bldy. G Wastewater Transfer System Transfer Sysseen | Water transfer amoeg Blde. G units) Transfer Svstem, 63 689(b)
Blde. G SoldsSludze Transfer System Transfer System (Sofids'sludze transfer from G-3 to Solidification) Transfer Svstem, 63.689(b)

(3-1 T-8014 (-Cone High Solids Process Vessel 14.080-Gal. Taniks, Level 2, 63.683(d)3), ()
-2 T-8018 (-Cone High Solads Process Viessel 14,080-Gel, Tanks, Level 2, 63.685(d)3), (g)
(-3 T-801C (+-Cone High Solids Process Vessel 14,080-Gal, Tanks, Level 2, 63.685(d)3), (g)
T-61% T-808 Filter Press Fead Tank Tamiks, Level 2, 63.685(d)3), (g)
Filter Press Permeate Toee Tote-807 Filter Press Hazardous Pemeate Reveiving Tole, 2350-Gal. Containers, Level 2, 63.683(b)3)
BIOPLANT

Bio-SBR. T-T03 High COD Wastewaters 125,000-Gal, Taniks, Level 2, 63.683(d)3), (g)
Bin-vOR T-103 High COD Waslzwaters 425, 000-Gal, Taatks, Level 2, 63.685(d)3). ()
17068 T-T060 Bioplant Equaltzaton Feed Tank 187, 00-0al Tanks, Level 1, 63.685(c)

Bioplant Wastewater Transfer Svstem

Individuzal Dirain Sysem {Water transfer amons Bioplant units)

Trarssfer Svstem, 63.689(b)

Bioplant Wastewater Individual Drain System

Individual Drain System { Water transfer from Bioplant ta POTW)

Transfer System, 63 689(b)

TANK FARM

Swero| Sweco Vibratory Screen Oil-water separator, 63.685(b) 2)
Sweco-01 Ol Receiving Tank T-007 Sweco Ol Receiving Tank Tanks, Level 2, 63.685(d)(3), (g)
Sweco-01 Solids Receiving Deum Deum-007 Sweco Oily Solids Discharge 1o 33-Gal Drum Comtainers, Level 2, 63.688(b)3)
B-1 B-1 Proesss Dils Storage Tank 30,000-Gal. Taniks, Level 2, 63.685(d)3), (g)
B2 B-2 Process Oils Storage Tank 17,300-Gal. Tanks, Level 2, 63.685(d)(3). (g)
B3 B3 Process ils Storage Tank 30,000-Gal. Tanks, Level 2, 63.685(d)3), (2]
B4 B4 Process Oils Storage Tank 30,000-Gal. Tanks, Level 2, 63.685(d)3), (g)
(- (-2 Wastewater 15,000-Gal, Storage Tank Tamks, Level 2, 63.685(d)3), ()
(-3 (-3 feaw Ol Solids 13,000-Gal. Storage Tank Taniks, Level 2, 63.685(d)3), ig)
C4 C4 Raw Oil 15,000-Gal. Storage Tank Tanks, Level 2, 63.683d)3), (g)
F-l I Process Oils Storage Tank 18, 300-Gal. Taniks, Level 2, 63.685(dX3), (g)
|I’~3 P-2 Process Olls Starage Tank 18,500-Gal. Tanls, Level 2, 63.685(d)3), (g)
IR-1 -1 Raw Oils Storage Tank 20,000-Gal. Taniks, Level 2, 63.685(d)3), (g)
B-1 k-2 Reanw Oils Storage Tank 20,000-Gal. Taniks, Level 2, 63.683(d) 3, ()
&l 51 Process Oils Storage Tank 16,700-Gal. Taniks, Level 1, 63.685(¢)

5.1 5.2 Process Oils Storage Tank 15,000-Gal. Tanks, Level 1, 63.685(c)

53 53 Process Oils Storage Tank 15,000-Gal Tanks, Level 1, 63.685(¢)

