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Securities registered pursuant to Section 12(b) of the Act:
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Yes    No X  
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company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☐        Accelerated Filer ☐        Non-accelerated Filer ☐        Smaller reporting company ☒
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Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act).

Yes    No X   

The aggregate market value of the Registrant's voting and non-voting common equity held by nonaffiliates of the
Registrant computed by reference to the closing sale price of such stock as reported by NASDAQ as of the last
business day of the most recently completed second fiscal quarter (June 30, 2014), was approximately $48,731,000.
For the purposes of this calculation, all directors of the Registrant (as indicated in Item 12) are deemed to be affiliates.
Such determination should not be deemed an admission that such directors, are, in fact, affiliates of the Registrant.
The Company's Common Stock is listed on the NASDAQ Capital Markets.

As of March 6, 2015, there were 11,486,175 shares of the registrant's Common Stock, $.001 par value, outstanding.

Documents incorporated by reference: None
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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), a Delaware
corporation incorporated in December of 1990, is an environmental and environmental technology know-how
company, which provides services through our two reportable segments as discussed below. The Company is also
involved in the research and development (“R&D”) and marketing of medical isotope technology (“Technetium-99” or
“Tc-99m”) by our Perma-Fix Medical S.A subsidiary.

We have grown through acquisitions and internal growth. Our goal is to continue to focus on the efficient operation of
our facilities and on-site activities, to continue to evaluate strategic acquisitions, to continue the R&D of innovative
technologies to expand company service offering and to treat nuclear waste, mixed waste, and industrial waste, and to
continue R&D and marketing of medical isotope technology used in medical diagnostic testing by our Polish
subsidiary, Perma-Fix Medical S.A. The Company is focusing on expansion into both commercial and international
markets to help offset the uncertainties of government spending in the USA, from which a significant portion of the
Company’s revenue is derived. This includes new services, new customers and increased market share in our current
markets.

Segment Information and Foreign and Domestic Operations and Sales

The Company has two reportable segments. In accordance with Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”) 280, “Segment Reporting”, we define an operating segment as:

●a business activity from which we may earn revenue and incur expenses;

●whose operating results are regularly reviewed by the Chief Operating Officer to make decisions about resources to be
allocated and assess its performance; and
●for which discrete financial information is available.

TREATMENT SEGMENT reporting includes:

-nuclear, low-level radioactive, mixed, hazardous and non-hazardous waste treatment, processing and disposal
services primarily through four uniquely licensed (Nuclear Regulatory Commission or state equivalent) and
permitted (Environmental Protection Agency (“EPA”) or state equivalent) treatment and storage facilities held by the
following subsidiaries: Perma-Fix of Florida, Inc. (“PFF”), Diversified Scientific Services, Inc., (“DSSI”), Perma-Fix
Northwest Richland, Inc. (“PFNWR”), and East Tennessee Materials & Energy Corporation (“M&EC”). The presence of
nuclear and low-level radioactive constituents within the waste streams processed by this segment creates different
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and unique operational, processing and permitting/licensing requirements; and

-R&D activities to identify, develop and implement innovative waste processing techniques for problematic waste
streams.

For 2014, the Treatment Segment accounted for $42,343,000 or 74.2% of total revenue from continuing operations, as
compared to $35,540,000 or 47.8% of total revenue from continuing operations for 2013. See “– Dependence Upon a
Single or Few Customers” for further details and a discussion as to our Segments’ contracts with the federal government
or with others as a subcontractor to the federal government.

SERVICES SEGMENT reporting includes:

-On-site waste management services to commercial and government customers;
-Technical services, which include:

oprofessional radiological measurement and site survey of large government and commercial installations using
advanced methods, technology and engineering;

o

integrated Occupational Safety and Health services including industrial hygiene (“IH”) assessments; hazardous
materials surveys, e.g., exposure monitoring; lead and asbestos management/abatement oversight; indoor air quality
evaluations; health risk and exposure assessments; health & safety plan/program development, compliance auditing
and training services; and Occupational Safety and Health Administration (“OSHA”) citation assistance; and

1
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o
global technical services providing consulting, engineering, project management, waste management,
environmental, and D&D field, technical, and management personnel and services to commercial and government
customers;

-Nuclear services, which include:

o technology-based services including engineering, D&D, specialty services and construction, logistics,
transportation, processing and disposal;

o

remediation of nuclear licensed and federal facilities and the remediation cleanup of nuclear legacy sites. Such
services capability includes: project investigation; radiological engineering; partial and total plant D&D; facility
decontamination, dismantling, demolition, and planning; site restoration; site construction; logistics; transportation;
and emergency response; and

-
A company owned equipment calibration and maintenance laboratory that services, maintains, calibrates, and
sources (i.e., rental) of health physics, IH and customized nuclear, environmental, and occupational safety and
health (“NEOSH”) instrumentation;

For 2014, the Services Segment accounted for $14,722,000 or 25.8% of total revenue from continuing operations, as
compared to $38,873,000 or 52.2% of total revenue from continuing operations for 2013. See “ – Dependence Upon a
Single or Few Customers” for further details and a discussion as to our Segments’ contracts with the federal government
or with others as a subcontractor to the federal government

Our segments provide services to research institutions, commercial companies, public utilities, and governmental
agencies nationwide, including the U.S. Department of Energy (“DOE”) and U.S. Department of Defense (“DOD”). The
distribution channels for our services are through direct sales to customers or via intermediaries.

