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Forward-Looklng Information
This Quarterly Report on Form 10-Q for the three months ended March 31, 2024, including Part I, ltem 2, “Management's Discussion
and Analysis of Financial Condition and Results of Operations” gthe “MD&A’), contains forward-looking statements within the “safe harbor”
provisions of the Private Securities Litigation Reform Act of 1995. Forward-looking statements in this report include, but are not limited to,
statements about our expectations, objectives, anticipations, plans, hopes, beliefs, intentions or strategies regarding the future.
Fon/\ard-/ookinl? statements represent our current expectations about future events, are based on assumptions, and involve risks and
uncertainties. If the risks or uncertainties occur or the assumptions prove incorrect, then our results may differ materially from those set forth
or implied by the forward-looking statements. Our fon/vard-looldy statements are not quarantees of future performance or events.

Words such as “expects,” “anticipates,” “aims,” “‘projects,” “intends,” “plans,” “believes,” “estimates,” “seeks,” “continue,” “could,”

“may,” “potential,” “should,” “will,” “would,” variations of such words and similar expressions are also intended to identify such forward-looking
statements. These forward-looking statements are subject to risks, uncertainties and assumptions that are difficult to predict; therefore,
actual results may differ materially and adverse‘g from those expressed in any forward-looking statement. Readers are directed to risks and
uncertainties identified under Part Il, ltem 1A, “Risk Factors,” and elsewhere in this report for factors that may cause actual resuls to be
different from those expressed in these forward-looking statements. Except as required by law, we undertake no obligation to revise or
update publicly any forward-looking statement for any reason.

orward-looking statements in this report include, without limitation, statements about the following:



«our belief that our PX offers market-leading value with the highest technological and economic benef;
sour belief that leveraging our pressure exchanger technology will unlock new commercial opportunities in the future;

«our beliefthat our PX G1300™ can contribute to help make COxbased refrigeration econorically viable in a broader range of

climates;
+our belief that our technology helps our customer achieve environmentally sustainable operations;

sour expeciation that sales outside of the U.S. will remain a significant portion of our revenue;
*the scale of the environmental impact from the use of our solutions;

sour belief that our sustainability goals are highly influental to our business success;

*the timing of our receipt of payment for products or services fromour custommers;

sour belief that our existing cash and cash equivalents, our short and/or long-terminvestments, and the ongoing cash generated
fromour operations, will be sufiicient to meet our anticipated liquidity needs for the foreseeable future, with the exception of a
decision to enter info an acquisition and/or fund investments in our latest technology arising from rapid market adoption that
could require us to seek additional equity or debt financing;

sour expectations relating to the amount and timing of recognized revenue from our projects;
*our expeciations relating to expenses;

*our expecation thatwe will coninue 1o receive a tax beneft related to U.S. federal foreign-derived intangible income and
California research and development tax credit

+the outcome of proceedings, lawsuits, disputes and claims;
*the impact of losses due to indemmnification obligations;

«other factors disclosed under the MD&A and Part|, Item 3, “Quanttaiive and Qualitaiive Disclosures about Market Risk,” and
elsewhere in this Form 10-Q.

You should not place undue reliance on these forward-looking statements. These forward-looking statements reflect management’s

opinions only as of the date of the filing of this Quarterly Report on Form 10-Q. All forward-looking statements included in this document are
subject to additional risks and uncertainties further discussed under Part Il, ltem 1A, “Risk Factors,” and are based on information available to
us as of May 1, 2024. We assume no obligation to update any such forward-looking statements. Certain risks and uncertainties could cause
actual results to differ materially from those projected in the forward-looking statements. These forward-looking statements are disclosed
from time to time in our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K filed with, or
furr;é'shed 1t8- ge Securities and Exchange Commission (the “SEC”), as well as in Part Il Item 1A, “Risk Factors,” within this Quarterly Report
on Form .
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It is important to note that our actual results could differ materially from the results set forth or implied by our forward-looking

statements. The factors that could cause our actual results to differ from those included in such forward-looking statements are set forth

under the heading ltem 1A, “Risk Factors,” in our Quarterly Reports on Form 10-Q, in our Annual Reports on Form 10-K; and from time-to-

time, in our results disclosed in our Current Reports on Form 8-K. In addition, when preparing the MD&A below; we presume the readers

ili?ave lat;oesss t(’)( and have read the MD&A in our Annual Report on Form 10-K; pursuant to Instruction 2 to paragraph (b) of ltem 303 of
egulation S-K.

We provide our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Proxy Statements on

Schedule 14A, Forms 3, 4 and 5 filed by, or on behalf of, directors, executive officers and certain large shareholders, and any amendments to

those documents filed or furnished pursuant to the Securities Exchange Act of 1934, free of charge on the Investor Relations section of our

website, wmw.energyrecovery.com. These filings will become available as soon as reasonably practicable after such material is

e/?ctrontipally filed with or furnished to the SEC. From time to time, we may use our website as a channel of distribution of material company

information.

We also make available in the Investor Relations section of our website our corporate governance documents including our code of

business conduct and ethics and the charters of the audit, compensation and nominating and %overnance committees. These documents, as

well as the information on the website, are not intended to be part of this Quarterly Report on Form 10-Q. We use the Investor Relations

section of our website as a means of complying with our disclosure obligations under Regulation FD. Accordingly, you should monitor the

I{_ngtorf Igelattimts section of our website in addition to following our press releases, SEC filings and public conference calls and webcasts.
able of Contents



PART | — FINANCIAL INFORMATION
ltem 1 — Financial Statements (unaudited)
ENERGY RECOVERY, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

Curent assefs:

Cash and cash equivaents
Shortteminvestments

Accounts recelveble, net

Inventories, net

Prepaid expenses and other assefs
Tot curent assefs

Longtem investments

Deferred tax assefs, net

Property and equipment, net

Operaiing lease, right of use asset
Goodwill

Other assefs, non-curent

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Curent liabiliies:

Accounts payable

Accrued expenses and ather liabilities
Lease liabiliies

Contract liahilities

Tot curent lisbilites

Lease liahilities, non-curent

Other liailities, non-current

Tot liahilities

Commitments and contingencies (Note 7)
Stockhalders’ equity:

Common stock

Additional peickin capital

Accumuated other comprehensive loss
Treasury stock

Retained eamings

To stockholders’ equity

Tot liabilities and stockholders’ equity
See Accompanying Notes to Condensed Consdlicated Financia Statements