54 5 Cut Oils | (ff-Road Diesel) Storage Tank [5,000-Gal. Tanlks, Level 1, 63.685(¢)

56 5-h Rirw Oils Storage Tank 13,000-Gal, Tamiks, Level 1, 63.685(¢)
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Afliected Sources Plant Unit # Unit Descripdion Coniral Type
5 51 Raw Dils Storage Tank 15,000-Gal. Tanks, Level 1, 63.685(c)
50 50 Starage Tarot J0000-Gial. Tanks, Level 2, 63.683(d) 3, (g)
S 510 Raw Oils Storage Tank 30,000-Gal. Tanks, Level 2, 63.685(d)(3), (g)
kel 511 Raw Oils Storage Tank 30,000-Gal Tanks, Level 2, 63.685(d)3), (2)
512 511 Raw ils Storape Tank 30,000-Gal. Tanks, Level 2, 63.685(d)3), (1)
513 5-13 Process Oils Storage Tank 30,000-Gal. Taniks, Level |, 3.683(c)
5-14 514 Starage Tk 203Gl Tanlks, Level |, 63.683(c)
511 520 Starage Tarok 16, TGl Taniks, Level |, 63.685(c)
b 511 (rank Case Oils Storage Tank 17,500-Gal. Tanks, Level |, 63.683(c)
513 523 Crank Case Oils Storage Tank 18,350-Gal. Tamks, Level 1, 63 685(¢)
524 -1 Crask Case Oils Storage Tank 13,000-Gal. Tanks, Livel |, 63.685(c)
525 §-18 (rastk Case Oils Starage Tank 15,000-Gal. Taniks, Level 2, 63.683(d)3), (g)
5-2 5-2 Crazk Case Oils Starage Tank 16,700-Gal. Tanks, Level 2, 63.683(d)3). (g
517 521 Crark Case Ols Starage Tank 23,400-Gal. Taniks, Level 2, 63.683(d)3), (g)
524 528 Crark Case Oils Starage Tank 14.400-Gal. Tanks, Level |, 63.685(c)
-] Wl Raw Oils Storage Tank 30,000-Gal. Tanks, Level 2, 63.683(d)3), (g)
W-2 W-2 Raw Oils Storage Tank 18,000-Gal. Tanks, Level 2, 63.685(d)(3), (g)
W4 -4 Reaw Ol Solids Storaze Tank 19.000-Gal. Taniks, Livel |, 63.685(c)
L W-5 Wastewaters Storaze Tank 23, 000-Gal. Tanks, Level 2, 63.685(d)3), (g)
L W-b Wastawaters Storaze Tank 23.000-Gal Tanks, Level 2, 63.683(d)3). (g)
T-6094 T-608A Processad Ol Storage Tank 187 000-Gal. Taniks, Level |, 63.683(c)
T-6098 T-6095 Procissad il Storage Tank 187 000-Gal, Tanks, Level |, 63.685(c)
1-H05C T-60RC Provessed il Storage Tank 157,000-Gal, Tanks, Level 1, 63.685(¢)
Transfer Pad A Transfor System, Transfer System (Wastewater and oils tramsfer from loading rack to tanks;
Waslewater tariks 1o treatmeni processes) Transfer Svstem, 63.689(b)
Transfier Pad A Transfir System, Raw and Transfer System | Wastewater and oils transfer from loading rack to tanks;
Procass Oil taniks 1o tneatment processes) Transfer Svstem, 63.689(b)
Transfer Pad B Transer System, Transfir Systemn | Wastewater and oils trams fer from loading rack to tank;
Wastewater, Raw and Process il tanlks o freaiment processes) Transfer System, 63.689(h)
Transfer Pad B Transber System, Hazardous Transfer Systeen | Wastewater and oils trassfer from loading rack to tanks;
Waste Fuel Bulking ks (o trzatment processés) Transfer System, 63.689(h)
Transfer Pad B Tramsber Sysiem, Non- Transfer Systeen | Wastewater and oils trassfer from loading rack to tanks;
hazardous Waste Bulking tanks 1o treatment processes) Transfer Svstem, 63 689(h)
Tramster Pad  Tramster System, Transfer Sysiem { Wastewater and oils trassfer from loading rack to tanks;
Wstewater, Baw and Progess il taniks 1o fregiment processes) Transfer System, 63.689(b)
Transfer Pad D Transfor System, Transfer System (Wastewater and oils transfer from loading rack to tanks;
Waslowater tanks Lo treatment processis) Transfer Svstem, 63.689(b)

