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Forward-Looking Information

This Annual Report on Form 10-K for the year ended December 31, 2025, including Part I, Item 7, “Management’s Discussion and
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Analysis of Financial Condition and Results of Operations” (the “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.



Forward-looking 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 forvuard~lookiy statements are not guarantees of future performance or events.
Words such as “expects,” “anticipates,” “aims,” “projects,” “intends,” “plans,” “believes,” “estimates,” “seeks,” “continue,” “could,”
“may,” “potential,” “should,” “will,” “would,” and 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 predlict;
therefore, actual results may differ materially and adversely from those expressed in any forward-looking statement. Readers are directed fo
risks and uncertainties identified under Part I, ltem 1A, “Risk Factors,” and elsewhere in this report for factors that may cause actual results 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:
sour belief that the pressure exchanger is the industry standard for energy recovery in the seawater reverse osmosis
desalination (“SWRQ’) industry;

+our belief that the scalability and versatiity of our PX®Pressure Exohanger®(“PX“) can help us achieve success in emerging
wastewater markefs;

sour belief that the Ultra High-Pressure PX addresses key challenges associated with treating wastewater in a range of reverse
osmosis (“RO’) applications;

«our belief that the Ultra High-Pressure PX addresses key challenges, such as energy intensity and environmental impacts
associated with freating wastewater;

«our beliefthat the Ulira High-Pressure PX can help make RO the preferred treatment option to achieve zero and minimum liquid
discharge (“ZLD” and “MLD", respectively) requirements by enhancing RO's affordability and efficiency compared to thermal
treatment options;

sour expectation of greater demand of our PX in the wastewater market due to expanding environmental regulations;

+our belief that our hydraulic turbochargers deliver substantial savings, operational benefits and ease of integration info
desalination systems;

+our anficipation that markets not raditionally associated with desalination, such as the United States of America (the “U.S.")
and China will inevitably develop and provide further revenue growth opportunities;

sour belief that countries around the world will coninue to mandate ZLD or MLD requirements for specific industries;
«our belief that, as the existing thermal technology is replaced with RO technology, demand for our products will be created;
sour belief that our PX offers market-leading value with the highest technological and economic benef;

«our belief that ongoing operating costs and life cycle costs rather than the initial capital expenditures are the key factor in the
selection of an energy recovery device solution for megaproject (“MPD”) customers;

sour belief that our PX has a distinct competiive advantage in the market for desalination plants and numerous wastewater

market verticals, because our PX 1) has minimal unplanned and planned downtime, resulting in lower lifecycle maintenance

cost, 2) is a cost-eflective energy recovery solution, 3) is made with highly durable and corrosion-resistant alurminum oxide

galﬁlmhna” ceraric parts and oufperforms our competiion with respect to quality, fexibility and durability, and 4) is warrantied
r high eficiencies;

«our belief thatleveraging our pressure exchanger technology will unlock new commercial opportunities in the future;

«our belief hat our PX G1300%can contribute to help make CO,-based refrigeraion more economically viable in a broader

range of dimates;
sour expectation that once the PX G1300 is established, our belief that our sales process will organically evolve;
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«our belief that competiive technologies to the PX G1300 could arise as CO-based refrigeration systems become more

prevalent
+our belief that our current facilies will be adequate for the foreseeable future;

-Sguze belief that by invesiing in research and development, we will be well positioned t confinue to execute on our product
aegy;

sour 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 the integration of sustainability principles into our corporate and risk management strategies can strengthen our
ﬂexis11'ng business as well as our efforts to develop new applicaions of pressure exchanger technology for high-pressure fluid-
low environments;

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

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;

sour expeciation that, as we expand our international sales, a portion of our revenue could be denominated in foreign currencies
and the impact of changes in exchange rates on our cash and operafing results;

sour expectation of increased sales and lower marketing expenditures for 2026;

our e)g)]ec'aﬁon that we will confinue to receive a tax benefit related to U.S. federal foreign-derived intangible income and
research and development tax credit

sour expectation that we will be able to enforce our intellectual property (“IP”) rights;

-(?ur expectation that the adoption of new accounting standards will not have a material impact on our financial position or results
of operations;

«the outcome of proceedings, lawsuits, disputes and dlains;
«the impact of losses due to indemnification obligations;

sother factors disclosed under Part|, ltem 1, “Business,” ltem 1A, “Risk Factors,” and ltem 2, “Properties,” and Part I, ltem7,
MD&A, and ltem 7A, “Quantitaive and Qualitaive Disclosures about Market Risk,” and elsewhere in this Form 10-K.

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 Annual Report on Form 10-K. All forward-looking statements included in this document are
subject to additional risks and uncertainties further discussed under Part I, ltem 1A, “Risk Factors,” and are based on information available to
us as of February 25, 2026. We assume no obligation to update any such forwarad-looking statements. Certain risks and uncertainties could
cause actual results to diiffer materially from those projected in the forward-looking statements. These forward-looking statements are
disclosed from time to time in our Quarterly Reports on Form 10-Q and Current Reports on Form 8-K filed with, or furnished to, the Securities
and Exchange Commission (the “SEC”), as well as in Part I, ltem 1A, “Risk Factors,” within this Annual Report on Form 10-K.

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 diifer 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.

We provide our Annual Reports on Form 10- Quan‘erﬁ/ 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, www.energyrecovery.com. These fiings will become available as soon as reasonably practicable after such material is
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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 governance committees. These documents, as
well as the information on the website, are not intended to be part of this Annual Report on Form 10-K. We use the Investor Relations
section of our website as a means of oomplyigg with our diisclosure obligations under Regulation FD. Awordir}gly, you should monitor the
Investor Relations section of our website in addlition to following our press releases, SEC filings and public conference calls and webcasts.
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ltem 1 — Business

Overview

Energy Recovery, Inc. (the “Company”, “Energy Recovery”, “we”, “our” and “us”) designs and manufactures world-class energy-saving

technology for criical infrastructure that communities rely on every day, driving a more resilient and sustainable future. Grounded in more

than 30 years of leadership in the desalinaion industry, today we use our proprietary pressure exchanger technology o help custorers in

multiple industries improve their operations and lower their emissions.

\\e have been inoorfgorated in the state of Delaware since 2001. Our oori)orale headquarters, principal research and development

gR&D”), and manufacturing facility is located in San Leandro, California. In addition, we have manufaciuring and warehouse space in Tracy,
alifornia. e have a global direct sales ttamand on-site technical support staff to service customers in the United States of America (the

“U.S."), Europe, North, South and Lafin America, the Middle East, Northern Africa, and Asia.

On February 25, 2026, we decided to wind down operations of the CO, refail grocery business within our Emerging Technologies

segment due to a fundamental change in the outiook of the business. See Note 13, “Subsequent Events,” of the Notes for further discussion
regarding the wind down.

Pressure Exchanger Technolo%/

Qur pressure exchanger technology platiormis at the heart of many of our solutions. Itis designed to efiiciently capture and transfer
pressure energy, making commercial and industrial processes more eficientand environmentally sustainable, thereby lowering costs, saving
energy, and minimizing emissions. This versatile technology is applicable to a wide range of industries that utlize pressurized fluids,
including liquids and gas, and is ideal for a wide range of pressure ratings.

Qur pressure exchanger technology acts like a fluid piston, efiiciently transferring enertgy between high- and low-pressure liquid or gas
through continuously rotating ducts. Key to the operation of a pressure exchanger is the micron-level clearances between the rotor and the
Pressure exchanger's stationary commponents, induding the sleeve and the end covers. Fluid circulating within this clearance acts as a
ubricated bearing, minimizing fricional losses and wear for an extremely efiicient exchange of pressure energy.
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Sealed Phase

Two fluids on opposite sides
of PX; rotor duct is sealed,
isolating high, low pressure
fluid streams

Pressure Exchange Phase

1. Low pressure driven fluid
enters the rotor duct

2. High pressure motive fluid
enters the rotor duct

Rotor duct rotates to
pressure exchange phase

y HOW PRESSURE
\ ’ EXCHANGER (PX)
’.’ TECHNOLOGY WORKS

1. Low pressure driven fluid
that will be pressurized
and sent into system

2. High pressure motive fluid

3. Low pressure driven fluid
contacts motive fluid,
expelling it at low pressure

4. High pressure motive fluid
contacts driven fluid,
expelling it at high pressure

Rotor duct rotates
to sealed phase

‘ Pressure is exchanged continuously as the rotor spins at high speed ‘

The original product application of our pressure exchanger technology, the PX®Pressure Exchan er®(“PX’) energy recovery device

was a major confributor o the advancement of seawater reverse osmosis desalination (“SWRQ") globally, addressing “energy intensity”,
which is a key pain point for the industry. The PX, which we believe is today’s industry standard in energy recovery in desalination,
establishes a value propositon by reducing energy use by up t 60% in SWRO facilites. Itis this significant savings that allowed SWRO to
Sl'JﬁppIant thermal desalination as foday’s desalination technology of choice. The PX, which uses no electricity, operates atup © 98%
eficency and is designed to operate with no scheduled maintenance. Today we continue fo push the boundaries of our core tedwnolcxa;y o
handle diflerent operating environments and industrial applications, such as wastewater and carbon dioxide (“CCO?’) refrigeration, and deliver

reliable, high-performance solutions that generate cost savings and increase energy efiiciency for our customers.
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Water Treatment
Markets
The need for clean water and energﬁ/ optimization around the world is intensifying, driven by population growth, industrialization, rapid
urbanization, polluion, and climate change. Apartfrom seasonal variations, the atiainable supply of fresh water generally remains fixed and
is already decreasing in some geographic areas, as we believe that the reliability of rainfall grows more erratic in many geographies, water
levels drop in rivers and aquifers, and rising oceans encroach on historically fresh water sources near the coasts. It has been projected by
the United Nations General Assembly that by 2030, global freshwater demand will exceed freshwater su?ply by 40%. These trends make the
markets we serve, such as desalinaion and wastewater treatment, increasingly crifical to meet growing global water demand. Our goal is to
lower the costs and environmental impact associated with water production and treatmentin the desalination and wastewater markets,
respecively. In addition, we help our customers and the end user in their sustainability compliance goals.
Reverse osmosis (“RO’) is the preferred technology in the vast majority of desalination faciliies and growing in importance in
wastewater applications. As an industry leader in energy reooverY devices, we deliver eficient, scalable solutions for recovering otherwise
v&s;edl gne;gy in the RO process, thereby helping our customers lower their operating costs and reduce carbon emissions.

alination

Worldwide seawater desalination plants using our products produce over 43 million cubic meters of water per day (“m3/day"). As

water scarcity grows in communities across the globe, we are proud of our impactin enabling more affordable, sustainable access to this vital
resource.

Typical Process Flow Diagram

Incoming seawater
routed to pump and PX

MEMBRANES

e =y LOW pressure

F _“ L. potable water
| —
[

HIGH-PRESSURE PUMP* I

CIRCULATION PUMP

PX transfers energy
from high pressure
brine to seawater

' - " To ocean
e — — — — — — gg n—-}‘:—
[ g——

PX DEVICE/ARRAY

*Main pump size reduced by up to 60% compared to a SWRO process not using any energy recovery device.
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Seawater Reverse Osmosis Desalination. Energy intensive pumps are used to pressurize feed waters with varying concentrations of

salts, minerals and contaminants, which is then pumped through a semi-permeable membrane to achieve the desired water guanﬁty and

quality. This process resulfs in fresh water, suitable for potable, agricultural and industrial use and a highly concentrated and pressurized

concentrate or brine stream. Rather than dissipating or “wasfing” the pressure energy fomthe discharge brine, our PX; the most commonly

adopted energy recovery solution, can ransfer the pressure energel omthe high-pressure discharge streamdirectly to a portion of the low-
ressure fitered feed water stream, thereby reducing the amount of flow required by the main hgh-ﬁgressure process pumps, which are the

argest consumers of power within the SWRO process. Our highly efiicient technology can recycle this pressure energy at peak efiiciencies

up © 98%. This resuls in a more efficient process as the size of the high-pressure purmps are greatly reduced, no longer needed to be sized

for full membrane feed flow, and are now re-sized for the permeate flow, thus reducing the energy usage by up to 60%, compared to a

systemwithout energy recovery devices. As a result, our PXs have helped make seawater desalination an economically viable and more

sustainable opfion in the production of potable water.

Seawater desalinaion has been our primary market for revenue generation. These markets range from small, decentralized

desalination plants, such as those used in cruise ships and resorts, to large-scale project (‘megaproject’) desalination plants, defined as

those which produce over 50 thousand m3/day. Because of the geographical location of many significant desalination projects, geopolitical
and economec events can infuence the timing of expected projects. We anticipate that markets traditionally not associated with desalination,
such as the Americas, China and certain countries in Europe and North Africa, will develop and provide further revenue growth opportunities.



Both seawater and brackish market opportunities are represented by newly constructed (“greentfield”) and existing (“brownfield”) water
treatment projects. These opportunities include retrofits, upgrades, and plant expansions, that either Oﬁerate without an energy recovery
device or utlize alternative energy recovery device technologies. The large-scale greenfield market has been the key market for our water
business and represents projects that are typically public in nature and involve a formal tendering process; while smaller projects, may be
private in nature, may or may notinvolve a formal tendering process. Typical brownfield faciliies face higher energy consumption and
reduced plant availability due to legacy technologies, aging or outdated equipment, and include improvements to existing operations,
Weuiprrent upgrades and potential expansions of existing capacity.

work directly with the project bidders, generally large project developers, engineering, procurement, and construction firms (“EPC”
firm), end-users, and industry consultants, to specify our products prior to the project being awarded, where possible. Once the projectis
awarded o an EPC firm, our normal sales process ensues. The greenfield marketis highly competiive, and the tendering process pays
close atiention to the cost to desalinate water (i.e., dollars per cubic meter of water produced). Retrofit opportuniies may or may nothave a
formal tendering process. W\e typically approach the plant owners, operators, and/or end-users of these facilities to present our leading life-

cle cost value-proposition.
astewater

The wastewater market has more variety and covers a wide range of industries, such as discharges fromheavy manufacturing, texiile
production, chemical processing, mining operatons, and municipal plants, and geographies. As %)vernments across the globe increase their
focus on water conservation, reusing, recycling, and limiing the amount of polluion, they are establishing more stringent requirements for
wastewater treafment to maximize water recovery, and o oorrple/ with growing freshwater withdrawal and discharge regulations. Zero or
minimum liquid discharge (“ZLD” and “MLD”, respeciively) applicaions are being observed in countries Ihrou%hout the world. We expect this
frend to continue to expand as we observe the implementation of regulations on the discharge of wastewater efluents as the world responds
o the growing gap between water availability and demand while focusing on minimizing and/or eliminating pollution rom these industries.
Brackish Water Reverse Osmosis Desalination. The brackish RO process is similar to that of the SWRO process. Brackish water
typically has lower salt, mineral and contaminant content than seawater, therefore, fewer solids need to be removed and less energy is
exBended on pressurizing the feed water. Due to the lower cost and available pressure energy involved, our low pressure PX and hydraulic
turbochargers generally have characteristics more applicable to the brackish process. The salt content in the feed water will ulimately
determine the systemdesign and OPeraﬁng conditions which, in turn, will drive decisions related to the specification or type of energy
recovery device o be employed, if any.
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Enerqy Recovery Devices Utilized During Each Stage in the Treatment Train

TRADITIONAL ZLD TREATMENT

Wastewater
LPRO HPRO UHPRO
Pressure up to 31 Bar Pressure up to 83 Bar Pressure up to
(450 psi) (1,200 psi) 120 Bar (1,740 psi)
Thermal
—E —E T—= -
Wastewater ZLD TREATMENT WITH UHPRO

As climate change becomes the focus of many countries, governments around the world are increasing their regulations on

sustainability as well as providing voluntary incentives. Many municipal and industrial industries are adc:gﬁng mmore sustainable water reuse
practices to reduce their reliance on existing water resources, as well as o market their sustainabil(i% perrormance to the public and their pro-
active risk management to their investors. Sectors such as automotive, including electric vehicles, chemicals, pulp and paper, texties,
semiconductors, and other heavy industries are often large water consumers. Their water usage can compete with municipal and agricultural
water resources, further straining potable water supply in areas already struggling with water scarcity.

Avariety of RO technologies may be utlized in the wastewater applicaions where our energy recovery solufions are applicable. Such
processes are typically muli-staged, with each stage increasing in pressure as the wastewater is fitered o recover clean water roma
wastewater streamand concentrate pollutants to a level where they can be economically utlized or safely disposed, rather than discharged
into the environment. Our energy recovery solutions, such as our hydraulic urbochargers, low-pressure PX, and our Ultra High-Pressure PX;
can be ap;JIied o each of these sages.

Technology Conversion

The thermal desalinafion process was the dominant seawater desalination technology employed throughout the 1990s. In this

process, thermal energy Is used to evaporate water from heated seawater and subsequenty condenses the vapor to produce fresh potable
water. Staring in the early 1990s, due to many factors including the introduction and greater usage of energy recovery devices, the process
of choice for the desalination industry shifted from thermal- to membrane-based RO desalination.



Over the pasttwo decades RO desalinafion technology has become the predominant technology, supplanting thermal desalination
technology as today’s desalination technology of choice. As water desalination plants that use fhe thermal desalination teohnologyrage, the
industry expects the majority of these plant owners to replace their existing thermal technology with RO desalination technology. These
conversions are driving new demand for RO desalination equipment, which in turn creates demand for our products.
We also see a similar technology conversion in the wastewater market  Thermal technologies have been the technologg of choice for
RO systems seeking to maximize the removal of waste from the water used in the manufacluring process, such asin ZLD processes, where
all water is recovered and contaminants are reduced o solid waste, and MLD processes, where near-ZLD grooesses produce small volumes
ofsliéi]uid waste. Similar to seawater desalination, thermal technologies are an energy- and cost-intensive method for cleaning water in these
discharge processes, with up t 50% of costs typically stemming from thermal reatments. Adopiing uifra high-pressure reverse osmosis
“UHPRO") treatment methods to achieve ZLD and MLD objecives moves the cost of these thermal technologies further downstream. Our
X U Series pressure exchangers further reduce wasted energy of the UHPRO process by refurning pressure energy to the system,
ulfmately reducing overall energy costs and potentially lowering capital expenditures.

Table of Corterits .
Water Treatment Solutions
Pressure Exchangers
Our line of (Fressure exchangers are high eiﬁciencY positive-displacement isobaric energy recovery devices made of a highly-
engineered ceramic cartridge supported by a highly eficient hydrodynarmic and hydrostatic bearing system. Models in this product family are
designed for use in a variety of reverse osmosis systems within the water treatmentindustry, including seawater and brackish desalination,
wastewater treatment, and reuse.
§ |

B -

B .

PX 400 )l

High-Pressure PX Pressure Exchanger. Our highly eficient PX Pressure Exchanger family of energy recovery devices delivers

unmatched energy savings for water treatment systems. We offer a variely of sizes defined by the flow and pressure requirements of the

systemranging as low as 20 and up o 400 gallons per minute (“gpnT’) (as low as 4.5 and up to 90.8 cubic meters of water per hour (“m3/h"))

per device at pressures between 400-1200 pounds per square inch (“psi”) (28-84 kilograms per square cenfimeter (“bar”)F; however, our

customers can design their energy recovery systems to achieve unlimied cagacities 2%/ installing an array of PXsin parallel.

Small and large desalination projects around the world rely on our range of PXs to achieve optimal operations and maximum energy

tsaavinl?s, and we believe the scalability and versatlity of our PX can achieve similar success in the emerging wastewater markets we are
raeting.

Ultra High-Pressure PX. Our Ulra High-Pressure PX energy recovery device, which we believe, addresses ke
challenges, such as energy intensity and environmental impacts associated with reating wastewater in a variety of water
treatment aBplicaﬁons. Designed with the pressure exchanger technology that powers our flagship high pressure PX, the
Ultra High-Pressure PX, functions similarly to our PX but can withstand higher pressures. We offer a variety of sizes
defined by the flow and pressure requirements of the systemranging as low as 10 and up o 250 gpm (or as low as

2.3and up o 56.8 n'h) per device at pressures up 1o 1800 psi (124 bar); however, by installing an array of PXs in
arallel, our customers can design their energy recovery system o achieve unlimited capacities.
ile reverse osmosis adoption in wastewater treatmentis growing, we believe our Ulra High-Pressure PX can help
accelerate further adoption of reverse osmosis in the growing zero and minimum liquid discharge markets by enhancing
RO's affordability and efficiency compared to thermal freatment options, similar to the impact of our PX
in the seawater desalination market



A1on0301 3005 (> i
¢

€

Low-Pressure PX. Products in this family are ideal for municipal and industrial potable water reuse applications
that deploy low-pressure RO stages. We offer a variety of sizes defined by the flow and pressure requirements of the

systemran in%as low as 30 and up to 260 gpm (or as low as 6.8 and up 10 59.0 n13/h) per device at pressures between
80-400 psi?6- 8 bar?; however, by installing an array of PXs in parallel, our customers can design their energy recovery
system o achieve unlimted capacities.

umps and Turbochargers
W\ offer high-pressure centrifugal pumps designed to complement our energy recovery devices for a wide range of
RO plant capacites and applications.
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Pumps. RO requires specialized high-pressure membrane feed and, in pressure exchanger applications, high-pressure circulafion
punps. We manufaciure and/or supply specialized high-pressure feed and circulaion punps for only a portion of the markets served by our
energy recovery soluions. Qur high-pressure feed punps are designed to pressurize the membrane feed flow and overcome the osmofic
pressure requirements of the feed water resuliing in the production of desalinated water. Our high-pressure circulaion purrlgs are designed
to circulate and control the high-pressure flow through our PX and to compensate for small pressure losses across the membranes, PX and
associated process piping in many desalination and wastewater applications.
Sales and Marketing
Our strategically located direct sales force offers our products through capital sale to our customers around the world. We maintain a
sales and service foofprintin strategic territories to handle desalination acivities, such as in the U.S., China, India, Latin America, Spain,
Saudi Arabia, the United Arab Emirates, and countries in North Africa, allowing rapid response to our customers’ needs. In addition, we are
expanding our teamto handle the growing wastewater romindustrial plants in the U.S., China, India, South America, and Taiwan. Our team
is comprised of individuals with many t)c/)ears of desalination and wastewater treatment industry expertise. Aligned to the geographic breadth
of our currentand potential future customers, our J)roduct marketing apFroach includes a strategic presence at water industry events across
various regions. In additon, we leverage our industry and marketintelligence to develop new solutions and services that can be adopted by
our growing customer base.
A signiﬁcant portion of our revenue is from outside of the U.S. Addiional segment and geographical information regarding our
roduct revenue is included in Note 2, “Revenue,” Note 9, “Segment Reporting,” and Note 10, “Concentrations,” of the Notes to Consolidated
inancial Statements in Part 1, ltem 8, “Financial Statements and Supplementary Data,” of this Annual Reporton Form 10-K (the “Notes”).
Competition
As the water industry has evolved, we faced, and confinue to face, increasing worldwide competion based on product offerings and
service. Vhile our technology has been errbraced for many years as the industry standard in RO desalination plants, the competiion has
increased over fime whereby more companies are offering energy recovery devices similar to our devices. Furthermore, we expect our
competiion to begin offering new products that incorporate newer technology and materials that may work with existing and new RO
desalination and wastewater operations. \\e believe our flagship PX has a compefiive advantage over products offered by our competitors,
because our devices (1) are made with highly durable and corrosion-resistant aluminum oxide ?“alum‘na") ceramic parts that are designed for
alife of more than 25 years; (2) are, in certain circumstances, warrantied for high eficiencies; and (3) cause minimal unplanned and planned
downtime, resulting in lower lifecycle costand cost-effective energy recovery solutions. In additon, our PX offers optimum scalability in both
the desalination and growing wastewater market with a quick startup and no scheduled maintenance, as well as having been proven in the
marketand trusted by our customrers.
Project Channels
W separate our Water segment sales into three distinct channels that are related to financial, other commercial, and technical
afslgeds gf %h(e A;i\rll:)}ects. e identfy these sales channels as megaproject (“MPD”), original equipment manufacturers (“OEM”) and
afermarket (“AM”).
Megaproject. MPD customers are major firms that develop, design, build, own and/or operate large-scale desalination plants with

capaciies greater than 13.2 million gallons/day (50 thousand m3/day). A majority of our water treatment revenue comes from this channel.
Our MPD customers have the required desalination expertise to engineer, undertake procurement for, construct, and sometimes own and
operate, large-scale desalination plants. Due to the roLect sfructures and capacities of these plants, ongoing operating costs and life cycle
costs, rather than the iniial capital expenditures are the key factor in the customers’ selection of an energy recovery device solution. As
such, MPD customers most often select our PX, which we believe offers market-leading value with the highest technological and economic
benefit \We work with our MPD customers to specify and optimize our PX solutions for their plant designs. The typical desalination and
wastewater MPD project imeline between project tender and shipment may take up to 36 months; however, from fime-to-ime, may exceed
36 months. Each projectin this channel generally represents revenue opportunities over $1 million.
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Original Equipment Manufacturer. OEM customers are companies that supply equipment, packaged systems, and various operating

and maintenance solutions for small- to medium-sized desalination and wastewater plants utlized by commercial and industrial entities, and
national, state, and local municipaliies worldwide. We sell to our OEM customers a broad set of our products, including our PX, hydraulic
turbochargers, high-pressure pumps, circulation booster pumps, and associated services. As itrelates to desalination and wastewater OEM

prcg’ec’s, these projects comprise of plants processing up to 13.2 million gallons/day (50 thousand n13/day), such as those located in hotels
and resorts, power plants, cruise ships, agriculiural sectors, local and other municipal sites, and industrial facilites. In addion, these OEM
customers purchase our soluions for mobile, decentralized “quick water” or emergency water soluions. Unlike MPD projects, desalination
and wastewater OEM projects are smaller in scope and the initial capital expenditure, rather than future ongoing operating costs, is often
more of a factor in selection of an energ?y recovery device solution in desalination. Accordingly, we sell notonly our PX, butalso our
hydraulic turbochargers, which offer a lower cost alternative to our PX. The ty#r)ical desalination and wastewater OEM project imeline from
project tender to shipment generally ranges fromone to 16 months; however, from ime-to-time, it may exceed 16 months. “Each projectin
this channel typically represents revenue opportunities up to $1 million. Early stage revenue fromthese projects are dependent on the size of
systemor retrofit of our customers’ projects.

ftermarket. Aflermarket customers are desalination or wastewater plant owners and/or operators who can utlize our technology to
upgrade or keep their plant running opfimally, and usually have our solutions installed and in operafion. e provide spare parts, repair
services, field services and various commissioning aciviies. e leverage our industry expertse in supportingi our exisﬁn(T] installed base to
ensure that our energy recovery solutions are being operated eflectively and eficiently in order to maximize plant availabilty and overall
profitability of the facillty operations, as required by our industry pariners and customers.
Seasonality
Desalination or wastewater revenue occurs throughout a calendar year and are based on project fiming and size. e often
experience substantial fluctuations in desalination or wastewater revenue from quarter-to-quarter and fromyear-to-year primarily due to the
fiming and execution of our MPD shipments, which can also vary fromyear to year.
Emerging Technologies
\\e are leveraging our pressure exchanger technology platormto develop new product applications and diversify info new industries.
V\letzhooamue to push the limits of what our pressure exchanger technology can do, which we believe will unlock new commercial opportunities
in the future.

Co,
The global refrigeration and heafing industries are major contributors fo greenhouse gas emissions, of which the leakage of

hydrofuorocarbon (“HFC”) refrigerants within these closed systens is the leading cause. HFCs have been recognized as a significant
contributor o global warming, up to thousands of times more potent than CO, used as a refrigerant Global regulations are pushing the

refrigeration and heating industries to fransition away fromincumbent HFCs to lower global warming Eotenﬁal (“GWP") natural refrigerants.
CO, used as a refrigerant s a climate-friendly alternative to greenhouse gas-emiting HFCs and has been the natural refrigerant o

choice for decades in Europe and Japan, where tens of thousands of CO,implementations have occurred to date. CObased refrigeration
systems for commercial and industrial applications are safe, sustainable, and commercially available; however, a COy-based refrigeration
system can also consume significant amounts of electricity, especially in warm environments, making them expensive to operate. We believe
our PX G13002 which uses proven pressure exchanger technology to improve CO-based refrigeration system performance, can confribute
fo solving this challenge and help make CO,-based refrigeration more econorically viable in a broader range of cimates. When integrated
info new or exising systerrs, the PX G1300 can reduce compressor workload o increase cooling capacity, system stability, and energy

eficiency.
On February 25, 2026, we decided to wind down operations of the CO, refail grocery business within our Emerging Technologies

segment due to a fundamental change in the outiook of the business. See Note 13, “Subsequent Events,” of the Notes for further discussion
regarding the wind down.
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PX G1300. Our refrigeration-focused product leverages our existing ceramics, material science, and manufacturing
expertise. The PX G1300 can reduce the energy consurmption and operating costs of CO-based refrigeration systems in a

broad range of operatin% condiions.
We designed the PX G1300 to be integrated into new or exising CO,-based refrigeration systems. The PX G1300

can integrate with any existing rack controller and is easy to operate and maintain.