On April 4, 2014, the Company completed the acquisition of a controlling interest in a Polish Company, a publicly
traded shell company on the NewConnect (alternative share market run by the Warsaw Stock Exchange) in Poland
and sold to the Polish shell all of the shares of Perma-Fix Medical Corporation, a Delaware corporation (“PF Medical”)
organized by the Company (incorporated in January 2014). PF Medical’s only asset was and is a worldwide license
granted by the Company to use, develop and market the new process and technology developed by the Company in
the production of Technetium-99 or “Tc-99m” for medical diagnostic applications. Since the acquired shell company
(now named as Perma-Fix Medical S.A.) does not meet the definition of a business under Accounting Standards
Codification (“ASC”) 805, “Business Combinations”, the transaction was accounted for as a capital transaction. The
primary purpose of PF Medical S.A. (which we own 64%) is to provide a financing vehicle for the development and
marketing of its medical isotope (“Tc-99m”) technology used in medical diagnostic testing for potential use throughout
the world.

Our corporate office is located at 8302 Dunwoody Place, Suite 250, Atlanta, Georgia 30350.

Foreign Revenue
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Our consolidated revenue from continuing operations for 2014 and 2013 included approximately $147,000 or 0.3%
and $144,000 or 0.2%, respectively, from our United Kingdom operation, Perma-Fix UK Limited.

Our consolidated revenue from continuing operations for 2014 and 2013 included approximately $1,855,000 or 3.3%
and $4,409,000 or 5.9%, respectively, from customers located in Canada.

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 to May 2022 and December 2020, for the service marks “Perma-Fix
Environmental Services” and “Perma-Fix”, respectively. In addition, we have received registration for three service
marks for our Safety & Ecology Holdings Corporation and its subsidiaries (collectively known as “Safety and Ecology
Corporation” or “SEC”) to periods ranging from 2016 to 2017.

2
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We are active in the 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 twelve active patents and the filing of several applications for
which patents are pending. These twelve active patents have remaining lives ranging from approximately five to
fourteen years. Our R&D efforts have also resulted in the granting of a patent for the new technology for the
production of Technetium-99 (“Tc-99m”) for certain types of medical applications, which we have granted a worldwide
exclusive license to our subsidiary, Perma-Fix Medical S.A. This patent is effective through March 2032.

Our flagship technology, the Perma-Fix Process, is a proprietary, cost effective, treatment technology that converts
hazardous waste into non-hazardous material. We have also 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. 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.

Permits and Licenses

Waste management service 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. We are dependent on our permits and licenses discussed below in order to operate our
businesses. 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 terms 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. We believe that these permit and license requirements
represent a potential barrier to entry for possible competitors.

PFF, located in Gainesville, Florida, operates its hazardous, mixed and low-level radioactive waste activities under a
RCRA (“Resource Conservation and Recovery Act”) Part B permit, Toxic Substances Control Act (“TSCA”)
authorization, Restricted RX Drug Distributor-Destruction license, and a radioactive materials license issued by the
State of Florida.
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DSSI, located in Kingston, Tennessee, conducts mixed and low-level radioactive waste storage and treatment
activities under RCRA Part B permits and a radioactive materials license issued by the State of Tennessee Department
of Environment and Conservation.  Co-regulated TSCA Polychlorinated Biphenyl (“PCB”) wastes are also managed for
PCB destruction under the U.S. EPA Approval effective June 2008.

M&EC, located in Oak Ridge, Tennessee, performs hazardous, low-level radioactive and mixed waste storage and
treatment operations under a RCRA Part B permit and a radioactive materials license issued by the State of Tennessee
Department of Environment and Conservation.  Co-regulated TSCA PCB wastes are also managed under EPA
Approvals applicable to site-specific treatment units.

3
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PFNWR, located in Richland, Washington, operates a low-level radioactive waste processing facility as well as a
mixed waste processing facility. Radioactive material processing is authorized under radioactive materials licenses
issued by the State of Washington and mixed waste processing is additionally authorized under a RCRA Part B permit
with TSCA authorization issued jointly by the State of Washington and the EPA.

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

Backlog

The Treatment 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, 2014, our Treatment Segment had a backlog of
approximately $9,228,000, as compared to approximately $7,695,000 as of December 31, 2013. Additionally, the time
it takes to process waste from the time it arrives may increase due to the types and complexities of the waste we are
currently receiving. We typically process our backlog during periods of low waste receipts, which historically has
been in the first or fourth quarter.

Dependence Upon a Single or Few Customers

Our segments have significant relationships with the federal government, and continue to enter into contracts, directly
as the prime contractor or indirectly as a subcontractor, with 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 or renegotiate the contracts on 30 days notice, 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 as a prime contractor or
indirectly as a subcontractor to the federal government, representing approximately $34,780,000 or 60.9% of our total
revenue from continuing operations during 2014, as compared to $47,557,000 or 63.9% of our total revenue from
continuing operations during 2013.