Transfer Pad E Transfer System, Waslewater
and Process (il

Transfer System (Wastewater and oils transfer from loading rack to tanks;
Lanks 10 neameénal processes)

Transfir System, 63.689(h)

RTO

Regenerative Themual Oxidizer

10,000-fm Regenerative Thermal Onvidizer

[63.693(abyc and )
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STAMNDARD OPERATING PROCEDURE MANUAL REV 0O

REFERENCE PROCEDURE NO. CONTAIMNMENT AREAS CD 05/07

STANDARD OPERATING PROCEDURE

TITLE: CONTAINMENT AREAS

1.0 Purpose

To address potential ligquid leaks of off-site materials from tanks or transler systems located
within containment areas.

2.0 Scope
This procedures applies to the following PFD employees:

Operators

Operations Manager

e (ieneral Manager

3.0 Policy
Each Perma-Fix of Dayton employee shall follow the operating procedure in order to
institutionalize appropriate facility management systems. Personnel safety shall be a primary
concern when personnel are performing duties covered by this procedure.

4.0 Safety Warnings and Precautions

s  Only properly trained personnel should inspect and/or maintain equipment in the
containment areas.

5.0 Personal Protective Equipment

The following personal protective equipment (PPE) must be worn at appropriate times when
performing tasks described in this operating procedure.

Activity What must be worn? By whom? When?
Sampling Hard Hat Everyone In plant
Sampling Appropriate Gloves Everyone In plant
Sampling Safety Glasses Evervone In plant

6.0 Responsibilities

The following are responsibilities assigned to facility personnel:

If vou are the... Then vou are responsible for...

Operator, Adherence to all sections of this Standard Operating
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Operations Manager, or Procedure
General Manager

7.0 Procedure

All responsible individuals identified in Section 6.0 shall adhere to the following requirements:

Step
1

2

3

Action

PFD will visually inspect the containment areas for liquid leaks of off-site
materials from tanks and transfer systems every operating day.

Any liquid leaks of off-site materials must be repaired as soon as practicable after
their detection. (See 40 CFR §63.60e) 1)1

PFI shall repair all liquid leaks of off-site materials from tanks and transfer
systems as follows (see 40 CFR §63.906(b) and 40 CFR §63.964(b)):

i.  PFD shall make first efforts at repair of the leak no later than 5 calendar
days afier detection and repair shall be completed as soon as possible
but no later than 15 calendar days after detection.

ii.  PFD shall maintain a record of the leak repair in the facility operating
record.

PFD will maintain records of the daily inspections and leak repairs in the facility
operating record.  These records shall be retained at the facility for a minimum of
three years.

8.0 Associated Procedures

The following procedures should be referred to and may be used in conjunction with this

procedure.

Procedure No. Description

9.0 Revision List

The following revisions to this procedure are reflected in this version:

Rev. No.

Date of Revision Revised By: Reason

10,0 Attachments
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REV O

REFERENCE PROCEDURLE NO, CONTAINMENT AREAS CI»

0507

1. Annual Self-Audit Checklist
11.0 Inquiries/Contact Information

Far guestions or comments please contact:

Perma-Fix of Dayton General Manager (937) 268-6501

300 5, West End Ave.
Dayton, OH 45427

12.0 Review and Approval

Prepared by: Date:

Approved by: Date:
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REFERENCE PROCEDURE NO. CONTAINMENT AREAS CD

05/07

ATTACHMENT NOL 1
Annual Self-Audit Checklist

Date of Self-Audit:
Auditor (name):

This checklist should be used by the General Manager or appointee to assure that this procedure

is being implemented at the department level,

Question Yes

l. Do [Work Practice] documenis exist at the department level to implement this O
procedure effectively?