Sales and Marketing

W\e believe there is a potential market for the PX G1300 in a variety of channels, such as supermarket chains and cold storage

faciliies. The build of these commercial and industrial refrigeration systens is large enough and demands enough flow of C(i refrigerant fo

warrant the use of our device, which today inplies any system 80 kilowatt in size or greater.
In understanding the market for the PX G1300, we have identified three major value propositions:
1.Energy Savings and Emissions Reduction. The PX G1300 recycles the high-pressure energy of a CO, systemby compressing a

portion of the gas flow for “free.” This “free” compression provided by the PX G1300 allows the main electrical refrigerafion
compressor to work less 1o keep the refrigeration systemat the same temperature. In this way, our PX G1300 contributes to
lower energy consunption and lower costs by reducing the amount of cycles the main compressor operates, and thereby lower
emissions in a CO, refrigeration system

2.Increased Cooling Capacity. The PX G1300 can add compression capacity © a transcritical COxbased refrigeration systemto

safeguard against high discharge Bressure failures, which occur during heatwaves when refrigeration systems are under sfress.
3.0perating Costs Savings. The PX G1300 can help lower the costs of water usage and maintenance by reducing the reliance on
an adiabatic gas cooler system
The magnitude of each of these value propositions, or lack thereof, will greatly depend on the geographic location of a refrigeration
systemand temperature ranges that location experiences, the cost of energy at that location, the specific architecture of the refrigeration
systemitself and possibly other parameters.

annels and Customers
CO, sales are reported under our OEM sales channel. This includes direct sales to commercial or industrial customers, such as

sugerrmrket chains, cold storage facilites, and other industrial users, and sales to intermediaries, such as refrigeration systeminstallers or
rem |%eraﬂogte OEMs, to whomwe sell the PX G1300 and associated services for inclusion in these customers’ new installaion or refroft of
exisiing systems.

The commercial refrigeraion market ecosystem has multiple players who integrate the components to build a system. These players
include supermarkets, which are the end users of the systems; confractors and installers that assist with the insfallation and maintenance of
the systens; refrigeration OEMs; and design consultants that assistin designing and specifying the systems for end users and in providing
the component specificaions to the refrigeration OEMs.

In 2025, we continued fo increase our commerdialization efforts in the U.S. and in Europe. We began partnering with OEMs,

conducting multiple fled trials. Through these field trials, the OEMs have been able to provide us significant feedback on the PX G1300°s
real world operations, installation, value ﬁropositjon, such as energy savings, an increase in refrigerafion cagacity and lower operational
costs, and customer acceptance, all of which are necessary for successful commercialization of the PX G1300.
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Competition

The concept of energy recovery is a new one in the refrigeration industry. Therefore, unlike in our water markets, there is no direct
analogous competitor o our pressure exchanger technoloRy. However, there are a variety of cost saving methods, such as parallel
compression plus ejector and parallel compressors, as well as alternative devices, such as adiabatic gas coolers, tat refrigeration
manufacturers may try o infroduce into their configurations to reduce energy consurmption within their CO,-based refrigeration systerms.

These cost saving methods include ufiizing novel systemarchitectures, new and irrﬁ)_roved equipment or materials, ejectors or other energy
recovery devices, and/or other technologies that could improve energy efficiency. These cost savings methods may or may notbe
compatible with the PX G1300. As CO,-based refrigeration systems become more prevalent, we believe competitive technologies and

devices could arise.
Seasonality
There is no specific CO, revenue seasonality 1o highlightin the early stages of this product liecydle.

Sustainability

Our core technology leverages performance and energy efiiciency to enhance operational profitability for our customers, helping
themachieve more sustainable operations. We are commitied fo managing our own operational footprintand delivering high-quality energy
recovery devices. Our sustainability approach integrates initiatives with measurable targets for our own operational footprint, alongside
delivering customer solutions that drive profitable, sustainable growth for both our customers and our business.

A comprehensive materiality assessment, conducted with input from investors, employees, and customers, helped us refine our
sustainability prioriies. Our current sustainability goals focus on four key topics: Employees, Innovation & Opportunity, Product Safety &
Performance, and Operational Impact & Management These topics were identified through this assessment, with input from our
management teamand stakeholders, as most material to our business and our ability o create long-termvalue. These goals provide a
strategic framework for managing critical business factors, fostering a more resilient enterprise, an supr)orﬁng sustained performance.
Employees. Guided by our purpose — to design and manufaciure world-class energy-saving technology for critical infrastruciure that
communities rely on every day, driving a more resilient and sustainable future — we seek o foster a workplace culture shaped by our core
values: where individuals are empowered to Own the Outcome with integrity and accountability, Connect to Win through collaboration and
trust, and Engineer for Agility in their approach to work. e encourage employees to Embrace the Challenge for personal growth and to



Innovate for Impactin shaping our markets and products. \We are commitied to providing a safe and supportve environment that encourages
professional development and values these contributions, which we view as fundamental to maintaining a high-performing and stable
workforce. For more information on our emmployees and programs, please see Human Capital Resources below.

Innovation & Opportunity. Innovation and strong customer relationships are pivotal o our ability to deliver soluions that address customer
needs and contribute fo their operational profitability and environmental objectives. In 2020, we seta goal to double emissions reductions
delivered by our products by 2025. In 2024, we achieved this goal a year ahead of schedule. Building on this achievement, we continue to
de;/tglop innovative products and soluions that address evolving customer needs, driving profitable and sustainable outcomes for our
customers.

Product Safety & Performance. To maintain trustin the industries we serve, we focus on manufacturing products that deliver hi%h
performance, reliability, and safety, generating value for our customers. Our commitment to product quality and safety is reinforced by our
goal fo certfy 100% of manufacturing operations to ISO 9001 standards or equivalent, alongside consistent performance on warranty
eXpenses.

Operational Impact & Management. \\e recognize the importance of efficiently managing our own operational foofprint In 2022, we seta
goal o reduce our Scope 1 and 2 greenhouse gas emissions intensity by 65% by the end of 2026, a target which supports ogeraﬁonal
Si(ﬁ)gigncy and resilience. We also continue to formalize our efforts to optimize waste and water consurmption via new targets published in
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QOur latest annual sustainability performance report that was published in June 2025 details our initiaives to manage sustainability

topics within our own business and drive profitable, sustainable outcomes for our customers. Reflecting our consistent performance and

transparency, we refained the highest ESG rating of AAA from MSCI ESG Research LLC (“MSCI") as of MSCI's last re-rafing cycle. MSCl's

evaluation reoognizes Energy Recovery as one of the highest performing companies within the Indusrial Machinery industry in MSCI's Al

Corrpran)%j World Index, highlighting robust corporate governance, labor management pracfices, and our engagement with clean technology

opportunities.

Our 2024 sustainability performance report s available for download on our website at htips://energyrecovery.com/sustainability.

We have included this website address only as an inacfive textual reference and do notintend it fo be an active link to our website. Our 2024

sustainability performance report s notincorporated by reference into, and is nota part of, this Annual Reporton Form 10-K.

Manufacturing

Qur products, including our PX, hydraulic turbochargers, high-gressure punps, and circulation booster punps, are designed,

manufactured, assembled, and tested in two facilifes located in California. Our facilities include advanced ceramics manufacturing and

testing equipment. In some instances, we rely on highly qualified third-parties for final assembly and tesfing.

We obtain raw, processed, and certain pre-machined materials from various suppliers to support our manufaciuring operations. A

limited number of these suppliers are single source to maintain material consistency and support new product development However,

although we may purchase from certain single source suppliers, we have qualified redundant source(s) fo ensure consistent stg)ply for many

of our crifical raw materials and manufactured components. Alumina ceramic components for our PX products are manufaciured in-house

fromhigh-purity alumina to the final product We are able to leverage our ceramics manufacturing across all of our PX product lines.

Through our verticallé/ integrated ceramics precision manufacturing process, we ensure that all components meet our high standards for

quality, durability, and reliability. The components for our other products undergo final precision machining to protect the proprietary nature of

our rmnufacluring methods and product designs, and to maintain premium Weality standards.

We are commitied to reducing the environmental impact of our operations. Ve recognize that as we pursue our strategy of diversified

and disciplined growth, our operations and our impact on the environment may increase. Some of the ways we currently seek to minimize

our environmenial impact are by reducing consurmption of resources through waste management strategies, optimizing the use of renewable

energy, and monitoring key environmental indicators. For example, as part of our waste management strategies, during the machining

ﬁhase, when the solid components are shaped, excess high-purity alumina powder is collected, processed, and then reused. Further, we
ave inmrForamd in our testing process multiple test loops, which allows us to test products we manufacture to their operating conditions.

These test loops, which are a major driver of our water usage, have been modified to allow us to recgcle a large proportion of the water used

in these testing cydles. Our efforts to measure and manage our impact will confinue to evolve as our

Research, Development and Technology

Research and development (“R&D”) has been, and remains, an essential part of our history, culture and corporate strategy. Since our

formation, we have developed leading technology and engineering expertise through the evolution of our pressure exchanger technology,

which can enhance environmental sustainability and improve productivity by reducing energy consumption in pressurized fluid-flow systems.

This versatie technology works as a platiorm o build product applications and is at the heart of many of our products. In additon, we have

engineereéi and developed ancillary devices, such as our hydraulic turbochargers and circulation booster punmps that complement our energy

recovery devices.

We are applying our pressure exmargjer technology in new and important ways, building new products to accelerate environmental

sustainability across more industries. Our investments into R&D are focused on (1) advancing our solutions to betier service historical

markets, such as desalination; (2) applying our pressure exchanger technology to additonal markets, such as the wastewater and CO,

markets; and (3) fundamental research into new applications of our pressure exchanger technology in existing and new vertcals.

uSiness grows.
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We recognize the importance of carefully stewarding resources to support our ongoing R&D program. e maintain advanced
analytical and testing capabilities to evaluate our solutions atall company sites. e have developed complex analyfical tools which allow us
to be less reliant on full-scale Iestin%Ihat is costly and often uses considerable amounts of water and consumable energy. Our advanced
numerical modeling and analytical tools allow for 3-dimensional, mulf-phase, multi-physics, and muli-scale, computational fluid dynamics,
fluid structure interactions, thermodynamics, and system ana%/sis. Leading-edge modeling and analytical techniques coupled with extensive
state of the art experimental capabilities allow us to further refine our existing water and refrigeration technologies, as well as developing new
derivatives of our pressure exchanger technology for complex systems and applications.
Our engineering team, many of whom carry accreditation from world-recognized engineering organizations, specialize in a range of
technical fields critical to support our current product lines and advance our incubation initiatives, including core engineering competendies of
fluid mechanics, solid mechanics with expertise in computational fluid dynamics and finite element analysis, bearings design (roller-element,
hydrostatic, and hydrodynaric), multi-phase flow, dynamics and confrols, acousics and vibrations, tribology, material science and coatings,
i)unps and turbines, turbo-machinery, and rotating equipment

ntellectual Property
e seek patent protection for new technologies, inventions, and improvements that are likely to be incorporated into our solutions.
W\ rely on patents, rade secretlaws, and contractual safeguards o protect the proprietary tooling, processing techniques, and other know-
how used in the production of our soluions. We have a robust intellectual property (“IP”) portiolio consisting of U.S. and international issued
%tenis aswell as pending? patent applications.

have registered the following trademarks with the United States Patent and Trademark office: “ERI,” “PX,” “PX Pressure

Exchanger,” “Pressure Exchanger,” “PX G1300,” and the Energy Recovery logo. We have also applied for and received registraions in
international trademark offices.

Human Capital Resources
Our employees are key to our Company’s success. \\e believe we have a talented, mofivated and dedicated team, and we work to
create an inclusive, safe, and engaging environment, for all of our employees. Our company is built around innovation and driven by
customer focus. Our employees challenge the status quo, actively partner to resolve challenges, and seek to coninuously improve
themselves as well as our operations.
As of December 31, 2025, we had 230 full-ime employees. Our full-ime enployees represent approximately 100% of our stafing,
and include both permanent and leased employees. Our leased enployees include sales and service agents worldwide, and IT support Our
employees are not unionized, and we consider our relations with our employees o be good.
We are proud to have builta global workforce to match our global customer base. Our employees representa broad array of
backgrounds, professionally and personally, and we believe that this diversity of experience and perspectives is a competiive advantage that
allows us to better serve the needs of our customers.
Qur Code of Business Conduct ﬂour “Code”) serves as a crifical ool to help all of us recognize and report unethical conduct, while
preserving and nurturing our culture. Our Code is reflected in our employee manual, which we provide to all of our employees, and training
programs. Both our employee manual and training programs include our policies against harassment and bullying, and the fair treatment of
all employees in the workplace. .
Recruiting, Training and Retention
Qur focus is to create an engaged employee experience, throughout the process of atiracting, onboarding, developing, and retaining
employees. We are commitied to supporting enployee development as well as providing competiive benefits and a safe workplace. We
supportand develop our employees through global training and development programs that build and strengthen employees’ leadership and
protessional skills while striving to enhance our employee’s financial, mental and physical wellness. To assess and improve employee
retention and engagement, we regularly solicit feedback through engagement surveys and we take action to address areas of employees’
concerns.
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We strive to keep our employees well informed through various engagement activiies. Our engagement efforts include all-employee

town hall meetings, informational meetings, which includes our executive staff meeting with small groups of employees in an informal seting,
through which we aimto increase fransparency and promote a culiure of open communication, product and manufacturing training, where we
help our employees to understand our productand the process to manufacture these products, and newsletiers. Our values and ethics serve
as the guiding force through which we proacively maintain the highest standards of business conduct

Compensation and Benefits

We believe that compensation should be competitive and should enable our employees to share in our company’s sucoess. In

addition, we recognize our employees are mostlikely to thrive when they have the resources to meet their needs and the time and support to
succeed in their professional and personal lives. In support of this, we offer a wide variety of benefits for our employees and we investin
tools and resources that are designed to support our employees’ individual growth and development

Our compensation and benefit programs are designed to recognize our employees’ contributions to value, ingenuity and business

results, includinf; variable pay, which rewards each employee for the Company’s and individual’s performance. All full-fime and full-time
equivalent employees, where allowed, are included in our stock-based equity incentive program, and are offered health and welfare benefis,
mental wellness programs, development programs and training courses. In addition, our employees are afforded the opportunity o give back
to our communities through donations of time and money through our company sponsored programs.

Workplace Health and Safety

We are commitied o providing a safe and healthy workplace. We confinuously sfrive to meet or exceed compliance with all laws,

regulations and accepted praciices pertaining to workplace safety. All employees are required to comply with established safety tgolicies,
standards and procedures, and o attend and conplete annual safety fraining based on their job funcion. To accomplish our safety goals, we
def\éelop)gddang maintain company-wide policies to ensure the safety of each employee, as well as compliance with domesfic and international
safety standards.

Additional Information

Our website is hifps://energyrecovery.com. Ve also maintain an Investor Relations website as a routine channel for distribution of

important information, including news releases, Preseniaﬁons, and financial statements éhﬂps://ir.energ recovery.com?. We infend to use our
Investor Relations website as a means of complying with our disclosure obligaions under Regulation FD. Aooordin%ly, investors should
monitor our Investor Relations website in addition o press releases, Securiies and Exchange Commission (“SEC”) fiings, and public
conference calls and webcasts. Our Annual Reporton Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form8-K; all
amendments to those reports, and the Proxy Statement for our Annual Meefing of Stockholders are made available, free of charge, in the
Investor Relations section of our website, as soon as reasonably praciicable after the reports have been filed with, or furnished to, the SEC.
The information contained on our website, or any other website, is not part of this report nor is it considered to be incorporated by reference
herein or with any other ling we make with the SEC. Our headquarters and primary manufaciuring center is located at 1717 Doolitfe Drive,
San Leandro, California 94577, and our main telephone nurrber is (510) 483-7370. The SEC maintains an internet site that contains reports,
proxy and information statements and other information regarding issuers that file electronically with the SEC. The address of the SEC
website is http://www.sec.gov. We have included this website address only as an inactive textual reference and do notintend it to be an
actve link to the SEC website.

Table of Cortents



ltem 1A — Risk Factors

The following discussion sets forth what management currently believes could be the most significant risks and uncertainties that

could impact our businesses, results of operations, and financial condition. Other risks and uncertainties, including those not currently known
to us or our management, could also negafively impact our businesses, results of operations, and financial conditons. Accordingly, the
following should not be considered a complete discussion of all of the risks and uncertainties we may face. We may amend or supplement
these risk factors fromtime to fime in other reports we file with the SEC.

Risks Related to our Water Segment

Our Water segment revenues largely depend on the construction of new large-scale desalination plants and the retrofit of existing
desalination plants, and as a result, our operating results have historically experienced, and may continue to experience,
significant variability due to volatility in capital spending, availability of project financing, project timing, execution and other
factors affecting the broader water desalination industry.

We currently derive the majority of our Water se?hrrent revenues fromsales of energy recovery products and services used in newly
constructed, large-scale desalination plants and fhe retrofit of existing desalination plants, particularly in dry or drought-ridden regions of the
world. The demand for our products used in the Water segment may decrease if the construction of these large-scale desalination plants or
the retrofit of existing plants declines for any reason, including, any global or regional economic downturns, worsening global or regional
political conflicts, worsening regional condiions, changing government priorities, or the impact of any global or regional conflicts.

Other factors that could affect the number and capacity oflarge-scale desalination plants built or the timing of their completion, include

the availability of required engineering and design resources; availability of creditand other forms of financing; the health of the global
economy; inflaion rates; changes in government regulation, permiting requirements, or priorities; and reduced capital spending for water
desalination soluions. Each of these factors could resultin reduced or uneven demand for our products. Pronounced variability, complete
cancellaions or delays in the construction of such plants or reductions in spending for desalination in general could negafively impact our
Water segment sales, which in turn could have an adverse eflect on our entre business, financial condition, or results of operafions, and

make it dificult for us to accurately forecast our future sales.

Our Water segment faces competition from a number of companies that offer competing energy recovery solutions. If any of these
companies produce superior products or offer their products at substantially lower prices, our competitive position in the market
could be harmed and our revenues may decline.

The market for energy recovery devices for desalinaion and other water treatment plants is becoming increasingly competiive and

we expect this compefition to intensify as the desalinaion and wastewater markets continue to grow. Compefitors have infroduced products
that are similar to, and directly compete with, our key energy recovery products. In addition, we expect new competitors to enter the market,
and exisﬁnguoonpeﬁbrs to inroduce improvements o their exisling products and introduce new products that are directly competive to our
solutions. Our competitors’ existing, new, and improved products may be superior to our products and/or could be offered at prices that are
considerably less than the cost of our products. Our customers may also enooura?he compeiiion by purchasing our compeitors products.

The performance and pricin%pressure of such products could cause us to adjust e prices of certain products to remain competiive, or we
may not be able fo continue o win large contracts, which could adversely affect our market share, compefitive position and margins. Some

of our currentand potential competitors may have significantly greater financial, technical, marketing, and other resources; longer operating
histories; or greater name recognition. They may also have more extensive products and product lines that would enable themto offer mul-
product or packaged solufions as well as competing producs atlower prices or with other more favorable terms and conditions. As a result
our ability to sustain our market share may be adversely impacted, which would affect our business, product margins, operating results, and
financial condition. In addition, if one of our competitors were to merge or partner with another company, the change in the competiive
landscape could adversely affect our continuing ability to compete effectively.
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A sustained downturn in the economy or global unrest could impact the future of new, and the retrofit of existing, desalination
plants, and the treatment of various wastewater verticals, which could result in decreased demand for our water products and
services.

The demand for our water products and services depends primarily on the confinued construction of new large-scale desalination

plants, the refrofit of existing Elants, and the construction of wastewater treatment faciliies, particularly in the countries that are part of the

Gulf Cooperation Council, China, Taiwan and India. Weak economic conditions, inflafion and global uncertainty including the confinuing
conficts in Ukraine and many parts of the Middle East may have a negafive econormic impact on these and other countries, which may

impact the levels of spending on, timing of, delays to, and availability of, project financing for new desalination and refroft Plant projects. The
inability of our customers to secure credit or financing for these projects, may resultin the postponement or cancellation of these projects. In
addition, the change in government priorities and/or their reduction in spending for water treatment projects could resultin decreased demand
for our products and services, which could have an adverse effect on our business, financial condition or results of operations.

We may not be successful in developing suitable market adoption for our products in the wastewater market.

\\e have introduced a nunber of products designed specifically for the wastewater marketin the last few years, including the Ulra
High-Pressure PX family of products and the low pressure PX. While we have enjoyed some initial market adoption in certain key markets,

the wastewater market coninues to evolve and covers a wide range ofindustries and geographies, and utlizes a varietr of RO fechnologies.
While we believe our products can be a potential solution to these difierent applications, there is no guarantee that we will continue to be
successful in developing market adoption of our wastewater products. While countries like China and India are beginning to mandate zero or
minimum liquid discharge (“ZLD” and “MLD”, respeciively) requirements for specific industries, in many parts of the world there are no
regulations or minimal regulations for treating wastewater. Aooording(liv, end users in other parts of the world with no or minimal regulations
may not be wiling to implement wastewater freatment atall or, if they do plan to implement a wastewater treatment program, they may select



a corpetitive or alternative wastewater freatment technology. Similar to the desalination market, there are many competiors and competiive
products that can service wastewater industries that do notindude RO technologies or utilize our products. These compefitors may have
existing relationships with end users, greater name recognition, and/or significantly greater financial, technical, markefing and other resources
that may make it challenging for us to compete in this industry. As a resultof the foregoin?, we may not be able to successfully develop our
wasﬁwater business, develop any market share, or win any large confracts, which would affect our business, operating results and financial
condiion.

Risks Related to our Emerging Technologies Segment

We have decided to wind down operations of our CO,retail grocery business, and we expect to incur costs associated with the

wind down, which will have an adverse effect on our Emerging Technologies seqgment financial condition and results of operations.
For the past decade, the global commercial and industrial refrigeration industry has been s iﬂin[g away from HFC-based
refrigerants to natural refrigerants, such as CObased refrigerants in response o the global HFC-based refrigerant phase-down and

subsequent environmental regulations. We infroduced the PX G1300 energy recovery device for use in COx-based refrigeration systems in

2021. While interestin the PX G1300 had been positive, in February 2026, as a result of discussions with OEM and end user customers, we
decided o wind down operations in the CO, business within our Emerging Technologies segment due fo a fundamental change in the

business’ outiook. e expect to substantially complete the wind down in the first quarter of 2026, and we will incur costs associated with the
wind down which will have an adverse eflecton our Emerging Technologies segment financial condifion and resuls of operations.
Additionally, as a result of the wind down, we will not generate revenues in the CO,-based refrigeration market

Our expected future development of the next generation of the PX G1300 may not be completed as anticipated and/or may not meet
our expectations.

W\e are currently working on the next generation of the PX G1300. Ifthe project timeline is not completed as anticipated, or ifthe

development ofthe next generation of the PX G1300 does not meet the expected goals, or if we experience unanticipated problems, we may

incur a reduction in our forecasted revenues or market share. In addition, any delays may adversely affect our competiive position and could

have a material adverse effect on our business.
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We may not be able to develop future new technologies successfully.

W\e have made a substantial investmentin R&D and sales and marketing to execute our diversification strategy into new and existing

fluid flow markets, including our recent commercial refriggraﬁon products. \While we see diversification as core o our growth strategy, tere is

no guarantee that we will be successful in our efforts. Our model for growth is based in part on our ability to initiate and embrace disruptive

technolo%/ trends, fo enter new markets, both in terms of geographies and product areas, and to drive broad adoption of the products and

services thatwe develop and market Our competitive position and future growth depend upon a number of factors, including our ability to

successfully: (i) innovate, develop and maintain compettve products, and services to address emerging trends and meet customers’ needs,

gi) defend our market share against currentand any future compettors, (i) enhance ourJ)roduct and service offerings %y adding innovative
afures or disrt:j)ﬁve technologies that diffierentiate them from those of our competitors and prevent commoditization, ﬁIV) evelop,

manufacture and bring compelling new products and services to market qfuiokly and cost-effeciively, (v) atiract, develop and refain individuals

with the requisite innovation and technical expertise and understanding of customers’ needs to develop new technologies, products and

services, and (vi) continue to investin manu clurin?, R&D, engineering, sales and markefing, and customer support. Any inability to execute

this model for growth could damage our reputation, limit our growth, and negatively affect our operation results. In additon, profitability, if

any, in new industrial verticals may be lower than in our Waler segment, and we may not be suficienty successful in our diversificaion

efforts to recoup investments. The failure of our technologies, products or services to maintain and galn market acceptance due to more

atiractive offerings, or customers’ slower-than-expected adoption of, and investment in, our new and innovative technologies could

significantly reduce our revenues or market share and adversely affect our compettive position.

Risks Related to our General Business

Our operating results may fluctuate significantly, making our future operating results difficult to predict and causing our operating

results to fall below expectations.

Our quarterly and yearly operating results may fluctuate due to a variety of factors, many of which are outside of our control. e have

experienced significant fuctuations in revenue from quarter-to-quarter and year-to-year, and we expect such fuctuations to confinue. Asa

result, comparing our operating results on a period-to-period basis may not be meaninggul. Since itis difficult for us to anticipate the impact

of these fluctuations on our future results, in the event our revenue or operating results fall below the expectations of investors or securifies

analysfs, our stock price may be negafively affected.

Material variations to our forecasted MPD project delivery fimeline in the fourth quarter of a fiscal year may have a substantal

negative impact on our annual operating results and financial condition. Each ot our MPD contracts generally has a minimumdollar value of

approximately $1.0 million, with larger MPD contracts exceeding $10.0 million. We generally recognize revenue under MPD contracts when

control of the promised goods or services is ransferred to our customers. [f1) delivery is cancelled, postponed or otherwise delayed beyond

the end of the fourth quarter; or 2) if control of the promised goods or services is ransferred beyond the end of the fourth quarter; we will not

be able to recognize that revenue for the fiscal year. If we experience unforeseen fourth quarter delivery cancellations, postponements or

other delzys due to project cancellations, project delays, transportation or other shipping delays, or other adverse events would have

prevented delivery in the fourth quarter, itis unlikely we will have sufiicient fime to make up such revenue shortall.

Our sales cycles can be long and unpredictable, and our sales efforts require considerable time and expense. As a result, our

sales are difficult to predict and may vary substantially from quarter to quarter, which may cause our operating results to fluctuate.

Our sales efforts involve substantial education of our currentand prospective customers about the use and benefits of our energy

recovery products. This education process can be fime-consuming and typically involves a significant product evaluation process which is

particularly pronounced when dealing with product infroduction into new fluid flow industrial vertcals. For example, in our Water segment, the



average Water segment sales cycle for our international MPD customers, which are involved with larger desalination plants, can be up to 36
months, and may exceed 36 months from ime-to-time, and the average sales cycle for our OEM customers, which are involved with smaller
desalination plants, ranges fromone to 16 months, and may exceed 16 months from time-to-time. These long sales cycles make revenue
predicions dificult and results in our expending significant resources well in advance of orders for our products, which may cause our
operating results o flucluate and may adversely affect our financial condition.
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Our Water contracts often contain holdback provisions of up to 10% of the contract price. If we are unable to collect unbilled

receivables, which are caused in part by these holdback provisions, our operating results could be adversely affected.

Our Water contracts with large EPC firms generally contain holdback provisions that typically delay final installment pa)/mems for our

products by up to 24 months afier the product has been shipped and revenue has been recognized. Generally, 10% or less of the revenue

we recognize pursuant fo our customer contracts is subject o such holdback provisions and is generally accounted for as contract assets.

Such holdbacks may resultin relaively high unbilled receivables. If we are unable to collect these performance holdbacks, our operating

results and financial condiion could be adversely affected.

We depend on a limited number of suppliers for some of our components. If our suppliers are not able to meet our demand and/or

requirements, our business could be harmed.

W\e rely on a limited number of suppliers for vessel housings, stainless steel ports, and alumina powder for our portiolio of energy

reooverédevioes and stainless steel casfings and components for our hydraulic Iurbochargers and pumps. Our reliance on a limited number

of manufacturers for these supplies involves several risks, including reduced control over delivery schedules, qualig/ assurance,

manufacturing yields, production costs caused by rising inflation, and lack of guaranteed production capacity or product supply. We may

qualify additional suppliers in the future, which would require fime and resources. Ifwe do not qualify additonal suppliers, we may be

exposed to increased risk of capacity shortages due to our dependence on current suppliers.

W\e do not have long-term supply agreements with our suppliers but secure our supplies on a purchase order basis. Our suppliers

have no obligation to supply products to us for any specific period, in any specific quantty, or atany specific price, exceptas setforth in a

particular purchase order. Our requirements may representa small portion of the total production capacities of these suppliers, and our

suppliers may reallocate capacity fo other customers, even during periods of high demand for our products. We have in the past

e?erienoed, and may in the fuure experience, product quality issues and deIiveQI delays with our suppliers due to factors such as high

industry demand or the inability of our vendors to consistently meet our quality or delivery requirements. If our suppliers were to cancel or

materially change their commitments to us or fail to meet quality or delivery requirements needed to safisfy customer orders for our products,

we could lose time-sensitive customer orders, be unable to develop or sell our products cost-effectively or on a timely basis, if atall, and have

significantly decreased revenue, which could harmour business, operating results, and financial condition.

We are subject to manufacturing risks, particularly related to new products, which could lead to excessive scrap, quality defects,

warranty claims in excess of our warranty provision or result in a significant or a large number of warranty or other claims in any
iven year.

\g/’\le m’r(ufacbre most of our products in our facilies. In connection with new products, we may sometimes need to develop new

manufacturing processes and techniques that may lead to an increase in excess scrap conpared to our more mature processes, as well as

an increase in quality defects. We provide warranties for most of these products and while we test our products in our manufaciuring faciliies

through a variety of means, there can be no assurance that our tesing will reveal all quality defects in our products, which may not become

apparent until afier the products have been sold into the market. Accordingly, there is a risk that we may incur increased expenses due fo

excess scrap and significant warranty claims that will resultin additional cost of revenue if our warranty provisions are not suficient to cover

the actual cost of resolving issues related o defects in our products. If these additional expenses are significant, they could adversely affect

our business, financial condiion, and results of operations.

Parts of our inventory may become excess or obsolete, which would increase our cost of revenues.

Inventory of raw materials, parts, components, work in-process, or finished products may accumulate, and we may encounter losses

due to a variety of factors, including technological change in the water desalination process; changes in the wastewater and refrigerafion

markets that resultin product redesign; long delaysin (ifnent of our products or order cancellatons, and/or changes related to

improvements in existing product design; our need to order raw materials that have long-lead imes; our inability 1o estimate exact amounts

and types of items needed, especially with regard to the configuration of our high-efiiciency punps; and cost reduction inifiatives resulting in

component changes within the products.