March 31, December 31,
2024 2023
(Inthousands)
$ 071 $ 68,09
46,577 40,445
25,056 46937
31,671 26,149
4288 3843
178,372 185,472
12137 13882
11,652 10,32
17,889 18,699
11,088 11,469
12790 12790
387 388
$ 24065 % 252974
$ 342§ 3,000
8342 15,583
1,854 1,791
3449 1,007
17,137 21471
10,959 11,488
132 00
828 3,16
65 65
w12 217617
(60) (44)
(80,480) (8048)
743% 8.6%
216,037 219808
$ U405 $ 250,974




ENERGY RECOVERY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended March 31,

2024 2023
(Inthousands, except per share dta)
Revenue $ 1200 § 13401
Cost of revenue 4,985 5,246
Gross proft 713% 81%
Operafing expenses:
Generd and administrative 7,566 7,066
Sdes and marketing 6,152 481
Research and development 4,351 4,306
Total operaing expenses 18,009 16,266
Loss from operations (10.934) 8111)
Other income (expense):
Interest income 1,442 621
Other non-operating income (expense), net (53 K3
Tot other income, net 1,389 656
Loss before income taxes (9549 (7.4%)
Benefit from income taxes (1,289 (1,159)
Net loss $ 820 $ (6,2%)
Net loss per share:
Basic $ 014 $
Diluted $ 014 $
Number of shares used in per share caculaions:
Basic 57,102 5,28
Diluted 57,102 56,228

See Accompanying Notes to Condensed Consoliceted Financia Statements

ENERGY RECOVERY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS



Three Months Ended March 31,

2024 2023

(nthousarck)

Net loss $ 8260 $ (6,2%)
Other comprehensive income (Ioss), net of tax

Foreign curency franslation adjustments 2 (17)
Unredlized gain (loss) on investments 44 %
Total ather comprehensive income (loss), net of tax (16) 8
Comprehensive loss $ ®2m) $ (6,218)

See Accompanying Notes to Condensed Consoliceted Financia Statements

ENERGY RECOVERY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY



(Inthousands, except shares)
Common stock
Beginning and ending balance

Additional paic-in capital
Beginning balance

Issuance of common stock, net
Stock-based compensation
Ending bdlance

Accumulated other comprehensive loss
Beginning balance

Other comprehensive (loss) income

Foreign curency franslation adjustments
Unredlized (loss) gain on investments

Tot ather comprehensive (loss) income, net

Ending balance

Treasury stock
Beginning and ending balance

Retained earnings
Beginning balance
Net loss

Ending bdlance

Total stockholders’ equity
Common stock issued (shares)
Beginning balance

Issuance of common stock, net
Ending bdlance

ENERGY RECOVERY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended March 31,

224
$ 65 64
27617 24957

1,190 165

3315 2218

w12 27,300

@ 39
B (1

@ %

(16) 7

(€0) @n)

(80486) (80486)

.65 61,152

(8,200) 62%)

74,3% 54,856

$ 26087 181,508
66,029,450 4,225,391
48,455 265,908
AT 64,491,384



Three Months Ended March 31,

2024 2023
(nthousarck)
Cash flows from operating acfvities:
Net loss $ 820 $ (6,2%)
Adiustments o reconcile net loss to cash provided by operafing acfiviies
Stock-based compensation 3283 2302
Depreciation and amorfization 1,09 B3
Right of use asset amorization 431 402
Accrefion (amorfizafion) of discounts (premiuns) on investments (231 (t:¢)]
Deferred income taxes (1,328 (1,152
Other non-cash adjustments 116 B
Changes in operating assefs and liabilities:
Accourts recelvable, net 21,882 259
Contract assefs — 53
Inventories, net (6,723) (4,855)
Prepeid and other assefs (545) 187
Accourts payable 1,140 20
Accrued expenses and other libilities (7,589) (7,1%6)
Contract liebilities 2292 216
Net cash provided by operating activiies 6,497 8657
Cash flows from investing actvities:

Note 1 — Description of Business and Significant Accounting Policies

Energy Recovery, Inc. and its wholly-owned subsidiaries (the “Company” or “Energy Recovery”) designs and manufaciures reliable,
high-performance solutions that provide cost savings through improved energy efficiency in commercial and industrial processes, with
applications across several industries. Leveraging the Company’s pressure exchanger technology, which generates litfe to no emissions
when operating, the Company believes ifs soluions lower costs, save energy, reduce waste, and minimize emissions for companies across a
variety of commercial and industrial processes. As the world coalesces around the urgent need to address climate change and its impacts,
the Company is helping companies reduce their energy consunmption in their industrial processes, which in turn, reduces their carbon
footprint The Company believes that ts customers do nothave to sacrifice quality and cost savings for sustainability and the Conpané [
commitied to developing solutions that drive long-term value — both financial and environmental. The Company’s solutions are marketed

sold in, and developed for, the fluid-flow and gas markets, such as seawater and wastewater desalination, natural gas, chemical processing

and CO,based refrigeration systems, under the rademarks ERI® PX® Pressure Exchanger®, PX®Pressure Exohanger®(“P "), Ultra X"

PXG" PXG1300", PX PowerTrain ', AT ", and Aquabold". The Company owns, manufaciures and/or develops its solutions, in whole or in

art, in the United States of America (the “U.S.").

sis of Presentation

The Condensed Consolidated Financial Statements include the accounts of Energy Recovery, Inc. and its wholly-owned subsidiaries.
Al intercompany accounts and transactions have been eliminated in consolidation.
The acconpan&&Condensed Consolidated Financial Statements have been prepared pursuant fo the rules and regulations of the
Securities and ange Commission (the “SEC”). Certain information and foonote disclosures normally included in fhe financial statements
prepared in accordance with U.S. ?enerally accepted accounting principles (“GAAP”) have been condensed or omitied pursuant to such rules
and regulations. The December 31, 2023 Condensed Consolidated Balance Sheetwas derived from audited financial statements and may
notinclude all disclosures required by GAAP; however, the Company believes that the disclosures are adequate to make the information
ﬁ)_resented not misleading.

he March 31, 2024 unaudited Condensed Consolidated Financial Statements should be read in conjunction with the audited
Consolidated Financial Statements and the notes thereto for the fiscal year ended December 31, 2023 included in the Company’s Annual
Reporton Form 10-K fled with the SEC on February 21, 2024 (the 2023 Annual Report’).
All adjustments consisting of normal recurring adjustments that are necessary to present fairly the financial position, results of
operations and cash flows for the interim periods have been made. The results of operations for the interim periods are not necessarily
indicative of the operafing results for the full fiscal year or any future periods.
Use of Estimates
The preparation of Condensed Consolidated Financial Statements, in conformity with GAAP, reguires the Cormpany’s management to
make judgments, assumptions and estimates that affect the amounts reported in the Condensed Consolidated Financial Statements and
accormpanying notes.
The accounting policies that reflect the Company’s significant estimates and judgments and that the Company believes are the most
critical fo aid in fully understanding and evaluafing its reported financial results are revenue recognition; granted equity award valuations;
equipment useful life and valuation; goodwill valuation and impairment deferred taxes and valuation allowances on deferred tax assets; and
;valuaﬁ%n atr:ed measurement of confingencies. Those estimates could change, and as a result, actual results could difler materially from

ose esfimates.
The Company is notaware of any specific event or circumstance that would require an update o ifs estimates or judgments or a
revision of the carrying value of ifs assefs or liabiliies as of May 1, 2024, the date ofissuance of this Quarterly Reporton Form10-Q. These
estimates may change, as new events occur and additional information is obtained. Actual results could differ materially from these
estimates under difierent assumptions or conditions. The Company undertakes no obligation to publicly update these estimates for any
reason after the date of this Quarterly Report on Form 10-Q, exceptas required by law.