2. Is personnel protective equipment (PPE) available to, and worn by, each O
person performing work activities under this procedure?

3. Has there been a clear assignment of responsibility for routine execution of O
this procedure’s activities?

4, For recorded deficiencies, have all corrective actions been implemented to O
correct the deficiencies?

5. Have all identified personnel been trained on this procedure? a

Does this self-audit indicate that training and implementation are currently adequate? Discuss

here and take those actions as necessary to correct the deficiencies:

Does this self-audit indicate a need to revise or update the department’s work practice
documents? Discuss here and take those actions as necessary to revise the document and to train

personnel on the revision:

Actions Taken:

Page 4 of 4
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STANDARD OPERATING PROCEDURE

TITLE: BIOPLANT - DISSOLVED OXYGEN AND MIXED LIQUOR VOLATILE
SUSPENDED SOLIDS (MLVSS)

1.0 Purpose

To identify operational and procedural requirements for maintaining dissolved oxygen (D))
levels and correct food to microorganism (F/M) levels in the Bioplant Sequencing Baich Reactor
(SBR) and Variable Depth Reactor (VDR),

* For cach day the Bioplant is fed, the SBR and VDR must maintain DO levels above 1.0
ppm during the last two hours of the aeration stage of each batch. The SBR and VDR
may [ail to meet this limit, but not more than one batch every two calendar weeks, as
long as the subsequent batch is extended so that the reactor is allowed to aerate until the
DO level is above 1.0 ppm for at least two hours.

* The wastewater feed to the SBR and VDR shall have a maximum food to microorganism
{F/M) ratio of 0,30, measured as b TOC influent/Ib MLVSS. The wastewater feed TOC
shall be sampled and measured from the bioplant feed tank (currently T-706B). The
MLWSS shall be sampled and measured from the SBR and VDR. Compliance with the
F/M ratio shall be determined on a weekly average basis. The F/M shall be calculated on
a daily basis.

 The bioplant blowers shall not supply more than 4,500 acfim of air to the SBR and VDR,

2.0 Scope
This procedures applies to the following PFD employees:

Bioplant Operator
Operations Manager
General Manager
Laboratory Personnel

3.0 Policy
Each Perma-Fix of Dayton employee shall follow the operating procedure in order to
institutionalize appropriate facility management systems. Personnel safety shall be a primary

concern when personnel are performing duties covered by this procedure,

4.0 Safety Warnings and Precautions

s  Only properly trained personnel should operate the loading system,
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5.0 Personal Protective Equipment

The following personal protective equipment (PPE) must be worn at appropriate times when
performing tasks desceribed in this operating procedure.

Activity What must be worn? By whom? When?
Sampling Hard Hat Evervone In plant
Sampling Latex Gloves Everyone In plant
Sampling Safety Glasses Evervone In plant

6.0 Responsibilities

The following are responsibilities assigned to facility personnel:

If vou are the... Then vou are responsible for...

Bioplant Operator, Adherence to all sections of this Standard Operating

Ovperations Manager, or Procedure

Gieneral Manager

Lab personnel Adherence to laboratory procedure sections of this
Standard Operating Procedure

7.0 Procedure

The Bioplant operator shall perform the following actions each day the Bioplant is fed:

Step
|
2

3

=] S Lh

Action
Calibrate a DO probe. Record calibration results in the laboratory record.

Initiate feeding cycle on the SBR and VDR, Record the start time of the feeding
cycle. Record resulis in the laboratory record.

Record the time of feed cycle completion. Record results in the laboratory record.
Perform the following Steps 5, 6, and 7 within four hours of feed eyele
completion,

Using a DO probe, measure the DO levels of the SBR and the VDR 2 hours
before feeding. Record results and the time of measurement in the laboratory
record.