In addition, we may, from ime-to-time, purchase more inventory than is immediately required in order to shorten our delivery fme in

case of an anficipated increase in demand for our products. If we are unable to forecast demand for our products with a reasonable degree

of certainty and our actual orders from our customers are lower than these forecasts, we may accumulate excess inventory thatwe may be

required fo write off, and our business, financial condition, and results of operations could be adversely affected.
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We may not generate positive returns on our research and development and our corporate growth strateg%1

Developing our products is expensive and the investmentin product development may involve a long payback cycle. While we

believe one of our greatest strengths lies in our innovation and our product development efforts, successfully commercializing such efforts
and generating a return can be dificult e expect that our results of operations may be impacted by the fiming and size of these
investments. In addition, these investments magl take several ?/ears to generate positve returns, if ever.

Our corporate growth strategy provides a roadmap for overall growth of our Company, including certain product introduction fimelines,
market opportunities and operating cost measures. While we believe that this roadma pref)ares us for the future growth and longevity of our
Company, we cannot be assured that all aspects in our oor;r)orate growth strategy will resultin a favorable impact  Accordingly, actual
implementation of our corporate growth strateg)/ may vary fromthe original roadmap, and the variations may be material. In light of the
foregoing, our corporate growth strategy, and/or subsequent changes to our corporate growth strategy, could have an adverse eflect on our
business, financial condition, or results of operations.

Business interruptions may damage our facilities or those of our sugpliers.

QOur operations and those of our suppliers may be vulnerable o interruption by fre, earthquake, food, and other natural disasters, as

well as power loss, telecommunications failure, and other events beyond our control. Our headquarters in California is located near major
earthquake faults and has experienced earthquakes in the past Ifa natural disaster ocours, our ability t conduct our operations could be
seriously impaired, which could harm our business, financial condition, results of operations, and cash flows. We cannot be sure that the
insurance we maintain against general business interruptions will be adequate to cover all of our losses.

We are, from time to time, involved in legal proceedings and may be subject to additional future legal proceedings that may result
in material adverse outcomes.

In addition to the IP liigation risks discussed below, we may become involved in the future in various conmercial and other disputes

as well as related claims and legal proceedings that arise from time to time in the course of our business. See Note 7, “Commitments and
Contingencies — Litigation,” of the Notes for information about certain legal proceedings in which we are involved. Our currentlegal
prooeedings and any future lawsuits o which we may become a party are, and will likely be, expensive and fime consuming to investigate,
defend and resolve, and will divert our managements atiention. Any liigation to which we are a party may resultin an onerous or
unfavorable judgment that may not be reversed Lg)]on aﬂaeal or in payments of substantial monetary damages or fines, or we may decide to
setfle I?wsuits on similarly unfavorable terms, which could have an adverse effect on our business, financial condition, or results of
operations.

Our actual operating results ma¥ differ significantly from our guidance.

We release guidance in our quarterly earnings conference calls, quarterly earnings releases, or otherwise, regarding our future
performance that represents our managements estimates as of the date of release. This guidance, which includes forward-looking
statements, will be based on projections prepared by our manafgement These projections will not be prepared with a view toward
compliance with published guidelines of the American Institute of Certified Public Accountants, and neither our registered public accountant
nor any other independent expert or outside party compiles or examines the projections. Accordingly, no such person will express any
opinion or any other form of assurance with respect o the projections.

Projections are based upon a nurrber of assumptions and estimates that, while presented with numerical spegificity, are inherently

subject o significant business, economic and competiive uncertainties and contingencies, many of which are beyond our control and are
based upon specific assumptions with respect o future business decisions, some of which will change. We will continue to state possible
outcomes as high and low ranges which are intended to provide a sensitivity analysis as variables are changed. The high and low ranges are
notintended to imply that actual results could not fall outside of the suggested ranges. The principal reason that we release guidance is o
provide a basis for our management o discuss our business outiook with analysts and investors. e do not accept any responsibility for any
projections or reports published by any such third partes.

Guidance is necessarily speculafive in nature, and it can be expected that some or all of the assumptions underlying the guidance

furnished by us will not materialize or will vary significanty fromactual results. Accordingly, our guidance is only an estimate of what
management believes is realizable as of the date of release. Actual resuls may vary fromour guidance and the variaions may be material.
In light of the foregoing, investors are urged not fo rely upon our guidance in making an investment decision regarding our common stock.
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Any failure to successfully implement our operating strategy or the occurrence of any of the events or circumstances set forth in this

“Risk Factors” section in this Annual Report on Form 10-K could resultin the actual operating results being different from our guidance and
the diflerences may be adverse and material.

In preparing our financial statements we make certain assumptions, Ijudgments and estimates that affect amounts reported in our
consolidated financial statements, which, if not accurate, may signiticantly impact our financial results.

e make assumptions, judgments and estimates for a number of itens, including the fair value of financial instruments, goodwill, and

long-lived assets, the realizability of deferred tax assets, the recognition of revenue and the fair value of stock awards. We also make
assumptions, judgments and estimates in determining the accruals for employee-related liabilities, including commissions and variable
compensation, and in determining the accruals for uncertain tax positions, valuation allowances on deferred tax assets, allowances for

doubtful accounts, and legal coningencies, ifany. These assumptions, judgments and estimates are drawn from historical experience and
various other factors that we believe are reasonable under the circumstances as of the date of the consolidated financial statements. Actual

results could differ materially from our estimates, and such diffierences could significanty impact our financial results.

Our global operations expose us to risks and challenges associated with conducting business internationaléy, and our results of
operations may be adversely affected by our efforts to comply with the laws of other countries, as well as U.S. laws which apply to
international operations, such as the U.S. Foreign Corrupt Practices Act (“FCPA (? and U.S. export control laws.

\\e operate on a global basis with offices or acivities in North, South and Latin America, Middle Eastand Africa, Asia, and Europe. In

the future, we may further expand the international reach of our operations, including new ofiices and manufacturing faciliies. As a result, we

are exposed fo several political, econorric and other uncertainties, including increased risks of social unrest, strikes, terrorism, war, the high

cost of investment o establish a presence in a new market, changes in economic, political or other location conditions. In addion, we face

risks inherentin compliance with international and U.S. laws and regulations that apply o our international operations. These laws and
regulations include tax laws, anti-compefition regulations, import and frade restricions, export control laws, and laws which prohibit corrupt
payments to governmental oficials or certain payments or remunerations to customers, including the U.S. FCPA or other anti-corruption laws

that have recently been the subject of a substantial increase in global enforcement. Many of our products are subject to U.S. exportlaw
restrictions that limit the destinations and types of customers to which our products may be sold, or require an export license in connection

with sales outside the U.S. Given the high level of complexity of these laws, there is a risk that some provisions may be inadvertenty or
intentonally breached, for example, through fraudulent or negligent behavior of individual employees, our failure to comply with certain formal
documentation requirements, or otherwise. Also, we may be held liable for actions taken by our local dealers and partners. Violations of

these laws and regulations could resultin fines, criminal sancions against us, our officers or our enployees, and prohibitions or conditions on

the conduct of our business. Any such violations could include prohibitions or conditions on our ability o offer our products in one or more
countries and could materially damage our reputation, our brand, our business, and our operafing results. In addition, we operate in many

parts of the world that have experienced significant governmental corruption to some degree and, in certain circunstances, strict compliance

with anti-bribery laws may conflict with local custorms and practices. e may be subject to competitive disadvantages to the extent that our
conpetitors are able o secure business, licenses, or other preferential treatment by making anments to government officials and others in
positons of influence or trough other methods that relevant law and regulations prohibit us fromusing. Qur success depends, in part, on

our ability to anticipate these risks and manage these dificulies. These factors or any combination of these factors may adversely affect our
revenue or our overall financial performance.

Our failure to maintain appropriate sustainability practices and disclosures could result in reputational harm, a loss of customer
and investor confidence, and adverse business and financial results.

Governments, investors, customers, and enployees are enhancinP their focus on sustainability (Fraciioes and disclosures, and

expectations in this area are rapidly evolving and increasing. While we monitor the various an evolvingi standards and associated reporting
requirements, failure fo adequately maintain appropriate sustainability praciices that meet diverse stakeholder expectations may resultin the

loss of business, reduced market valuation, an inability to atiract customers, and an inability to atiract and reain top talent
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We must comply with a variety of existing and future laws and regulations, such as sustainability initiatives, that could impose
substantial costs on us and may adversely affect our business.

Increasingly regulators, customers, investors, employees and other stakeholders are focusing on sustainability matiers. Concern over

climate change can resultin new or additonal legal or regulatory requirements designed to reduce greenhouse gas emissions and/or mitigate
the eflects of climate change on the environment, such as taxation of, or caps on the use of, carbon-based energy. While we have certain
sustainability iniiatives, there can be no assurance that regulators, custorrers, investors, and employees will determine that these programs

are sufficiently robust There can be no assurance that we will be able to atiain any announced goals related to our sustainability program,

as statements regarding our sustainability goals reflect our current plans and aspirations and are not guarantees that we will be able to

achieve themwithin the timelines we announce or atall. Actual or perceived shortcomings with respect to our sustainability inifatves and
reporting can impact our ability to hire and retain employees, increase our customer base, or atiract and retain certain types ofinvestors. Any
such new or additional legal or regulatory requirements may increase the costs associated with, or disrupt sourcing, manufacturing and
distribution of, our products which may adversely affect our business and financial statements.



Inadditon, parties are increasingly focused on specific disclosures and frameworks related to sustainability matiers. Collecting,
measuring, and reporting sustainability information and metrics can be costly, dificult and fime consuming, is subject to evolving reporting
standards, and can present numerous operational, reputaional, financial, I(é?al and other risks, any of which could have a material impact,
including on our reputation and stock price. Inadequate processes to collect and review this information prior to disclosure could be subject
to potental liability related to such information.

We may seek to expand through acquisitions of and investments in other businesses, technologies, and assets. These acquisition
activities may be unsuccessful or divert management’s attention.

We may consider strategic and complementary acquisiions of and investments in other businesses, technologies, and assets, and

such acquisiions or investments are subject to risks that could affect our business, including risks related to:

sthe necessity of coordinating geographically disparate organizations;

simplementing common systems and controls;

*integrating personnel with diverse business and cultural backgrounds;

*infegrating acquired research and manufacturing facilites, technology and products;

scombining different corporate culiures and legal systems;

sunanticipated expenses related to integration, including technical and operational integration;

*increased costs and unanticipated liabilities, including with respect to registration, environmental, health and safety matters, that

may affect sales and operating results;

srefaining key employees;

*obtaining required government and third-party approvals;

*legal limitations in new jurisdictions;

«installing eflective internal controls and audit procedures;

sissuing common stock that could dilute the interests of our existing stockholders;

sspending cash and incurring debt

+assuming contingent liabilites; and

screating addional expenses.

We may not be able to identify opportunities or complete transactions on commercially reasonable terms, or atall, or actually realize

any anticipated benefits from such acquisitions or investments. Similarly, we may not be able to obtain financing for acquisitons or
investments on attractive terms. Ifwe do complete acquisitions, we cannot ensure that they will ulimately strengthen our competitive or
financial position or that they will not be viewed negatively by customers, financial markets, investors, or the media. In addition, the success
of anyﬁaoquisiﬁons or investments also will depend, in part, on our ability to integrate the acquisition or investment with our existing
operatons.
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The integration of businesses that we may acquire is likely o be a complex, ime-consuning, and expensive process and we may not
realize the anticipated revenues or other benefits associated with our acquisitions if we fail to successfully manage and operate the acquired
business. Ifwe fail in any acquisiton integration effors and are unable to eficienty operate as a combined organization uflizing common
information and communication systens, operating procedures, financial controls, and human resources pracfces, our business, financial
condition, and results of operations may be adversely affected.

In connection with certain acquisiions, we may agree to issue common stock or assume equity awards that dilute the ownership of

our current stockholders, use a substantial portion of our cash resources, assume liabilities, record goodwill and amortzable intangible assets
that will be subject to impairment tesfing on a regular basis and potential periodic impairment charges, incur amortization expenses related to
certain intangible assefs, and incur large and immediate write-offs and restructuring and other related expenses, all of which could harmour
financial condition and results of operations.

Our success depends, in part, on key personnel whose continued service is not guaranteed.

Qur success depends, in part, on the continued availability and service of keé personnel, indudin% executive officers and other highly
qualiied employees, particularly when we undergo a Ieadershig transition. Compefition for these key personnel is intense. \We cannot
assure thatwe wil refain our key personnel or thatwe will be able to recruitand retain other highly qualified employees in the future. Losing
any key ﬁersonnel could, atleast emporarily, have a material adverse efiect on our business, fnancial position and results of operations.
Risks Related to Economic Conditions and Geopolitical Conflicts

Uncertainty in the global geopolitical landscape and macro-economic environment may impact our operations outside the U.S.,
including in the Middle East where many of our water megaprojects are planned.

Ve conduct our business on a global basis. Our products are sold in numerous countries worldwide, with a large percentage of our

sales generated outside the U.S., specifically in the Middle East and Africa, and Asian markets which E)rovide a significant portion of our fotal
revenue. Therefore, we are exposed fo, and impacted by, global macroeconomic factors, U.S. and foreign government policies, and foreign
exchange fucluations. There is uncertainty surrounding macroeconomic factors in the U.S. and globally characterized by the supply chain
environment, inflaionary pressure, rising interest rates, and labor shori%ges. These ElObal macroeconomic factors, coupled with the U.S.
political climate, JJoliﬁcal unrestinternationally, and confiicts in Europe and the Middle East, have created global economic and political
uncertainty, ana have impacted demand for certain of our products. While the impact and longevity of these factors remain uncertain, we are
constantly evaluating the extent to which these factors will impact our business, financial conditon, or results of operations. Over te long-
term, demand for our energy recovery devices could correlate to global macroeconomic and geopoliical factors. Any disruption to the
eoog_cgm’c factors and regulations in these regions, which remain uncertain, may adversely affect our results of operafions and financial
condiion.

In addition, there is uncertainty as to the position the U.S. will take with respect to world affairs. This uncertainty may include such



issues as the U.S. support for existing treaty and trade relationships with other countries, including, nofably, China, Mexico and Canada. This
uncertainty, together with other recentkey global events, such as currency control regulations and tariff regimes, ongoing terrorist activity,

and hostiities in the Middle East, may adversely impact (i) the ability or wilingness of non-U.S. companies to transact business with U.S.
companies, including with us; (ii) our ability to ransact business in other countries, including the Middle East, where many of the water
megaprojects are planned; (iii) regulation and trade agreements affecting U.S. companies; (iv) global stock merkets (including The NASDAQ
Global Select Market Composite on which our common shares are fraded); and (v) general global economic conditions. Furthermore, the
conflicts in Europe and the Middle East have resulted in worldwide geopoliical and macroeconomic uncertainty, and we cannot predict how
these conflicts will evolve or their iming. If these conflicts continue for a significant ime or further expand to other countries or regions, they
could have additional adverse eflects on macroeconomic conditions that may have a direct adverse impact on our business and/or our supply
chain, business pariners or customers in the broader region. All of these factors are outside of our control, but may nonetheless cause us to
adjust our strategy in order to conpete efleciively in global markets.
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Risks Related to Information Technology

We may have risks associated with security of our information technology systems.

We make significant efforts to maintain the security and integrity of our information technology systems and data. Despite significant

efforts to create security barriers to such systens, itis virtually impossible for us to enirely miigate this risk. We have implemented

additional enhanced security features and monitoring procedures and continue to closely monitor our cybersecurity risks. There is a risk of
industrial espionage, cyberattacks, such as LOG4J, misuse or theft of information or assets, or damage to assefs by people who may gain
unauthorized access to our facilities, systems, or information. Such cybersecurity breaches, misuse, or other disruptions could lead to the
disclosure of confidential information, improper usage and distribution of our IP, thef, manipulation and destruction of private and proprietary
data, and producton downtimes. Although we acfively employ measures to prevent unauthorized access to our information systens,
preventing unauthorized use or infringement of our rights is inherently dificult These events could adversely affect our financial results and
any legal action in connection with any such cybersecurity breach could be costly and time-consuming and may divert managements
atiention and adversely affect the markets perception of us and our products. In addition, we must frequently expand our internal information
system to meetincreasing demand in storage, computing and communication, which may resultin increased costs. Our internal information
systemis expensive to expand and must be highly secure due to the sensitive nature of our customers’ information that we ransmit. Building
and managing the support necessary for our growth places significant demands on our management and resources. These demands may
divert these resources fromte continued growth of our business and implementation of our business strategy.

Our actual or perceived failure to adequately protect personal data could adversely affect our business, financial condition and
results of operations.

Awide variely of provincial, state, nafional, foreign, and international laws and regulations apply to the collection, use, retention,

protection, disclosure, transfer, and other processing of personal data. These privacy and data protection-related laws and regulations are
evolving, with new or modified laws and regulations proposed and implemented frequently and existing laws and regulations subject to new
or different interpretations. Further, our legal and regulatory obligafions in foreign jurisdicions are subject to unexpected changes, including
the potential for regulatory or other governmental entlies to enact new or additional laws or regulations, to issue rulings that invalidate prior
laws or regulations, or o increase penalties significanty. Conpliance with these laws and regulations can be costly and can delay or impede
the development and offering of new products and services.

For exanple, the General Data Protecion Regulation, which became eflective in May 2018, imposes more stringent data protection
requirements, and provides for significanty greater tﬁenallies for nonconpliance, than the European Union laws that previously applied.
Additionally, California recently enacted legislation, he California Privacy Rights Act (“CPRA”), which amends the California Consumer
Privacy Act The CPRA took eflect on January 1, 2023, and enforcement began on July 1, 2023. We may be subject to additonal
obli?almns relaing to personal data by contract thatindustry standards apply o our practices. Our aciual or perceived failure to comply with
applicable laws and regulations or other obligations to which we may be subject relating to personal data, or to protect personal data from
unauthorized access, use, or other %ooessing, could resultin enforcement actions and regulatory investigations against us, daims for
damages by custormers and other affected individuals, fines, damage to our reputation, and loss of goodwill, any of which could have a
material adverse eflect on our operations, financial performance, and business. Further, evolving and changing definitons of personal data
and information, including the classification of internet protocol addresses, machine identification information, location data, and other
information, may limit or inhibit our ability to operate or expand our business, including limiing business relationships and partnerships that
may involve the sharing or uses of data, and may require significant costs, resources, and efforts in order to comply.
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Risks Related to Intellectual Property

If we are unable to protect our technology or enforce our intellectual property rights, our competitive position could be harmed, and
we could be required to incur significant expenses to enforce our rights.

Our competitive position depends on our ability o establish and maintain proprietary rights in our technology and to protect our

technology from copying by others. e rely on trade secret, patent, copyright, and trademark laws, as well as confidentiality agreements with
enploiqees and third partes, all of which may offer only limited protection. We hold a number of U.S. and counterf)art international patents,
and when their terms expire, we could become more vulnerable to increased competiion. The protection of our IP in some countries may be
limited. While we have expanded our portiolio of patent applications, we do not know whether any of our pending patent applications will
resultin the issuance of patents or whether the examination process will require us to narrow our claims, and even if patents are issued, they
may be contested, circumvented, or invalidated. Moreover, while we believe our issued patents and patent pending applications are
essential to the protection of our technology, the rights granted under any of our issued patents or Ipatenls that may be issued in the future
may not provide us with proprietary protection or competiive advantages, and as with any technology, competitors may be able to develop
similar or superior technologies now or in the future. In addition, our granted patents may not prevent misappropriation of our technology,
particularly in foreign countries where IP laws may not protect our proprietary rights as fully as those in the U.S. This may render our pafents
impaired or useless and ulfimately exgose us o currently unanticipated compeition. Protecting against the unauthorized use of our products,
trademarks, and other proprietary rights is expensive, dificult, and in some cases, impossible. Lin%a fon nar be necessary in the fuure to
enforce or defend our IP rights or to determine the validity and scope of the proprietary rights of others. IP liigation could resultin substantal
costs and diversion of management resources, either of which could harmour business.

Claims by others that we infringe their proprietary rights could harm our business.

Third parties could claim that our technology infringes their IP rights. In addition, we or our customers may be contacted by third

parties suggesting that we obtain a license to certain of their IP rights that they may believe we are infringing. We expect that infringement
dlaims against us may increase as the number of products and compefitors in our merketincreases and overlaps occur. In additon, to the
extent hatwe gain greater visibility, we believe thatwe will face a higher risk of being the subject of IP infringement dlaims. Any claim of
infringement by a third party, even those without merit, could cause us o incur substantial cosfs defending against the claim and could

distract management fromour business. Furthermore, a party making such a claim, if successful, could secure a judgment that requires us

to pay substantial damages. A judgmentagainst us could also include an injunction or other court order that could prevent us from offering
our products. In addition, we might be required to seek a license for the use of such IP, which may not be available on commercially
reasonable terms, or atall. Alernatively, we ranbe required fo develop non-infringing technology, which could require significant effort and
expense and may ulimately notbe successful. Any of these events could seriously harmour business. Third parties may also assert
infringement dlaims against our customers. Because we generally indermify our customers if our products infringe the proprietary rights of
third parties, any such claims would require us to initiate or defend protracted and costly liigation on their behalf in one or more jurisdictions,
regardless of the merits of these claims. Ifany of these claims succeed, we may be forced  pay damages on behalf of our customers.
Risks Related to Tax and Governmental Regulations

The enactment of legislation implementing changes in taxation of international business activities, the adoption of other corporate
tax reform policies, or changes in tax legislation or policies could materially impact our financial position and results of operations.
Our future effecive tax rates could be subjectto volaﬁliff or adversely affected by changes in tax laws, regulations, accounting

principles, or interpretations thereof. For example, on July 4, 2025, the One Big Beautiul Bill Act (“OBBB”) was enacted, which, among other
things, allows domesfic research and development expenditures to be expensed for tax years beginning on or after January 1, 2025, with
retroacive elections for such expenditures paid or incurred in the wo prior years, the restoration of 100% bonus depreciation for certain
qualified property, modifications to internafional tax provisions, including provisions addressing the global intangible low-taxed incorme,
foreign-derived |nwn?ible income, base erosion ant-abuse tax and controlled foreign corporation rules, and permanently extends certain
expiring provisions of the Tax Act described below.



Table of Conterts
As another exarmple, the U.S. Tax Cuts and Jobs Act (“Tax Act’) enacted in 2017, made significant changes to the taxation of
U.S. business entiies including a reduction o the federal corporate income tax rate, the current taxation of certain foreign earnings, the
imposition of base-erosion prevention measures which may limit the deduction of certain ransfer pricing payments, foreign derived intangible
income deductions, and possible limitaions on the deductbility of net interest expense or corporate debt obligations. The U.S. Department of
the Treasury may continue to issue regulations that affect various components of the OBBB and the Tax Act Our future eflective tax rate
gay Rgt impacted by changes in interpretation of the regulations, as well as additional legislation and guidance regarding the OBBB and the
ax
In addifion, many countries are beginning to implement legislaion and other guidance to align ther international tax rules with the
Organisation for Economic Co-operation’s Base Erosion and Profit Shifing recommendations and action plan that aim to standardize and
modernize global corporate tax policy, including changes to cross-border tax, ransfer-pricing documentation rules, and nexus-based tax
incentive praciices. As a resultof the heightened scrutiny of corporate taxation policies, prior dedisions by tax authorities regarding
treatments and positions of corporate income taxes could be subject to enforcement acliviies, and legislative investigation and inquiry, which
could also resultin changbes in tax policies or prior tax rulings. Any such changes in policies or rulings may also resultin the taxes we
reviously paid being subject o change.
ue o the scale of our international business aclivities any substantial changes in international corporate tax policies, enforcement
aclivites or legislative initiaives may materially and adversely affect our business, the amount of taxes we are required to pay and our
financial condiion and results of operations generally.
Changes in tax laws or regulations that are applied adversely to us or our customers may have a material adverse effect on our
business, cash flow, financial condition or results of operations.
New income, sales, use or other tax laws, statutes, rules, regulations or ordinances could be enacted at any fime, which could
adversely affect our business operations and financial performance. Further, existing tax laws, statutes, rules, regulations or ordinances
could be interpreted, changed, modified or applied adversely o us. For exanple, the OBBB, the Tax Act, the Coronavirus Aid, Relief, and
Economic Security Act, and the Inflation Reduction Act, enacted many significant changes to the U.S. tax laws. Future guidance fromthe
U.S. Internal Revenue Service (the “IRS”) and other tax authorities with respect to such legislation may affect us, and certain aspects thereof
could be repealed or modified in future legistation. The incumbent administration and Congress periodically make and propose tax law
changes, some of which could have an adverse effect on our operations, cash flows, and results of operations, and confribute to overall
market volatiity. In addition, itis uncertain if and to what extent various states will conformto federal tax legislation. Charéges in oorPorate
tax rates, the realization of net deferred tax assefs relaing to our operations, the taxation of foreign earnings, and the deductibility o
expenses under future reform legislation could have a material impact on the value of our deferred tax assets, could resultin significant one-
time charges, and could increase our future U.S. tax expense.
The U.S. Congress and Incumbent Administration may make substantial changes to fiscal, requlation and other federal policies that
may adversely affect our business, financial condition, operating results and cash flows.
Changes in general economic conditions in the U.S. or other regions could adversely affect our business. There have been, and
there may be, significant changes in, and uncertainty with respect to, legislation, regulation and government policy. While itis not possible to
redict whether and when any such changes will occur, changes at the local, state or federal level could impact our business. Specific
egislaive and regulatory proposals that could have a material impact on us include, butare not limited to, modifications to international rade
%icy; public company reporting requirements; and environmental regulation.
cannot predict what actions may ulfimately be taken with respect to tariffs or trade relations between the U.S. and other countries,
what products may be subject to such actions, or what actions may be taken by the other countries in refaliation. There is currenty
uncertainty about the future relationship between the U.S. and various other countries with respect fo trade pracfices. The incumbent
administration has proposed the implementation of a number of tariffs on products produced from countries, which could, if enacted into law,
increase the cost of certain raw materials and components we importinto the U.S.  In addition, certain countries have enacted refaliatory
tariffs, which could significantly increase the cost of our products shipped into those countries.
Accordingly, itis dificult to predict how such acions may impact our business Of)erations, such as our supply chain fromour vendors
and sales o our customers on which we are substantially dependent, that are located in various countries at risk for escalating trade disputes
and refaliatory tarifls. Any resuling rade wars could have a significant adverse eflect on world rade and could adversely impact our
revenues, gross margins and business operations.
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#nanticipated changes in our tax provisions or exposure to additional income tax liabilities could affect our profitability and cash
ows.

We are sub'tactto income and other taxes in the U.S. and numerous foreign jurisdicions. Significant judgments and esfimates are

required to be made in determining our worldwide provision for income taxes. Changes in esimates of projected future operating results,



changes in tax laws, loss of deductbility of items, changes in the source of income, amountand locaion of R&D sfgending, limitations on our
ability to ufilize tax net operating losses in the future or changes in assumptions regarding our ability to generate future taxable income could
resultin si%niﬁcant increases to our tax expense and liabiliies that could adversely affect our financial condition and profiability. In addition,
we are subject to ongoing tax audits in various jurisdictions. In connection with these audits (or future audits), tax authorites may disagree
with our esimates or other matters and assess additional taxes. As a result, changes in tax laws or tax rates, and the ability o ufllize our
deferred tax assets could materially affect our tax provision, netincome and cash flows in future periods.
Changes in U.S. policy, including the imposition of or increases in tariffs, changes to existing trade agreements and any resulting
changes in international trade relations, such as reciprocal tariffs or trade wars may have a material adverse impact on impact on
our business, results of operations, or financial condition.
Throughout 2025, the U.S. has increased, expanded, or imposed new tariffs on goods imported fom various countries. Several
countries have increased or imposed additonal tariffs in response to U.S. tariffs. The tariff environment has been dynamic in 2025, with
changes occurring on an onsqomg basis, and itis possible that additional developments will occur in the future, including as a result of
negotiations between the U.S. and trade pariners and legal challenges to the fariffs.
These recent tariffs and the subsequent refaliatory tariffs could increase the cost of é;oods for our products or reduce our ability o sell

roducts globally, particularly for our Wastewater business in China, which may adversely affect our operating resulfs and financial condition.
n addition, there is no guarantee that we can avoid any impact of tariff and related economic eflects in the future, and these trade measures
and refaliaions may directly impact our business by increasing frade-related costs or affecting the demand for our products globally.
Any further unfavorable government policies on international rade, such as capital controls or tariffs, may affect the demand for our
products and services, impact the competitive position of our products or prevent us fromselling producs in certain countries. Ifany new
tariffs, legislation and/or regulations are implemented, or if existing rade agreements are renegotiated, such changes could have an adverse
effect on our business, finandial condition and results of operations.
Risks Related to our Internal Controls
Changes in the U.S. generally accepted accounting principles could adversely affect our financial results and may require
significant changes to our internal accounting systems and processes.

prepare our consolidated financial statements in conformity with U.S. generally accepted accounting principles (“GAAP”). These

principles are subject o interpretation by the Financial Accounting Standards Board (“FASB”), the SEC and various bodies formed to interpret
and create appropriate accounting principles and guidance. The FASB periodically issues new acoounting standards on a variety of topics.
These and other such standards generally resultin diflerent accounting principles, which may significantly Impact our reported results or
could resultin variability of our financial results.
We are required to evaluate the effectiveness of our internal control over financial reporting and publicly disclose material
weaknesses in our controls. Any adverse results from such evaluation may adversely affect investor perception, and our stock
price.
Section 404 of the Sarbanes-Oxley Act of 2002 requires our management o assess the effectiveness of our internal controls over
financial reporting and to disclose in our fiing if such controls were unable to provide assurance that a material error would be prevented or
detected in a fimely manner. e have an ongoing program to review the design of our internal confrols framework in keeping with changes
in business needs, implement necessary changes t our controls design and test the systemand process controls necessary t comply with
these requirements. Ifin the future, our internal controls over financial relporﬁng are defermined to be not effective resuling in a material
weakness or significant deﬁciencK, investor perceptions regarding the reliability of our financial statements may be adversely aflected which
could cause a decline in the market price of our stock and otherwise negatively affect our liquidity and financial condition.
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Risks Related to our Common Stock

Insiders and principal stockholders will likely have significant influence over matters requiring stockholder approval.