ENERGY RECOVERY, INC.
(l\bOTEg.;I'(g)CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
naudite



Significant Accounting Policies

There have been no material changes to the Cormpany'’s significant accounting policies in Note 1, “Description of Business and
Significant Accounting Policies - Significant Accounting Policies,” of the 2023 Annual Report

Recently Issued Accounting Pronouncement Not Yet Adopted

There have been no issued aooounﬁn%pronounoenems that have not yet been adopted during the three months ended March 31,
2024 that apply to the Conxany other than the pronouncements disclosed in Note 1, “Description of Business and Significant Accounting
Policies - Recently Issued Accounting Pronouncement Not Yet Adopted,” of the 2023 Annual Report

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q1'2024 Form10-Q| 7

Note 2 — Revenue
Disaggregation of Revenue



The following table presents the disaggregated revenues by segment, and within each segment, by geographical market based on the
customer “shipped " address, and by channel customers. Sales and usage-based taxes are excluded fromrevenues. See Note 9,
“Segment Reporfing,” for further discussion related to the Company’s segments.

Three Months Ended March 31, 2024 Three Months Ended March 31, 2023
Water Emerging .  Total Water Emerging .  Total
Technologies Technologies

(inthousands)
Geographical market
Midde East and Afiica $ 478 $ 19 476 § 270 § — % 2™
Americas 3939 — 3939 3208 0 3238
Asia 1,97 — 1,97 6,114 — 6,114
Europe 1,386 — 1,386 1,235 75 1,310
Tod revenue $ 1200 $ 1% 1200 § 1326 §$ 106 $§ 13401
Channel
Aftermerket $ 4683 $ 19 64 § 332 § —§ 33
Megaproject 4,100 — 4100 3243 — 3243
Original equipment menufacturer 3346 — 3346 6,731 106 6,8%
Totd revenue $ 1200 § 1§ 1200 § 132% § 105§ 13401
Contract Balances
The following table presents contract balances by category.

March 31, December 31,

2024 2023

(Inthousands)
Accourts receivable, net $ 505 $ 46,937
Contract assefs, curent (included in prepaid expenses and other assets) 52 502
Contract liahilities:
Contract liabilities, cument $ 349 § 1,097
Contract liabilities, non-current (included in oher liabilities, non-currer) 0 D
Tot contract liabilifes $ 3419 $ 1,187

Contract Liabilities

The Cormpany records contract liabiliies, which consist of customer degosis and deferred revenue, when cash payments are
received in advance of the Company’s performance. The following table presents significant changes in oonn'inargtl(i:?lbiliﬁes during the period.

3, December 31,
2023
(nthousarck)
Contract liehilities, beginning of year $ 1187 § 1,316
Revenue recognized (1,038 (1,24)
Cash received, excluding amounts recognized as revenue during the period 3330 1,125
Contract libilities, end of period $ 3479 § 1,187

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q12024 Form10-Q| 8

Remaining Performance Obligations

As of March 31, 2024, the following table presents the revenue thatis expected to be recognized related to performance obligations

Iggrt_g&e unsatisfied or partally unsafisfied.
|

Remaining
rmance
Obligations
(Inthousands)
2024 (remeining nine months) $ 6,021
2025 840

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q1'2024 Form10-Q| 9



Note 3 — Net Loss Per Share

Net loss for the reported period is divided by the weighted average number of basic and diluted common shares outstanding during
the reported period to calculate the basic and diluted netloss per common share, respeciively.

The following table presents the computation of basic and diluted netloss per common share.

Three Months Ended March 31,

2024 2023
(Inthousands, excet per share aourts)
Numerator
Net loss $ 820 $ (6,2%)
Denominator (weighted average shares)
Basic and dilutive common shares outstanding 57,102 5,28
Net loss per shere
Basic $ 014 $ 0.11)
Diluted $ 014 $ ©.11)
The following table presents the equity awards that are excluded fromdiluted netloss per share because their eflect would have been
ankdive. Three Months Ended March 31,

2024 2023
(Inthousands)
Ant-diutive equity award shares 32%6 2652

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q12024 Form10-Q| 10



Note 4 — Other Financial Information

Cash, Cash Equivalents and Restricted Cash

The Condensed Consolidated Statements of Cash Flows explain the changes in the tofal of cash, cash equivalents and restricted

cash, such as cash amounts deposited in restricted cash accounts in connection with the Company’s credit cards. The following table
presents a reconciliation of cash, cash e%uivalems and restricted cash, reported for each period within the Condensed Consolidated Balance
Sheets and the Condensed Consolidated Statements of Cash Flows that sumto the tofal of ﬁgrd& amounts.

3, December 31, March 31,
2023 2023
(Inthousands)

Cash and cash equivaents $ 0781 § 6808 § 06,332
Restricted cash, noncurrent (included in other assefs, non-current) 16 127 123
Totel cash, cash equivelents and restricted cash $ 0907 $ 825 § 06,45
Accounts Receivable, net

March 31, December 31,

2024 2023

(nthousarcs)
Accourts recelvable, gross $ 518 $ 47,075
Allowance for doubtful accounts (13 (13
Accourts recelvable, net $ %5056 $ 46,937
Inventories, net
Inventory amounts are stated at the lower of cost or net realizable value, using the first-in, first-out method.