Collect a 1-liter sample from the SBR. Collect a 1-liter sample from the VDR,
Collect a 1-liter sample from the bioplant feed tank (currently T-706B).

Measure MLVSS twice per calendar on samples from Step 5 week using
Standard Reference Method 2540, Subpart E in "Standard Methods for
Examination of Water and Wastewater” of the American Water Works
Association. Record results and the time of measurement in the laboratory
record.
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8 Using the T-706B sample from Step 6 Measure the oxygen consumption rate
(OCR) on each operating day the MLVSS is not measured. Record resulis and
the time of measurement in the laboratory record.

9 Measure Total Organic Carbon (TOC) on the T-706B sample from Step 6.
Record results and the time of measurement in the laboratory record each day the
Bioplant is fed.

10 Calculate F/M ratio for the wastewater feed. Record results and the time of
measurement in the laboratory record.
11 PFD will record laboratory analyses mentioned in this SOP in the facility

operating record. These records shall be retained at the facility for a minimum of
three years.
8.0 Associated Procedures

The following procedures should be referred to and may be used in conjunction with this
procedure.

Procedure No. Description

9.0 Revision List

The following revisions to this procedure are reflected in this version:

Rev. No. Date of Revision Revised By: Reason

10.0  Attachments
1. Annual Self~Audit Checklist
11.0 Inquiries/Contact Information
For qh‘l.?.'i'ffﬂlil'.'i' oF commenits ;?IECTS? caonfact:
Perma-Fix of Dayton General Manager (937) 268-6501

300 Cherokee Dr.
Dayton, OH 45427
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12.0 Review and Approval

Prepared by: Date:

Approved by: Daie:
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ATTACHMENT NO. 1

Annual Self-Audit Checklist

Date of Self-Audit:
Auditor (name):

This checklist should be used by the General Manager or appointee to assure that this procedure
is being implemented at the department level,

Ouestion Yes

1. Do [Work Practice] documents exist at the department level to implement this O
procedure effectively?

2. Is personnel protective equipment (PPE) available to and worn by each person O

performing work activities under this procedure?

3. Has there been a clear assignment of responsibility for routine execution of o
this procedure’s activities?

4, For recorded deficiencies, have all corrective actions been implemented to O
correct the deficiencies?

3: Have all identified personnel been trained on this procedure? O

Does this self-audit indicate that training and implementation are currently adequate? Discuss
here and take those actions as necessary o correct the deficiencies:

Does this self-audit indicate a need to revise or update the department’s work practice
documents? Discuss here and take those actions as necessary to revise the document and to train
personnel on the revision:

Actions Taken:
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STANDARD OPERATING PROCEDURE

TITLE: SOLIDIFICATION PROCESS

1.0 Purpose

To set operating limitations on the solidification proeess conducted in Building G, pursuant to

unit exemption under 40 CFR Part 63, Subpart DD,

2.0 Scope

This procedures applies to the following PFD emplovees:
Solidification Operator

Operations Manager

General Manager
Laboratory Personnel

3.0 Policy
Each Perma-Fix of Dayton employee shall follow the operating procedure in order to
institutionalize appropriate facility management systems. Personnel safety shall be a primary
concern when personnel are performing duties covered by this procedure.
4.0 Safety Warnings and Precautions

= Only properly trained personnel should operate the loading system,

5.0 Personal Protective Equipment

The following personal protective equipment (PPE) must be worn al appropriate times when
performing tasks described in this operating procedure,

Activity What must be worn? By whom? When?
Sampling Hard Hat Everyone In plant
Sampling Appropriate Gloves Evervone In plant
Sampling Salety Glasses Evervone In plant

6.0 Responsibilities

The following are responsibilities assigned to facility personnel:

| If you are the... | Then vou are responsible for...
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Solidifieation Operator, Adherence to all sections of this Standard Operating
Operations Manager, or Procedure
Cieneral Manager
Lab personnel Adherence to laboratory procedure sections of this

Standard Operating Procedure

?1“

Procedure

All responsible individuals identified in Section 6.0 shall adhere to the following requirements:

Step
1

2

Action

Wastes received into G-PIT-001 {the Fixation/Solidification Pit) will be limited to
off-site materials.