Qur directors, executive officers, and other principal stockholders beneficially own, in the aggregate, a substantial amount of our

outstanding common stock. These stockholders could likely have significant influence over all matters requiring stockholder approval,
including the election of directors and approval of significant corporate fransactions such as a merger or other sale of our company, or our
company’s assets.

The market price of our common stock may continue to be volatile.

The market price of our common stock has been, and is likely to coninue to be, volatie and subject o fluctuations. Changes in the

stock market generally, as it concerns our industry, as well as geopoliical, economic, and business factors unrelated fo us, may also affect
our stock price. Significant declines in the market price of our common stock or failure of the market price to increase could harm our ability

to recruitand refain key employees, reduce our access to debt or equity capital, and otherwise harm our business or financial condition. In
addition, we may not be able to use our common stock effectively as consideration in connection with any future acquisitions.

We cannot guarantee that our share repurchase programs will enhance long-term shareholder value, and share repurchases could
increase the volatility of the price of our common stock.

From fime-to-time, our Board of Directors (the “Board”) have authorized a share repurchase program, in which our managementis
authorized to repurchase up fo an aggregate of outstanding shares of our common stock through a combination of open market repurchases,
privatedly negoftated transactons, 10b3-1 trading plans, accelerated stock repurchase transactions, and/or other fransactions, in accordance
with federal securiies laws. For exanmple, the Board authorized two share repurchase programs in fiscal year 2025 to repurchase up o
30.0 million and 25.0 million aggregate value of the Company’s common stock, respectively. Such programs may be suspended or
discontinued at any fime, at the discrefion of management The timing of repurchases IE)ursuant to our share repurchase program(s), if any,
could affect our stock price and increase ifs volatility. e cannot guarantee that we will repurchase any additional shares under these
program(s), and there can be no assurance that any share repurchases will enhance shareholder value because the stock price of our
common stock may decline below the levels at which we effected repurchases.



Anti-takeover provisions in our charter documents and under Delaware law could discourage, delay, or prevent a change in control
of our company and madv affect the trading price of our common stock.

Provisions in our amended and restated cerfficate of incorporation and bylaws may have the effect of delaying or prevenﬁrég a

ohané;e of control or changes in our management. Our amended and restated cerfficate of incorporation and amended and restated bylaws
include provisions that

-?oLﬁgorize the Board o issue, without further action by the stockholders, up to 10,000,000 shares of undesignated preferred

SIOCK;

-requirtle; that any action to be taken by our stockholders be effected ata duly called annual or special meefing and not by writen

consen

. 'Fecify that special meetings of our stockholders can be called only by the Board, the chairman of the board, the chief executive

ofiicer, or the president

sestablish an advance notice procedure for stockholder approvals to be brought before an annual meeting of our stockholders,

including proposed nominations of persons for election to the Board;

sprovide that our directors may be removed only for cause;

sprovide that vacancies on the Board may be filed only by a majority vote of directors then in office, even though less than a

quorum;

sspecify that no stockholder is permitted to cumulate votes at any election of directors; and

srequire a super-majority of votes to amend certain of the above-mentioned provisions.

In addition, we are subject to the provisions of Section 203 of the Delaware General Corporation Law regulaiing corporate takeovers.
Section 203 generally prohibits us from engaging in a business combination with an interested stockholder subject to certain exceptions.
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Our business could be negatively affected as a result of actions of activist shareholders, and such activism could impact the
trading value of our securities.

In recentyears, shareholder activists have become involved in numerous public companies. Shareholder actvists frequently propose

to involve themselves in the governance, strategic direction and operations of the company. Such proposals may disrupt our business and
divert the atiention of the Board, management and enployees, and any perceived uncertainties as to our future direction resuliing from such
a situation could resultin the loss of potential business opportunites, inferfere with our abilia/ to execute our strategic plan, be exploited by
our compettors, cause conoern to our current or Eeotenhal customers, and make it more dificult o atract and retain qualifed personnel and
business partners, all of which could adversely affect our business. A proxy contest for the election of directors at our annual meeting could
also require us 1o incur significant legal fees and proxy solicitaion expenses. In addition, actions of acfivist shareholders may cause
significant fluctuations in our stock price based on temporary or speculaive market perceptions or other factors that do not necessarily reflect
the underlying fundamentals and prospects of our business.

Our shareholders may experience future dilution as a result of future equity offerings.

In the future, we may offer additional shares of our common stock or other securities convertble into, or exchangeable for, our

common stock in order to raise additional capital. Ve cannotassure our shareholders that we will be able to sell shares or other securities in
any other offering ata price per share thatis equal to or greater than the price per share our shareholders paid for our shares. Investors
purchasing shares or other securities in the future could have rights, preferences or privileges senior o those of our shareholders and our
shareholders may experience dilution. Our shareholders may incur additonal dilution upon the exercise of any outstanding stock options or
warr%ms, the issuance of shares of restricted stock, the vesting of restricted stock units, or the issuance, vesting or exercise of other equity
awards.

Ltem 1B — Unresolved Staff Comments
one.

ltem 1C — Cybersecurity ,

Managing Material Risks & Integrated Overall Risk Management

W\e have strategically integrated cybersecurity risk managementinto our broader risk management framework to promote a conpany-
wide culture of cybersecurity risk management  This integration ensures that cybersecurity considerations are an integral part of our
decision-making processes atevery level. Our Risk Management Team (see “Managements Role Managing Risk” below for details
regarding the teammerbers and scope) works closely with our Information Technology ﬁ IT") team (our “IT feanT’) to coninuously evaluate
and address cybersecurity risks in alignment with our business objecfives and operational needs.

Engage Third-parties on Risk Management

Recognizing the complexity and evolving nature of cybersecurity threats, we engage with a range of external experts, including
cybersecurity consultants in evaluating and testing our risk management systems. These partnerships enable us to leverage specialized
knowledge and insights, ensuring our g{ybersewrity strategies and processes remain at the forefront ofindustry best practices. Our
collaboration with these third-partes includes regular audits, threat assessments, and consultation on security enhancements.
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Oversee Third-party Risk

Because we are aware of the risks associated with third-party service providers, we have implemented stringent processes to oversee

and manage these risks. e conduct thorough security assessments of all third-party providers before engagement and maintain ongoing

moniforing to ensure compliance with our cybersecurity standards. The monitoring includes an initial assessment by our VP, Information

Technology (our “Vice Presidentof IT”) and IT team, and on an ongoing basis of a few key high-risk third-party systems by our security

engineers. We also rely upon certain third-party system providers, including cloud and non-cloud programs provided by sofware developers

such as Microsoft Corporation, Workiva, Inc., and others, to review and noffy their customers of any data breach. This approach, both

internal and reliance on external review noffication, is designed to mitigate risks related to data breaches or other security incidents

originating from third-parties.

Risks from Cybersecurity Threats

While we have a cybersecurity program designed to protect and preserve the integrity of our information systems, we also maintain

cybersecurity insurance to manage potential liabiliies resulting from specific cyber-atiacks. However, its important o note that although we

maintain cybersecurity insurance, there can be no guarantee that our insurance ooverag5 lirrits wil fProtect againstany future daims or tat

such insurance proceeds will be paid o us in a fimely manner. As of December 31, 2025, no risks from cybersecurity threats, including as a

result of any previous cybersecurity incidents, have materially affected, or are reasonably likely to materially affect, us, including our business

strategy, results of operations, or financial conditon.

Governance

The Board is acutely aware of the critical nature of managing risks associated with cybersecurity threats. The Board has established

oversight mechanisms to ensure effective governance in managing risks associated with cybersecurity threats because we recognize the

significance of these threats to our operational integrity and stakeholder confidence.

Board of Directors Oversight

The Audit Commitiee of the Board (the *Audit Commitiee”) is central to the Board's oversi%ht of cybersecurity risks and bears the

primary responsibility for this domain. The Audit Commitiee is composed of independent board members with diverse expertise and

experience which allows them o oversee cybersecurity risks efiectively.

Management's Role Managing Risk

\\e have an internal nana(?errent team comprising of our Chief Financial Oficer (“CFQO"), Chief Legal Officer (“CLQO"), VP, Corporate

Controller, and Vice President of IT éthe “Risk Management Teant’), that plays a pivotal role in informing the Audit Commitiee on

%ybersecurity risks. The Vice Presidentof IT and IT team monitor cybersecurity risks and perform continual risk exercises and assessments.
he Risk Management Team meets quarterly to discuss current security breaches and threats, if any, and discuss new confrols and results of

the cybersecurity risk monitoring, exercises, and assessments. The Risk Management Team provides comprehensive briefings to the Audit

Commitiee on a regular basis, with a minimum frequency of once per year. These briefings encompass a broad range of topics, including:

+Current cybersecurity landscape and emerging threats;

+Status of ongoing cybersecurity inifiafives and strategies;

*Incident reports and learnings fromany cybersecurity events; and

+*Compliance with regulatory requirements and industry standards.

In addition t our scheduled meetings, the Audit Commitiee and the Risk Management Team maintain an ongoing dialogue regarding
emerging or potential cybersecurity risks. Together, the Board receives updates on any significant developments in the cybersecurity
domain, ensuring the Board's oversightis proactive and responsive. The Audit Commitiee actively paricipates in srategic decisions related
fo cybersecurity, ofering guidance and approval for mejor inifiaiives. This involvement ensures that cybersecurity considerations are
integrated info our broader strategic objectives.
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Risk Management Personnel

Qur Vice President of IT, who has a career of 30 years in IT, has in-depth working knowledge on IT systems and data security, and

his experience is instrumental in developing and executing our cybersecurity strategies. Our Vice President of IT along with the IT team,

oversees our governance prograns, tests our compliance with standards, remediates known risks, and leads our employee cybersecurity risk

training program. However, the primary responsibility for assessing, monitoring and managing our cybersecurity risks rests with the Risk

Management Team. The diverse background and experience of our Risk Manalgement Teammembers are instrumental in developing and

gxeputing our cybersecurity strategies and supplement the expertise of our Vice President of IT with their understanding of the needs of our
usiness.

Monitor Cﬁ/bersecuritiy Incidents

Qur Vice President of IT and the IT teamare continually informed about the latest developments in %bersewrity, including potental

threats and innovatve risk management techniques. This ongoing knowledge acquisition is crudial for the effective prevention, detection,

mitigation, and remediation of cybersecurity incidents. Our Vice Presidentof IT and the IT teamimplement and oversee processes for the

regular monitoring of our information systems. This includes the deg)loymant of advanced security measures and regular Sﬁ/siem audits to

identify potential vulnerabilies. In the eventof a cybersecurity incident, our Vice President of IT is equipped with a well-defined incident

resgonsse plan. This plan includes immediate actions to miigate the impact and long-term strategies for remediation and prevention of future

incidents.

Reporting to Board of Directors

Our Vice President of IT, in his capacity, regularly informs the other Risk Management Team merrbers of all aspecs related to

cybersecurity risks and incidents. This ensures that various levels of management are kept abreast of the cybersecurity posture and potental

risks to the company. Furthermore, significant cybersecurity matiers, and strategic risk management decisions are escalated to the Audit

Commitiee, ensuring that the Audit Commitiee has comprehensive oversight and can provide guidance on crifical cybersecurity issues.
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ltem 2 — Properties

The table below presents details for each of our principal properties. Each of these principal properties is located in the U.S.

Facility Location Status Approximate  Lease Segment Usage
Square Expiration

Footage
Headquarters, R&D and menufacturing San Leandro, Califomia  Lease 171,000 Dec- 228 Weter, Emerging Technology
Manufacturing and warehouse Tracy, Cdlifomia Lease %429  Ap-2030 Wter, Emerging Technology
Subleaset Kaly, Texas Lease 21,20 Dec- 2029 Water, Emerging Technology

'In March 2025, we entered into a sublease agreement for the Kaly, Texas property. See Note 7, Commitments and Confingendies -
Sublease of the Notes which is incorporated by reference into this liem 2 for a description of the sublease.

Additionally, we lease offices located in Dubai, United Arab Emirates; and Shanghai, Peoples Republic of China. We believe that these
faciliies will be adequate for our purposes for the foreseeable future. In the future, we may need to add new faciliies as we evolve our
busigess. We believe that suitable additional or substitute space will be available on commercially reasonable terms to meet our future
needs.

ltem 3 — Legal Proceedings

See Note 7, “Commitments and Contingencies — Litigation” of the Notes which is incorporated by reference into this ltem 3, for a
description of the lawsuits pending, ifany, againstus.

ltem 4 — Mine Safety Disclosures

Not applicable.
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PART Il
ltem 5 — Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer

Purchases of Equity Securities

Market Information

Our common stock is listed on the Nasdaq Stock Market— The NASDAQ Global Select Market Composite under the symbol “ERII.”
Stockholders

As of February 19, 2026, there were apgroxirmiely 14 stockholders of record of our common stock as reported by our transfer agent,

one of which is Cede & Co., a nominee for Depository Trust Company (“DTC”). All of the shares of common stock held by brokerage firms,
banks, and other financial institutions as nominees for beneficial owners are deposited into participant accounts at DTC and are therefore
considered to be held of record by Cede & Co., as one stockholder.

Dividend Policy

We have never declared or paid any dividends on our common stock, and we do not currenty intend to pay any dividends on our
common stock for the foreseeable future. Any future determination to pay dividends on our common stock will be, subject to applicable law,
atthe discretion of the Board, and will depend upon, among other factors, our results of operations, financial condition, capital requirements,



and contractual restricions in loan or other agreements. .

Securities Authorized for Issuance Under Equity Compensation Plans

Information regarding our equity compensation plans and the securities authorized for issuance thereunder is set forth herein under
Part |ll, Item 12, “Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters,” included in this
Annual R?porton Form10-K. o

Sales of Unregistered Securities

None.
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Share Repurchase Program

The Board has authorized various share repurchase programs since 2012. Since the initial authorization of the share repurchase

programs, we have spentan aggregate $166.1 million, including commissions, o repurchase 13,967,259 shares. As of Decerber 31, 2025,

there was one aciive authorized share repurchase plan.

2025 Authorizations

During the year ended December 31, 2025, we announced that the Board authorized several share repurchase programs under which

we may, atthe discrefion of management, repurchase up to $55.0 million in aggregate cost of our outstanding common stock (the “2025

Authorizations”). Under the 2025 Authorizations, purchases of shares of common stock were made in the open market, or in privately

negotated transactions, in compliance with applicable state and federal securifies laws. The fming and amounts of any purchases were

based on market conditions and other factors including price, regulatory requirements, and capital availability. The share buyback program

did not obligate us o acquire any specific number of shares in any period, and may have been expanded, extended, modified or discontinued

atany time without prior nofice.

'Il;gﬁodllowing table presents the share repurchase activity during the quarter ended December 31, 2025.
i

Total Number Average Price  Total Number of Maximum Number of
of Shares Paid per Shares Purchased  Shares or Approximate
Purchased Sharer) as Part of Publicly
Announced Dollar Valuew That May
Program
Yet to be Purchased
Under the Program
(Inmillions)
October 1—October 31, 2025 D224 $1558 D224 22
November 1—November 30, 2025 8200 $14.16 8,280 210
Decermber 1 —December 31, 2025 11082 $14.29 110,8%2 194

(0 Excluding commissions
@  Including commissions



Table of Corttertts

Stock Performance Graph

The following ’\?raph shows the cumulative total stockholder refurn of an investment of $100 on December 31, 2020 in (i) our common

stock, (ii) the NASDAQ Conrposite Index, (ii(i? and a peer group for the current fiscal year (“Peer Group(’?. Cumulative tofal return assumes
the reinvestment of dividends, although dividends have never been declared on our stock, and is based on the refurns of the component
companies weighted according to their capitalization as of the end of each annual period. For each reported year, the reported dates are the
last rading dates of our annual year.

The NASDAQ Cormposite Index tracks the aggregate tofal return performance of equity securities raded on the Nasdaq Stock Market

The Peer Group tracks the weighted average tofal refurn performance of equity securities of nine companies that management believes
Energy Recovery, Inc. is closely aligned during the years presented. As we evolve and grow into new industries, management expects to
expand or rebalance the companies within this peer grouCp. The companies within the Peer Group are: Evoqua Water Technologies Corp.
(through Ma 2023?\; Flowserve Corp; Frankiin Electric Co., Inc.; The Gorman-Rupp Conpany; Kurita Water Industries Lid.; Pentair pic; Primo
Water Corp (through November 2024); Xylem, Inc (beginning December 2023); and Veralto Corp (beginning October 2023). In 2025, Xylem,
Inc and Verlato Corp. were added o the peer group and Badger Meter, Inc and Iron, Inc were removed from the peer group to betier
coincide with our business. The return of each componentissuer of the Peer Group is weighted according o the respectve issuer’s stock
market capitalization at the beginning of each fiscal year. Our stock price performance shown in the graph below is notindicative of future

stock price performance.

The following graph and ifs related information is not “soliciing material,” is not deemed “fled” with the Securities and Exchange

Commission, and is not fo be incorporated by reference into ang fling of the Company under the Securities Act of 1933, as amended or the
Securities Exchange Act of 1934, as amended, whether made before or after the date hereof and irrespective of any general incorporation

language contained in such fiing.
COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN
Among Energy Recowery, Inc., The NASDAQ Composite Index,

and Peer Group
$200
$150 |
$100
$50 T T T T T
12/20 12/21 1222 12/23 12124 12/25
Energy Recovery, Inc.  {_} NASDAQ Composite Index =/~ Peer Group
As of December 31,
2020 2021 2022 2023 2024 2025
Energy Recovery, Inc. $100.00 $157.56 $150.22 $138.12 $107.77 $8.0
NASDAQ Commposite Index 100.00 1218 842 192 1%4.51 187.13

Peer Group 100.00 121.3% 11.85 12090 14825 164.80
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ltem 6 — [Reserved]
ltem 7 — Management’s Discussion and Analysis of Financial Condition and Results of

Operations
The following Management Discussion and Analysis of Financial Condition and Results of Operations is intended o help the reader
understand our results of operations and financial condition. It should be read in conjunction with the Consolidated Financial Statements and
Sl\a;lted Notes included in Part I, liem 8, “Financial Staterments and Supplementary Data,” in this Annual Reporton Form 10-K.

erview
QOur reportable %ﬂeraﬁng 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 reoove(?/ device or other technology sold and the related solution and
service or, in the case of emerging technologies, where revenues fromnew and/or potential devices ufilizing our pressure exchanger
technology can be brou%htto market Other factors for determining the reportable operating segments include the manner in which
management evaluates the performance of the Company combined with the nature of the individual business acfivities. In addition, our
corporate operating expenses include expenditures in squort of the water and emer%in? technologies segments, as well as R&D
expenditures applicable to potential future industry vercals, or enabling technologies that could beneft either or both exising business units.
On February 25, 2026, we decided to wind down operations of the CO, refail grocery business within our Emerging Technologies

segment due to a fundamental change in the outiook of the business. See Note 13, “Subsequent Events,” of the Notes for further discussion
re?arding the wind down. » . ) .

Global Economic and Political Environment Considerations

The markets for our products are dynarmic and constantly evolving. Our products are sold in numerous countries worldwide, with a

large percentage of our sales generated outside the U.S., specifically in the Middle East, Africa and Asia markets which provide a significant
portion of our tofal revenue. Therefore, we are exposed o and impacted by global macroeconomic factors, U.S. and foreign government
policies and foreign exchange fluctuations. There is uncertainy surrounding macroeconoric factors in the U.S. and globally characterized b
the supply chain environment, inflafionary pressure, rising interest rates, and labor shortages. These global macroeconomic factors, couplex
with the U.S. (j)oliﬁcal dimate, political unrestinternationally, and known conflicts in Europe and the Middle East, have created global
economic and poliical uncertainty, and have impacted demand for certain of our products. While the impact and longevity of these factors
remair:j uncertain, we are constanty evaluating the extent to which these factors will impact our business, financial condition or results of
operations.

Over the Ion%-term, demand for our energy recovery devices could correlate to global macroeconomic and geopoliical factors. Any
disruption to fhe economic factors and regulations in these regions, which remain uncertain, may adversely affect our results of operations
and financial conditon.

Refer to Part|, ltem 1, “Business,” and Part|, ltem 1A, “Risk Factors,” in this Annual Report on Form 10-K for further discussion of

these frends and other risks.

Results of Operations

A discussion regarding our financial condition and results of operations for the year ended December 31, 2024, compared to the a/ear
ended December 31, 2023, can be found under liem7 in our Annual Report on Form 10-K for the year ended December 31, 2024, fled with
the SEC on February 26, 2025, which is available free of charge on the SEC'’s website at htip://www.sec.gov and at our investor relafions
website (htips://ir.energyrecovery.com).

Revenue
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As a significant porion of our revenue is derived fromlarge project contract deliveries that are up to 36 months from contract date,
there is no specific seasonality in our revenues to highlight

We generally frack our revenues by channels. The channels we recognize and channel definiions we utilize are as follows:
Megaproject (“MPD’) channel: The MPD channel has been the main driver of our long-term growth as revenue from this channel
benefits from a growing nurber of proH'eds as well as an increase in the capacity of these projects in some cases. MPD ]Projeds
are large-scale In nature and generally have shipment imelines from 16 to 36 months from contract date. Recognition o

revenue is dependent on custorers’ rgject timing and execution of these projects.

+Original Equipment Manufacturer (“OEM’) channel: The OEM channel reflects sales 1o a wide variety of industries in the
desalination, wastewater, and the refrigeraion markets. This channel contains projects smaller in size and revenue, and of
shorter duration compared to those projects in the MPD channel.

+Aftermarket (“AM”) channel: The AM channel represents support and services rendered to our installed customer base. AM
revenue generally fucluates fromyear-to-year and is dependent on our customers’ iming of product upgrades, as well as their
replenishment of spare parts and supplies.

Revenue by Channel Customers

Years Ended December 31,
2025 2024
Revenue % of Revenue % of Change
evenue evenue
(Inthousard, exoept percertages)
Megaproject $ 885 61% $ %30 6% $ (12514) (13%)
Origindl equipment menufacturer NA A% NS5 2% 445 1%
Aftermerket 20162  15% 18024 12% 2138 12%
Toidl revenue $ 134,987 100% $ 144948 100% $ 99%1)  (7%)
Revenue Attributable to Primary Geographical Markets by Segments
‘ears Ended December 31,
225 2024
Water Emerging . Total Water Emerging . Total
Techriologies Techriologies
(Inthousands)
Midde East $ B0 $ 2 $ 8176 $ 5958 $ ™ $ 5097
Afiica 15,010 — 15,010 30,731 — 30,731
Other 51,608 193 51,801 5,04 29 4,280
Toidl revenue § 4§ 2§ 1A% § 144310 § 638 § 14498

Year ended December 31, 2025, as compared to the year ended December 31, 2024

Revenues associated with our Water segment represented 99% of total revenues during the years ended December 31, 2025 and
2024. Revenues associated with our Emerging Technologies segment were immaterial.

The decrease in MPD revenue of $12.5 million was due primarily to lower shipments to the Africa and Asia markets, partially offset by
higher shipments of '{:/)lroducts to the Middle East and Europe markets.

The increase in OEM revenue of $0.4 million was Friman y due:

«Desalination: The increase in revenue of $2.5 million was due prirrarily to higher shipments of products to the Asia market
«Wastewater: The decrease in revenue of $2.1 million was due primarily to lower shipments of products to the Asia market

The increase in AM revenue of $2.1 million was due primarily to higher shipments to the Asia and Middle East markets.
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Revenues attributable to domestic and international sales ) ] )
Revenues are primarily atiributable to international sales and are concentrated in the Middle Eastand Africa. See Note 10,

“Concentraions — Revenue by Geographic Location and Country,” of the Notes for further discussion regarding our concentration of revenue

by geographic location. .

ross Profit and Gross Margin
Gross profit represents revenue less cost of revenue. Cost of revenue consists primarily of raw materials, personnel costs (including
stock-based compensation), manufacturing overhead, warranty costs, and depreciaion expense.



Years Ended December 31,

2025 2024 Change
(Inthousands, except percertage and basis pairt)
Gross proft $ W 0§ BWW 9
Gross mergin 66.1% 6.9% (180) bps

The decrease in gross profitand gross margin for the year ended Decerrber 31, 2025, as compared fo the prior year, was due
grimarily to lower sales volume spread over fixed costs, increased costs related o product and channel mix, pricing and tariffs, partally offset
a decrease in indirect manufacturing costs during the year ended Decerrber 31, 2025.
perating Expenses
The fotal material changes of general and administrative (‘G8A”), sales and marketing (“S&M") and R&D operating expenses for the
year ended December 31, 2025, as compared to the comparable period in the grior year, are discussed within the following overall operafing
expenditures, and the segrrent and corporate ogeraﬁng expenses discussions below.

‘ears Ended December 31,

2025 2024

Water Emerging.  Corporate Total Water Emerging.  Corporate Total

Techniologies Techriologies

(Inthousands)
Generd and $ 5686 $ 230 § 278 § 2079 $ 8121 §$ 31§ 2126 § RHM
administraive
Sdles and markeling 13,664 5449 1,813 20,9 15,633 7340 2400 25423
Researchand 6,344 6,690 — 13,034 4523 1,713 — 16,236
development
Restructuring charges 106 47 161 313 1,147 832 497 2476
Totdl operaing $ 6™ § 145 § B7 § &4042 $§ 2040 § B76 $§ 408 § 729
expenses

Year ended December 31, 2025, as compared to the year ended December 31, 2024

Overall Operating Expendifures. Overall operating expenditures decreased by $13.2 million, or (17.1%). This decrease was due

il)_rirmrily o a decrease in employee costs, such as employee compensation and stock-based compensation, as well as lower Emerging
echnologies segment development costs, facility expenses and resfructuring charges, garﬁally offset by impairment costs associated with

the sublease of the Katy, Texas lease incurred during the year ended December 31, 2025.

Water Segment. Water segment related ogeraﬁng expenses r%)resented 40% and 38% of overall operating expenses during the

Years ended December 31, 2025 and 2024, respeciively and decreased by $3.7 million, or (12.5%). This decrease was due primarily fo

lower employee costs, including stock-based compensation costs, and lower restructuring charges.
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Emerging Technologies Segment. Emergirg; Technologies segmentrelated operating expenses represented 23% and 31% of overall

operaiing expenses during te years ended December 31, 2025 and 2024, respeciively and decreased by $9.2 million, or (38.7%). This

gﬁcrease was due primarlly to lower employee costs, including stock-based compensation, lower development costs and lower restruciuring
arges.

Corporate Operating Expenses. Corporate operafing expenses decreased by $0.3 million, or (1.3%). This decrease was primarily

due to lower enBonee costs, such as en1ployee compensation, cFarliall offsetby an increase in consulting costs and impairment costs

associated with the sublease of the Katy, Texas lease incurred during the year ended December 31, 2025.

Restructuring Charges. During the fourth quarter of fiscal year 2024, we irrEIemented a resfructuring plan which included reductions

in our workforce in all functions of the organization, primarily within the G&A function, in order to lower our operafing cost structure, and to
position the Conpany for profitable growth. We recorded total restructuring charges of approximately $2.8 million, of which $0.3 million was
recorded during the year ended Decenrber 31, 2025. The fotal restructuring charge relates to severance and benefits, including
reemployment assistance, for 38 terminated enployees, which was a:ﬂ)roxinately 15% of our workforce. - The implementation of the
restructuring plan was completed during the year ended December 31, 2025. See Note 4, “Other Financial Information — Restructuring,” of
the Notes for further discussion and disclosure on our restructuring program.

Other Income, Net

Years Ended December 31,

2025 2024
(nthousarck)
Interest income $ 3614 $ 6,218
Other non-operating income (expense), net R (207)
Totdl other income, net $ 3716 $ 6,011

The decrease in “Total other income, net’ in the years ended December 31, 2025, as compared to the comparable period in the prior
year, was primarily due to a decrease in short- and long-terminvestments.



Income Taxes

Years Ended December 31,

2025 2024 Change
(In thousands, except percentages)
Provision for income taxes $ 46383 § 2685 $ 1,948
Effective tax rate 1% 10%

The higher provision for income taxes in 2025, as compared o the prior year, was due primarily © an increase in income from

operatons, a decrease in tax beneiit of $0.3 million related to Forei'gn Derived Intangible Income (“FDII"), a decrease of $0.6 million in federal
R&D tax credits, a decrease in $0.6 million in realizable California R&D creditand $0.1 million netincrease on the tax impact of stock-based
conmpensation and execuive compensation limits.

The fiscal year 2025 effective tax rate included a benefit of $1.9 million related to FDII, a benefit of $0.3 million related to federal R&D

tax credits, tax expense of $0.2 million related to increase of California R&D credit valuation allowance and tax expense of $0.6 million

related to stock-based compensation and executive compensation limits. The fiscal year 2024 effective tax rate included a benefit of

$2.1 million related to FDII, a benefit of $0.9 million related to federal R&D tax credits, a benefit of $0.4 million related to California R&D credit
valuation allowance release, and tax expense of $0.5 million related to stock-based compensation and executive compensation limits.