March 31, December 31,

2024 2023

(nthousarcs)
Raw meteriels $ 8883 $ 872
Work in process 7,507 5234
Finished goods 16,579 13319
Inventories, gross 3299 27,305
Valuation adustments for excess and obsdlete inventory (1,29 (1,1%6)
Inventories, net $ 36§ 2,149
Accrued Expenses and Other Liabilities

March 31, December 31,

2024 2023

(nthousancs)
Curent
Payrall, inoentives and commissions payable $ 4517  $ 11,087
Warranty reserve 989 1,067
Income texes payable 1,083 1,077
Other accrued expenses and ather liabilities 1,693 2412
Total accrued expenses and other liabiliies 8342 15,583
Other liabilities, non-current 132 200

Total accrued expenses, and current and non-current other lisbiliies $ 8474 $ 15,790




ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q12024 Form10-Q| 11

Note 5 — Investments and Fair Value Measurements
Fair Value of Financial Instruments

The following table presents the Company’s financial assets measured on a recurring basis by contractual maturity, including pricing
categori/l amorfized cost, gross unrealized gains and losses, and fair value. As of the dates reported in the table, the Company had no
i

financial liabiliies and no Level 3 financial asses.
ch 31, 2024 December 31, 2023
Pricing  Amortized  Gross Gross . Fair Amortized  Gross Gross Fair
Category Cost Unrealized  Unrealized Value Cost Unrealized  Unrealized Value
Gains Losses Gains Losses
(Inthousands)

Cash equivalents

/ merket levd! § 2528 § — — § 528 § 1877 $ - 9 — § 18767
secunies
Short-term investments
U.S. freasury Level 2 6,406 — K 6,403 490 1 (1) 4900
securiies
%ﬂ&?ate notes and Level 2 33,246 1 (40) 3207 25,674 1 (18) 25,667
Municipal and Level 2 6,97 — 4 6,%7 9,837 — 9 9,878
i ¢ 0
Tod shorteminvestments 46,623 1 (@) 46,577 40,461 12 (3] 40,445
Long-term investments
t())g&xate notes and Level 2 8,048 2 ® 8,045 9229 2 (€] 9,254
Municipdl and Level 2 4,098 — § 4,09 4585 — 4,578
notes ae% bmie;gemy © @
Tot long-tem investments 12,146 2 () 12,137 13,814 2 (10 13,832
To short and longterm 58,769 3 (59 58,714 54,275 40 (3 4,217
investments
Toal $ @ $ 3 9 8 $ BHU § B $ 0 $ (33 $ B

The following table presents a summary of the fair value and gross unrealized losses on the available-for-sale securities that have

been in a confinuous unrealized loss position, aggregated by type of investmentinstrument  The available-for-sale securities that were in an

unrealized gain position have been excluded fromthe table.

March 31, 2024
Fair Gross .
Value Unrealized
Losses

(nthousands)

U.S. treasury securities $ 5406 $

Corporate notes and bonds 37,568

Municipal and agency notes and bonds 9,000

Totdl available-for-sale investments with unredlized loss positions $ 04 $

5

A
=
=

8

December 31, 2023

Fair

Value

$ 2931
15,276
12,96

$ 31,163

Gross
Unrealized
Losses

—
N —
—
=

AA
83

ENERGY RECOVERY, INC.

NOTES TO CONDENSED' CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Energy Recovery, Inc. | Q12024 Form10-Q| 12



Note 6 — Lines of Credit

Credit Agreement

The Company entered info a credit agreement with JPMorgan Chase Bank, N.A. é“JPMC") on December 22, 2021 (as amended, the

“CreditA?reermnf’). The Credit Agreement, which will expire on December 21, 2026, provides a commitied revolving creditline of

$50.0 million and includes both a revolving loan and a letiers of credit (‘LCs") component

Under the Credit Agreement, as of March 31, 2024, there were no revolving loans 0uls1anding?. In addition, under the LCs

conponent, the Company uilized $20.3 million of the maximum allowable credit line of $30.0 million, which includes newly issued LCs, and

Erevious(l}/ issued and unexpired stand-by letters of credit (“SBLCs”) and certain non-expired commitments under the Company’s previous
oan and Pledge Agreement with Citibank, N.A. which are guaranteed under the Credit Agreement

Letters of Credit

The following table presents the total outstanding LCs and SBLCs issued by the Company fo its customers related fo product

warranty and performance guarantees.

March 31, December 31,
2024 2023
(Inthousands)

Outstending letters of crecit $ 1828 § 19,946

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
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Note 7 — Commitments and Contingencies

Litigation

From time-to-time, the Company has been named in and subject to various proceedings and claims in connection with its business.

The Compan na% in the future become involved in liigation in the ordinary course ofbusiness, including liigation that could be material to
its business. The Company considers all dlaims, if any, on a quarterly basis and, based on known facts, assesses whether potental losses
are considered reasonably possible, probable and estimable.” Based upon this assessment, the Company then evaluates disclosure
requirements and whether to accrue for such daims in its consolidated financial statements. The ConTJany records a provision for a liability
when itis both probable thata liability has been incurred and the amount of the loss can be reasonably estimated. These provisions are
reviewed atleast quarterly and are adjusted to reflect the impacts of negotiations, setlements, rulings, advice of legal counsel and other
information and events pertaining to a particular case. As of March 31,2024, the Company was notinvolved in any lawsuits, legal
proceedings or daims that would have a material efiect on the Company’s financial position, results of operations, or cash flows. Therefore,
there were no material losses which were probable or reasonably possible.



ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
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Note 8 — Income Taxes

Three Months Ended March 31,
2024 2023
(Inthousarcs, except percertages)
Beneit from income taxes $ (125 § (1,159)
Discrete items 76 483
Beneit from income taxes, excluding discrete items $ (1209 § (71
Effective tax rate 13.5% 15.5%
Effective tax rate, excluding discrete items 127% 9.0%

The Company’s interim period tax benefit romincome taxes is determined using an estimate of its annual effective tax rate, adjusted

for discrete items, if any, that arise during the period. Each quarter, the Company updates its estimate of the annual effective tax rate, and if
the estimated annual eflective tax rate changes, the Company makes a cumulative adjustment in such cFeriod. The Company’s quarterly tax
provision and estimate of its annual eflective tax rate are subject to variation due to several factors, including variability in accurately
predicting its pre-tax income or loss and the mix of jurisdictions to which they relate, intercompany transactions, the applicability of special tax
regimes, and changes in how the Company does business.

For the three months ended March 31, 2024, the recognized benefit romincome taxes resulied from the loss for the quarter and

included benefis related to the U.S. federal foreign-derived intangible income (“FDII") and federal research and development (‘R&D") tax
credit, partially offset by certain permanent differences, such as share-based compensation.

For the three months ended March 31, 2023, the recognized benefit romincome tax resulted from the loss for the quarter and

included benefs related to the U.S. FDII and federal R&D tax credit, along with a discrete tax benefit due primarily to share-based
compensation windfalls.

The effective tax rate excluding discrete items for the three months ended March 31, 2024, as compared to the prior year, differed

primarily due to lower projected U.S. FDII and federal R&D tax credits and higher book income, as well as non-deductible officer share-based
compensation and certain foreign-based employee share-based compensation.

ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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Note 9 — Segment Reporti

n
The Company’s Chief Operafting Decision- a%er (“CODM") is its chief executive officer. The Company continues to monitor and

review its segment reporting structure in accordance with authoritative guidance to determine whether any changes have occurred that would

impact ifs reportable segments.
The following table presents a summary of the Company’s financial information by segment and corporate %%eraﬁng expenses.

Three Months Ended March 31,

2024 2023

Water Emerging .  Total Water Emerging . Total

Technologies Technologies

(Inthousands)
Revenue $ 12080 $ 1§ 1200 § 1326 $ 106 § 13401
Cost of revenue 4,954 1 4,95 5101 145 5246
Gross profit (loss) 713% — 713% 81% (40) 81%
Operating expenses
Generd and administrative 1,92 1,018 2940 1,938 %8 296
Saes and marketing 3,745 1,807 5562 3175 1,170 4345
Research and development 1,100 3251 4,351 1,180 31%6 4,306
Total operating expenses 6,767 6,076 12843 6,293 524 11,97
Operaiing income (css) $ W § 60 (GO § 1@ § (53 (340
Less: Corporate operating expenses 5,226 4,709
Loss from operatiors $ (109%) $

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
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Note 10 — Concentrations

Customer Revenue Concentration

The following table presents the customers that account for 10% or more of the Company’s revenue and their related segment for

each of the periods presented. Although certain customers might account for greater than 10% of the Corrﬁany’s revenue atany one pointin
time, the concentration of revenue between a limited number of customers shifts regularly, depending on when revenue is recognized. The
percentages by customer reflect specific relationships or contracts that would concentrate revenue for the periods presented and do not
indicate a trend specific to any one customer.

Three Months Ended March 31,
Segment 2024 2023
Customer A Water * 2%
Customer B Weter 18% *
Customer C Water 13% *
Customer D Weter * 1%

Zero or less then 10%.

ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
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ltem 2 — Management’s Discussion and Analysis of Financial Condition and Results of
Operations

Overview

Energy Recovery, Inc. (the “Company”, “Energy Recovery”, “we”, “our” and “us”) designs and manufactures soluions that make

industrial processes more efiicient and sustainable. Leveraging our pressure exchanger technology, which generates litfle to no emissions
when operating, we believe our solutions lower costs, save energy, reduce waste, and minimize emissions for companies across a variety of
commercial and industrial processes. As the world coalesces around the urgent need to address climate change and its impacts, we are
helping companies reduce their energy consurmption in their industrial processes, which in turn, reduces their carbon foofprint. Ve believe
that our customers do not have to sacrifice quality and cost savings for sustainability and we are commitied to developing solutions that drive
long-term value — both financial and environmental.

The original product application of our technology, the PX®Pressure Exchan er®(“PX’) energy recovery device, was a major
contributor to the advancement of seawater reverse osmosis desalination (*SWRO’), significantly lowering the energy intensity and cost of
water production globally rom SWRO. Our pressure exchanger technology is being apiﬁlied to the wastewater fitration market, such as
battery manufacturers, mining operations, municipalites, and other manufacturing plants that discharge wastewater with significant levels of

metals and pollutants, and has also been applied to the development of our PX G1 300%for use in the CO, market

Engineering, and research and development (“R&D”), have been, and remain, an essential part of our history, culture and corporate
strategy. Since our formation, we have developed leading technology and en?ineering expertise through the continual evolution of our
pressure exchanger technology, which can enhance environmental sustainability and improve productvity by reducing waste and energy
consunption in high-pressure industrial fluid-fow systems. This versatile technology works as a platiorm o build product applications and is
atthe heart of many of our products. In addition, we have engineered and developed ancillary devices, such as our hydraulic turbochargers
and circulation “booster” punmps, that complement our energy recovery devices.

Segments

Qur reportable operating segments consist of the water and emerging technologies segments. These segments are based on the

industries in which the technology solutions are sold, the type of energy recovery device or other technology sold and the related solution and
service or, in te case of emerging technologies, where revenues fromnew and/or potential devices uflizing our pressure exchanger
technology can be brought to market Other factors for determining the reportable operafing segments include the manner in which
management evaluates our performance combined with the nature of the individual business activities. In addition, our corporate operating
expenses include expenditures in support of the water and emerging technologies segments. Ve continue to monitor and review our
segment reporting structure in accordance with authoritative guidance to determine whether any changes have occurred that would impact
our reportable segments.

Results of Operations

A discussion regarding our financial condition and results of operations for the three months ended March 31, 2024, compared to the

three months ended March 31, 2023, is presented below.

Revenue

VariabilitY in revenue fromquarter to quarter is typical, therefore year-on-year comparisons are not necessarily indicative of the trend

for the full year due to these variations. There is no specific seasonality in our revenues fo highlight that occurs throughout a calendar year.



Revenue by Channel Customers

Three Months Ended March 31,

2024 2023

Revenue % of Revenue % of Change

Revenue Revenue

(Inthousands, excent percentages)
Aftermarket $ 4644 3B% $ 332 2% $ 1,32 4%
Megaproject 4100 4% 3243 2% 87 6%
Origindl equipment manufacturer 336 2% 68% 51% (3490) (51%)
Tod revenue $ 1200  100% $ 13401 100% $ (1,311)  (10%)
Revenue Attributable to Primary GengraphicaI Markets by Segments.

ree Months Ended March 31,
2024 2023
Water Emerging . Total Water Emerging . Total
Techriologies Techniologies

(Inthousands)
Midde East and Afiica $ 4785 $ 14 4786 $ 279 § — 3 2739
Americas 3939 — 3939 3208 K 3238
Asia 1,979 — 1,979 6,114 — 6,114
Europe 1,3%6 — 1,3%6 1,235 75 1,310
Tot revenue $ 1200 $ 1% 1200 $ 1326 $ 10 $ 13401

The Megaproject (“MPD”) channel has been the main driver of our long-term growth as revenue from this channel benefits foma
growing nurrber of projects as well as an increase in the capacity of these projects in some cases. The change in revenue for e three
months ended March 31, 2024, as compared to the prior IgAear, was due primarily to customers’ project iming, and execution of these
[l)_rojecTs, spedifically in the Middle Eastern and Africa (“MEA") and Americas markets.

he Original Equipment Manufacturer (“OEM") channel, where we sell into a wide variety ofindustries in the desalination, wastewater,
and the refrigeration markets, contains projects smaller in size and of shorter duration compared to those projects in the MPD channel.
+Desalination: The decrease in revenue in the three months ended March 31, 2024, as compared to the prior year, by $2.3 million
was due primarily o iming of project shipments in the Asia and MEA markets.
+Wastewater: The decrease in revenue in the three months ended March 31, 2024, as compared to the prior year, by $1.1 million,
was due primarily to iming of project shipments in the Asia market
The Afiermarket (“AM”) channel revenue ?enerally fluctuates fromyear-to-year dePending on supportand services rendered to our
installed customer base. AM revenue is also dependent on our customers’ ﬁm'n_]g of product upgrades, and replenishment of spare parts and
supplies. Generally, the AM channel revenue has been increasing over fime. The increase In revenue in the three months ended March 31,
2024;, gs compared to the prior year, by $1.3 million was due primarily to shipments to customers in the Middle East, Asia and the Anericas
markefs.