PFD will comply with Subpart DD at the G-PIT-001 by sampling the off-site
malterial, and documenting by laboratory analysis that it contains organic
concentrations less than 500 parts per million VOHAP, as allowed by Subpart
DD. Laboratory test methods will inelude SW-846 Methods 8260 and 8270,

Four samples will be obtained and analyzed as specified by 40 C.F.R. §
63.683(b) 1) and 40 C.F.R. § 63.694(b). Confirmatory annual samples will be
obtained and analyzed as specified by 40 C.F.R. § 63.683(b).

PFI>'s generator waste profile will be changed to include mandatory and specific
screening information about the VOHAP concentration and a characterization of
odor, from the generator’s process knowledge or analytical data. For all incoming
off-site materials to be received into G-PIT-001, PFI» will pre-screen each waste
load for a VOHAP content of less than 500 parts per million by reviewing the
generator's waste profile.

When off-site material arrives at the facility, PFID will evaluate information
supplied by the generator regarding VOHAP content and odors prior to accepling
the waste for solidification in G-PIT-001. PFD will not introduce off-site
materials into G-PIT-001 whose waste profiles indicate VOHAP content greater
than 500 parts per million or a strong odor. If the generator has indicated on the
waste profile that VOHAPs are present above 100 parts per million, PFD will
conduct a laboratory analysis of the off=site material for BTEX compounds. 1f the
analysis indicates the off-site material contains total BTEX compounds greater
than 300 parts per million, PFD will choose one of these three options: 1) the off-
site material will be placed in one of PFI)s Subpart DD waste treatment units, 2)
the off-site material will be returned to the generator or sent off-site to another
waste treatment facility, or 3) PFD will conduct a full VOHAP analysis of the
off-site material using SW-846 Methods 8260 and 8270 to verify that the total
VOHAP content is less than 500 parts per million.

PFD will record laboratory analyses in the facility operating record. These
records shall be retained at the facility for a minimum of three years, PFD shall
also retain the generator's waste profile for three years after the last date on which
any of the waste associated with that prolile has been accepied into the facility.
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8.0 Associated Procedures

The following procedures should be referred to and may be used in conjunction with this

procedure,

Procedure No. Description

9.0 Revision List

The following revisions to this procedure are reflected in this version:

Rev. No. Date of Revision Revised By:

Reason

10.0  Attachments
1. Annual Self-Audit Checklist
11.0  Inquiries/Contact Information
For guestions or comments please contact:
Perma-Fix of Dayton General Manager (937) 268-6501

300 Cherokee Dir.
Dayton, OH 45427

12.0 Review and Approval

Prepared by: Date:

Approved by: Date:
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ATTACHMENT NO. 1
Annual Self-Audit Checklist

Drate of Self-Audit:
Auditor (name):

This checklist should be used by the General Manager or appointee to assure that this procedure

is being implemented at the department level.

Question Yes

1. Do [Work Practice] documents exist at the department level to implement this O
procedure effectively?

2. Is personnel protective equipment {PPE) available to, and worn by, cach O
person performing work activities under this procedure?