The following customers accounted for 10% or more of the total revenues generated from continuing operations for
twelve months ended December 31, 2014 and 2013:
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Total % of
Total

Customer Year Revenue Revenue
United States Enrichment Corporation ("USEC") 2014 $10,272,000 18.0 %

2013 $2,037,000 2.7 %

CH Plateau Remediation Company ("CHPRC") 2014 $5,762,000 10.1 %
2013 $19,922,000 26.8 %

As our revenues are project/event based where the completion of one contract with a specific customer may be
replaced by another contract with a different customer from year to year, we do not believe the loss of one specific
customer from one year to the next will generally have a material adverse effect on our operations and financial
condition.

Competitive Conditions

The Treatment Segment’s largest competitor is EnergySolutions that operates treatment and disposal facilities in Oak
Ridge, TN and Clive, UT. Waste Control Specialists (“WCS”), which has newly licensed disposal capabilities in
Andrews, TX, has recently emerged as a competitor in the treatment market and is gaining market share. Perma-Fix
now has two options for disposal of treated nuclear waste and thus mitigates the prior risk of EnergySolutions
providing the only outlet for disposal. The Treatment Segment treats and disposes of DOE generated wastes largely at
DOE owned sites. Smaller competitors are also present in the market place; however, they do not present a significant
challenge at this time. Our Treatment Segment currently solicits business primarily on a North American basis with
both government and commercial clients; however, we are also focusing on emerging international markets for
additional work.

4
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We believe that the permitting and licensing requirements, and the cost to obtain such permits, are barriers to the entry
of hazardous waste and radioactive and mixed waste activities as presently operated by our waste treatment
subsidiaries. If the permit requirements for hazardous waste treatment, storage, and disposal (“TSD”) 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.

Our Services Segment is engaged in highly competitive businesses in which a number of our government contracts
and some of our commercial contracts are awarded through competitive bidding processes. The extent of such
competition varies according to the industries and markets in which our customers operate as well as the geographic
areas in which we operate. The degree and type of competition we face is also often influenced by the project
specification being bid on and the different specialty skill sets of each bidder for which our Services Segment
competes, especially projects subject to the governmental bid process. We also have the ability to prime federal
government small business procurements (small business set asides). Large businesses are more willing to team with
small businesses in order to be part of these often substantial procurements. There are a number of qualified small
businesses in our market that will provide intense competition that may provide a challenge to our ability to maintain
strong growth rates and acceptable profit margins. For international business there are additional competitors, many
from within the country the work is to be performed, making winning work in foreign countries more challenging. If
our Services Segment is unable to meet these competitive challenges, it could lose market share and experience an
overall reduction in its profits.

Certain Environmental Expenditures and Potential Environmental Liabilities

Environmental Liabilities

We have four remediation projects, which are currently in progress at our Perma-Fix of Dayton, Inc. (“PFD”),
Perma-Fix of Memphis, Inc. (“PFM”), Perma-Fix of Michigan, Inc. (“PFMI”) and Perma-Fix South Georgia, Inc. (“PFSG”)
subsidiaries, which are all included within our discontinued operations. These remediation projects principally entail
the removal/remediation of contaminated soil and, in most cases, the remediation of surrounding ground water. All of
the remedial clean-up projects 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.

At December 31, 2014, we had total accrued environmental remediation liabilities of $1,016,000, of which $728,000
is recorded as a current liability, which reflects a decrease of $15,000 from the December 31, 2013 balance of
$1,031,000. The net decrease of $15,000 represents payments on remediation projects at the PFSG location.  

No insurance or third party recovery was taken into account in determining our cost estimates or reserves. 
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The nature of our business exposes us to significant cost to comply with governmental environmental laws, rules and
regulations and 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. We could also be subject to fines and civil penalties in
connection with violations of regulatory requirements.

5
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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. 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 2014 and 2013, we spent approximately $1,315,000 and $1,764,000, respectively, in
research and development activities, of which approximately $759,000 and $585,000, respectively, were related to the
R&D of the medical isotope technology.

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, 2014, we employed approximately 281 employees, of whom 275 are full-time
employees, three are part-time employees, and three are temporary employees. Seven of the full time employees are
unionized and covered by a collective bargaining agreement.

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 or regulations. 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
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closure requirements.

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

CERCLA governs 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.

6

Edgar Filing: PERMA FIX ENVIRONMENTAL SERVICES INC - Form 10-K

18



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 Health, regulates the radiological operations of the PFNWR 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. 

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 (the “Commission”).

Risks Relating to our Operations
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Failure to maintain our financial assurance coverage that we are required to have in order to operate our
permitted treatment, storage and disposal facilities could have a material adverse effect on us.