Concentration of Revenue

See Note 10, “Concentrations — Revenue by Geographic Location and Country,” of the Notes to Condensed Consolidated Financial
Statements in Part |, Iiem 1, “Financial Statements (unaudited),” of this Quarterly Reporton Form 10-Q (the “Notes”) for further discussion
regarding our concentration of revenue.

Gross Profit and Gross Margin

Gross profit represents revenue less cost of revenue. Cost of revenue consists primarily of raw materials, personnel costs (including
share-based compensation), manufacturing ovqll:lrl\ead, warranty costs, depreciation expense and other manufactured components.

ree Months Ended March 31,
2024 2023
Gross Profit Gross Gross Profit Gross Change in Gross Profit
Margin % Margin %
(Inthousards, except percertages)
Gross profit and gross margin $ 7136 59.0% $ 81% 60.9% $ (1,000 (125%)

The decrease in gross profit for the three months ended March 31, 2024, as compared o the prior year, was due primarily to a

decrease in revenue and a slightly lower gross margin. The decrease in gross margin during te three months ended March 31, 2024, as
cormpared o the prior year, was due primarily to higher manufacturing costs and an increase in inventory scrap, partally ofiset by lower cost
of product sold related to product mix.



Operating Expenses
The total material changes of general and administrative (“G&A”), sales and marketing (“S&M") and research and development
(“R&D") operating expenses for the three months ended March 31, 2024, as compared to the prior year, are discussed within the following
segmentand corporate operating expenses discussions below.
ree Months Ended March 31,

2024 2023
Water Emerging . Corporate Total Water Emerging.  Corporate Total
Techriologies Techriologies

(Inthousands)
Generd and $ 122 § 1018 § 466 § 756 § 198 § % $ 410 $
administraive
Sadles and markefing 3745 1,807 600 6,152 3175 1,170 59
Researchand 1,100 3251 — 4,351 1,180 3126 —
development
Tot operating $ 6767 $ 6076 $ 526 § 18089 $ 6208 $ 5264 $ 470 $
expenses

7,006

4804
4,306

16,206

Overall operating expenditures increased by $1.8 million, or 11.1%, in the three months ended March 31, 2024, as compared to the

ﬁrior year. This increase was due primarily to higher compensation costs, share-based compensation expense related to additonal
eadcount, executive transition costs, and an increase in travel costs. Other non-enployee costs included:

*G&A: lower consultant costs and professional fees;

+S&M: higher consulting and commission costs, partially ofiset by lower marketing expenses; and

*R&D: lower fac:iIiI(Ngn other costs.

Water Segment. Water segment operating expenses increased by $0.5 million, or 7.5%, in the three months ended March 31, 2024,

as compared to the Brior year. This increase was due primarily to higher employee costs, including share-based compensation expense, in

G&A, S&M and R&D to support our existing desalination operations and our growth in wastewater. In addition, non-employee operating

|expen;eszwereTShigher due primerily fo an increase in consultant and commission cosfs to support our growth in wastewater, partially offset by
lower C0ss.

Emerging Technologies Segment. Emerging Technologies operafing expenses increased by $0.8 million, or 15.4%, in the three

months ended March 31, 2024, as compared to the prior year. This increase was due primarily to higher enployee costs and share-based

compensation expense, related to an increase in headcountin G8A, S&M and R&D.

Corporate Operating Expenses. Corporate operating expenses increased by $0.5 million, or 11.0%, in the three months ended

March 31, 2024, as compared to the prior year. This increase was due primarily to higher employee costs and share-based compensation

expense, related to an increase in headcountin G8A and S&M, and an increase in travel costs. In addiion, non-employee operating

expenses were lower due primarily to a decrease in consultant costs and professional fees.

Other Income, Net



Three Months Ended March 31,

2024 2023
(nthousarck)
Interest income $ 142 $ 621
Other non-operating (expense) income, net (53) b
Totdl oher income, net $ 1389 § 656

The increase in “Total other income, net’ in the three months ended March 31, 2024, as compared to the prior year, was due primarily
to an increase in interest yields and investments.

Income Taxes
Three Months Ended March 31,
2024 223
(Inthousarok, except percertages)
Bengit from income taxes $ (128 § (1,19
Discrete items 76 488
Beneiit from income taxes, excluding discrete items $ (1209 § (671)
Eflective tax rate 135% 15.5%
Effective tax rate, excluding discrete items 127% 90%

The interim period tax benefit fromincome taxes is determined using an estimate of our annual effective tax rate, adjusted for discrete
items, if any, that arise during the period. Each quarter, we update our esimate of the annual effeciive tax rate, and if the estimated annual
effective tax rate changes, we make a cumulative adjustment in such period. The quarterly tax provision and estimate of our annual effective
fax rate are subject o variaion due to several factors, including variability in accurately predicting our pre-tax income or loss and the mix of
jurisdictions to which they relate, intercompany transactions, the applicability of special tax regimes, and changes in how we do business.

or the three months ended March 31, 2024, the recognized beneiit fromincome taxes resulted fromthe loss for the quarter and
included benefits related to the U.S. federal foreign-derived intangible income (“FDII") and federal R&D tax credit, partially ofiset by certain
Eernanentdlﬁerenoes, such as share-based compensation.

or the three months ended March 31, 2023, the recognized beneiit fromincome tax resulted from the loss for the quarter and
included benefis related to the U.S. FDII and federal R&D tax credit, along with a discrete tax benefit due primarily to share-based
compensation windfalls.
The effective tax rate excluding discrete itemns for the three months ended March 31, 2024, as compared o the prior year, difiered
primarily due to lower projected U.S. FDII and federal R&D tax credits and higher book income, as well as non-deductible officer share-based
compensation and certain foreign-based employee share-based compensation.