See Note 8, “Income Taxes,” of the Notes for further discussion regarding further information related o our tax rate reconciliaion.
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Liquidity and Capital Resources

Overview

From time-fo-iime, management and our Board of Directors (the “Board”) review our liquidity and fulure cash needs and may make a
decision to (1) refurn capital fo our shareholders through a share repurchase profgram or dividend payout or (2) seek addifonal debt or equity
ﬁnancin%. of December 31, 2025, our principal sources of liquidity consisted of (i) unrestricted cash and cash equivalents of $48.1 million
thatare held in cash accounts and invested in money market funds and U.S. treasury securities; (ii) investment-grade shorttermand long-
term marketable debtinstruments of $35.2 million that are primarily invested in U.S. treasury securities and corporate notes and bonds; and
(iiiy accounts receivable, net of allowances, of $76.6 million. As of December 31, 2025, there was unrestricted cash of $1.4 million held
outside the U.S. We invest cash not needed for current operations predoninarRily in investment-grade, marketable debt instruments with the
intent to make such funds available for future operating purposes, as needed. Although these securiies are available for sale, we generally
hold these securities to maturity, and therefore, do not currently see a need to frade these securities in order to support our liquidity needs in
the foreseeable future. We believe the risk of this dpor1f0|i0 fo us is in the ability of the underlying companies or government agencies to cover
their obligations at maturity, notin our ability to frade these securities ata proit Based on current projections, we believe exising cash
balances and future cash inflows from this portiolio will meet our liquidity needs for at least the next 12 months.

Credit Agreement
We entered info a credit agreement with JPMorgan Chase Bank, N.A. on December 22, 2021 (as amended, the “Credit Agreement’).
The Credit Agreement provides a commitied revolving credit line of $50.0 million and includes both a revolving loan and a letters of credit
“LCs") component. The maximum allowable LCs under the creditline component of the Credit Agreement is%30.0 million. As of

ecember 31, 2025, the Company was in compliance with all covenants under the Credit Agreement.

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

Letters of Credit

From time-to-time, we enter into LCs related to our product warranty and performance guarantees. As of December 31, 2025,

outstanding LCs totaled $20.4 million. See Note 6, “Lines of Credit— Letters of Credit,” of the Notes for further discussion related to LCs and
Note 7, “Commitments and Confingencies — Guarantees,” of the Notes for further discussion related to performance guarantees.
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Share Repurchase Programs
The Board, from time-to-time, has authorized share repurchase programs under which we may, at our discrefion, repurchase the
Company'’s outstanding common stock in the open market, or in privately negofiated transactions, in compliance with applicable state and
federal securities laws.  The timing and amounts of any purchase under the share repurchase programs are based on market conditions and
other factors including price, regulatory requirements, and capital availability. Ve account for stock repurchases under these programs using
the costmethod. As of December 31,2025, we have cumulatively repurchased 14.0 million shares of the Company’s common stock atan
aggregate cost of $166.1 million under all share reé)urchase rograms. The following is a discussion of the current share repurchase
Erogram during the years ended Decerrber 31, 2025. See Note 11, “Stockholders' Equity — Share Repurchase Prograns,” of the Notes for
rther discussion related to share repurchase programs and a reconciliafion of the latest share repurchase plan balance.
On February 26, 2025 and August 6, 2025, we announced that the Board authorized share repurchase prograns under which we may
repurchase our outstanding common stock, at the discretion of management, up to an aggregate amount of $55.0 million in aggregate cost,
which includes both the share value of the acquired common stock and the fees charged in connection with acquiring the common stock.
ggsrigg th”e year ended Decerrber 31, 2025, we repurchased 2,570,214 shares of our common stock at an aggregate cost of approximately
.6 million.



Energy Recovery, Inc. | 2025 Annual Report (Form 10-K) | 40
Table of Conterts
Cash Flows

Net cash provided by operating actvities

Net cash provided by (used in) investing acliviies

Net cash used in financing activiies

Effect of exchange rate differences on cash and cash equivaents
Net change in cash, cash equivalents and restricted cash
Cash Flows from Operating Activities

Years Ended December 31,

2025 2024 Change

(Inthousand)

$ 18770 $ 2052 $ (1,752
3,985 (15,6%4) 49639
(%4,5%) (43,284) 8,70

B (52 150
$ 18319 § (38468 $ 5,787

Net cash provided by operating actvities is subject to the pr?ject driven, non-cydlical nature of our business. Operafing cash flow can

fluctuate significanty from reporting J)eriod to reporting period, due o the fiming of receipts of large project orders. Operating cash flow may
be negative in one reporting period and significanty positive in the next Consequently, individual reporing period results and comparisons
may not necessarily indicate a significant frend, either positive or negative.

The higher net cash used for operating assets and liabilies for the year ended December 31, 2025, as compared fo the prior year,

was due primarily to the following factors:

*Accrued liabilities: an increase In cash used due to incentives and restructuring expenses paid outin 2025,
+Accounts payable: an increase in cash used due to the timing of payments and vendor invoices received; partially offset by
+Accounts receivable: a decrease in cash used due fo an increase in collections related to revenues earned late in the fourth

uarter of 2024.
sh Flows from Investing Activities

Net cash provided by (used in) investing activities primarily relates o sales, maturites and purchases of investment-grade marketable
debtinstruments, and capital expenditures sup?ortlng our growth. The decrease in cash used during the year ended December 31, 2025, as

compared fo the prior year, is primarily due to

ower purchases of marketable securities. Ve believe our investments in marketable debt

instruments are structured to preserve principal and liquidity while at the same time maximizing yields without significantly increasing risk.

Cash Flows from Financing Activities

Net cash used in financing activities for the year ended December 31, 2025 was lower as compared to the cash used in financing
actvities in the prior year, due to lower repurchases of our common stock partially offset by lower net proceeds from the issuance of common

stock as compared 1o the prior year.
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Liquidity and Capital Resource Requirements



We believe that our existing resources and cash generated from our operations will be sufiicient to meet our anticipated capital

re%uirerm\nis for atleast the next 12 months. However, we may need to raise additional capital or incur addiional indebtedness to continue
to fund our operations or to support acquisitions in the future and/or to fund investments in our latest technology arising from rapid 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 oontinuin%rmrket acceptance of our products, our rate of revenue growth, the fiming of new product introductions, the
expansion of our R&D, manuiaciuring 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.

Facility and Equipment Leases. e lease faciliies and equipment under fixed noncancelable operating leases that expire on various
dates through fiscal year 2030. See Note 7, “Commitments and Contingencies — Operating Lease Obligations,” of the Notes for additional
information related t our fixed noncancelable operating leases.

Off-balance Sheet Arrarégements. During the periods presented, we did not have any relaionships with unconsolidated entiies or
financial partnerships such as entiies often referred to as structured finance or special purpose entiies which would have been established
for the purpose of d!ilaﬁn%oﬁ-pa_lanoe sheetarrangements or other contractually narrow or limited purposes.

Critical Accounting Policies and Estimates

Qur Consolidated Financial Statements are prepared in accordance with U.S. GAAP. These accounting principles require us to make
estimates and judﬂrrents that can affect the reported amounts of assets and liabilifes as of the date of the Consolidated Financial

Staterents as well as the reported amounts of revenue and expense during the periods presented. Ve believe that the estimates and
judgments upon which we rely are reasonable based upon information available to us atthe time that we make these esiimates and
judgments. To the extent that there are material difierences between these esfimates and actual results, our consolidated financial results
will be aflected. The acoounting policies that reflect our more significant estimates and judgments and which we believe are the most criical
to aid in fully understanding and evaluating our reported financial results are revenue recognition; valuation of stock options; valuation and
impairment of goodwill invento%; and deferred taxes and valuation allowances on deferred tax assefs.

The following is not intended to be a comprehensive list of all of our accounting policies or estimates. See Note 1, “Description of

Business and Significant Acoounting Policies,” of the Notes for further detailed discussion regarding our accouniing policies and esfimates.
Revenue Recognition

Revenues are recognized when control of the promised goods or services is transferred to our customers in an amount that reflects

the consideration we expect fo be entited t in exchange for those goods or services. Atthe inception of each contract, performance
obligations are identified and the total ransaction price is allocated to the performance obligations. Our contracts with customers may

include multiple performance obligations. For such arrangements, we allocate revenue to each performance obligation based on its relative
stand-alone selling price. We generally determine stand-alone selling prices based on the prices charged to custorrers. With respect to
termination, we do nothave the ability fo cancel a contract for convenience. In general, customers can cancel for convenience upon the
payment of a termination fee that covers costs and profit Itis rare for customers o cancel contracts. See Note 1, “Description of Business
and Significant Accounting Policies — Significant Accounting Policies — Revenue Recognition (Product and Service Revenue Recognition),” of
the Notes for more detail on productand service revenue recogniton.
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Stock-based Compensation

We account for stock-based compensation according to U.S. GAAP relating to stock-based payments, which requires the

measurement and recognition of compensation expense for all stock-based awards made to employees and directors based on estimated fair
values on the grantdate. The fair value of stock options is calculated on the date of grant using a Black-Scholes (also referred to as the
“Black-Scholes-Merton") model, which requires a number of complex assurmptions including the expected life to exercise a vested award
based upon the Company’s exercise history, expected volatiity based upon the Company’s historical stock prices, risk-free interest rate
based upon the U.S. Treasury rates, and the Company’s dividend yield. See Note 1, “Description of Business and Significant Accounting
Policies — Significant Accounting Policies — Stock-based Compensation” and Note 12, “Stock-based Compensation,” of the Notes for further
discussion of our accounting policy and stock-based compensation activities, respecively.

Goodwill

Our goodwill represents the excess of the purchase price of a business cormbination over the fair value of the net assefs acquired.

Goodwill impairment testing requires significant judgment and management estimates, including, but not imited to, the determination of (fi) the
number of reporting units, (ii) the goodwill and other assets and liabiliies o be allocated o the reporting units and (i) the fair values ofthe
reporting units. The estimates and assumptions described above, along with other factors such as discount rates, will significanty affect the
outcome of the impairment tests and the amounts of any resuling impairment losses. e performa quanttaive assessment of goodwill for
impairment on an annual basis during the third quarter of each year, and between annual tests, a qualitative assessment whenever events or
changes in circumstances indicate that the carrying amount maY not be recoverable. Ifthese interim qualitaiive factors were to indicate that it
is more-likely-than-not that the fair value of the reporting unitis less than its carrying value, we would then performa quanttative assessment,
which would consist primarily of a discounted cash flow analysis to determine the fair value of the reporting units goodwill. To the extent the



carrying amount of the reporting units allocated goodwill exceeds the units fair value, we recognize an impairment of goodwill for the excess

up to the amount of goodwill of that reporting unit. See Note 1, “Descripion of Business and Significant Accounting Policies — Significant

Accounting Policies — Goodwill” and Note 4, “Other Financial Information — Goodwill,” of the Notes for further discussion of our accounting

policy and goodwill activities, respectively.

Inventories

W\e determine at each balance sheet date how much, ifany, of our inventory may ulimately prove to be either unsalable or unsalable

atits carrying cost Reserves are established o effectively adjust the carrying value of such inventory to lower of cost (first-in, first-out

method) or netrealizable value. See Note 1, “Descripfion of Business and Significant Acoounting Policies — Significant Accounting Policies —

Inventories” and Note 4, “Other Financial Information — Inventories, net” of the Notes for further discussion of our accounting policy and

estimates, and inventory actvites, respecively.

Income Taxes

Qur annual tax rate is determined based on our income and the jurisdictions where itis earned, statutory tax rates, and the tax

impacts of items treated diffierently for tax purposes than for financial reporting purposes. Also inherent in determining our annual tax rate are

judgments and assumptions regarding the recoverability of certain deferred tax balances, and our abili%to uphold certain tax posiions. We

are subject to conplex tax laws, in the U.S. and numerous foreign jurisdictions, and the manner in which they apply can be open to

interpretaion. Realization of deferred tax assets is dependent upon generating sufficient taxable income in the appropriate jurisdiction in

future periods, which involves business plans, planning opportunities, and expectations about future outcomes. Our assessment relies on

estimates and assumptions, and may involve a series of complex judgments about future events. We use an estimate of our annual efleciive

tax rate ateach interim period based on the facts and circumstances available at that ime, while the actual eflective tax rate is calculated at
ear-end. See Note 1, “Description of Business and Significant Accounting Policies — Significant Accounting Policies — Income Taxes” and
ote 8, “Income Taxes,” of the Notes for further discussion of our income tax policy and our tax valuation allowance, respecively.

Recent Accounting Pronouncements

Refer to Note 1, “Description of Business and Significant Accounting Policies — Recently Issued Accounting Pronouncements Not Yet

Adopted,” of the Notes.
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ltem 7A — 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 operating results or financial position.

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

the USD to pay our receivables, thus increasing collection risk and potential bad debt expense.

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 into our reporfing currency, we do not maintain excess cash
balances in foreign currencies.

e have not hedged our exposure to changes in foreign currency exchange rates because expenses in foreign currencies have been
insignificant fo date and exchange rate fluctuations have had litfle impact on our operating results 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
signiicantly increasing risk. Ve invest primarily in investment-grade short-termand long-term marketable debt instruments that are subject

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

As of December 31, 2025, our investment portolio of $48.2 million, in investment-grade marketable debtinstruments, such as U.S.

treasury securities, corporate notes and bonds, and municipal and agency notes and bonds, are classified as either cash equivalents or
short-fermand/or long-terminvestments on our Consolidated Balance Sheets. These investments are subject o interest rate fluctuations

and a decrease in market value to the extent interest rates increase. To minimize the exposure due o adverse shifls in interest rates, we
maintain investments with a weighted average maturity of approximately 6 months. As of December 31, 2025, a hypotheical 1% increase in
infterz}st aatt%s would have resulied in a less than $0.2 million decrease in the fair value of our investments in marketable debt instruments as

of such date.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Energy Recovery, Inc.
Opinion on the Financial Statements

have audited the accompanying consolidated balance sheets of Energy Recovery, Inc. and subsidiaries (the “Company”) as of
December 31, 2025 and 2024, the related consolidated statements of operations, comprehensive income, stockholders’ equity, and cash
flows, for each of the three years in the period ended December 31, 2025, and the related notes (collectively referred to as the “financial
statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2025 and 2024, and the results of its operations and its cash flows for each of the three e/ears in the period ended
December 31, 2025, in conformity with accounting principles generally accepted in the United States of America.
We have also audited, in accordance with the standards of the Public Commpany Accounting Oversight Board (United Siates) (PCAOB), the
Company's internal control over financial reporting as of December 31, 2025, based on criteria established in Internal Control — Integrated
Framework (2013) issued by the Commitiee of Sponsoring Organizations of the Treadway Cormmission and our report dated February 25,
2026, expressed an unqualiied opinion on the Company's internal control over financial reporting.
Basis for Opinion
These financial statements are the re(sjponsibility of the Company's management Qur responsibility is to exgress an opinion on the
Company's financial statements based on our audits. We are a public accounting frm registered with the PCAOB and are required to be
independent with respect fo the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit o
obfain reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our
audits induded performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud,
and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant
esimates made by management, as well as evaluating the overall presentation of the financial statements. Ve believe that our audits provide
a reasonable basis for our opinion.
Critical Audit Matter
The critical audit matter communicated below is a matier arising fromthe current-period audit of the financial statements that was
communicated or required o be communicated to the audit commitiee and Ihat(1§ relates fo accounts or disclosures that are material to the
financial statements and (2) involved our especially challenging, subjective, or complex judgments. The communication of critical audit
matiers does notalter in any way our opinion on the financial statements, taken as a whole, and we are not, by communicating the criical
audit matter below, providing separate opinions on the crifical audit matter or on the accounts or disclosures to which it relates.
Revenue Recognition — Refer to Notes 1, 2 and 10 to the financial statements
Critical Audit Matter Description
Revenue is recognized upon transfer of control of products which typically follows rransfer of fifle upon shipment or delivery in accordance
with Internaional Commercial Terms. The processing and recording of the Company’s revenue transactions is a combination of automated
and manual processes (i.e., the revenue transactions are recorded automatically upon invoice generation at the time of shipment, whereas
the review process remains relatively manual to ensure control has properly transferred to recognize revenue) and therefore, the Company
uses a set of procedures to ensure revenue is accurate for each ransaction.



Table of Corterts
\\e identified the Company’s revenue recognition as a critical audit matier as the Company has a significant volume of revenue fransactions
throughout the year and a manual process to generate accurate data to process and record revenue in line with when risk is ransferred o
the custqrrt:'rs. .h(ijs required an increased level of efiort to audit these revenue transactions and o evaluate that they were recorded in the
appropriate period.
lowthe Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to revenue recognition included the following, among others:
*W\e tested the effeciveness of controls over the recognition of revenue.
+\\e obtained an understanding of the nature of the revenue reoogniﬁon process through inquiry with the Company personnel
responsible for the invoices as well as review of the contract with the custormers.
*W\e performed defail tesfing procedures on processed revenue fransactions, we traced and agreed the calculation of the
Cormpany’s recorded revenue and the iming of revenue recognition t source documents such as the agreed upon terms with
the customer and shippir|1jg records, as well as the related invoices generated within the systemand evaluated any diflerences.
Is/ Deloitte & Touche LL
San Francisco, California
February 25, 2026
W\e have served as the Company’s auditor since 2018.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Energy Recovery, Inc.
\(l)\ginion on Internal Control over Financial Reporting

have audited the internal control over financial reporting of Eneg;y Recovery, Inc. and subsidiaries (the “Company”) as of December 31,
2025, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Cormmitiee of Sponsoring Organizations
ofthe Treadway Commission (COSO). In our opinion, the Company maintained, in all material respects, effective internal control over
@Sgc(i)al reporting as of Decenmber 31, 2025, based on criteria established in Internal Control — Integrated Framework (2013) issued by

We have also audited, in accordance with the standards of the Public Conpany Accounting Oversight Board (United Slatels:) %PCAOB), the
consolidated financial statements as of and for the year ended December 31, 2025, of the Company and our report dated February 25, 2026,
expressed an unqualified opinion on those financial statements.

Basis for Opinion



The Company’s management is responsible for maintaining eflective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying “Managements Report on Internal Control Over
Financial Reporting.” Our responsibility is to express an oginion on the Coné)an 's internal control over financial reporting based on our audit
We are a public accounting frmregistered with the PCAOB and are required t be independent with respect o the Company in acoordance
with the U.S. federal securities laws and the applicable rules and re%ulaﬁons of the Securities and Exchange Commission and the PCAOB.
We conducted our auditin accordance with the standards of the PCAOB. Those standards require that we plan and performthe audit to
obiain reasonable assurance about whether eflective internal control over financial reporting was maintained in all material respects. Our
auditincluded obiainin%an understanding of internal control over financial reporting, assessing the risk that a material weakness exists,
testing and evaluating fhe design and operafing effectiveness of internal control based on the assessed risk, and Berforrring such other
rocedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
efinition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial siatements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable defail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that fransactions are recorded as necessary to permit preparation of inancial statements in accordance with generally
acoepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
managementand directors of the company; and (3) provide reasonable assurance regarding prevention or imely detection of unauthorized
acquisition, use, or disposition of the company’s assefs that could have a material efiect on the financial statements.
Because of ifs inherent limitaions, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of efleciveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.
/s Deloitte & Touche LLP
San Francisco, California
February 25, 2026
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ENERGY RECOVERY, INC.
CONSOLIDATED BALANCE SHEETS



December 31,

2025 2024
(Inthousands, except sheres ardper shere olg)
ASSETS
Curent assefs:
Cash and cash equivaents $ 806 $ 2627
Shortterm investments 27173 4830
Accounts receivable, net 76,639 64,006
Invertories, net 24,200 24,906
Prepeid expenses and other assets 5,063 6,665
Total curent assefs 181,211 173,656
LongHeminvestments 804 21,8
Deferred tax assefs, net 8267 9004
Property and equipment, net 1294 15,424
Operating lease, right of use asset 7,701 96%
Goodwill 1270 12790
Other assefs, non-curent 57 kYl
Total assets $ 8154 § 28270
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current ligbilities:
Accounts payable $ 214§ 3109
Accrued expenses and other lighilities 11,670 17,728
Lease liabilities 2531 2020
Contract liabilities 1,09 51
Total curent liabiliies 17,34 23428
Lease liahilities, non-current 6,898 9297
Other liahiliies, non-current 1,070 5
Totd ligbilities 2532 2782
Commitments and confingencies (Note 7)
Stockhalders’ equity:
Common stock, $O(D1pervdue Z(D(IXJ(IXJSM&Gawmzed 06,774,081 sheres issued and 67 6
52 806,822 sheres o Deoermer31, 205 and and
54,785,851 shaewtstardngat 31,204
Addtional peickin capital 244,307 235,010
Accumulated other comprehensive (loss) income (%) B
Treasury sloc;l; at cost, 13%7,2@{3% repurchased at December 31, 2025 and 11,397,045 shares (166,846) (130,870)
Table of Conterts
ENERGY RECOVERY, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
Years Ended December 31,
2025 2024 2023
(Inthousands, except per share adla)
Revenue $ 134987 $ 1Wu8 $ 128349
Cost of revenue 47,05 48015 4,210
Gross proft 87,931 9%6,933 87,019
Operafing expenses:
Generd and adinistrative 2769 33,074 28,864
Sdes and marketing 2096 25423 22,164
Research and development 1304 16,236 17,001
Restructuring charges 313 2476 —
Tot operating expenses 64,042 77,200 63,029
Income from operations 23889 19724 19,050
Other income (expense):
Interest income 3614 6,218 37%6
Other non-operating income (expense), net R (207) (101)
Total other income, net 3706 6,011 3656
Income before income taxes 27,595 25,735 2705
Provision for income taxes 4,633 2685 1,201
Netincome $ 2% $ 8060 $ 21,504
Netincome per share:
Basic $ 043 $ 040 $ 0.38
Diluted $ 042 $ 040 $ 0.37
Number of shares used in per share calculations:
Basic 53,802 57,213 56,444
Diluted 54,158 57,82 57,740

See Acconpanying Notes to Consolideted Finencial Statements
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ENERGY RECOVERY, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31,

2025 2024
(Inthousands)
Netincome $ 2% $
Other comprehensive income (loss), net of tax
Foreign curency franslation adjustments (150)
Unredlized gain (loss) on investments @2
Tot ather comprehensive income (loss), net of tax (192)
Comprehensive income $ 27 $

2023

800 $

31

M

142
812§

21,504

51

%4
305
21,809

See Accompanying Notes to Consdlidated Financid Statements
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ENERGY RECOVERY, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years Ended December 31,

2025 2024 2023
(Inthousarcs, except sheres)
Common stock
Beginning balance $ 6 $ 6B $ 64
Issuance of common stock, net 1 1 1
Ending balance 67 6 $ 65
Additional paid-in capital
Beginning balance 235,010 217,617 204,957
Issuance of common stock, net 1,7% 7,09 4793
Stock-besed compensation 7592 1024 7,867
Ending balance 244,397 235,010 217,617
Accumulated other comprehensive (loss) income
Beginning balance B (44 (349
Other comprehensive (loss) income
Foreign curency franslation adiustments (150) 31 51
Unredized (loss) gain on investments @2 m %4
Tot ather comprehensive (loss) income, net (19) 142 05
Ending belance (% B (44
Treasury stock
Beginning balance (130,870) (80,486) (80,480)
Common stock repurchased (35,976) (50,384) —
Ending balance (166,846) (130,870) (80,480)
Retained earnings
Beginning balance 106,706 8,656 61,152
Netincome 292 23,050 21,54
Ending balance 128,668 106,706 8,656
Total stockholders’ equity $ 2612 $ 210010 $ 219,808
Common stock issued (shares)
Beginning balance 66,182,906 65,029.459 64,225,301
Issuance of common stock, net 591,175 1,153,447 84,088
Ending balance 66,774,081 66,182,906 65029459
Treasury stock (shares)
Beginning balance 11,397,045 8,148,512 8,148,512
Common stock repurchased 25710214 3243533 —
Ending balance 13,967,259 11,397,045 8,148,512
Total common stock outstanding (shares)
Begimning Baance 54,785,861 56,880, 47 56,076,879
Issuance of common stock, net 591,175 1,153,447 84,088
Common stock repurchased (2570,214) (3,248,533 —
Ending Balance 52,806,822 54,785,861 56,880,947

See Acconpanying Notes to Consolideted Financid Statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS



Years Ended December 31,

2025 2024 2023
(In thousands)
Cash flows from operating actvities:
Netincome $ 2% $ 2300 $ 21,504
Adiustments o reconcile net income to cash provided by operating activities
Stock-based compensation 7,719 1032 8033
Depreciation and amorfization 3760 4,046 4102
Accrefion (amorization) of discounts (premiums) on investments (326) (1,331) (862
Deferred income taxes 37 1,320 (©1)
Impaiment of longHived assets 33 — —
Reversal of accruds related o expired warranties (1,09%) (206) (334)
Inventory reserve adjustment 479 (210 m
Other non-cash adustments 318 49 589
Changes in operating assefs and liabilities:
Accourts receivable, net (12,687) (17,212 (12,873)
Contract assefs 1,129 (218 1,128
Inventories, net 7 1,202 1,34
Prepaid and other assefs 26 (756) (%)
Accourts payable (1,462) 787 2629
Accrued expenses and oher liabilities (382 1,811 el
Contract ligbiities 468 (616) (129
Net cash provided by operating activiies 18770 2052 26,064
Cash flows from investing acivites:
Sdles of merketable securities — — 296
Meaturities of marketable securities 86,675 76,508 64,956
Purchases of merketable securities (31,370 (90,997) (84,569)
Capitdl expenditures (1,3%0) (1.28) (2.567)
Proceeds from sdles of fixed assefs 10 133 87
Net cash provided by (used in) invesfing acfiviies 3,985 (15,654) (19,114)
Cash flows from financing activities:
Net proceeds from issuance of common stock 1,7% 7,100 47
Repurchase of common stock (35,623 (50,384) —
Payment of excise tax assaciated with repurchase of common stock (70r) — —
Net cash (used in) provided by financing actvities (34,5%) (43,284) 47H
Effect of exchange rate differences on cash and cash equivaents B (52 3
Net change in cash, cash equivalents and restricted cash 18,319 (38469) 1,767
Cash, cash equivaents and restricted cash, beginning of year 20757 68,225 5,453
Cash, cash equivalents and restricted cash, end of year $ 480§ 2077 § 68,225
Supplementd disclosure of cash flow informetion:
Cash paid for income taxes 1,38 1,563 505
Supplementd disclosure on nonkcash investing and financing ransactions:
mgmadwmlnmm%/dje,aﬁWam $ 63 $ 0 $ 647
Excise fax on share repurchases, accrued but not peid A —

See Accompanying Notes to Consolideted Finencid Statements
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ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Description of Business and Significant Accounting Policies

Energy Recovery, Inc. and its wholly-owned subsidiaries (the “Company” or “Energy Recovery”) designs and manufactures world-

class energy-saving technology for critical infrastructure that communities rely on every day, driving a more resilient and sustainable future.
Leveraging the Company’s pressure exchanger technology, which generates litfe to no emissions when operating, the Company believes its
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, the Company is helping companies
reduce their energy consumption in their industrial processes, which in turn, reduces their carbon footprint. The Company believes thatits
customers do not have to sacrifice guality and cost savings for sustainability and the Company is commitied to developing solutions that drive
long-term value — both financial and environmental. The Company’s solufions are marketed, sold in, and developed for, the fluid-fow and
gas markets, such as seawater and wastewater desalination, natural gas, chemical processing and CO,-based refrigeration systems, under

the tradermarks ERI® PX® Pressure Exchanger®, PX®Pressure Exd1anger®(“PX“), Ultra High-Pressure PX; PX G" PX G1300°

PX PowerTrain"; AT and Aquaboldm. The Company owns, manufactures and/or develops its solutions, in whole or in part, in the United
States of America (the “U.S.”).

Basis of Presentation

The Consolidated Financial Statements include the accounts of Energy Recovery, Inc. and its wholly-owned subsidiaries. Al

intercompany accounts and transacfions have been eliminated in consolidation.

Reclassifications



Certain prior period amounts have been reclassified in certain notes to the Consolidated Financial Statements to conformto the

current Feriod_ presentafion.

Use of Estimates

The preparation of Consolidated Financial Staterents, in conformity with U.S. generally accepted accounting principles (“GAAP”),
requires the Company’s management to make judgments, assumptions and estimates that affect the amounts reported in the Consolidated
Financial Statements and accompanying notes.

The accounting policies that reflect the onT)any’s significant estimates and judgments and that the Company believes are the most

critical fo aid in fully understanding and evaluating its reported financial results are revenue reooginition; stock-based compensation expense;
equipment useful fife and valuation; goodwill valuation and impairment, inventory valuation and allowances, deferred taxes and valuation
allowances on deferred tax assefs; and evaluation and measurement of coningencies. Those estimates could change, and as a result,
actual results could difier materially from those esfimates.

The Company is notaware of any specific event or circumstance that would require an update to ifs estimates or judgments or a

revision of the carrying value of its assefs or liabiliies as of February 25, 2026, the date of issuance of this Annual Report on Form 10-K.
These eslimates may change, as new events occur and addiional information is obtained. Actual results could difer 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 Annual Report on Form 10-K; except as required by law.
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ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Significant Accounting Policies
Cash and Cash Equivalents

The Company considers all highly liquid investments with an original or remeining confractual meturity on date of purchase of less

than or equal to three months o be classified and presented as cash equivalents on the Consolidated Balance Sheefs. Cash equivalents are
stated at cost, which approximates fair value. The Company’s cash and cash equivalenis may include demand deposit acoounts with large
financial insfituions, instiuional money market funds, U.S. treasury securities, corporate notes and bonds, and municipal and agency notes
and bonds. The Company monitors the creditworthiness of the financial institutions, insituional money market funds, and corporations in
which the Company invests ifs surplus funds. The Company has experienced no credit losses fromits cash investments.

Short-term and Long-term Investments

The Company’s short-termand long-terminvestments consist primarily of investment-grade debt securities, such as U.S. treasury

securities, corporate notes and bonds, and municipal and agency notes and bonds, all of which are dlassified as available-for-sale.
Available-for-sale securities are carried at fair value. Amorfization or accretion of premiumor discountis included in other income (expense?,
neton the Consolidated Statements of Operations. Changes in the fair value of available-for-sale securities are reported as a component o
accumulated other comprehensive (loss) income within stockholders” equity on the Consolidated Balance Sheets. Realized gains and losses
on the sale of available-for-sale securities are determined by specific identfication of the cost basis of each security.