American International Group (“AIG”) provides our finite risk insurance policies which provide financial assurance to
the applicable states for our permitted facilities in the event of unforeseen closure of those facilities. We are required
to provide and to maintain financial assurance that guarantees to the state that in the event of closure, our permitted
facilities will be closed in accordance with the regulations. Our initial policy provides a maximum of $39,000,000 of
financial assurance coverage. We also maintain a financial assurance policy for our PFNWR facility, which provides a
maximum coverage of $8,200,000. In the event that we are unable to obtain or maintain our financial assurance
coverage for any reason, this could materially impact our operations and our permits which we are required to have in
order to operate our treatment, storage, and disposal facilities

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.
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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 segments’ revenues are generated through various U.S. government contracts or subcontracts
involving the U.S. government. Our revenues from governmental contracts and subcontracts relating to governmental
facilities within our segments were approximately $34,780,000 or 60.9% and $47,557,000 or 63.9%, of our
consolidated operating revenues from continuing operations for 2014 and 2013, respectively. Most of our 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. All contracts with, or subcontracts involving, the federal government are terminable, or subject
to renegotiation, by the applicable governmental agency on 30 days notice, at the option of the governmental agency.
If we fail to maintain or replace these relationships, or if a material contract is terminated or renegotiated in a manner
that is materially adverse to us, our revenues and future operations could be materially adversely affected.

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

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

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

●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;
●civic opposition to or changes in government policies regarding nuclear operations;
●a reduction in demand for nuclear generating capacity; or
●failure to perform under existing contracts, directly or indirectly, with the federal government.

These events could result in or cause the federal government to terminate or cancel its existing contracts involving us
to treat, store or dispose of contaminated waste and/or to perform remediation projects, at one or more of the federal
sites since all contracts with, or subcontracts involving, the federal government are terminable upon or subject to
renegotiation at the option of the government on 30 days notice. 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/or reductions in government funding could have a material negative impact on our
businesses.
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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, reductions in the budget for spending to
remediate federal sites due to numerous reasons, including, without limitation, the substantial deficits that the federal
government has and is continuing to incur. During economic downturns and large budget deficits that the federal
government and many states are experiencing, the ability of private and government entities to spend on nuclear
services may decline significantly. Our operations depend, in large part, upon governmental funding, particularly
funding levels at the DOE. Significant reductions in the level of governmental funding (for example, the annual
budget of the DOE) or specifically mandated levels for different programs that are important to our business could
have a material adverse impact on our business, financial position, results of operations and cash flows.
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The loss of one or a few customers could have an adverse effect on us.

One or a few governmental customers or governmental related 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, such as
our CH Plateau Remediation Company subcontract which was completed effective September 30, 2013. 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 similar significant 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 governmental contracts, which are primarily with the DOE or subcontracts relating to DOE sites, 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 in
accordance with applicable regulations, we could be required to reimburse the U.S. government for amounts
previously received.

Governmental contracts or subcontracts involving governmental facilities 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 governmental contracts or subcontracts involving governmental facilities could
be terminated or we could be suspended from government contracting or subcontracting. If one or more of our
governmental contracts or subcontracts 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 governmental contracts or subcontracts involving governmental facilities, claims for civil or criminal fraud may
be brought by the government or violations of these regulations, requirements or statutes.

We are a holding company and depend, in large part, on receiving funds from our subsidiaries to fund our
indebtedness.

Because we are a holding company and operations are conducted through our subsidiaries, our ability to meet our
obligations depends, in large part, on the operating performance and cash flows of our subsidiaries.

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, 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
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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.

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.

9
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Our Treatment Segment has limited end disposal sites to utilize to dispose of its waste which could significantly
impact our results of operations.

Our Treatment Segment has limited options available for disposal of its waste. Currently, there are only two disposal
sites for our low level radioactive waste we receive from non-governmental sites. If either of these disposal sites
ceases to accept waste or closes for any reason or refuses to accept the waste of our Treatment Segment, for any
reason, we would be limited to only the one remaining site to dispose of our nuclear waste. With only one end
disposal site to dispose of our waste, we could be subject to significantly increased costs which could negatively
impact our results of operations.

Our businesses 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-level radioactive
waste), subjects us to risks of liability for damages. Such liability could involve, without limitation:

●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; and

●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.

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 will be a 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
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operations and expansion.

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 could
have a material adverse effect on our results of operations and liquidity.
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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.

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 of radioactive 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 be exposed to certain regulatory and financial risks related to climate change.

Climate change is receiving ever increasing attention from scientists and legislators alike. The debate is ongoing as to
the extent to which our climate is changing, the potential causes of this change and its potential impacts. Some
attribute global warming to increased levels of greenhouse gases, including carbon dioxide, which has led to
significant legislative and regulatory efforts to limit greenhouse gas emissions.

Presently there are no federally mandated greenhouse gas reduction requirements in the United States. However, there
are a number of legislative and regulatory proposals to address greenhouse gas emissions, which are in various phases
of discussion or implementation. The outcome of federal and state actions to address global climate change could
result in a variety of regulatory programs including potential new regulations. Any adoption by federal or state
governments mandating a substantial reduction in greenhouse gas emissions could increase costs associated with our
operations. Until the timing, scope and extent of any future regulation becomes known, we cannot predict the effect on
our financial position, operating results and cash flows.