Liquidity and Capital Resources

Overview

From time-to-time, management and our Board of Directors review our liquidity and future cash needs and may make a decision to

5\15) return capital o our shareholders through a share repurchase programor dividend payout; or (2) seek additional debt or equity financing.
of March 31, 2024, our principal sources of liquidity consisted o gzi) unrestricted cash and cash equivalents of $70.8 million; (i) investment-

grade shorttermand long-term marketable debt instruments of $58.7 million that are primarily invested in U.S. Ireasursv securifies, corporate

notes and bonds, and municipal and agency notes and bonds; and (iii) accounts receivable, net of allowances, of $25.1 million. As o

March 31, 2024, there was unrestricted cash of $1.0 million held outside the U.S. We invest cash not needed for current operations

predominantly in investment-grade, marketable debt instruments with the intent to make such funds available for future operating purposes,

as needed. Although these securities are available for sale, we generally hold these securities t maturity, and therefore, do not currenty see

a need to rade these securities in order to support our liquidity needs in the foreseeable future. We believe the risk of this portiolio to us is in

the ability of the underlying companies or government agencies to cover their obligaions at maturity, notin our ability to trade these securifies

ata profit Based on current projections, we believe exisfing cash balances and future cash inflows from this portolio will meet our liquidity

needs for atleast the next 12 months.

Credit Agreement

We entered info a credit agreement with JPMorgan Chase Bank, N.A. é“JPMC”) on Decerrber 22, 2021 (as amended, the “Credit

Agreement’). The Credit Agreement, which will expire on Decermber 21, 2026, provides a commitied revolving credit line of $50.0 million and

includes both a revolving loan and a leters of credit (“LCs”) component  The maximum allowable LCs under the creditline component of the

Credit Agreementis $30.0 million. As of March 31, 2024, we were in compliance with all covenants under the Credit Agreement

Under the Credit Agreement, as of March 31, 2024, there were no revolving loans outstanding. In additon, as of March 31, 2024,

under the LCs component, we utlized $20.3 million of the maximum allowable credit line of $30.0 million, which included newly issued LCs,

and previously issued and unexpired stand-by letiers of credits (“SBLCs”) and certain non-expired commitments under the previous Loan and

Pledge Agreement with Citibank, N.A., which are guaranteed under the Credit Agreement. As of March 31, 2024, there was $18.3 million of

outstanding LCs. These LCs had a weighted average remaining life of approximately 14 months.

See Note 6, “Lines of Credit,” of the Notes for further discussion related to the Credit Agreement



Cash Flows

Three Months Ended March 31,

2024 2023 Change

(Inthousands)
Net cash provided by operating activities $ 6497 $ 8657 $ (2.160)
Net cash (used in) provided by investing activiies (4,986) 1,167 (6,153)
Net cash provided by financing activiies 1,190 165 1,025
Effect of exchange rate differences on cash and cash equivaents (19 8 2
Net change in cash, cash equivalents and restricted cash $ 2682 $ 9997 § (7,319

Cash Flows from Operating Activities

Net cash provided by operating actvities is subject o the project driven, non-cyclical nature of our business. Operating cash flow can
fluctuate significantly fromyear o year, due to the timing of receipts of large project orders. Operating cash flow may be negative in one year
and significantly positive in the next, consequently individual quarterly results and comparisons may not necessarily indicate a significant
trend, either positive or negatve.

The lower net cash provided by operating assets and liabilifes for the three months ended March 31, 2024, as compared fo the prior

year, was due primarily to the following factors:

+a decrease in cash provided by accounts receivables related o lower revenues and the iming of collections on the account

receivable balances;

+an increase in cash used for inventory for projects in 2024 and 2025; and

*lower cash used for accounts payable related o the fiming of vendor invoices and payments.

Cash Flows from Investing Activities

Net cash (used in) provided by investing activities primarily relates to maturities and purchases of investment-grade marketable debt
insfruments, such as corporate notes and bonds, and capital expenditures supporting our growth. e believe our investments in marketable
debt instruments are sfructured to preserve principal and liquidity while at the same time maximizing yields without significantly increasing

risk. The increase of $6.2 million in net cash used in investing activities in the three months ended March 31, 2024, as compared to the prior
year, was primarily driven by a $5.6 million increase in net cash used for investments in marketable debt instruments and a $0.5 million
increase in cash used for capital expenditres.

Cash Flows from Financing Activities

Net cash provided by financing activities primarily for the three months ended March 31, 2024, as compared to the cash provided by
financing aciviies in the prior year, was due primarily © hii;sher cash fromissuance of equity fromour equity incentive plans.

Liquidity and Capital Resource Requiremen

W\e believe that our existing resources and cash generated from our operations will be suficient to meet our anticipated capital

requirements for atleast the next 12 months. However, we may need o raise additional capital or incur additional indebtedness to continue
to fund our operations or fo support acquisitions in the future and/or to fund investments in our latest technology arising fromrapid market
adoption. These needs could require us to seek additional equity or debt financing. Our future capital requirements will depend on many
factors including the continuing market acceptance of our products, our rate of revenue growth, the timing of new product introductions, the
expansion of our R&D, manuiacturing and S&M aciviies, and the timing and extent of our expansion into new geographic territories. In
addiion, we may enter info potential material investments in, or acquisitions of, complementary businesses, services or technologies in the
future which could also require us to seek additional equity or debt financing. Should we need additional liquidity or capital funds, these funds
may not be available to us on favorable terms, or atall.

Recent Accountingf Pronouncements
Refer to Note 1, “Description of Business and Significant Accounting Policies — Significant Accounting Policies,” of the Notes to
Condensed Consolidated Financial Statements in Part |, ltem 1, “Financial Statements (unaudited),” of this Quarterly Reporton Form 10-Q.

ltem 3 — Quantitative and Qualitative Disclosures About Market Risk

Qur exposure to market risk may be found primarily in two areas, foreign currency and interest rates.

Foreign Currency Risk

Qur foreign currency exposures are due to fuctuations in exchange rates for the U.S. dollar (“USD”) versus the Briish pound, Saudi

ri*:l, Emrrati dirham, European euro, Chinese yuan, Indian rupee and Canadian dollar. Changes in currency exchange rates could adversely
affect our consolidated operafing results or financial position.

Our revenue contracts have been denominated in the USD. Atfimes, our international customers may have difficulty in obtaining

the USD to pay our receivables, thus increasing collection risk and potential bad debt expense. To the extentwe expand our international
sales, a larger portion of our revenue could be denominated in foreign currencies. As a result, our cash and operating results could be
increasingly affected by changes in exchange rates.

In addition, we pay many vendors in foreign currency and, therefore, are subject to changes in foreign currency exchange rates. Our
international sales and service operations incur expense thatis denominated in foreign currencies. This expense could be materially affected
by currency fucluations. Our international sales and services operations also maintain cash balances denominated in foreign currencies. To
decrease the inherent risk associated with ranslation of foreign cash balances info our reporting currency, we do not maintain excess cash



balances in foreign currencies.