3. Has there been a clear assignment of responsibility for routine execution of a
this procedure’s activities?

4. For recorded deficiencies, have all corrective actions been implemented to ()
correct the deficiencies?

5. Have all identified personnel been trained on this procedure? )

Does this self-audit indicate that training and implementation are currently adequate? Discuss

here and take those actions as necessary 1o correct the deficiencies:

Does this self-audit indicate a need to revise or update the department’s work practice
documents? Discuss here and take those actions as necessary to revise the document and to train

personnel on the revision:

Actions Taken:
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Supplemental Environmental Projects

. Tank Painting. PFII shall paint unheated tanks at the Facility with white paint, in order to reduce
VOC and HAP emissions. This project shall include power washing, priming, and painting with full
finish coats of Sherwin-Williams’ direct-to-metal acrylic for the following tanks: 51,52, 83, 54, 55,
56, 57, 58, 513, 514, 521, 522, 523, 524, 528, P1, P2, W4, T609A, T60YB, and T609C. The
bottom 4' or 5' of these tanks will remain black. In addition, with respect to tanks T609A, T609B,
and Te09C, PFD shall power wash and apply epoxy prime, epoxy intermediate, and urethane top
coat.

2. Demister. PFD shall install and operate a demister to dry out the bottom plenums of the RTO
and remove liquid water and condensed organics from the gas siream prior o entering the 1D fan
and the bottom plenums. This project shall include the installation oft

. One mist eliminator from Munters Co., per quote number G709-34889-A

. One fan and fan motor from Zimpher-kyser Co., per quote number 09090782,
with added options of coatings and 8S wheel

* Dampers and operators from Brock Air Products Co., per quote number
KF205

. Ductwork as needed to tie in the mist eliminator and exhaust fan, up to the

existing overhead duct. All ductwork shall be fabricated from type 304 S5, except the ductwork to
connections rings, which shall be mild steel and painted. Rings shall be installed on the duct using
a van stone bend which allows the duct to rotate during installation. PFD shall insulate all duct
down stream of the demister with 2" fiberglass insulation, covered with an aluminum lagging.

. Process piping, including supply water, drains, traps, trap seal legs, gauges,
valves and three demister solenoid valves. PFD shall insulate all items as needed.

. Conduit, wire, and heat trace as needed for the project

. Programmable Logic Controller (*PLC™) changes required by the addition
of the demister, associated with damper operation

. Addition of Allen Bradley processor with Ethernet for the RTO data

collection system.

The demister will be operated at all normal operating times of the RTO, and all fume will go through
the demister before entering the RTO.

3. Pull Chamber. PFD shall install and operate a puff chamber (also known as an entrapment
chamber) to hold fume that would otherwise be emitted to the atmosphere during valve changeover
between the 2 energy recovery beds of the Facility's RTO, and then route the captured fume to the
inlet of the RTO for treatment. This project shall include installation oft

* One VOC entrapment chamber

. One VOC damper/stack base

. One 40" stack, with EPA test ports, to be mounted to the VOC damper
. One stack test port platform assembly

. Return piping to fan inlet

. Electrical engineering and Programmable Logic Controller (“PLC™)




components to modify PLC program to control VOC damper and three demister solenoid valves,
fresh air damper actuator and limit switches, isolation damper actuator and limit switches

. Air compressor, air piping, and electrical connections as required by addition
of the puff chamber.

The puff chamber will be operated at all normal operating times of the RTO, and all fume during
valve cycling of the RTO will go through the puff chamber.
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EXHIBIT 21.1

LIST OF SUBSIDIARIES OF PERMA-FIX ENVIRONMENTAL SERVICES, INC.
(THE “COMPANY”)

Industrial Waste Management Services

Perma-Fix of Fort Lauderdale, Inc. (“PFFL”), a Florida corporation, is a 100% owned subsidiary of the Company.
Perma-Fix Treatment Services, Inc. (“PFTS”), an Oklahoma corporation, is a 100% owned subsidiary of the Company.
Perma-Fix of Memphis, Inc. (“PFM”), a Tennessee corporation, is a 100% owned subsidiary of the Company.
Perma-Fix of Orlando, Inc. (“PFO”), a Florida Corporation, is a 100% owned subsidiary of the Company.

Perma-Fix of South Georgia, Inc. (“PFSG”), a Georgia Corporation, is a 100% owned subsidiary of the Company.
Perma-Fix of Michigan, Inc., (“PFMI”) a Michigan Corporation, is a 100% owned subsidiary of the Company.
Perma-Fix of Pittsburgh, Inc., (“PFP”") a Pennsylvania Corporation, is a 100% owned subsidiary of the Company.
Nuclear Waste Management Services

Perma-Fix of Florida, Inc. (“PFF”), a Florida Corporation, is a 100% owned subsidiary of the Company.