We may not be successful in winning new business mandates from our government and commercial customers
or international customers.
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We must be successful in winning mandates from our government, commercial customers and international customers
to replace revenues from projects that we have completed or 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.

The elimination 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 or 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.

11
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Under certain conditions, the Price-Anderson Act’s indemnification provisions may not apply to our processing 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.

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 under-represented minority contractors.
Although the Company has the ability to certify and bid government contract as a small business, there are a number
of qualified small businesses in our market that will provide intense competition. Competition 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 may be unable to utilize loss carryforwards in the future.

We have approximately $5,553,000 and $50,224,000 in net operating loss carryforwards which will expire in various
amounts starting in 2021 if not used against future federal and state income tax liabilities, respectively. Our net loss
carryforwards are subject to various limitations. Our ability to use the net loss carryforwards depends on whether we
are able to generate sufficient income in the future years. Further, our net loss carryforwards have not been audited or
approved by the Internal Revenue Service.
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If our permit or other intangible assets become further impaired, we may be required to record additional
significant charge to earnings.

Under accounting principles generally accepted in the United States (“U.S. GAAP”), we review our intangible assets for
impairment when events or changes in circumstances indicate the carrying value may not be recoverable. Our permits
are tested for impairment at least annually (The Company has no goodwill as of December 31, 2014). Factors that may
be considered a change in circumstances, indicating that the carrying value of our permit or other intangible assets
may not be recoverable, include a decline in stock price and market capitalization, reduced future cash flow estimates,
and slower growth rates in our industry. We may be required, in the future, to record additional impairment charges in
our financial statements, in which any impairment of our permit or other intangible assets is determined. Such
impairment charges could negatively impact our results of operations.

We bear the risk of cost overruns in fixed-price contracts. We may experience reduced profits or, in some
cases, losses under these contracts if costs increase above our estimates.

Our revenues may be earned under contracts that are fixed-price in nature. Fixed-price contracts expose us to a
number of risks not inherent in cost-reimbursable contracts. Under fixed price and guaranteed maximum-price
contracts, contract prices are established in part on cost and scheduling estimates which are based on a number of
assumptions, including assumptions about future economic conditions, prices and availability of labor, equipment and
materials, and other exigencies. If these estimates prove inaccurate, or if circumstances change such as unanticipated
technical problems, difficulties in obtaining permits or approvals, changes in local laws or labor conditions, weather
delays, cost of raw materials or our suppliers’ or subcontractors’ inability to perform, cost overruns may occur and we
could experience reduced profits or, in some cases, a loss for that project. Errors or ambiguities as to contract
specifications can also lead to cost-overruns.
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Adequate bonding is necessary for us to win certain types of new work.

We are often required to provide performance bonds or other financial assurances to customers under fixed-price
contracts, primarily within our Services Segment. These surety instruments indemnify the customer if we fail to
perform our obligations under the contract. If a bond is required for a particular project and we are unable to obtain it
due to insufficient liquidity or other reasons, we may not be able to pursue that project. We currently have a bonding
facility but, the issuance of bonds under that facility is at the surety’s sole discretion. Moreover, due to events that
affect the insurance and bonding markets generally, bonding may be more difficult to obtain in the future or may only
be available at significant additional cost. There can be no assurance that bonds will continue to be available to us on
reasonable terms. Our inability to obtain adequate bonding and, as a result, to bid on new work could have a material
adverse effect on our business, financial condition and results of operations.

Failure to maintain effective internal control over financial reporting or failure to remediate a material
weakness in internal control over financial reporting could have a material adverse effect on our business,
operating results, and stock price.

Maintaining effective internal control over financial reporting is necessary for us to produce reliable financial reports
and is important in helping to prevent financial fraud. If we are unable to maintain adequate internal controls, our
business and operating results could be harmed. We are required to satisfy the requirements of Section 404 of
Sarbanes Oxley and the related rules of the Commission, which require, among other things, management to assess
annually the effectiveness of our internal control over financial reporting. Management has determined that a material
weakness, as described in Part II – Item 9A, “Controls and Procedures,” of this Annual Report, existed as of December
31, 2014. Accordingly, we have concluded that our internal control over financial reporting was not effective as of
December 31, 2014. We are currently working to remediate this material weakness. If we are unable to effectively
remediate this material weakness or we are otherwise unable to maintain adequate internal control over financial
reporting, there is a reasonable possibility that a misstatement of our annual or interim financial statements will not be
prevented or detected in a timely manner. If we cannot produce reliable financial reports, investors could lose
confidence in our reported financial information, the market price of our common stock could decline significantly,
and our business, financial condition, and reputation could be harmed.

Risks Relating to our Intellectual Property

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 nuclear services and 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
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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.