W\e have not hedged our exposure to changes in foreign currency exchange rates because expenses in foreign currencies have been
insignificant o date and exchange rate fluctuations have had litfe impact on our operafing resulis and cash flows. In addition, we do not
have any exposure to the Russian ruble.

Interest Rate and Credit Risks

The primary objective of our investment activities is to preserve principal and liquidity while at the same time maximizing yields without
significantly increasing risk. Ve invest primerily in investment-grade short-termand long-termmarketable debt instruments that are subject

to counter-party creditrisk. To minimize this risk, we invest pursuant to an investment policy approved by our Board of Directors. The policy
mandates high credit rating requirements and restricts our exposure to any single corporate issuer by imposing concentration limits.

As of March 31, 2024, our investment portiolio of $58.7 million, in investment-grade marketable debt instruments, such as U.S.

treasury securities, corporate notes and bonds, and municipal and aq_ency notes and bonds, are classified as either short-termand/or long-
terminvestments on our Condensed Consolidated Balance Sheefs. These investments are subject to interest rate fluctuations and decrease
in market value o the extent interest rates increase, which occurred during the three months ended March 31, 2024. To minimize the
ex&osure due o adverse shifls in interest rates, we maintain investments with a weighted average meturity of approximately nine months. As
of March 31, 2024, a hypotheical 1% increase in interest rates would have resulted in a less than $0.3 million decrease in the fair value of
our investments in marketable debt instruments as of such date.

ltem 4 — Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our President and Chief Executive Officer and our Chief Financial Officer, have evaluated

the effectiveness of our disclosure controls and procedures as defined in Rule 13a-15(e) of the Securiies Exchange Act of 1934 as of the
end of the period covered by this report

Based on that evaluation, our President and Chief Executive Officer and our Chief Financial Officer have concluded that, as of

March 31, 2024, our disclosure confrols and procedures were efiective.

Changes in Internal Controls

There were no changes in our internal control over financial reporting during the period covered by this report that have materially
affected, or are reasonably likely to materially affect, our internal confrol over financial reporting.



PART Il — OTHER INFORMATION

ltem 1 — Legal Proceedings

e have been, and may be fromfime to time, involved in legal proceedings or subject to claims incident to the ordinary course of

business. V\e are not presently a party to any legal proceedings that we believe are likely to have a material adverse eflect on our business,
financial condition, or operafing results. Regardless of the outcome, such proceedings or claims can have an adverse impacton us because
o[) Id;?fendse and setlement costs, diversion of resources and other factors, and there can be no assurances that favorable outcomes will be
obtained.

ltem 1A — Risk Factors
'}ghererthave been no material changes in our risk factors fromthose disclosed in Part |, ltem 1A, “Risk Factors,” in the 2023 Annual
epol

ltem 2 — Unregistered Sales of Equity Securities and Use of Proceeds

None.

Ltem 3 — Defaults Upon Senior Securities
one.

ltem 4 — Mine Safety Disclosures

Not applicable.
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ltem 5 — Other Information

As set forth below, durir:%the three months ended March 31, 2024, one director and one officer (within the meaning of Rule 16a-1(f)

under the Securities Exchange Act of 1934, as amendedg has adopted or terminated any Rule 10b5-1 trading arrangement and/or any non-
Rule 10b5-1 trading arrangement (as defined in Item 408 of Regulation S-K).

itle Date of Adoption or Status 2 Plan Type
Termination (1)
Joshua Ballard Chief Financial Officer January 3, 2004 Termination Rule 1065-1 trading arangement @
Arve Hanstveit Director March 15, 2024 Termination Rule 10051 trading arangemert @

(Eficive (a) dte of adoption; or (b) date of termiation, of regjsrant's Rule 1065-1 tracing armangement
g/ﬁvny related fo regjstrants Rule 10061 frading armangement.
tradi a'ra;?amwtoweredthesded to 12,500 shares of our common stock and was scheduled to expire on September 13, 2024 or
the oorrpleri?gm of dll sales thereunder. w P won

e tradi arasrgmmoweredthesdeof 0 76,000 shares of aur common stock and was scheduled to exgire on March 15, 2024 or upon the
cnrrpldim%dl es thereunder. w P en

Item 6 — Exhibits
Alist of exhibits filed or furnished with this report or incorporated herein by reference is found in the Exhibit Index below.
Exhitg’i‘ter Exhibit Description Incorporated by Reference
um Form FileNo.  Exhibit Filing Date
101 Offer of Employment with Energy Recovery, Inc., as President and Chief Executive Officer. 8K/A 001-34112 101 113172024
nr Certification of Principal Executive Offcer, pursuart fo Ex Act Rue 13a-14(a) or
15d-14(a), as adopted pursuant fo Section 302 of the ley Act of 2002

32 Certification of Principal Financial Officer, gusuamo Exchzge Act Rule 13a-14(a) or 15d-14(a),
as adopted pursuent to Section 302 of the Sarbanes-Oxley Act of 2002

21 Certfication of Principel Executive Officer and Principal Finencial Officer, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant o Section 906 of the Sarbenes-Oxley Act of 2002

101 Iniine XBRL Document Set for the consalidated financial statements and accompanying noles in
Part|, “Financia Information” of this Querterly Report on Form 10-Q

104 [nline XBRL for the cover page of this Quarterly Report on Form 10-Q, included in the Exhibit 101
Inline XBRL Documernt Set

¥ Filed herewith.

**The certification fumished in Exhibit 32.1 is not deemed “fled” for purposes of Section 18 of the Ex Act, or atherwise subject to the liability of that
section, nor shdll they be deemed incorporated by reference into any filing under the Securities Act or the Ex Act


https://www.sec.gov/Archives/edgar/data/1421517/000142151724000019/ex101-moondofferletter.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000019/ex101-moondofferletter.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex311302ceo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex311302ceo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex311302ceo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex311302ceo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex312302cfo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex312302cfo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex312302cfo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex312302cfo2024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex3219062024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex3219062024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex3219062024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex3219062024-q1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151724000093/ex3219062024-q1.htm

SIGNATURES

Pursuant to the requirements of the Securiies Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.
ENERGY RECOVERY, INC.

Date:  May 1, 2024 By: /s/ DAVIDW. MOON
David W. Moon
President and Chief Executive Officer
(Principal Executive Officer)

Dl May 1, 2004 By: /s/ JOSHUA BALLARD
Joshua Ballard
Chief Financial Officer
(Principel Firencial and Accouriing Offcer)