The Company cate%orizes and classifies short-ferm and long-term available-for-sale investments on the Company’s Consolidated

Balance Sheets as follows:

«Short-term investments: Investments purchased with an original or remaining maturity at ime of purchase greater than three

months and that are expected to mature within 12 months from the balance sheet date are classified as shortterminvestments

and are presented in current assefs.

«Long-term investments: Investments purchased with an original or remaining meturity at fime of purchase greater than three

months and that are expected to mature more than 12 months from the balance sheet date are classified as long-term

investments and are presented in non-current assets.

Allowance for Doubtful Accounts

The Company records a provision for doubtiul accounts based on historical experience and an esfimate of the expected credit losses.

In estimating the allowance for doubtiul accounts, the Company considers, among other factors, the aging of the accounts receivable, its
historical write-offs, the credit worthiness of each customer, and general economic conditions. Account balances are charged off against the
allowance when the Company believes thatitis probable that the receivable will not be recovered.

Inventories

Inventories are stated at the lower of cost (using the first-in, first-out “FIFO” method) or net realizable value. The Company calculates
inventory valuation adjustments for excess and obsolete inventory based on currentinventory levels, movement, expected useful lives, and
estimated future demand of the products and spare parts.
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ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Property and Equipment

Property and equipment is recorded at cost and reduced by accumulated depreciation. Depreciation expense is recognized over the
estimated useful lives of the assets using the straight-line method. The following table presents the estimated useful life, or range of useful
lives, of the Company’s property and equipment Maintenance and repairs are charged directly to expense as incurred.

Minimum Maximum
Machinery and equipment (excluding equipment used for menufaciring of ceramic components) 3years 7years
Machinery and equipment used for manufacturing of ceramic components 3years 10years
Leasehold improvemerts (1) 1year 35years
Sofware @) 3years Syears
Office equipment, fumiture, and fixtures 3years 5years
Automobiles 1year 7years

“?Leaser‘ddjmwerrerfs_m&sentremddirga‘draroﬁtﬁ oc;stsfcrleesqddﬁceaﬁdna'um;irg%memdae Ciated over the shorter of
either the esfimated useful lives or the tem of the lease. See Note 7, “Commitments and Contingencies-Operating Lease Obligations,” for further
dsscussion of lease terms.

(Z)Sdlwaepudlasedforirtend use consists primarily of amounts peid for perpetual licenses to thirdparty sofware providers and implementaion

osts.

Estmated useful lives are periodically reviewed, and when appropriate, changes are made prospectively. When certain events or
changes in operating conditions occur, assetlives may be adjusted and an impairment assessment may be performed on the recoverability of
the carrying amounts. The Con'é)any evaluates the recoverability of long-lived assets by comparing the carrying amount of an asset to
estimated future net undiscounted cash flows generated by the asset (asset group). If such assets are considered to be impaired, the
impairment recognized is measured as the amount by which the carr%ing amount of the assets exceeds the fair value of the assefs. The
evaluation of recoverability involves estimates of future operating cash flows based upon certain forecasted assumptions, including, but not
limited to, revenue growth rates, gross profit margins, and operating expenses.

Leases

The Conﬁany determines if an arrangement s a lease, or contains a lease, at the inception of the arrangement and evaluates

whether the lease is an operating or a finance lease at the commencementdate. The onEané recognizes right-of-use (“ROU”) assets and
lease liabiliies for operating leases with terms greater than 1 year. ROU assets represent the Company'’s right to use an asset for the lease
term, while lease liabiliies represent the Company’s obligation to make lease payments. Operating lease ROU assefs and liabiliies are
recognized based on the present value of lease payments over the lease termat the lease commencement date. The Company uses the
implicttinterest rate or, if not readily determinable, its incremental borrowing rate as of the lease commencement date to determine the
present value of lease payments.” The incremental borrowing rate is based on the Company’s unsecured borrowing rate, adjusted for the
effects of collateral. Operating lease ROU assefs are recognized net of any lease prepayments and incentives. Based on materiality, the
Company accounts for both the non-lease components and related lease components as a single lease component. Lease terms may
include options to extend or terminate the lease when itis reasonably certain that the Company will exercise that option. Operating lease
expense is recognized on a straight-line basis over te lease term

The Company applies lease modifications that change the confractual terms and conditions of a lease, that were not part of the

original lease, and grants additional right of use with a price consistent with the market, as a new lease.
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Gooadwill

Goodwill represents the excess of the purchase price of a business comrbination over the fair value of the net assets acquired.

Goodwill is notamoriized butis evaluated annually for impairment at the reporting unitlevel or when indicators of a potential impairment are
present Goodwill impairment tesing requires significant judgment and management estimates, including, but not limited to, the
determination of (i) the number of reporting unis, (ii) the goodwill and other assefs and liabiliies to be allocated to the reporting units and
(iii) the fair values of the reporting units. The Company performs a quanitaiive assessment of goodwill for impairment on an annual basis
during the third quarter of each year, which would consist prirr'arilt% of a discounted cash flow analysis to determine the fair value of the
reporiing units goodwill. In additon, the Company incorporates other significantinputs to its fair value calculations, indluding discount rate
and market muliples, to reflect current market conditions. Between annual tests, a qualitative assessment whenever events or changes in
areumstances indicate that the carrying amount may notbe recoverable. If these interim qualitaive factors were to indicate that itis more-
likely-than-not that the fair value of the reporting unitis less than its carrying value, the Company would then performa quanitatve
assessment To the extent the carrying amount of the reporting units allocated ﬁoodwill exceeds te units fair value, the Company
recognizes an impairment of goodwill for the excess up to the amount of goodwill of that reporting unit

Fair Value of Financial Instruments

The Company’s financial instruments include cash and cash equivalents, restricted cash, investments in marketable securities,

accounts receivable, and accounts payable. The carrying amounts for these financial instruments reported in the Consolidated Balance
Sheets approximate their fair values. See Note 5, “Investments and Fair Value Measurements,” for turther discussion related o fair value.
Revenue Recognition

Revenues are recognized when control of the promised goods or services is transferred to the Company’s custommers, in an amount

that reflects the consideration the Company expects to be entiied to in exchange for those goods or services. Performance obligations are
identiied and the total ransaction price is allocated to the performance obligations at execution of the confract

The Corrgany’s ayment terms vary based on the credit risk of its customer. For certain customer types, the Company requires

payment before the products or services are delivered to the customer. The Company 'ﬁen’oms an evaluation of customer credit worthiness
on an individual contract basis to assess whether collectability is reasonably assured at the inception of the contract As part of this
evaluation, the Company considers many factors about the individual customer, including the underlying financial strength of the customer
and/or parinership consorumand the Company’s prior history or industry-specific knowledge about the customer and its supplier
relationships. For smaller projects, the Company requires the customer o remit payment generally within 30 to 60 days after product
delivery. In some cases, if credit worthiness cannot be determined, prepaymentor other security Is required.

Sales commissions are expensed as incurred when product revenue is earned. These costs are recorded within sales and marketing
expenses.

Arrangements with Multiple Performance Obligations and Termination for Convenience

The Company’s contracts with customers may include multiple performance obligations. For such arrangements, the Company

allocates revenue to each performance obligaion based on ifs relafive stand-alone selling price. The Company generally determines stand-
alone selling prices based on stand-alone observable sales fo customers.

With respect to termination, the Company does not have the ability to cancel the contract for convenience. In general, customers can
cancel for convenience upon the payment of a termination fee that covers costs and profit

Practical Expedients and Exemptions

The time period between when the Company transfers control of products to the customer and the payment for the productsis, in

general, less than one year and, therefore, fhe practical expedient with respect to a financing component has been adopted by the Company.
With respect o taxes, the Company has made the policy election to exclude taxes fromthe measurement of the transaction price.
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The Cormpany does not disclose the value of unsatisfied performance obligations for (i) contracts with an original expected length of

one year or less; and (ii) confracts for which the Company recognizes revenue at the amount to which the Company has the right to invoice
for services performed.

Contract Costs

The Company recognizes the incremental cost of obtaining contracts as an expense when incurred if the amortization period of the

assets that the Company otherwise would have recognized is one year or less. The costs of obtaining contracts are included in sales and
markefing expenses.

Product and Service Revenue Recognition

A contractis established by a writien agreement (executed sales order, executed purchase order or stand-alone contract) with the
customer with fixed Jaricing, and a credit risk assessmentis completed prior to the signing of the agreement to ensure that collectability is
reasonably assured.

The Company adheres fo consistent pricing in the stand-alone sale of producis and services. Performance obligations consist of

delivery of products, such as the Company’s PXs, hydraulic turbochargers, purmps and spare parts. Service obligations, such as
cormissioning, which are not material, are deferred as contract liabiliies until the services are performed.

The transfer of control for the Conpany’s products follows transfer of fite which typically occurs upon shipment or delivery of the
equipment in accordance with International Commercial Terms (commonly referred to as “incoterns”). The specified product performance
criteria for the Company’s products pertain to the ability ofthe Company’s product to meet s published performance specificaions and
warranty provisions, which the Company’s products have demonstrated on a consistent basis. This factor, combined with historical
performance metrics, provides the Company’s management with a reasonable basis to conclude that the products will perform satisfactorily
upon commissioning of the plant Installation is relatively simple, requires no customization, and is performed by the customer under the
supervision of the onﬁany‘s personnel. Based on these factors, the Conﬁany concluded that performance has been completed upon
shipment or delivery when ftle ransfers based on the shipping terms, and that product revenue is reoo?nized ata pointin time.

The Company does not provide its customers with a right of product refurn; however, the Company will accept returns of products that
are deemed 0 be damaged or defective when delivered that are covered by the terms and conditions of the product warranty. Product
warranty is provided consistent with the industry and is considered to be an assurance warranty, nota separate performance obligation.
Productreturns and warranty charges have notbeen material.
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For large projects, stand-alone contracts are uilized. For these contracts, consistent with industry practice, the Company’s customers
tyﬁicall require their suppliers, including the Company, to accept contractual holdback provisions (also referred to as a retention paymeng
whereby the final amounts due under the sales contract are remitted over extended periods of ime or alternatvely, stand-by letters of credit
are issued. These retention payments are generally 10% or less of the tofal contract amountand are due and payable based upon the
contractual milestone biling, generally between 24 to 36 months from the date of product delivery. These retention payments wi
performance conditions are recorded as contract assets and align with the product warranty period. Given that they are not material in the
context of the contract, they are not considered to be a financing component.

Shiréping and handling charges billed to customers are pass-trough from the freight forwarder to the customer and are included in
productrevenue. The costof shipging to customers is included in product cost of revenue.

Contracts are sometimes modified for a change in scope or other requirements. The Company considers contract modificaions to

exist when the modification either creates new or changes the exisfing enforceable rights and obligations. Any subsequent contract
modifications are analyzed to determine the freatment of the contract modification as a separate contract, prospecvely or through a



cumulative catch-up adjustment

Warranty Costs

The Cormpany sells products with a limited warranty for a period ranging from 18 months to five years. The Company accrues for

warranty cosfs based on estimated product failure rates, historical actvity, and expectations of fulure costs. Periodically, the Company

evaluates and adjusts the warranty costs to the extent that actual warranty costs vary from the original esfimates.

Stock-based Compensation

The Company measures and recognizes stock-based compensation expense based on the fair value measurement for all stock-

based awards made o its employees, non-employee consultants and directors, including restricted stock units (‘RSUS”), performance

restricted stock units (“PRSUs’) and incentive stock options over the requisite service period (typically the vesiing period of the awards). The

fair value of RSUs and PRSUs is based on the Company’s common stock price on the date of grant The fair value of stock options is

calculated on the date of grant using a Black-Scholes (also referred to as the “Black-Scholes-Merton”) model, which requires a number of

complex assumptions including the expected life to exercise a vested award based upon the Corrpany’s exercise history, expected volatii

based uﬁon the Company’s historical stock prices, risk-free interest rate based upon the U.S. Treasury rates, and the Company’s dividen:

{ield. The estimation of awards that will ulimately vest requires judgment, and o the extent that actual resulfs or updated estimates differ
omthe Company'’s current estimates, such amounts are recorded as a cumulative adjustmentin the period in which the estimates are

[)evisgd. Seg Note 12, “Stock-based Compensation — Fair Value Assunptions,” for further discussion of fair value measurements of stock-
ased awards.

Foreign Currency

The Company’s reporting currency is the U.S. dollar. The functional currency of the Company’s foreign subsidiaries is their respective

local currencies. The assetand liability accounts of the Company’s foreign subsidiaries are franslated from their local currencies at the rates

in effect on the balance sheetdate. Revenue and expenses are franslated at average rates of exchange prevailing during the period. Gains

and losses resuling from the translation of the Company’s subsidiary balance sheefs are recorded as a component of accumulated other

comprehensive income (loss). Gains and losses from foreign currency transactions are recorded in other income (expense) in the

Consolidated Statements of Operafions.
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Income Taxes
Currentand non-current tax assets and liabilities are based upon an estimate of taxes refundable or payable for each of the
jurisdictions in which the Company is subject to tax. In the ordinary course of business, there is inherent uncertainty in quantifying income tax
positions. The Company assesses income tax posiions and records tax benefits for all years subject o examinaion based upon the
Company'’s evaluation of the facts, circumstances, and information available at the reporting dates. For those tax posiions where itis more
likely than not that a tax benefit will be sustained, the Company records the largest amount of tax benefit with a greater than 50% likelihood of
being realized upon uliimate setilement with a taxing authority tat has full knowledge of all relevant information. For those income tax
%sinons where itis not more likely than not that a tax benefit will be sustained, no tx benefitis recognized in the financial statements.

en applicable, associated interest and penalties are recognized as a component of income tax expense. Accrued interest and penalties
are included within the related tax asset or liability on the Consolidated Balance Sheets.
Deferred income taxes are provided for ttmporary difierences arising from differences in bases of assets and liabilifies for tax and
financial reporting purposes. Deferred income taxes are recorded on temporary differences using enacted tax rates in effect for the year in
which the temporary difierences are expected to reverse. The effect ofa change in tax rafes on deferred tax assefs and liabiliies is
recognized in income in the period that includes the enactment date. Deferred fax assets are reduced by a valuation allowance when, in the
opinion of management, itis more likely than not that some portion or all of the deferred tax assets will not be realized. Significant judgment
is required in determining whether and to what extent anY valuation allowance is needed on the Company’s deferred tax assefs. In makin,
such a determination, the Company considers all available positve and negative evidence including recent results of operations, schedule:
reversals of deferred tax liabiliies, projected future income, and available tax planning strategies. See Note 8, “Income Taxes,” for further
discussion of tax valuation allowances.
The Company’s operations are subject o income and fransaction taxes in the U.S. and in foreign jurisdictions. Significant estimates
and judgments are required in determining the Company’s worldwide provision for income taxes.” Some of these estimates are based on
interprefations of existing tax laws or regulaions. The ulimate amount of tax liability may be uncertain as a result
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Recently Adopted Accounting Pronouncement

In Decerrber 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvement to Income Tax Disclosures

(“ASU 2023-09"). ASU 2023-09 was issued to enhance the fransparency and decision usefulness of income tax disclosures. ASU 2023-09
is effective for annual periods beginning after December 15, 2024 (i.e., the Company’s 2025 Annual Report) on a prospecve basis; however,
retrospecive application is permitied. In addition, early adoption is permitied. On December 31, 2025, the Company adopted ASU 2023-09
prospecﬁveI%_and has applied the disclosure requirements o the period ended December 31, 2025 presented in the consolidated financial
statements. The Company has evaluated the impact of the adoption of ASU 2023-09 on its consolidated financial statements and

disclosures, and has determined that the adoption of this guidance will only impact disclosures, with no material impact on the Company’s
results of operations, cash flows, or finandial conditon. See Note 8, “Income Taxes,” for further discussion of the Company’s income taxes.
Recently Issued Accounting Pronouncements Not Yet Adopted

In October 2023, the FASB issued ASU 2023-06, Disclosure Agreements - Codification Amendments in Response to the SEC’s

Disclosure Update and Simpilification Initiative (“ASU 2023-06"). The amendments in ASU 2023-06 will impact various disclosure areas,
including the statement of cash flows, acoounting changes and error corrections, earnings per share, debt, equity, derivaiives, and ransfers
offinancial assefs. The amendments in ASU 2023-06 will be effective on the date the related disclosures are removed from Regulation S-X
or Regulation S-K by the Securities and Exchange Commission (the “SEC”%, and will no longer be efiective if the SEC has not removed the
applicable disclosure requirement by June 30, 2027. Early adoption is prohibited. The Company has evaluated the impact of the adoption of
ASU 2023-06 on its consolidated financial statements and disclosures, and has determined that the adoption of this guidance will not

materially impact the Company’s current disclosures. In addition, the Company believes the adoption of ASU 2023-06 will nothave a

material iImpact on results of operations, cash flows, or financial condition.

In November 2024, the FASB issued ASU 2024-03, “Income Statement - Reporting Comprehensive Income - Expense

Disaggregation Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses” (“ASU 2024-03"). ASU 2024-03 is intended
to require more detailed disclosures about specified categories of expenses (including employee compensation, depreciation, and
amortization) included in certain exgense captions presented on the face of the income statement ASU 2024-03 is effective for fiscal years
beginning after Decermber 15, 2026 (i.e., the Company’s 2027 Annual Report), and for interim periods within fiscal years beginning after
December 15, 2027. Early adoption is permittied. The amendments may be applied either (1) prospectively to financial statements issued for
reporting periods after the effective date of ASU 2024-03 or (2) retrospectively to all prior periods presented in the financial statements. The
Company is evaluatin%lhe potential impact of this adoption on the consolidated financial statements and related disclosures.

In July 2025, the FASB issued Accounting Standards Update 2025-05, Measurement of Crediit Losses for Accounts Receivable and
Contract Assets (“ASU 2025-05"). ASU 2025-05 provides a praciical expedient for measuring expected credit losses on current accounts
receivables and confract assets by assuming tat conditions at the balance sheet date remain unchanged over the life of the asset ASU
2025-05 is effective for annual reporting periods beginning after December 15, 2025 (i.e. the Cor;\pany‘s 2026 Annual Report), and interim
periods within those years, with early adoption permitied. The Company believes the adoption of ASU-2025-05 will not have a material
impact on results of operations, cash flows, or financial condition.

In Decerrber 2025, the FASB issued Accounting Standards Update 2025-11, Interim Reporting (Topic 270): Narrow-Scope
Improvements (S“ASU 2025-11"), which clarifies the guidance in Topic 270 to improve the consistency of interim financial reporﬁrljg. ASU
2025-11 provides a comprehensive list of required interim disclosures and infroduces a disclosure principle requiring entiies o disclose
events subsequent fo the end of the last annual reporting period that have a material impact on the enfity. ASU 2025-11 is eflective for fiscal
years beginning afier December 15, 2027 (i.e. the Company’s 2028 Annual Report), including interim periods within those fiscal years, with
ealrl g%q&gon permited. The Company is evaluating the potential impact of this adoption on the consolidated financial statements and

related disclosures.
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Note 2 — Revenue

Disaggregation of Revenue

The Corma(r:?/ classifies its channel customers as follows:

*Megaproject (“MPD”). MPD customers are major firms that develop, design, build, own and/or operate large-scale desalination
plants or projects. Revenues from projects generally exceed $1.0 million and the MPD project fimeline between project tender
and shipmentare generally up to 36 months; however, from ime-to-time, may exceed 36 months.

-Original Equipment Manufacturer (“OEM’). In addition o the type of customers listed below, revenues from projects generally
are $1.0 million or less and the OEM project imeline from project tender to shipment generally ranges fromone to 16 months;
however, from fime-to-ime, may exceed 16 months.

oWater. OEM customers are companies that supply equipment, packaged systems, and various operating and

maintenance soluions for small to mediuntsized desalination plants, utiized by commercial and industrial

entties, as well as national, state and local municipaliies worldwide.

oEmerging Technologies: OEM customers include direct sales to commerdial or industrial customers, such as

supermarket chains, cold storage faciliies, and other industrial users. Also, included are sales to

intermediaries, such as refrigeration systeminstallers or refrigeration original equipment manufacturers.

«Aftermarket (“AM”). AM customers are desalinaion plant owners and/or operators who can uilize the Company’s technology to
upgrade or keep their plant running. AM revenue includes sales of spare parts, repair services, field services and various
commissioning actvities.

The following table presents the disaggregated revenues by segment, and within each segment, by geographical market based on the
y channel customers. Sales and usage-based taxes are excluded fromrevenues. See Note 9,

customer “shipped o’ address, and
“Segment Reporfing,” for further discussion related to the Company’s segments.

(Inthousand)
Geographical market
Midde East

Afiica

Other

Totdl
revenue

Channel
Megaproject
Oﬁg;?em
%‘vhcllmr
Aftermerket

Toidl
revenue

Contract Assets

Years Ended December 31,

2025

Water Emerging . Total

Techriologies

$ 63084 § 2 $ 63178
15,010 — 15,010
51,608 19 51,801

$ 4@ $ 285 § 13497

$ &8 $ —§ 828
31,748 12 31,940
20,009 B 20,162

$ 1 $ 285§ 134,987
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The Company records unbilled receivables as confract assets, which are included in prepaid expenses and other assets on the
Consolidated Balance Sheets. The following table presents the change in contract asset balances during the r;:ported gggiods.
‘ears

Ended December 31,
2025 2024
(Inthousarcs)
Contract assefs balance, beginning of year $ 276 $ 52
Transferred to trade receivables (2776) (59
Additions to contract assets, excluding amounts fransferred to frade receivables during the year 1,647 2776
Contract assets balance, end of year $ 1647 $ 2776

Contract Liabilities
The Company records contract liabilities, which consist of custormer degosis and deferred revenue, when cash payments are
received In advance of the Company’s performance. The following table presents the change in confractliability balances during the reported

periods.

Years Ended December 31,

2025 2024
(Inthousands)
Contract liabilities, beginning of year $ 51 § 1,187
Revenue recognized (290 (1,089
Cash received, excluding amounts recognized as revenue duing the year 765 49
Contract lihilities, end of year $ 109§ 571

Remaining Performance Obligations
As of December 31, 2025, the following table presents the revenue thatis expected to be recognized related to performance
gt;ﬁg;}ions that are unsatsfied or partially unsatisfied.

|

Remaining
Obligations.
(Inthousards)
206 10,374
2021 6,587
Toal $ 16,%1
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Note 3 — Net Income Per Share

Netincome 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 netincome per share, res%ecﬁvely. Qutstanding stock options to purchase
common shares, unvested RSUs, and unvested performance restricted stock units (“PRSUS”) are collectively referred to as “equity awards.”



*Basic net income per share is computed using the weighted average number of common shares outstanding during the period.
*Diluted net income per share is computed using the weighted average number of common and potentally diluve shares
outstanding during the period, using the treasury stock method. Any ant-dilufive effect of equity awards outstanding is not
included in the computation of diluted netincome per share.

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

Years Ended December 31,

2025 2024 2023
(Inthousands, except per share anounts)
Numerator
Netincome $ 2% $ 800 $ 21,54
Denominator (weighted average shares)
Basic common shares ouistanding 53,802 57,213 56,444
Stock options 189 30 1,061
RSUs 167 29 245
Diluted common shares outstanding 4,158 57,82 57,740
Net income per shere
Basic $ 043 $ 040 $ 0.38
Diluted $ 042 § 040 $ 0.37

The following table presents the equity awards that are excluded fromdiluted netincome per share because (i) their efect would have
been ant-diluve, or (ii) the equity awards were confingent upon conditions for issuance which were not satisfied as of December 31, 2025.
See Note 12, “Stock-based Compensation” for additional information.

Years Ended December 31,

2025 2024 2023
(Inthousands)
Anti-diluive equity award shares 1,285 1,04 30
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Note 4 — Other Financial Information

Cash, Cash Equivalents and Restricted Cash

The Consolidated Statements of Cash Flows explain the changes in the total 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 followin([; fable presents a
reconciliaion of cash, cash equivalents and restricted cash, reported for each period within the Consolidated Balance Sheets and the
Consolidated Statements of Cash Flows that sum o the total of such amounts.

December 31,

2025 2024 2023

(nthousancs)
Cash and cash equivaents $ 48076 $ 067 $ 63,08
Restricted cash, non-current (included in ather assets, non-curren) — 130 127
Totdl cash, cash equivalents and restricted cash $ 48076 $ 0757 § 68,225

Allowance for Doubtful Accounts
The following table presents the allowance for doubtful accounts acfvities.



(Inthousand)

Balance, beginning of year

Changes toreserves (1)

Callection of specific reserves and uncallectible accounts writien off, net of recoveries
Balance, end of year

(cenera and specific reserves cherged fo expense.
Inventories, net

Raw meterials

Work in process

Finished goods

Inventories, gross

Valuation adjustments for excess and obsalete invertory
Invertories, net

Property and Equipment
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Machinery and equipment

Leasehald improvements

Sofware

Office equipment, fumiture, and fixtres
Automobles

Consfruction in progress

Totl property and equipment

Less: Accumulated depreciation and amortization
Total property and equipment, net

(Inthousands)
Depreciation and amortization expense
Goodwill

Years Ended December 31,

2025 2024 2023
$ 21 $ 138 $ 148
14 26 73
= (13 &)
$ 3B $ 21 $ 138
December 31,
2025 2024
(Inthousands)
$ 8200 $ 882
6,270 6417
10,768 10,463
25,327 25,709
(1,067) (803)
$ %% 3 24,906
December 31,
2025 2024
(Inthousancs)
$ 20688 $ 20718
19,797 19419
1,8% 1,8%
3,009 2930
416 47
215 139
55,00 54518
(42,086) (39,004
$ 2% § 15,424
Years Ended December 31,
2025 2024 2023
$ 37 $ 4066 $ 4102

Goodwill is tested for impairment annually in the third quarter of the Company’s fiscal year or more frequently if indicators of potential
impairmentexist The Company monitors the industries in which it operates and reviews ifs business performance for indicators of potential
impairment  The recoverability of goodwill is measured at the reporhr}%) unitlevel, which represents the operating segment  The carrying

i

amount of goodwill as of December 31, 2025 and 2024 was $12.8 million.

On July 1,2025, the Company esfimated the fair value ofits reporting units using the discounted cash flow a‘)proach and market
approach. The forecast of future cash flows, which is based on the Company’s best estimate of future net sa

based primarily on expected cate?ory expansion, pricing, market segment, and general economic condions. The Company incorporates
other significant inpufs to its fair value calculations, including discount rate and market mulfiples, o reflect current market condifions.

les and operating expenses, is

a

result, the analysis performed indicated that the fair value of each reporting unit, thatis allocated goodwill, significanty exceeds its carrying

value, and therefore, no impairment charges were recorded.
Accrued Expenses and Other Liabilities



December 31,

2025 2024

(inthousands)
Accrued expenses and ather liabilities, curent
Payrall, benefits, incentives and commissions payable $ 6683 $ 10,179
Warranty reserve 205 1,00
Restruciuring accrual — 2476
Income taxes payable 2401 A7
Other accrued expenses and other liabilities 2381 3036
Total accrued expenses and other ligbilites 11,670 17,728
Other liailities, non-current 1,010 57
Tot accrued expenses, and curmrent and non-current other liabilities $ 2740 § 17,785
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Restructuring

During the fourth quarter of fiscal year 2024, the Company implemented a resfructuring plan which included reductions primarily within

the function, in order to lower the Corr'paan operaiing cost structure, and to position the Company for profitable growth. The Compan
recorded a restruciuring charge of approximately $2.8 million in total, of which $0.3 million was recorded during the year ended December 31,
2025. The tofal restructuring charge recorded relates to severance and benefits, including reemployment assistance, for 38 terminated
employees, which was approximately 15% of the Company’s workforce. The restructuring plan was complete as of December 31, 2025. All
expenses associated with the Company’s restructuring plan are included in “Resfructuring charges” in the Consolidated Statements of

Operations.
Segment Corporate Total Expense
Water Emerging
Techriology
(Inthousands)
Amount recognized in 2024 1,147 82 497 2476
Amourt recagnized in 2025 106 47 161 313
Total restructuring expenses recognized $ 152§ 89 $ 68§ 2789
The following table presents the change in the Company’s restructuring accrual balances during the year ended Decerrber 31, 2025:
Severance and
Benefits
(In thousands)
Balance, as of December 31, 2024 $ 2476
Restructuring provision, net of adjustments 313
Cash pad 2789
Baance, as of Decerrber 31, 2025 $ —

Accumulated Other Comprehensive sLoss) Income

There were no redassifications of amounts out of accumulated other comprehensive (loss) income for the years ended December 31,

2025 and 2024, as there have been no sales of securities or franslation adjustments that impacted other comprehensive income (loss) during
these periods. For the year ended December 31, 2023, there was $3.0 million of securities sold and the reclassification to other
corrprehensive income (loss) was immaterial.

The tax impact of the changes in accumulated other comprehensive (loss) income for the years ended December 31, 2025, 2024 and

2023, was not material.

Advertising Expense

Advertising expense is charged to operations during the year in which itis incurred. Total advertsing expense was not material for

the years ended December 31, 2025, 2024 and 2023.
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Note 5 — Investments and Fair Value Measurements
Available-for-Sale Investments

The dassification of available-for-sale investments on the Consolidated Balance Sheets and definiion of each of these classifications

are presented in Note 1, “Descripion of Business and Significant Accounting Policies - Significant Accounting Policies,” subsections “Cash
and Cash Equivalents” and “Short-termand Long-term Investments.”

Expected maturiies can differ from contractual maturities because borrowers may have the right to prepay obligations without

prepaYment penaliies. The Company generally holds available-for-sale investments until maturity; however, from fime-to-time, the Company
may elect to sell certain available-for-sale invesiments prior to contractual maturity.

Fair Value of Financial Instruments

The Company follows the authoritative guidance for fair value measurements and disclosures that, among other things, defines fair

value, establishes a consistent framework for measuring fair value, and expands disclosure for each major assetand liability category
measured at fair value on either a recurring or nonrecurring basis. Fair value is defined as an exit price that would be received fo sell an
asset or paid fo ransfer a liability in an orderly transaction between market participants. As such, fair value is a market-based measurement
that should be determined based on assumptions that market participants would use in pricing an asset or liability.

