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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 negatively impact our
businesses, results of operations, and financial conditions. 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
from time to time 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 segment
revenues from sales of energy recovery products and services used in newly constructed, large- scale desalination plants
and the 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 conditions, changing government priorities, or the impact of any
global or regional conflicts. Other factors that could affect the number and capacity of large- scale desalination plants
built or the timing of their completion, include the availability of required engineering and design resources; availability
of credit and other forms of financing; the health of the global economy; inflation rates; changes in government
regulation, permitting requirements, or priorities; and reduced capital spending for water desalination solutions. Each of
these factors could result in reduced or uneven demand for our products. Pronounced variability or delays in the
construction of such plants or reductions in spending for desalination in general could negatively impact our Water
segment sales, which in turn could have an adverse effect on our entire business, financial condition, or results of
operations, and make it difficult 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 desalination and other water treatment plants
is becoming increasingly competitive and we expect this competition to intensify as the desalination and wastewater
markets continue to grow. Competitors have introduced 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 existing competitors to
introduce improvements to their existing products and introduce new products that are directly competitive 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. The performance and pricing pressure of such
new products could cause us to adjust the prices of Certain-certain eapitatized-products to remain competitive, or we may
not be able to continue to win large contracts, which could adversely affect our market share, competitive position and
margins. Some of our current and 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 them to offer multl- product or packaged solutlons as well as competlng
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change in the competltlve landscape could adversely affect our continuing ability to compete effectively. Energy
Recovery, Inc. | 2024 Annual Report (Form 10- K) | 14A 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 continued construction of new large- scale desalination plants, the
retrofit of existing plants, and the construction of wastewater treatment facilities, parttewtar-particularly sitaation-and-the
Company-ts-netin the countries that are part of the Gulf Cooperation Council, China, Taiwan and India. Weak economic
conditions, inflation and global uncertainty including the continuing conflicts in Ukraine and many parts of the Middle
East may have a position-to-assure-negative economic impact on the-these Grantee-and other countries, which may impact
the levels of any-parttewtar-spending on, timing of, delays to, and availability of, project financing for new desalination and
retrofit plant projects. The inability of our customers to secure credlt or ﬁnancmg for these projects, may result =
Aeeordingly-in the postponement or cancellation of the-these Gran d d i
hew—pro;ects In addltlon, the change in government prlorltles and / or t-he—thelr reductlon fe}ev&nt—}a-ws—m spendlng t-he

eonstdered-as-sueh-for water treatment pro;ects could result -}eeal—ta%pﬁrpeses)—e-ﬁa—eeuntﬁhether—thaﬂ—the—eﬂe—ln decreased
demand for our products and services, which could have t-he—Gr&ﬁtee—ls—etrrrent-l-y—resrd-rng—&ﬂd- an /—adverse effect on et-our
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operations. We Resmefed—SteeleUfnts—ﬂ&e—rnfeﬁnaﬁefreeﬁt&rned-hefem—1mx not be successful&pphe&b-}e—te—the—er&ﬁtee—
developing suitable market adoption for our products in the wastewater market. We have introduced a number of
products designed specifically for the wastewater market in the last few years, including the Ultra High- Pressure PX
family of products and the low pressure PX. While we have enjoyed same-some manner-initial market adoption in certain
key markets, the wastewater market continues to evolve and covers a wide range of industries and geographies, and
utilizes a variety of RO technologies . ENDIA-While we believe our products can be a potential solution to these different
applications, There-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 ”, respectively) requirements for specific industries, in many parts of the world there arc no
eountry—speetfie-terms-and-eonditions-regulations or minimal regulations for treating wastewater . POEAND-Accordingly,
end users in other parts of the world with no or minimal regulations may not be willing to implement wastewater
treatment at all or, if they do plan to implement a wastewater treatment program, they may select a competitive or
alternative wastewater treatment technology. Similar to the desalination market, There-there arc many competitors and

competitive products that can service wastewater industries that do ne-not eountry—speetfie-terms-and-eonditions-include
RO technologles or utlllze our products These competltors may have ex1st1ng relatlonshlps E—mp-}eyee—fneﬂ-—U-S-)
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the—ta*eeﬂseqtteﬂees—/ or s1gn1ﬁcantly greater financlal technlcal marketlng and eerta-rn—othu resources that may make it