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.
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Risks Relating to our Financial Position and Need for Financing

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, we had instances in which
we failed to meet our quarterly fixed charge coverage ratio; however, these instances of non-compliance were waived
by our lender. In the past, our lender also has amended the methodology in calculating the quarterly fixed charge
coverage ratio and changed the minimum quarterly fixed charge coverage ratio requirement so we can meet our
quarterly fixed charge coverage ratio. We met our fixed charge coverage ratio in each of the second to fourth quarters
of 2014. Our lender waived the quarterly fixed charge coverage ratio testing requirement for the first quarter of 2014.
If we fail to meet the minimum quarterly fixed charge coverage ratio requirement 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 accelerates the
payment of our borrowings under our credit facility. In such event, we may not have sufficient liquidity to repay our
debt under our credit facility and other indebtedness. 

Our amount of debt could adversely affect our operations.

At December 31, 2014, our aggregate consolidated debt was approximately $11,372,000 (net of debt discount of
$137,000). Our Amended and Restated Revolving Credit, Term Loan and Security Agreement, dated October 31,
2011, as amended (“Amended Loan Agreement”) provides for a total Credit Facility commitment of $28,000,000,
consisting of a $12,000,000 revolving line of credit and a term loan of $16,000,000. The maximum we can borrow
under the revolving part of the Credit Facility is based on a percentage of the amount of our eligible receivables
outstanding at any one time. As of December 31, 2014, we had no borrowings under the revolving part of our Credit
Facility and borrowing availability of up to an additional $7,402,000 based on our outstanding eligible receivables. A
lack of positive 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.

Our substantial level of indebtedness could limit our financial and operating activities, and adversely affect our
ability to incur additional debt to fund future needs.

We currently have a substantial amount of indebtedness. As a result, this level of indebtedness could, among other
things:

●require us to dedicate a substantial portion of our cash flow to the payment of principal and interest, thereby reducing
the funds available for operations and future business opportunities;
●make it more difficult for us to satisfy our obligations;
●
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limit our ability to borrow additional money if needed for other purposes, including working capital, capital
expenditures, debt service requirements, acquisitions and general corporate or other purposes, on satisfactory terms
or at all;

● limit our ability to adjust to changing economic, business and competitive
conditions;

●place us at a competitive disadvantage with competitors who may have less indebtedness or greater access to
financing;

●make us more vulnerable to an increase in interest rates, a downturn in our operating performance or a decline in
general economic conditions; and

●make us more susceptible to changes in credit ratings, which could impact our ability to obtain financing in the future
and increase the cost of such financing.
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Any of the foregoing could adversely impact our operating results, financial condition, and liquidity. Our ability to
continue our operations depends on our ability to generate profitable operations or complete equity or debt financings
to increase our capital.

Risks Relating to our Common Stock

Issuance of substantial amounts of our Common Stock could depress our stock price.

Any sales of substantial amounts of our Common Stock in the public market could cause an adverse effect on the
market price of our Common Stock and could impair our ability to raise capital through the sale of additional equity
securities. The issuance of our Common Stock will result in the dilution in the percentage membership interest of our
stockholders and the dilution in ownership value. As of December 31, 2014, we had 11,468,843 shares of Common
Stock outstanding.

In addition, as of December 31, 2014, we had outstanding options to purchase 239,023 shares of Common Stock at
exercise prices from $2.79 to $14.75 per share and two outstanding warrants to purchase up to an aggregate 70,000
shares of Common Stock at exercise price of $2.23 per share. Further, our preferred share rights plan, if triggered,
could result in the issuance of a substantial amount of our Common Stock. The existence of this quantity of rights to
purchase our Common Stock under the preferred share rights plan 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.

We do not intend to pay dividends on our Common Stock in the foreseeable future.

Since our inception, 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.

The price of our Common Stock may fluctuate significantly, which may make it difficult for our stockholders
to resell our Common Stock when a stockholder wants or at prices a stockholder finds attractive.

The price of our Common Stock on the Nasdaq Capital Markets constantly changes. We expect that the market price
of our Common Stock will continue to fluctuate. This may make it difficult for our stockholders to resell the Common
Stock when a stockholder wants or at prices a stockholder finds attractive.
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Future issuance of our Common Stock could adversely affect the price of our Common Stock, our ability to
raise funds in new stock offerings and could dilute the percentage ownership of our common stockholders.

Future sales of substantial amounts of our Common Stock or equity-related securities in the public market, or the
perception that such sales or conversions could occur, could adversely affect prevailing trading prices of our Common
Stock and could dilute the value of Common Stock held by our existing stockholders. No prediction can be made as to
the effect, if any, that future sales of shares of Common Stock or the availability of shares of Common Stock for
future sale will have on the trading price of our Common Stock. Such future sales or conversions could also
significantly reduce the percentage ownership of our common stockholders.

Delaware law, certain of our charter provisions, our stock option plans, 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 a Delaware corporation governed, in part, by the provisions of Section 203 of the 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 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.
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We have authorized and unissued 18,214,492 (which includes shares issuable under outstanding options to purchase
239,023 shares of our Common Stock and two warrants to purchase 70,000 shares of our Common Stock) shares of
Common Stock and 2,000,000 shares of Preferred Stock as of December 31, 2013 (which includes 600,000 shares of
our Preferred Stock reserved for issuance under our preferred share rights plan). These unissued shares could be used
by our management to make it more difficult, and thereby discourage an attempt to acquire control of us.