Al of the Company’s financial assefs and liabiliies are remeasured and reported at fair value at each reporting period, and are

dassified and disclosed in one of the following three pricing categor levels:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilites;

Level2 — Inputs other than quoted prices included within Level 1 thatare either directly or indirectly observable; and

Level 3 — Unobservable inputs in which litle or no market acivity exists, thereby requiring an entity to develop its own

assurrf)ﬁons that market partcipants would use in pricing.

The following table presents the Company’s financial assefs measured on a recurring basis by contractual maturity, including pricing
category, amorfized cost and fair value. Gross unrealized gains and losses were not material for the periods presented. As of December 31,
2025 and December 31, 2024, the Company had no financial liabilites and no Level 3 financial assebtz.r

31, 2025 December 31, 2024
Pricin Amortized  Fair Amortized  Fair
Category Cost Value Cost Value
(Inthousands)

Cash equivalents
Money market securities levdl § 125 § 1125 $§ 250 § 250
U.S. treasury securities Level 2 12962 12,956 — —
Tot cash equivaents 24177 24,180 2530 2530
Short-term investments
U.S. treasury securities Level 2 13618 13640 20,303 20,345
Corporate notes and bonds Level 2 13,505 13,533 21,9% 28047
Tod shorteminvestments 21123 21173 48298 483%2
Long-term investments
U.S. treasury securiies Level 2 1,989 1,97 99 1,000
Corporate notes and bonds Level 2 6,038 6,063 18,983 19,035
Municipal and agency notes and bonds Level 2 — — 1,79 1,797
Totd longferm investments 7,997 8,034 21,781 21,82
Tot short and long-term investments 3,120 36,207 70,019 7024
Toel § 297 § 5037 § 2650 § 284
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The Company monitors its investments for impairment. It was determined that unrealized gains and losses included in
accumulated other comprehensive (loss) income at December 31, 2025 and 2024, were temporary in nature, because the changes in market
value for these securities resulted from iluduaﬁnf; interest rates, rather than a deterioration of the credit worthiness of the issuers.
Gross unrealized losses on the available-for-sale securities that have been in a confinuous unrealized loss position were not material as of
December 31, 2025 and 2024.
Sales of Available-for-Sale Investments
The following table presents the sales of available-for-sale investments.

Years Ended December 31,
2025 2024 2023
(nthousanc)
Corporate notes and bonds $ ) — 9 2%

Realized losses on sales of securiies were immaterial during the year ended Decerrber 31, 2023.

Energy Recovery, Inc. | 2025 Annual Report (Form10-K) | 69
Table of Conterts

ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 6 — Lines of Credit

Credit Agreement

The Company entered into a creditagreement with JP(Morgan Chase Bank, N.A. (*JPMC") on December 22, 2021 (“Credit

Agreemenf’%. The Credit Agreement, which will expire on Decerrber 21, 2026, provides a commitied revolving credit line of $50.0 million. In
January 2026, the Company amended the Credit Agreement with JPMC 1o extend the termination date from Decerber 21, 2026 to January
21, 2031. See Note 13, "Subsequent Events," for further information. The Credit Agreement requires the Company to conply with various
covenants, including among other things, financial covenants to 1) maintain a leverage ratio of consolidated net debt to adjusted earnings
before income taxes, depreciation and amortization (“adjusted EBITDA”), not to exceed 3.0 to 1; and 2) limit annual capital expenditures.
The Credit Agreement allows the Company to, among other things, make distributions to shareholders, repurchase ifs stock, incur other debt
or liens, or acquire or dispose of assets provided thatthe Company conplies with certain requirements and limitations set forth in the Credit
Agreement The unused portion of the creditline is subject to a fee equal 1o 0.20% per annummulplied by the amount of such unused

porton.

On July 15, 2022, the Company and JPMC agreed o a modification of the Credit Agreement g“First Amendment’) to change the

indicated reference rate fromte London Interbank Offered Rate (also referred fo as “LIBOR”) to the Secured Overnight Financing Rate (also
referred fo as “SOFR”). Changes in the Credit Agreement reference rate to SOFR did not materially change the provisions defined in the



original Credit Agreement nor did this change materially aflect he Corpany’s financial statements. During Septermber 2023, he Company

and JPMC amended the Credit Agreement (the “Second Amendment’) to only increase the maximum allowable letiers of credit (“LCs”) credit

line component from $25.0 million to $30.0 million. No other components or features under the Credit Agreement (including the First

Amendment dated July 15, 2022) were amended. As of December 31, 2025, the Company was in compliance with all covenants under the

Credit Agreement

Revolving Loans

Revolving'rloans under the Credit Agreement may be in the formof 1) a base rate loan that bears interest equal o (a) the greater of

the Wall Street Journal prime rate and (b) the sum of (i) one-month reserve adjusted SOFR and (ii) 2.50%, plus an applicable margin of

0.25% or 0.50%, subject to the Company'’s fotal leverage ratio, or 2) a Eurodollar loan that bears inferest equal to the sumof he reserved

adjusted SOFR rate for an interest period elected by the Cormpany, plus an applicable margin of 1.25% or 1.50%, based upon the Cormpany’s

total leverage ratio. The Company may request loans up to the lower of a maximum exposure of $50.0 million or the amounts of unused

credit under the Credit Agreement  The unused portion of the credit facility is sut])%':ectto a facility fee in an amount equal t 0.20% per annum

of the average unused portion of the revolving line. Atthe election of the lender following an event of default, the loans shall bear the

2forenenﬁct)ned interest rate plus an additonal 2%. As of December 31, 2025, there were no revolving loans outstanding under the Credit
greemen ]

Letters of Credit

Under the Credit Agreement, the Conpany is allowed to request LCs up to the lower of a maximum exposure of $30.0 million or the

amounts of unused credit under the Credit Agreement  The Credit Agreement does not require any cash collateral when LCs are issued;

however, atthe election of the lender following a default, the lender may require the Company to deposit cash in an amount equal o 103% of

the LCs exposure. LCs are subject to customary fees and expenses for issuance or renewal, and all disbursements are subject to the same

interest rate provision as noted irecﬂJ above under Revolving Loans. LCs are limited to a termof one year, unless extended. Under the

LCs component, the Company uiized $20.4 million of the maximum allowable credit ine of $30.0 million, which includes newlél issued LCs,

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

previous Loan and Pledge Agreement with Cibank, N.A. which are guaranteed under the Credit Agreement These LCs had a weighted

averalge remaining life of approximately 19 months.

As of December 31, 2025 and 2024, the Company had $20.4 million and $15.7 million outstanding LCs and SBLCs issued by the

Company o its customers related to product warranty and performance guarantees.
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Note 7 — Commitments and Contingencies

Operating Lease Obligations

The Company leases office, warehouse and manufaciuring faciliies under operating leases in San Leandro, CA, Tracy, CA and Katy,

|TX tha|1|t %ﬁpﬁire on various dates through fiscal year 2030. The following table presents a summary of operating lease, right of use assets and

ease liabiliies.

The following table presents Oer'al-i'ﬂ facts regarding the Company’s material property leases.
rpose

Location gggta;ge Expiration o &tégg 'tzt))
San Leandro, Califomia Headquarters, R&D and menufacturing 171,000 December-228 1/ 5years
Tracy, Cdlifomia Manufacturing and warehouse 4,429 Apil-2030 1/5years
Kaly, Texas Sublease 221,20 December-229 2/ 5years

“Month-Year of original lease ex piration.

“Number of renewal option(s) / Number of year(s) per renewal option.

Sublease

On March 10. 2025. the Companv entered info an aareement to sublease its Katy, Texas operating lease. The sublease commenced

on March 10, 2025 and will expire on December 31, 2029. The sublease is classified as an operating lease and has a remaining lease term

of4.0 years as of December 31, 2025. Sublease income was immaterial during the year ended Decerrber 31, 2025 and is recorded as a

reduction of lease expense in general and administrative within the Company’s Consolidated Statements of Operations.

The Company considered the sublease to be an indicator of impairment of the original lease. The Company compared the

undiscounted cash flows from the sublease to the carrying value of the Katy, Texas operating lease, which included the associated right-of

use assetand leasehold improvements. The Company concluded that the carrying value was not recoverable as it exceeded the estmated

undiscounted cash flows.

The Company calculated the impairment charge by oonﬁ)aring the carrying value of the Katy, Texas operafing lease to ifs fair value,

which was calculated based on the net discounted cash flows associated with the sublease. The Company recorded a fotal impairment

charge of $0.4 million during the year ended Decerber 31, 2025, of which $0.2 million and $0.2 million was recorded against the right-of-use

assetand the associated leasehold improvements, respectively. The allocation of the impairment charge was based on the relative carrying

\C/)alue %)f the assefs. The impairment charge was recorded in general and administrative within the Company’s Consolidated Statements of
erations.

The following table presents operating lease acivities related to all leased properties.


https://www.sec.gov/Archives/edgar/data/1421517/000142151722000122/ex10.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151722000122/ex10.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151722000122/ex10.htm

Years Ended December 31,

2025 2024 2023
(Inthousand)
Operating lease expense $ 2603 $ 2511 $ 2571
Cash payments 2,759 2812 2530
The following table presents other information related to outstandina operafing leases as of December 31, 2025.
Weighted average remaining lease tem 35years
Weighted average discount rate 7.0%
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As of December 31, 2025, the following table presents the minimum lease payments by year under noncancelable operating leases,
exdlusive of execution coss.

Year Lease Liabilities
(Inthousands)

202 $ 3016
207 3107
208 3201
209 1,070
2000 211
2031 and thereafier —
Total future minimum lease payments 10,605
Less imputed lease interest (1,176)
Totdl lease liabilies $ 94
Warranty
The following table presents the changes in the Company’s accrued product warranty reserve.

Years Ended December 31,

2025 2024 2023
(nthousarck)
Warrarty reserve belance, beginning of year $ 100 $ 1067 § 98
Warrarty costs charged o cost of revenue 370 490 515
Utlization cherges against resarve (160) (1) @
Release of acorual related o expired warranies (1,09) (206) (34)

Waranty reserve balance, end of year $ 2 $ 100 $ 1,057
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Guarantees

The Commpany enters info indemnification provisions under its agreements with other companies in the ordinary course of business,

typically with its customers. Under these provisions, the Company generally indemnifies and holds harmless the indemnified party for losses
suffered or incurred by the indemmified party as a result of the Company’s aciivities, generally limited to personal inljury and property damage
caused by the ConBany’s enployees ata customer’s plant, and in proportion to the employee’s percentage of fault for the accident
Damages incurred for these indemnifications would be covered by the Company’s general liability insurance to the extent provided by the
policy limtations. The Company has notincurred material costs to defend lawsuits or setle claims related to these indenmification
agreements. As a result, the esfimated valuation of the potentil liability arising from these agreements is not material. Accordingly, the
Company recorded no liabilifes for these agreements as of December 31, 2025 and 2024.

In certain cases, the Company issues product warranty and performance guarantees fo its customers for amounts generally equal to

10% or less of the total sales agreement to endorse the execution of product delivery and to the warranty of design work, fabrication and
operating performance of the Company’s devices. These guarantees are generally LCs thathave a weighted average life atinception of 36
months. See Note 6, “Lines of Credit— Letiers of Credit,” for information related to LCs.

Litigation

From ime-to-time, the Company has been named in and subject fo various prooeedin?s and claims in connection with its business.

The Conpanyl_ rnaé in the future become involved in liigation in the ordinary course of business, indluding litgation that could be material to
its business. The Company considers all diaims, ifany, on a quarterly basis and, based on known facts, assesses whether potential losses
are considered reasonably possible, probable and estimable. Based upon this assessment, the Company then evaluates disclosure
requirements and whether fo accrue for such claims in its consolidated financial statements. The Con})any records a provision for a liability
when itis both probable that a 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 negofiations, setiements, rulings, advice of legal counsel and other
information and events pertaining to a parficular case. As of December 31, 2025, the Company was notinvolved in any lawsuits, legal
proceedings or claims that would have a material effect on the Company’s financial position, results of operations, or cash flows. Therefore,
there were no material losses which were frobable or reasonably esfimable and accordingly, the Company did not record a provision for
litgation as of December 31, 2025 and 2024.
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Note 8 — Income Taxes

The following table presents the Company’s U.S. and foreign components of consolidated income before income taxes and the

provision for income taxes.

Income before income taxes:
us.

Foreign

Total income before income taxes

Curent tax provision:
Federd

State

Foreign

Current tax provision

Deferred tax provision (benef):
Federd

State

Totdl deferred tax provision (benef)
Tot provision for income taxes
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Years Ended December 31,
225 224 223
(Inthousands)
$ 748 $ 568 $ 2,52
1 127 113
$ 755 $ 575§ 2705
$ 262§ 126 $ 1268
17 2 13
16 106 51
2865 1,3% 132
1,547 1619 (262)
21 (330) 131
1768 1,289 (131)
$ 468§ 2686 §$ 1,201

As discussed in Note 1, “Descrigﬁon of Business and Significant Accounting Policies”, the Company has elected to prospecive

adopt the guidance in ASU 202
in accordance with ASU 2023-09.

|
09. The following table presents a recondiliaion of income taxes computed at the statutory fed%ral income
tax rate to the effective tax rate implied by the accompanying Consolidated Statements of Operations for the year ended December 31, 2025



Amount Percent

U.S. federd taxes at statutory rate $ 57% 21%
State and local income tax, net of federal beneiitt 23 1
Foreign rate differentiel 5 —
Effect of cross-border tax laws

Foreign derived intangible income (1,853 (7)
Tax credits

Research & development tax credits (31 (1)

Changes in Vauation Allovances
Nontaxable or Nondeductible ltems

Stock-based compensation shortfalls 25 1
Nonrdeductible compensation 3 1
Other 114 1
Changes in unrecognized tax benefits @ —
Other 3 —
Provision for income taxes and effective tax rae $ 4638 1%

ICalifornia makes up the majority of state tax expense in this category.
The following table presents a reconciliation of income taxes computed at the statutory federal income tax rate to the effective tax
rate implied by the accompanying Consolidated Statements of Ogeraﬁons for the years ended December 31, 2024 and December 31, 2023

in accordance with the guidance before the adoption of ASU 2023-09.

Years Ended December 31,

2024 2023
U.S. federd taxes &t stautory rate 2% 2%
Stock-besed compensation 2 (1)
Nonrdeductible expenses 1 1
Research and Development Tax Credits @ ©
Valuation allowance @ —
Foreign derived intangible income © (10)
Eflective tex rate 10% 5
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The following table presents the components of the Company’s net deferred tax asset, which is presented in other assets, non-current
on the Consolidated Balance Sheets.



December 31,

2025 2024
(nthousarcs)

Deferred tax assefs:
Net operaiing loss carry forwards $ % 3 4%
Amortization of research and experimental expenditures 8,065 7,649
Accruds and reserves 3314 4549
Operdiing lease liabilities 2067 2474
Research and development, and foreign tax credt camy forwards 4,954 4,908
Totdl deferred tax assefs 18,8% 20,076
Veluation allowance (4,740) (4,425
Total deferred tax assets, net of valuation allowance 14,1% 15,651
Deferred tax ligbilities:
Depreciation on property and equipment (1,652 (2116
Right of use asset (1,679) (2110)
Other ® (&)
Goodwill (24%) (23%)
Totdl deferred tax liabilities (5,889 (6,647)
Net deferred tax asset $ 867 $ 9,004
Valuation Allowance
The following table presents the valuation allowance aciivities.

Years Ended December 31,

2025 2024 2023
(Inthousands)
Balance, beginning of year $ 44% $ 4600 § 4,185
Chenges to valuation dllowance 315 (175) 415
Balance, end of year $ 4740 $ 44% § 4,600

In asserﬁn_? the recoverability of deferred tax assets, the Conpany considers whether itis more likely than not that the assets will be

realized. The ulimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductble.

The Company assesses the available positive and negative evidence to estimate if suficient future taxable income will be generated

to use the existing deferred tax assefs. In making such a determination, the Company considers all available positive and negative evidence,
including recent results of operations, scheduled reversals of deferred tax liabiliies, projected future income, tax law updates, and available
fax planning strategies. A significant Biece of objective positive evidence evaluated was the cumulative profitincurred in the U.S.

On the basis of this evaluation, as of December 31, 2025, the Company continues o maintain a valuation allowance on its California
research and development (“R&D") credit carryovers of $4.7 million. In tax year 2024 California amended ifs tax laws to suspend the use of
net operafing loss carryovers of amounts over ¥1 .0 million for the 2024 to 2026 tax years. As a result of this amendment, the Company
recognized a deferred tax asset of California R&D credit carryovers of $0.2 million as of December 31, 2025. The Company will maintain a

valiatinn allmmanca nn ite ramainina Califarnia RN eradit rarrninvare haraiiea itic mnra likahs than nnt that tha Camnany \AIM ronfiniia tn
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On July 4, 2025, the One Big Beautiul Bill Act (“OBBB") was enacted by the U.S. federal government. The OBBB significantly
modified the income tax treatment of research and development costs, allows companies to elect 100% bonus deprecation on qualified
proFgerty as well as various aspects of foreign income, in each case as follows:
1) Research and Development Costs - The OBBB allows U.S. companies to elect o accelerate the deduction of the 2022 to 2024 year
capitalized domestic R&D cosfs or continue to amortize these capitalized R&D costs over the remainin%iax lives. The Company has elected
to continue to amortize the wé)italized domestic R&D costs over the rerminin%lives. In addition, the OBBB allows companies fo expense
versus capitalize domesiic R&D costs for tax purposes beginning with the 2025 year. Alternatively, conpanies can elect to continue to
gylpiialize domestic R&D costs. The Company will elect to continue to capitalize and amortize domestic R&D costs for U.S. federal income

X Urposes.
2) Bonus Depreciation — The OBBB allows U.S. companies to elect 100% bonus deprecation on qualified property acquired and placed in
service afler January 19, 2025. This allows the Company to accelerate tax depreciation on qualified property.
3) Foreign Income and Global Intangible Low Taxed Income g‘GILTI”) — The IRC Section 250 deduction on GILTI income was reduced from
50% to 40% for tax years beginning after December 31, 2025. In addition, the qualified business asset investment exemption was repealed.
Itis expected that this law change will have an immaterial impact to the Conpany.
4) Foreign Income and Foreign Derived Deduction Eligible Income (“FDDEI" (formerly Foreign Derived Intangible Income (“FDII")b)) -The
deduction was reduced from 37.5% of eligible income 1o 33.34% of eligible income for tax years beginning after December 31, 2025. In
addition, the 10% qualified business asset investment reduction has been eliminated for tax years beginning after Decerrber 31, 2025. e
expect that these changes will nominally raise the Company’s effective tax rate in future years.
The Company continues fo assert that the accumulated foreign earnings of its subsidiaries in Spain and Canada are permanenty
reinvested. Due to the U.S. Tax Cufts and Jobs Act (“Tax Act’) enacted in 2017, anK future repatriation of the earnings of its subsidiaries in
Spain and Canada would not be subject to U.S. federal income tax. The Corrpany has esfimated that the foreign withholding taxes and U.S.
state income taxes related o a potential future repatriaion of these earnings would be immaterial. The Company has evaluated the impact of
the global intangible low taxed income (“GILTI") and has concluded that the irr%actto the Company is immaterial.
The following table presents the Company’s California net operating loss carryforward.

Earljest Y December 31,
Expiration Year 2025 2024
(Inthousands)
Califomia 134 $ 682 § 6,82

Utlization of the California net operating loss carryforward may be sutéectb a substantial annual limitation due to the ownership
change limitaions provided by the California Revenue and Taxation Code which could resultin the expiration of the net operating loss
carryforward before ufiization. As of December 31, 2025, there are no ownership change limits on the utilization of the California net
%)%eraﬁng loss carryforward.

e following table presents the Company’s R&D credit by taxing authority, minimumtax f_rgjit and foreign tax credit b(:(':1rrr%forwards.

Earliest
Expiration Year 2025 2004
(Inthousands)
Califomia No Expiraion Date 6,271 6,098

Utilization of the credit carryforwards may be subject to a substantial annual limitaion due to the ownership change limitations
provided by the U.S. Internal Revenue Code (“IRC”) and similar California provisions. As of Decerrber 31, 2025, there are no ownership
change limis on the utiizaion of these net tax credit carryforwards.
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The following table presents the net cash paid by the Company for income taxes during the year ended December 31, 2025.

December 31,

2025

(Inthousarck)
Domestic
Federd $ 1,250
States 8
Foreign
Spain ]
China 51
Other 10
Tot cash peid for taxes, net of refunds $ 1,398

Accounting for uncertain tax positions is based on judgment regarding the Iargfest amount thatis greater than 50% likely of being
realized upon the uliimate sefilement with a taxing authority. The following table presents the aggregate changes in the balance of the gross
unrecognized tax benefs.

Years Ended December 31,
2025 2024 2023
(Inthousarcs)
Gross unrecogrized tax benefits, beginning of year $ 1862 $ 176§ 1,806
Addiions:
Curent year fax position 87 170 1%
Prior year tax posifion 6 — 16
Reductions:
Setement (136) — —
Prior year tax position () (13) —
Gross unrecognized tax benefits, end of year $ 1810 § 1802 § 1,706

As of December 31, 2025, the Company had unrecognized tax benefits of $1.8 million, of which $1.0 million, if recognized, would

affect the Company’s effective tax rate.

The Company adopted the accounting policy thatinterestand penalties are classified as part of its income taxes. As of December 31,

2025, there was no accrued interest or penalties associated with any unrecognized tax benefits.

There are currently no examinations for U. S federal, state taxing authorities, and foreign tax authorities. The previously disclosed tax

examination has been concluded with no material impact to the consolidated financial statements. The Con“ga believes that, as of

December 31, 2025, the gross unrecognized tax benefits will not materially change in the next twelve months. The Company believes that it

has adequately provided for any reasonably foreseeable outcomes related to any tax audits and that any setlement will nothave a material

ad&rse effect on the consolidated financial position or results of operations. However, there can be no assurances as o the possible

oufcomes.

The Organisation for Econorric Cooperation and Development (“OECD”) developed Model Global Ant-Base Erosion (“GloBE”) rules

#noommnly referred to as Pillar 1) establishing a Global Minimum Tax to ensure mulfinaional enterprises with consolidated revenue of more
an €750.0 million pay at least an eflective tax rate of 15% on income arising in each jurisdiction in which they operate. Given the Company

does not meet the minimum threshold, there is no impact to our tax provision for fiscal year 2025. The Company will confinue to evaluate the

impact of these tax law changes in future reporting periods.
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Note 9 — Segment Reportln%

The Company’s Chief Operating Decision-Maker (“CODM") is its President and Chief Executive Officer. The Company confinues to
monifor and review its segment reporting structure in accordance with authoritaive guidance to determine whether any changes have
occurred that would impactits reportable segments.

Segment Definition

Income and type of expense activities that are included in the Water and Emerging Technologies segments and corporate operating
expenses are as follows:

Water segment: The continued development, sales and support of the PX; hydraulic turbochargers and pumps used in

seawater desalination and wastewater treatment actvites.

Emerging Technologies se&ment: The continued development, sales and support of aciivities related to emerging

technologies, such as the PX G1300 used in industrial and commercial refrigeration ;g)plicaﬁons.

Corporate operating expenses: The corporate expenses include certain unallocated expenses outside of the operafing

segments, such as auditand accounting services, legal services, board of director fees and expenses, hurman resources

actvities, information systens activities and other separately managed general expenses notrelated to the identified

segments. . .

Segment Financial Information

The CODM allocates resources to, and assesses the performance of, each operating segment using information about its revenue

and operating income. The CODM reviews consolidated reports and analysis at the levels presented in the following tables. In addition, the
operating income (loss) for each segment excludes other income, other expenses, and corporate operating expenses tat are notincluded
when the CODM assesses the performance of the operating segments, such as income taxes and other separately managed expenses not
al!ributed15 to the operating segments. Assefs and liabilifes are reviewed at the consolidated level by the CODM and are not atributed to the
segments.

Energy Recovery, Inc. | 2025 Annual Report (Form10-K) | 79
Table of Conterts

ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FiNANCIAL STATEMENTS

The following table presents a summary of the Company’s financial information by segment, including significant segment expenses,



and corporate operating expenses.

Year Ended December 31, 2025 Y
Water Emerging Corporate Total w
Technologies
(Inthousards)
Revenue $134702 § 285 § — $134%7 §
Cost of revenue 46,923 133 —  470%
it 87,779 152 — 87931
oy ™
Operating
expenses
General and 5,686 2350 21,733 29769
administratve
S 13,664 5,449 1813  209%6
mat?eﬂa‘r:g(;j
Research and 6,344 6,690 — 13,034
development
Resfructuring 105 47 161 313
charges
Totdl 25,79 145% 283707 64,042
expmsr&
pering inoome S 610 $(143BY S(BT0N $ 2389 §

The following table presents a summary of the Company’s depreciation and amortization by segmentand corporate operating

expenses.

Years Ended December 31,

2025 2024 2023
(Inthousands)
Water $ 278 $ 285§ 2719
Emerging Technologies 310 478 521
Corporate 662 6% 1/
Totdl depreciation and amortization $ 3760 $ 406§ 4102
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Note 10 — Concentrations

Revenue by Geographic Location and Country

The following table presents the Cormpany’s product revenue by geographic locations. The geographic informafion includes product
revenue fromte Company’s domestc and inernational customers based on the customers’ requested delivery locations, except for certain
cases in which the customer directed the Company to deliver its products to a location that differs from the known ulimate location of use. In
such cases, the ulfimate location of use rather than the delivery location is reflected in the table.



Years Ended December 31,

2025 2024 2023
Revenue by geographic location:
United States 2% 1% 2%
Intemational B% %% B%
Totd revenue 100% 100% 100%
Product revenue by country:(1)
Saud Arabia 2% 15% 15%
%‘a\ 1?/0 *%k *k
United Arab Emirates ** 21% 10%
Morocco ** 1% **
India ** 11% **
Algeria ** ** 18%
China ** ** 15%
Others@ 60% 3% 42%
Total 100% 100% 100%

Zero or less than 10%.

0 Courties representing more then 10% of product revenues for the periods presented.

Countries in the aggregate, individually representing less then 10% of product revenues for the periods presented.
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.

Years Ended December 31,
Segment 2025 2024 2023
Customer A Water 14% ** *
Customer B Weater 12% 13% **
Customer C Water ** 1% *
Customer D Weater * ** 13%
Zeroor less then 10%.

Long-lived Assets
All of the Company’s long-lived assets were located in the United States at December 31, 2025 and 2024.
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Major Supply Vendors
The following table presents the major supply vendors accounting for 10% or more of the Company’s consolidated supply and
manufaciuring costs purchases.

Years Ended December 31,

2025 2024 2023
Vendor A 13% 2% 1%%
Vendor B 13% ** **
Vendor C ** 2% 21%
Vendor D ** ** 13%

** Zeroorless ten 10%.
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Note 11 — Stockholders’ Equity

Preferred Stock

The Company has the authority to issue 10,000,000 shares of greferred stock with a par value of $0.001 per share. The Board of
Directors (the “Board”) has the authority, without acion by the Company’s stockholders, to designate and issue shares of preferred stock in
one or more series. The Board is also authorized fo designate the rights, preferences, and voting powers of each series of preferred stock,
any or all of which may be greater than the rights of the common stock including restrictions of dividends on the common stock, dilution of the
volng power of the common stock, reduction of the liquidation r(iights of the common stock, and delaying or prevenﬁng a change in control of
the Company without further action by the Company’s stockholders. To date, the Board has not designated any rights, preferences, or
powers of any preferred stock, and as of December 31, 2025 and 2024, no shares of preferred stock were issued or outstanding.
Common Stock

The Company has the authority o issue 200,000,000 shares of common stock with a par value of $0.001 per share. Subjectto the
preferred rights of the holders of shares of any class or series of preferred stock as provided by the Board with respect to any such class or
series of preferred stock, the holders of the common stock shall be entifed to receive dividends, as and when declared by the Board. In the
eventof any liquidation, dissolution, or winding up of the Company, whether voluntary or involuntary, after the distribution or payment to the
holders of shares of any class or series of preferred stock as provided by the Board with respect to any such class or series of preferred
stock, the remaining assets of the Company available for distribution o stockholders shall be distributed among and paid to the holders of
common stock ratably in proporton to the number of shares of common stock held by them

Share Repurchase Programs

The Company’s Board, from fime-to-time, has authorized share repurchase programs under which the Company may, at the

discretion of management, repurchase its outstanding common stock in the open market, or in privately negotiated transactions, in
compliance with applicable state and federal securities laws. The fiming and amounts of any purchase under the Cormpany’s share
repurchase programs is based on market condiions and other factors including price, regulatory requirements, and capital availability. The
Company accounts for stock repurchases under these programs using the cost method. As of December 31, 2025, the Company has
repurchased 13,967,259 shares of its common stock at an aggregate cost of $166.1 million under all share repurchase programs.
November 2024 Authorization

On November 18, 2024, the Company announced that the Board authorized a share repurchase programunder which the Compan

may repurchase its outstanding common stock, at the discretion of management, up to $50.0 million in aggregate cost, which included both
the share value of the acquired common stock and the fees charged in connection with acquiring the conmmon stock (the “November 2024
Authorization”). On December 11, 2024, the Company concluded all share repurchases under the November 2024 Authorization. Under the
November 2024 Authorization, the Company repurchased 3,248,533 shares at an aggregate cost of $50.0 million.