Diversified Scientific Services, Inc., (“DSSI”’) a Tennessee Corporation, is a 100% owned subsidiary of the Company.

East Tennessee Materials and Energy Corporation, (“M&EC”) a Tennessee Corporation, is a 100% owned subsidiary of the
Company.

Perma-Fix of Northwest Richland, Inc. (“PFNWR”), a Washington Corporation, is a 100% subsidiary of the Company.
Consulting Services

Schreiber, Yonley & Associates (“SYA”), a Missouri corporation, is a 100% owned subsidiary of the Company.




EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Perma-Fix Environmental Services, Inc.
Atlanta, Georgia

We hereby consent to the incorporation by reference in the Registration Statements on Forms S-3 and S-8, File Numbers 333-
115061 (S-3), 333-85118 (S-3), 333-14513 (S-3), 333-43149 (S-3), 333-70676 (S-3), 333-124668 (S-8), 333-110995 (S-8),
333-80580 (S-8), 333-3664 (S-8), 333-17899 (S-8), 333- 25835 (S-8), and 333-76024 (S-8) of Perma-Fix Environmental
Services, Inc. (the “Company”) and subsidiaries of our reports dated March 31, 2008, relating to the consolidated financial
statements and financial statement schedule, and the effectiveness of the Company's internal control over financial reporting,
which  appearin this Form 10-K. Our report relating to the consolidated financial statements and financial
statements schedule contains an explanatory paragraph regarding the Company’s ability to continue as a going concern. Our
report on the effectivenss of internal control over financial reporting expresses an adverse opinion on the effectiveness of the
Company's internal control over financial reporting as of December 31, 2007.

/s/ BDO Seidman, LLP
Atlanta, Georgia

March 31, 2008




EXHIBIT 31.1

CERTIFICATIONS

I, Louis F. Centofanti, certify that:
1. Thave reviewed this annual report on Form 10-K of Perma-Fix Environmental Services, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision,to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of the internal control
over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: March 31,2008

/s/ Louis F. Centofanti

Louis F. Centofanti
Chairman of the Board
Chief Executive Officer






EXHIBIT 31.2

CERTIFICATIONS

I, Steven T. Baughman, certify that:
1. Thave reviewed this annual report on Form 10-K of Perma-Fix Environmental Services, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles;

c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred
during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5.  The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of the internal control
over financial reporting, to the registrant's auditors and the audit committee of registrant's board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant's ability to record, process, summarize and
report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant's internal control over financial reporting.

Date: March 31,2008

/s/ Steven T. Baughman

Steven T. Baughman
Chief Financial Officer






EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Perma-Fix Environmental Services, Inc. (“PEST”’) on Form 10-K for the year
ended December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-K”), I, Dr.
Louis F. Centofanti, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to
§906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. §78m or §780(d)); and

(2) The information contained in the Form 10-K fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Dated: March 31, 2008

/s/ Louis F. Centofanti
Dr. Louis F. Centofanti
President and

Chief Executive Officer

This certification is furnished to the Securities and Exchange Commission solely for purpose of 18 U.S.C. §1350 subject to the
knowledge standard contained therein, and not for any other purpose.




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Perma-Fix Environmental Services, Inc. (“PEST”’) on Form 10-K for the year
ended December 31, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Form 10-K”), I,
Steven T. Baughman, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to
§906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. §78m or §780(d)); and

(2) The information contained in the Form 10-K fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Dated: March 31, 2008

/s/ Steven T. Baughman

Steven T. Baughman
Chief Financial Officer

This certification is furnished to the Securities and Exchange Commission solely for purpose of 18 U.S.C. §1350 subject to the
knowledge standard contained therein, and not for any other purpose.