Our Preferred Share Rights Plan may adversely affect our stockholders.

In May 2008, we adopted a preferred share rights plan (the “Rights Plan”), designed to ensure that all of our
stockholders receive fair and equal treatment in the event of a proposed takeover or abusive tender offer. However, the
Rights Plan may also have the effect of deterring, delaying, or preventing a change in control that might otherwise be
in the best interests of our stockholders.

In general, under the terms of the Rights Plan, subject to certain limited exceptions, if a person or group acquires 20%
or more of our Common Stock or a tender offer or exchange offer for 20% or more of our Common Stock is
announced or commenced, our other stockholders may receive upon exercise of the rights (the “Rights”) issued under
the Rights Plan the number of shares our Common Stock or of one-one hundredths of a share of our Series A Junior
Participating Preferred Stock, par value $.001 per share, having a value equal to two times the purchase price of the
Right. In addition, if we are acquired in a merger or other business combination transaction in which we are not the
survivor or more than 50% of our assets or earning power is sold or transferred, then each holder of a Right (other
than the acquirer) will thereafter have the right to receive, upon exercise, common stock of the acquiring company
having a value equal to two times the purchase price of the Right. The initial purchase price of each Right was $13,
subject to adjustment and adjustment for the reverse stock split.

The Rights will cause substantial dilution to a person or group that attempts to acquire us on terms not approved by
our board of directors. The Rights may be redeemed by us at $0.001 per Right at any time before any person or group
acquires 20% or more of our outstanding common stock. The rights should not interfere with any merger or other
business combination approved by our board of directors. The Rights expire on May 2, 2018. 

ITEM 1B.    UNRESOLVED STAFF COMMENTS

Not Applicable.

ITEM 2.       PROPERTIES
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Our principal executive office is in Atlanta, Georgia. Our Business Center is located in Knoxville, Tennessee. Our
Treatment Segment facilities are located in Gainesville, Florida; Kingston, Tennessee; Oak Ridge, Tennessee, and
Richland, Washington. Our Services Segment operates subsidiaries located in Knoxville, Tennessee and Blaydon On
Tyne, England, of which we lease all of the properties. We have a facility located in Valdosta, Georgia, which is
included within our discontinued operations. On August 14, 2013, our Valdosta, Georgia facility incurred fire damage
which has left it non-operational at this time. The Company is currently evaluating options regarding the future
operation of this facility. We continue to market this facility for sale. We also maintain properties in Brownstown,
Michigan and Memphis, Tennessee, which are all non-operational and are included within our discontinued
operations.

Three of our facilities are subject to mortgages as granted to our senior lender (Kingston, Tennessee; Gainesville,
Florida; and Richland, Washington).  
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The Company currently leases properties in the following locations:

Location Square
Footage Expiration of Lease

Knoxville, TN (Safety and Ecology Corporation or "SEC") 20,850 May 31, 2018
Knoxville, TN (SEC) 5,000 September 30, 2017
Blaydon On Tyne, England (Perma-Fix UK Limited) 1,000 Monthly
Pittsburgh, PA (SEC) 640 Monthly
Newport, KY (SEC) 1,566 Monthly
Oak Ridge, TN (M&EC) 150,000 January 31, 2018
Atlanta, GA (Corporate) 6,499 February 28, 2018

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 Northwest Richland, Inc. (“PFNWR”)

PFNWR filed suit (PFNWR vs. Philotechnics, Ltd.) in the U.S. District Court, Eastern District of Tennessee, asserting
contract breach and seeking specific performance of the “return-of-waste clause” in the brokerage contract between a
prior facility owner (now owned by PFNWR) and Philotechnics, Ltd. (“Philo”), as to certain non-conforming waste
Philo delivered for treatment from Philo’s customer, El du Pont de Nemours and Company (“DuPont”), to the PFNWR
facility, before PFNWR acquired the facility. Our complaint seeked an order that Philo: (A) specifically perform its
obligations under the contract’s “return-of-waste” clause by physically taking custody of and by removing the
nonconforming waste, (B) pay PFNWR all additional costs of maintaining and managing the waste, and (C) pay
PFNWR the cost to treat and dispose of the nonconforming waste so as to allow PFNWR to compliantly dispose of
that waste offsite. PFNWR has processed, packaged, transported from the facility, and disposed of the
non-conforming waste. The case was mediated on October 7, 2014 and all parties agreed to dismiss any remaining
claims with no further action pending. The case was officially resolved on October 14, 2014.

ITEM 4.       MINE SAFETY DISCLOSURE

Not Applicable.
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PART II

ITEM 5.       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”. 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.

2014 2013
Low High Low High

Common Stock 1st Quarter $2.81 $5.15 $3.14 $5.25
2nd Quarter 3.74 5.86 1.80 4.30
3rd Quarter 3.56 5.19 1.96 4.00
4th Quarter 3.65 5.01 2.85 4.28

As of March 2, 2015, there were approximately 228 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 2, 2015, was approximately 2,911.
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Since our inception, we have not paid any cash dividends on our Common Stock and have no dividend policy. Our
Amended Loan Agreement prohibits us from 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 occurred during 2014. 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 2014.