February 2025 Authorization

On February 26, 2025, the Company announced that the Board authorized a share repurchase program under which the Company

ma% repurchase its outstanding common stock, at the discretion of management, for up to $30.0 million in aggregate cost, which includes

both the share value of the acquired common stock and the fees charged in connection with acquiring the common stock (the “February 2025
Authorization”). The February 2025 Authorization will expire in February 2026.
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The following table presents the share repurchase aciviies under the February 2025 Authorization as of Decenrber 31, 2025.
Nu"clhber of Shares Average Price Paid Plan Activity
I

per Sharer
(Inmillions)
February 2025 Authorization $ 300
Repurchases under February 2025 Authorization 2,183,648 $13.72 (30.0)
Remeining amourt under February 2025 Authorization $ =

() Exdludng commissions
The Company completed all purchases under the February 2025 Authorization in August 2025.
August 2025 Authorization
On August 6, 2025, the Board announced a share repurchase program under which the Company may repurchase ifs outstanding
common stock, at the discretion of management, for up to $25.0 million in aggregate cost, which includes both the share value of the
acquired common stock and the fees charaed in connection with acauirina the common stock (the “August 2025 Authorization”). The August
2025 Authorization will expire in May 2026. The Company began to purchase under the August 2025 Authorization in August 2025.
The following table presents the share repurchase activities under the August 2025 Authorization as of December 31, 2025.
gﬂ%‘bg&f Shares Average Price Paid Plan Activity

per Share
(nnilliors)
August 2025 Authorization 5.0
Repurchases under August 2025 Authorization 386,506 $14.52 (5.6)
Remaining amount under August 2025 Autharization $ 194

(" Excludng commissions
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Note 12 — Stock-based Compensation
Stock Option Plans
In July 2020, the stockholders approved the 2020 Incentive Plan (the “2020 Plan”), that permits the %rant of stock opfions, restricted
stock units (“RSUs”), stock appreciation rights (“SARS”), restricted stock, restricted stock awards (‘RSAs”), performance restricted stock units
g‘PRSUs”), t#::erformanoe shares, and other stock-based awards to enployees, oficers, directors, and consultants. Prior to the approval of the

020 Plan, the Company maintained the 2016 Incentive Plan and the Amended and Restated 2008 Equity Incentive Plan (hereinafter
referred to as the “Predecessor Plans’). Sub&')ectin adjustments, as provided in the 2020 Plan, the number of shares of common stock
initially authorized for issuance under the 2020 Plan was 5,894,727 shares (which consists of 4,500,000 new share awards plus
1,394,727 share awards that were authorized and unissued under the Predecessor Plans% plus up t 4,850,630 shares that were set aside for
awards granted under the Predecessor Plans that are subsequently forfeited. The 2020 Plan supersedes all previously issued stock
incentive plans (including the Predecessor Plans) and is currently the only available plan fromwhich awards may be granted. The
Company’s 2020 Plan and Predecessor Plans are hereinafter referred to as “Equity Incentive Plans.”
Shares available for grant under the 2020 Plan at December 31, 2025 were 2,449,603 shares. There were no shares available for
%rant under the Predecessor Plans after July 15, 2020.

tock Options and Stock Appreciation Rights
Employee stock options and SARS outstanding at Decerrber 31, 2025 and to be granted subsequently to December 31, 2025,
generally vestover four years and expire no more than 10 years after the date ofgrant Non-employee board of director granis generally
vestone year after the date of grant or on the date of the annual stockholders’ meeting following the date of grant, whichever date occurs
first, and expire no more than 10 years after the date of grant
Restricted Stock Units
RSUs outstanding at, and to be awarded subsequently afler, December 31, 2025, generally vest 25% annually over the four years
fromdate of grantand are dependent upon continued employment. Non-employee board of director grants generally vest one year afler the
date of ﬁrant or on the date of the annual stockholders’ meeting following the date of grant, whichever date occurs first As RSUs vest, the
units will be setied in shares of common stock. The units are valued based on the Company’s merket price on the date of grant
Performance Restricted Stock Units
On January 23, 2025, the Compensation Commitiee of the Board adopted a new form of PRSU award agreement under the 2020
Eg{lg% Incentive Plan (the “2020 Plan”), to among other things, define the terms of the performance metrics and performance period for such
s

PRSUs outstanding as of December 31, 2025 generally vestover three years and are dependent upon continued employmentand

meefing certain cumulative revenue and cumulative adjusted EBITDA fargets. Adjusted EBITDA is a non-GAAP financial measure that the
Company defines as netincome which excludes i) depreciation and amortization; ii) stock-based compensaton; iii) executive fransiion costs;
iv) restruciuring charges; v) impairment of long-lived asses, vi) other income, net, such as interestincome and other non-operating income
(expense), net and vii) 1?]rovis,mn for income taxes. As PRSUs vest, the units will be setied in shares of common stock. Depending on the
results achieved during the performance period, the actual number of shares thata grantee will receive at the end of the performance period
may range from 0% fo 300% of the target PRSUs granted, provided that the ﬁqqrantee is oontinuous|¥ errpl%ed by the Company throu%h the
vesting date. The units are valued based on the Company’s market price on the date of grant As of Decerrber 31, 2025, no expense has
been recognized in relaion to the PRSUs as the performance conditions are not considered probable.
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Fair Value Assumptions
Stock Options and Stock Appreciation Rights
The fair value of stock options and SARS granted to enployees is based on the Black-Scholes option pricing model. To determine
the inputs for the Black-Scholes option pricing model, the Company is required to develop several assumptions, which are highly subjective.
The Company determines these inputs at grant date as follows:
*Expected Term:
oEmployees: Based on historical exercise data.
oBoard: Based on the simplified method.
°SARS: Based on hisforical exercise data. Post-grant date expected termis based upon the remaining grant life ateach
remeasurement date.
*Expected Volatility: Based on the Company’s historical data and the corresponding expected term
*Risk-Free Interest Rate: Based on U.S. Treasury issues with terms similar to the expected term.



«Dividend Yield: Based on an expected dividend yield of zero.
The following table presents 1) assumptions used in the Black-Scholes option gricing model to determine the estimated grant date fair
values of stock options and SARS granted to enployees; and 2) options and SARS grante\;i and weighted avera%? grant date fair value.

‘ears Ended December

2025 2024 2023
(Shares in thousands)
Weighted average expected life (years) 42 40 91
Weighted average expected valatlity 50.5% 490% 604%
Risk-free interest rate 350% —4.13% 3.5%% —4.54% 3.87% —3.8M%
Weighted average dvidend yield —% —% —%
Stock opions and SARS granted 144 2 14
Weighted average grant date fair value $.08 $%6.36 872
Restricted Stock Units

The fair value of RSUs granted to employees is based on the Company’s common stock price on the date of grant
Performance Restricted Stock Units

The fair value of PRSUs granted to emmployees is based on the Company’s common stock price on the date of grant as the metric
targets uflized to determine the vesting of these awards are all based upon achieving certain performance metrics.
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Forfeitures

The Company estimates forfeitures at the fme of grant and revises those estimates periodically in subsequent periods if aclual

forfeitures differ fromthose estimates. The Company uses historical data to esfimate pre-vesting option forfeitures and records stock-based
compensation expense only for those awards that are expected to vest Ifthe Company’s aclual forfeiture rate is materially difierent romits
estimate, the stock-based compensation expense could be significantly different from what the Company has recorded in the current period.
The following table presents the estimated weighted average forfeiture rates for all employees used in determining the expense in the
stock-based compensation expense table above.

Years Ended December 31,
2025 2024 2023
Stock opions, SARS, RSUs and PRSUs 64% 6.3% 64%

Stock-based Compensation Expense

The following table presents the stock-based compensation expense related to the fair value measurement of awards granted to
employees by expense category and by type of award. All stock-based paymentawards are amortized on a straight-line basis over the
requisite service periods of the awards.



Years Ended December 31,

2025 2024 2023
(nthousarck)
Stock-based compensation expense charged fo:
Cost of revenue $ 53§ 106§ 719
Genera and administrative 3307 4013 3661
Sades and marketing 289 3489 233
Research and development 1,010 1,744 1,35
Toial stock-based compensation expense $ 77119 § 1032 § 8038
Stock-based compensation expense by type of award:
Stock options and SARS $ 152 § 234§ 1,985
RSUs 6,217 798 6,053
Total stock-based compensation expense $ 7719 § 1032 $ 8,038
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Stock Option and Stock Appreciation Rights Activities
The following table presents stock option and SARS activities under the Equity Incentive Plans.
Number of ~ Weighted Weighted Aggregate
ares Average . Average Intrinsic
Exercise Price Remaining  Valuen
Contractual
Li
(nthousancs)  (Pershare) (Inyear) (Inthousancs)
Balance, Decerrber 31, 2022 241§ 11.02
Granted 1% 213
Exercised (611) 9.33 $ 5,619
Balance, December 31, 2023 1,924 1.54
Granted 71 15.02
Exercised (767) 926 5200
Forfeited (210 18.06
Balance, December 31, 2024 1,608 13.09
Granted 144 14.74
Exercised (269 8% 1,664
Forfeited 8 15.49
Balance, December 31, 2025 1397 $ 1391 65 $ 1,758
Vested and exercisable as of Deceber 31, 2025 ~ &9 $ 1B 50 $ 167
Vested and exercisable as of December 31, 2025 and expected fo vest thereefler T 135§ 1387 64 $ 170
0 Te intinsic value of an exercised opion and SARS is caculated as the difference betweeen the exercise price of the undertying option and
Jompany’s common stock at the time of exercise, The intrinsic value at December 31, 2025 is calculated as

SARS and e fair value of the C
the difference between the exercise price of the undexlyi
Decermber 31, 2025 or the last trading day
Restricted Stock Unit Activities

The following table presents RSU activities under the Equity Incentive Plans.

20%opﬁonsendSAR.S the fair value of the Compeny’s common sfock as of



Number of ~ Weighted
Shares

Grant Date
Fair Value
(Inthousands) (Fersharg)

Balance, December 31, 2022 68 $ 1551
Awarded 56 897
Vested (%) 14.02
Forfeited 21) 1991
Balance, December 31, 2023 919 2091
Awarded 1 14.85
Vested (39 1879
Forfeited (281) 20.70
Balance, December 31, 2024 1,000 17.24
Awarded 707 14.48
Vested (367) 17.34
Forfeited (2m) 16.5
Balance, December 31, 2025 1,063 155

Energy Recovery, Inc. | 2025 Annual Report (Form 10-K) | 88
Table of Corterts

ENERGY RECOVERY, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Performance Restricted Stock Unit Activities
The following table presents PRSU aciiviies under the Equity Incentve Plans.
Number of  Weighted
Shares
Fair Value
(nthwsands) ~ (Pershere)

Balance, Decermber 31, 2024 ) =
Awarded K19 14.69
Vested — —
Forfeited ®) 15.05
Balance, Decermber 31, 2025 281 14.66
Vested Equity Awards
The following table presents the total grant date fair value of equity awards vested during the period.

Years Ended December 31,

2025 2024 2023
(Inthousands)
Stock options and SARs $ 191§ & $ 2724
RSUs 6,365 7,28 4112
PRSUs — — _
Total grart date fair value of equity awards vested during the period $ 836 $ 81%5 $ 6,3%6

Unamortized Stock-Based Compensation Costs

Stock-based compensation costs related to unvested equity awards will generally be amorfized on a straight-line basis over the

remaining average service period of each award. The following table presents the unamortized compensation costs and weighted average
service period of all unvested outstanding awards as of December 31, 2025.

e
osts
(Inthousarcs) (Inyears)
Stock options and SARs $ 292 20
RSUs 10019 13
PRSUs 3158 20

Totl unamorized compensation costs, net of adjusted forfeitures $ 16,159
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Note 13 — Subsequent Events

t(gr]J JanuaryZ%:'I3 ,12026, the Company amended the Credit Agreement with JPMC to extend the termination date from December 2026
lanuary .

On February 25, 2026, the Company decided to wind down operations of the CO, refail grocery business within its Emerging

Technologies segment due to a fundamental change in the outiook of the business. Recent discussions with OEM and end user customers
have made itincreasingly evident that scaled adoption would require significant fime, investment, and risk. The Company believes this
investment no longer meets capital allocation criteria and thus acted quickly in an effort to maximize shareholder value.

The Company expects to substantially complete the wind down by the end of the first quarter of the fiscal year ended December 31,

2026. The Company expects to incur approximately $4.5 million to $5.5 million in one-time costs associated with the wind down during the
first quarter of 2026. One-ime costs are expected to consist of $1.0 million to $2.0 million in cash severance as well as non-cash expenses,
which are primarily related to a reserve against inventory, impairment of goodwill and other miscellaneous non-cash expenses.
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ltem 9 — Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

None.

Item 9A — Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management has evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of
our disclosure controls and procedures (as defined in Rules 13a-15(¢) and 15d-15(e) under the Securifies Exchange Act of 1934, or



“Exchange Act') as of the end of the period covered by this Annual Reporton Form 10-K. Based on that evaluation, our Chief Execuive
Officer and Chief Financial Officer have concluded that, as of such date, our disclosure controls and procedures were effective to ensure that
information we are required to disclose in reports that we file or submit under the Exchange Actis recorded, processed, summarized, and
reported within the fime periods specified in Securiies and Exchange Commission rules and forms and that such information is accumulated
and communicated fo management as appropriate to allow for fimely decisions regarding required disclosure.

Qur disclosure controls and Frooedures are designed to provide reasonable assurance of achieving their objectives, and our Chief
Executive Officer and Chief Financial Officer have concluded that these controls and procedures are effective at the “reasonable assurance”
level. Our management, including the Chief Executive Officer and Chief Financial Ofiicer, believes thata control system, no matter how well
designed and operated, cannot provide absolute assurance that the objectives of the confrol systemare met, and that no evaluation of
controls can provide absolute assurance thatall control issues and instances of fraud, if any, within a company have been detected.
Management’s Annual Report on Internal Control Over Financial Reporting and Attestation Report of the
Registered Public Accounting Firm

Management’s Report on Internal Control Over Financial Reporting

Management s responsible for establishing and maintaining adequate internal control over the Company’s financial reporting.

Management assessed the effeciveness of the Congany’s internal control over financial reporting as of December 31, 2025. In making this
assessment, management used the criteria set forth by the Commitiee of Sponsoring Organizations of the Treadway Commission (COSO) in
Internal Control — Integrated Framework (2013). Based on the assessment using those criteria, management concluded that, as of
December 31, 2025, our internal control over financial reporting was eflective. . . .

Registered Public Accounting Firm’s Report on Internal Control Over Financial Reporting

The Company’s independent registered public accountants, Deloitie & Touche, LLP, audited the Consolidated Financial Staterments
included in this Annual Reporton Form 10-K and have issued an auditreport on the Company’s internal control over financial reporing. The
report on the audit of internal control over financial reporting appears in Part|l, ltem 8, “Financial Statements and Supplementary Data,” in
this Annual Reporton Form 10-K. . . .

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during our most recent fiscal quarter that have
materially afiected, or are reasonably likely to materially affect, our internal confrol over financial reporing.
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ltem 9B — Other Information

10b5-1 Plans

As set forth below, during the three months ended December 31, 2025, two officers (within the meaning of Rule 16a-1(f) under the

Securities Exchange Act of 1934, as amended) have adopted and no officers have terminated a Rule 10b5-1 trading arrangement (as defined
in Item 408 of Regulation S—KJ. There has been no non-Rule 10b5-1 trading arrangements (as defined in Item408 of Regulation S-K).

Name Title Date of Adoption or Status 2 Pl
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lan Type
Termination (1)
Rodney Clemente SVP, Weter December 4, 2025 Adoption Rule 1065-1 frading amangement
Ram Ramanen Chief Techndlogy Officer Decermber 5, 2025 Adoption Rule 1005-1 frading arangement

()Efiective (a) cte of adopiion; or (b) e of emintion, of registrant's Ruie 10061 trading amangement
@ncivity related o regjstrants Rule 1005-1 trading

arangement
Heim ?% - Disclosure Regarding Foreign Jurisdictions that Prevent Inspections
ot applicable.
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PART Il

Certain information required by Part Il is omitted from this reBort because we will fle with the SEC a definitive proxy statement
pursuant o Regulation 14A, or the 2026 Proxy Statement (“Proxy Statement’), no later than 120 days after the end of fiscal year 2025, and
certain information included therein is incorporated herein by reference.

ltem 10 — Directors, Executive Officers and Corporate Governance
The information required by this ltemis included in and incorporated by reference fromthe Proxy Statement.
The information required bé this ltem regarding delinquent fllers pursuant to ltem 405 of Re%Jlation S-K, ifany, wil be included under
the caption “Section 16(a) Beneficial Ownership R?orﬁng Compliance” in the 2026 Proxy Statement and is incorporated herein by reference.
\\e have adopted a Code of Business Conduct and Ethics that applies to all of our employees, executve ofiicers and directors,
including our principal executve officer, princjfal finandial officer, principal acoounting oficer or controller or persons performing similar
functions. The Code of Business Conduct and Ethics is publicly available on our website at hips:/ir.energyrecovery.com’. This website
address is intended to be an inaclive, textual reference only; none of the material on tis website is part of this Annual Report We intend to
promptly disclose on our website or in a Current Reporton Form8-K in the future (i) the date and nature of any amendment (other than
technical, administrative or other non-substantive amendments) to the Code of Business Conduct and Ethics that applies to our principal
executive officer, principal financial officer, principal accounting officer or controller or persons performing similar functions, or our directors
and relates o any element of the code of ethics definition enumerated in ltem 406(b250f Regulation S-K and (ii) the nature of any waiver,
including an implicit waiver, froma provision of the Code of Business Conduct and Ethics that is granted to one of these specified individuals
that relates to one or more of the elements of the code of ethics definiion enumerated in Item 406?b) of Regulation S-K, the name of such
person who is 3[anted the waiver and the date of the waiver.
Insider Trading Policy
e have adopted an Insider Trading Policy (the “Policy”), which outiines the trading policies and procedures %overning the purchase,
sale, and other dispositions of the Company'’s securities by directors, officers and employees that are reasonably desi%ned o promote
conpliance with insider rading laws, rules and re1gulaﬁons, and Nasdaq listing standards applicable to the company. A copy of the Policy is
fled as an exhibit to this Annual Report on Form 10-K.
The Poli%prohibis all employees of the Company fromusing or pledging Energy Recovery’s securities as collateral in a margin
account Unless expressly approved in advance by our Conpliance Ofiicer, no employee of the Company may enter ino a loan that uses or
ﬁ)_led%gs Energy Recovery’s securities as collateral.
he Policy also prohibits the named execuive officers and other ofiicers of the Conpani/ fromengaging atany time in hedging or
monefization fransactions involving Energy Recovery’s securities, such as zero-cost collars and forward sale contracts, or from contributing
Energy Recovery’s securiies to exchange funds that could be interpreted as having the effect of hedging in Energy Recovery’s securities. Al
other employees of the Company are strongly discouraged from engaging in hedging activities.
ltem 11 — Executive Compensation
The information required by this liemis included in and incorporated by reference fromthe Prox?/ Statement under the captions
“Director Compensation,” “Executive Compensation,” “Compensation Commitiee Interlocks and [nsider Participation,” “Compensation
“D/Iiscussion artwd Analysis,” “Report of the Compensation Commitiee” and “Compensation Policies and Pracfices as They Relate o Risk
anagement” . . o
Clawback Policy on Executive Compensation in Restatement Situations
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In July 2023, the Compensation Commitiee approved the Company’s Cormpensation Recovery Policy (the “Clawback Policy”) in
accordance with the applicable rules of the Nasdaq Stock Market, and Section 10D and Rule 10D-1 of the Securiies Exchange Act of 1934,
asamended. The purpose of the Clawback Policy is to describe the circumstances under which the Company is required to recover certain
compensation paid o certain executive officers. In the event that the Company is required to prepare an accounting restatement, the
Cormpany, through its Board or its Compensation Commitiee will recover reasonably promptly fromany of the Company’s executive officer
the amount of erroneously awarded compensation received during the recovery period.

ltem 12 — Security Ownership of Certain Beneficial Owners and Management and Related

Stockholder Matters
The following table sets forth equity compensation plan information as of Decerrber 31, 2025.

Plan Category Number of Securitiesto be ~ Weighted- Average Number of Securities Remaini
Issued Upon Exercise . . ng .
tstandi gﬂ ons, S, Exercise Price of  Available for Future Issuance
R o0 Vs ) Qg s, i B
g and Rig’hts Reﬂec{ed in the First Column)
Equity compensation plans approved by security holders (1) 2,740,758 $1391 2449603
Equity compensation plans nat approved by security holders Nore Not applicable Not applicable

("Represents sheres of our common stock issuable upon exercise of opions outstanding under the fllowi ity compensation plans: the 2020
Incertive Plan, the 2016 Incentive Plan, awdtfeAn%md Rasiaqlg 2008 Equi Ir%enﬁve Plan. gealy A

The informafion required by this temis included in and incorporated by reference fromthe Proxy Statement under the captions

“Security Ownership of Certain Beneficial Owners and Management” "Equity-Based Incentive Compensation” and “Additional Information
Regarding Executive Compensation.”
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ltem 13 — Certain Relationships and Related Transactions and Director Independence
The information required by this Itemis included in and incorporated by reference fromthe Proxy Statement under the captions
“Related Person Policies and Transactions” and “Information About the Board of Directors and Corporate Governance Matters.”

ltem 14 — Principal Accounting Fees and Services

The information required by this ittmis included in"and incorporated by reference fromthe Proxy Statement under the caption
“Principal Accountant Fees and Services.”

With the exception of the information specifically incorporated by reference in Part il o tis Annual Reporton Form 10-K fromthe
Proxy Statement, the Proxy Statement shall not be deemed to be filed as part of this report

PART IV

ltem 15 — Exhibits and Financial Statement Schedules
Financial Statements
a;The following documents are included as part of this Annual Report on Form 10-K:
1)Financial Statements. The financial statements included in Part I, lttm 8, “Financial Statements and Supplementary Data,” of
is Annual Reporton Form 10-K.
(2)Financial Statement Schedule. Schedules not listed have been omitted because information required to be set forth therein is
notapplicable or is shown in the finandial statements or notes thereto.
(b)Financial Statement Schedules. All financial statement schedules are omitied because they are not applicable, not required, or
because the required information is included in the Consolidated Financial Statements, the Notes thereto, or in the Exhibis listed
under lem 15(a (23.

&Exhibits required by ltem601 of Regulation S-K. i
ibit  Exhibit Description Incorporated by Reference Filed
Number Form  FileNo.  Exhibit Filing Date Herewith
31 Amended and Restated Certificate of | o, dated June 25, 2008, 10Q 00134112 31 862021

and Certificate of Amendment thereto, Jure 10, 2021.
32 Amended and Restated Bylaws, effective as of April 14, 2021. 8K 003112 31 4162021
41 Descripion of Securiies. 10K 0134112 41 2242022
10.1* ;%mdﬁd Indenmification Agreement between the Compeny and its directors SA 333150007 101 51212008

cers.

102 Energy Recovery Inc. Amended and Restated 2008 Equity Incentive Plan. DEF14A (01-34112  Appendx A 4272012
10.3* Eor%rgy Recovery, Inc. Change in Control Severance Plan dated March 5, 8K 001-34112 101 Y9012
104*  Energy Recovery, Inc. Amnudl Incentive Plen effective as of January 1, 2016 8K 001-3%4112 1041 322016
105 Energy Recovery, Inc. 2016 Incertive Plan. DEF14A  (01-34112  Appendix A 42712016
10.6¢ Offer Letter to Mr. William Yeung, dated May 27, 2016. 8K 0134112 91 622016
107 ﬁé@’% d%t/a(d: aggi@glsllzb %%5 by and between Energy 8K 0014112 1041 4182018
108 Offer Letter to Mr. Joshua Ballard, as Chief Financid Officer. 8K o312 22 8152018
109°  Enployment Agreement with Mr. Rodney Clemente. 8K 001-34112 103 §27/2018
10.10 ﬁéygm dla:tgd éa? a? IJE%ay 10, 2019, by and between Energy 8K 00134112 1041 1162019
1011 Lease Ageement, dated as of February 10, 2020, by and between Energy 10Q 0014112 1041 51/2020

Recovery, Inc. and Praogis, LP.
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https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000110/ex31-amendedandrestatedcer.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000043/ex31-amendedandrestatedbyl.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000043/ex31-amendedandrestatedbyl.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000043/ex31-amendedandrestatedbyl.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151721000043/ex31-amendedandrestatedbyl.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151722000037/ex41descriptionofsecuritie.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151722000037/ex41descriptionofsecuritie.htm
https://www.sec.gov/Archives/edgar/data/1421517/000095013408009291/f38510a1exv10w1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000095013408009291/f38510a1exv10w1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000095013408009291/f38510a1exv10w1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774912004199/eri_def14a-060512.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774912004199/eri_def14a-060512.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774912002145/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774912002145/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774912002145/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916026501/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916026501/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916030020/erii20160423_def14a.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916030020/erii20160423_def14a.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916034241/ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774916034241/ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151718000073/a1717doolittlelease2018.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151718000073/a1717doolittlelease2018.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151718000073/a1717doolittlelease2018.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151718000139/a2281522-joshballard_cfoxo.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151718000139/a2281522-joshballard_cfoxo.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774918016186/ex_122911.htm
https://www.sec.gov/Archives/edgar/data/1421517/000143774918016186/ex_122911.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151719000002/ex101houstonleaseerii.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151719000002/ex101houstonleaseerii.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151719000002/ex101houstonleaseerii.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151720000041/tracycaleaseex101.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151720000041/tracycaleaseex101.htm
https://www.sec.gov/Archives/edgar/data/1421517/000142151720000041/tracycaleaseex101.htm

Exhibit  Exhibit Description Incorporated by Reference Filed
Number Form  FileNo.  Exhibit Filing Date Herewith

10.13*  Energy Recovery, Inc. 2020 Incentive Plan and Forms of Award Agreements. 10K 001-34112 1013 22112024
1014 Energy Recovery, Inc. Severance Plan dated as of February 5, 2021 8K 001-34112 101 2102021
1015  CredtAgreement by and between E Recovery, Inc. as Borower, and 8K 001-34112 101 11612022
JPMorgen Cmse%lenk N.A. as Lerdm;rwdasd Deggrber 2, 022
1016 First Amendment fo the Credit Agreement by and between Energy Recov! 10Q 001-34112 101 y202
Iz(nycz.zas Bomower, and JPMorgan Chase ggrk N.A. as Lerg%red JUye?IS,
1017 Second Amendment to the Credt Agemml and between Ei 10Q 001-34112 101 112023
Recovery, Inc. as Borower, and J Mm%l“ese Bank N.A.rg%mmm
September 30, 2023.
10.18*  Offer Letter to Mr. David W. Moon, as President and Chief Executive Officer. 8KA 00134112 101 1/31/2024
10.19°  Offer Letter to Mr. Michael Mancin, as Chief Financid Oficer. 8K 001-34112 101 /3112024
10.20% EmReowa%y Inc. 2020 Incentive Plan Performance Resfricted Stock Unit 10K 001-34112 1020 2202025
Grart Notice and Agreement
10.21*  Offer of Employment by and between Energy Recovery, Inc. and Ram 10Q 00134112 101 57/2025
Ranamrgs’l%/ﬁeﬁ logy Officer dtd R
10.22*  Professiond Services Agreement by and between Energy Recovery, Inc.and - 10-Q 001-34112 102 5712025
Farshad Ghasripoor
14.1 Code of Ethics of Energy Recovery, Inc. Addtiond Conduct and Ethics 10K 001-34112 141 32712009
Palicies for the Chief Executive Officer and Senior Financial Oficers.
191 Energy Recovery, Inc. Insider Trading Pdlicy dated Novermber 4, 2020. X
211 List of subsiciaries of the Company. X
281 gonsent of Delaitte & Touche LLP, Independent Registered Public Accounting X
im.
311 %ﬁﬁﬁ%m(d Pn'r1ni ] Execuiive Officer, ulr;ﬁ)t g)elg éAﬂgte X
e aor a), as adopted on
SabermOx?ey Act o‘%z P
3.2 Certification of Principal Financidl Officer, pursuant o Ex%Act X
Rue 13a-14(a?or1 14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of
3.1 Ceffication of Principal Execuiive Officer and Principal Financial Ofiicer, X
R;suaﬂo 18 U.S.C. Section 1350, as adopied pursuent to Section 906 of
Sarbanes-Oxley Act of 2002
971 E Recovery, Inc. Compensation Recovery (“Clawbeck”) Policy dated 10K 001-34112 971 22112024
£ 33% ey ey ( ) Policy
101 Inline XBRL Document Set for the consolidated financial stetements and X

accompenying notes in Part |, Item 8, “Finencial Statements and
Stpplamrg Data’ of this Annual Report on Form 10:K.

104 Iniine XBRL for the cover page of this Annual Report on Form 10K, included X
inthe Exhibit 101 Inline Docurment Set

* Indicates naagemartoomersataé an, confract or arangement

**The certifications fumished in Exhibi %1 are deemed o this Form 10K and are not deemed “filed” for purpases of Section 18 of the

%d‘a‘gem éb\xcér‘g\ge cﬁ‘erwActlse subject to the liability of that section, nor shall Kﬁy be deemed incomporated by reference into any filing under the Securiies
o

ltem 16 — Form 10-K Summary

None.
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SIGNATURES
Pursuant fo the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto &J%h%% EaRSY ofthe 25th day of February, 2026.

/s/ DAVID W. MOON
David W. Moon
President and Chief Executive Oficer

Pursuant fo the requirements of the Securities and Exchange Act of 1934, tis Report has been signed below by the following persons
on behalf of the Registrant and in the capacities and on the dates indicated.
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Signature

/s/ DAVID W. MOON
David W. Moon

/sl MICHAEL'S. MANCINI
Micheel S. Mancini

/sl PAMELA TONDREAU
Pamela Tondreau

/s ALEXANDER J. BUEHLER
Alexander J. Buehler

/s/ JOAN K. CHOW
JoenK. Chow

/sl ARVE HANSTVEIT
Arve Harslveit

/s/ COLN R SABOL
CdinR. Sabal

Title

Director, and President and Chief Executive Oficer
(Principal Executive Officer)

Chief Financial Officer

(Principel Financial Officer)

Chairperson of the Board, Director

Director

Director

Director

Director

Date

February 25, 206

February 25, 206

February 25, 206

February 25, 206

February 25, 206

February 25, 206

February 25, 2026