We have adopted a preferred share rights plan, which is designed to protect us against certain creeping acquisitions,
open market purchases, and certain mergers and other combinations with acquiring companies. See Item 1A. - Risk
Factors – “Our Preferred Share Rights Plan may adversely affect our stockholders” as to further discussion relating to the
terms of our preferred share rights plan.

Reverse Stock Split and Reduction in Authorized Shares

During September, 2013, our stockholders approved a reverse stock split within the range of 1-for-2 to 1-for-7 of our
outstanding common stock and shares subject to outstanding options at any time prior to November 8, 2013, and
authorized our Board of Directors, without further action of the stockholders, to amend our Restated Certificate of
Incorporation to effect the reverse stock split, with the exact ratio and effective date to be determined by the Board.
The Board approved the ratio of 1-for-5 for the reverse stock split, with the reverse stock split effective at 12:01 a.m.
on October 15, 2013.

On September 18, 2014 at the Company’s 2014 Annual Meeting of Stockholders, the Company’s stockholders
approved an amendment to the Company’s Restated Certificate of Incorporation to reduce the number of shares of
Common Stock the Company is authorized to issue from 75,000,000 to 30,000,000. This amendment became effective
on September 19, 2014.

ITEM 6.       SELECTED FINANCIAL DATA

Not required under Regulation S-K for smaller reporting companies.

ITEM 7.       MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS
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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.

Revision of Prior Period Financial Statements

During the Company’s preparation of the 2014 income tax provision, the Company determined that certain deferred tax
liabilities related to acquired indefinite-lived permits from the Company’s acquisition of our DSSI subsidiary in 2000
and our M&EC subsidiary in 2001 were not recorded. Upon adoption of Statement of Financial Accounting Standards
No. 142, “Goodwill and Other Intangible Assets” by the Company in 2002 (now ASC 350, “Intangibles-Goodwill and
Others”), the acquired permits were determined to be indefinite-lived intangible assets. As a result, deferred tax
liabilities should have been established for these indefinite-lived intangible assets on January 1, 2002, with the offset
being expense. Further, as these deferred tax liabilities relate to indefinite lived intangible assets, they cannot be
utilized for purposes of offsetting deferred tax assets in evaluating the need for a deferred tax asset valuation
allowance.
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In order to correct these errors, we recorded an adjustment to increase the 2013 opening balance of accumulated
deficit in our Consolidated Statements of Stockholders’ Equity by $3,455,000. Due to rules requiring an allocation of
valuation allowance to deferred tax assets, the correction of this error also resulted in an increase to deferred tax
liabilities (long-term) of $3,915,000 and an increase to deferred tax assets (current) of $460,000 for a net deferred tax
liability of $3,455,000 as of December 31, 2013.

The Company considered the guidance in ASC 250, “Accounting Changes and Error Corrections; Staff Accounting
Bulletin Topic 1:M, Materiality; and Topic 1:N, Considering the Effects of Prior Year Misstatements when
Quantifying Misstatements in Current Year Financial Statements,” and concluded that the error was not material to
previously issued financial statements. The resulting revision had no impact on the Company’s previously reported
cash, Consolidated Statement of Operations, Consolidated Statement of Comprehensive Loss, and Consolidated
Statements of Cash Flows as of and for the year ended December 31, 2013.

For a detailed description and impact of the revision to the Consolidated Financial Statements, see “Note 3 – Revision of
Prior Period Financial Statements” in “Notes to Consolidated Financial Statements” of Part II, Item 8 – “Financial
Statements and Supplementary Data.”

Review

Revenue decreased $17,348,000 or 23.3% to $57,065,000 for the twelve months ended December 31, 2014 from
$74,413,000 for the corresponding period of 2013. We saw a revenue decrease of approximately $24,151,000 or
62.1% within our Services Segment primarily resulting from the completion of certain large contracts with the U.S.
Department of Energy (“DOE”) (under the nuclear services area) and the completion of the CH Plateau Remediation
Company (“CHPRC”) subcontract (under the nuclear services area) effective September 30, 2013. The CHPRC
subcontract was awarded to our East Tennessee Materials & Energy Corporation (“M&EC”) subsidiary in 2008 in
connection with CH2M Hill Plateau Remediation Company’s prime contract with the DOE, relating to waste
management and facility operations at the DOE’s Hanford, Washington site. Revenue generated under this subcontract
was approximately $17,653,000 in 2013. Revenue from our Treatment Segment was higher by $6,803,000 or 19.1%
primarily due to a higher priced waste mix. Gross profit increased $2,092,000 or 21.3%, primarily due to higher
revenue generated from our Treatment Segment and the reduction in certain of our fixed costs as we continue to
streamline costs. Selling, General, and Administrative (“SG&A”) expenses decreased $2,403,000 or 16.7% for the
twelve months ended December 31, 2014 as compared to the corresponding period of 2013.

We had working capital of $757,000 at December 31, 2014, as compared to working capital deficit of $2,498,000 at
December 31, 2013, an increase of $3,255,000.
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