850 o complex-and-ean-change qrently-. As a result of the foregoing ,
yeﬂ—sheﬂ-}d—eeﬂs'cr}t—we may not be able to successfully develop our wastewater busmess, develop any market share, or win
any large contracts, which would affect our business, operating results and financial condition. Risks Related to our
Emerging Technologies SegmentWe may not be able to successfully compete in the CO2- based refrigeration system
market. For the past decade, the global commercial and industrial refrigeration industry has been shifting away from
HFC- based refrigerants to natural refrigerants, such as CO2- based refrigerants in response to the global HFC- based
refrigerant phase- down and subsequent environmental regulations. We introduced the PX G1300 energy recovery
device for use in CO2- based refrigeration systems in 2021 and continue to work on developing market adoption of this
new technology. While interest in the PX G1300 has been positive, there is no guarantee that we will ultimately be
successful in generating sustained interest and, more importantly, adoption of our technology on a timeline necessary to
meet our goals, or at all. The global commercial and industrial refrigeration industry can be slow to adopt new
technologies and alternative technologies or new refrigerants may emerge, which may slow the adoption of the PX
G1300. In addition, we may encounter new technological challenges that we will need to solve in order to achieve
adoption of the technology. The global commercial and industrial refrigeration industry is also saturated with your
personal-tax-advisor-very large, established companies who have greater experience and resources and may provide cost
saving methods that utilize novel system architectures, new and improved equipment or materials, ejectors and / or
other energy recovery devices, all or some of which could improve energy efficiency that compete against the PX G1300.
If we are unable to solve any technological challenges, generate and sustain sufficient interest for our CO2- based
refrigeration technology, we may not be able to successfully compete in the CO2- based refrigeration market, which
could have an adverse effect on our CO2 business, and our Emerging Technologies segment financial condition or results
of operation. Energy Recovery, Inc. | 2024 Annual Report (Form 10- K) | 150ur expected future development of the next
generation of the PX G1300 may not be completed as anticipated and / or may not meet our expectations. We are
currently working on the next generation of the PX G1300. If the project timeline is not completed as anticipated, or if
the development of the 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 competitive position and could have a material adverse effect on our business. We may not be
able to develop future new technologies successfully. We have made a substantial investment in R & D and sales and
marketing to execute our diversification strategy into new and existing fluid flow markets, including our recent
commercial refrigeration products. While we see diversification as core to our growth strategy, there 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 technology trends, to enter new markets, both in terms of geographies and product areas, and to drive broad
adoption of the products and services that we 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 competitive products,
and services to address emerging trends and meet customers’ needs, (ii) defend our market share against
information-and fartherguidaneeregarding-any future competitors, (iii) enhance yotr—- our product personat-taxtiabilities
responsibilities-asseetated-service offerings by adding innovative features or disruptive technologies that differentiate
them from those of our competitors and prevent commoditization, (iv) develop, manufacture and bring compelling new
products and services to market quickly and cost- effectively, (v) attract, develop and retain individuals grant
requisite innovation and technical expertise and understanding of customers’ needs to develop new technologies,
products and services, and (vi) continue to invest in manufacturing, R & D, engineering, sales and marketing, and
customer support. Any inability to execute this model for growth could damage your-- our RSUs-reputation . limit the
westing-of-your—- our RSYs-growth, negatively affect our operation results. In addition, profitability, if any, in new
industrial verticals may be lower than in our Water segment, and we may not be sufficiently successful in our
diversification efforts to recoup investments. The failure of our technologies, products or services to maintain and gain
market acceptance due to more attractive 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
competitive position. Risks Related to our General BusinessOur 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. We have experienced significant fluctuations in revenue from quarter- to- quarter and year- to- year, and we
expect such fluctuations to continue. As a result, comparing our operating results on a period- to- period basis may not
be meaningful. Since it is 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 securities analysts, our stock price may be
negatively affected. Material variations to our forecasted MPD project delivery timeline in the fourth quarter of a fiscal
year may have a substantial negative impact on our annual operating results and financial condition. Each of our MPD
contracts generally has a minimum dollar 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
transferred to our customers. If 1) 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 transferred beyond the end of the fourth quarter; we will
not be able to recognize that revenue for the fiscal year. For example, in fiscal year 2024, we forecasted over 40 % of our
annual net revenue to be realized in the fourth quarter. Had we experienced unforeseen delivery cancellations,
postponements or other delays due to project cancellations, project delays, transportation or other shipping delays, or
other adverse events would have prevented delivery in the fourth quarter, it is unlikely we would have had sufficient
time to make up such revenue shortfall. Energy Recovery, Inc. | 2024 Annual Report (Form 10- K) | 160ur 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 current and prospective customers about the use and
benefits of our energy recovery products. This education process can be time- consuming and typically involves a
significant product evaluation process which is particularly pronounced when dealing with product introduction into
new fluid flow industrial verticals. For example, in our Water segment, the average Water segment sales cycle for our
international MPD customers, which are involved with larger desalination plants, typically ranges from 16 to 36 months,
and may exceed 36 months from time- to- time, and the average sales cycle for our OEM customers, which are involved
with smaller desalination plants, ranges from one to 16 months, and may exceed 16 months from time- to- time. These
long sales cycles make revenue predictions difficult and results in our expending significant resources well in advance of
orders for our products, which may cause our operating results to fluctuate and may adversely affect our financial
condition. 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 payments for our products by up to 24 months after the product has been shipped and revenue has been
recognized. Generally, 10 % or less of the revenue we recognize pursuant to our customer contracts is subject to such
holdback provisions and is generally accounted for as contract assets. Such holdbacks may result in relatively high
unbilled receivables. If we are unable to collect these performance holdbacks, our operating results and financial
condition 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. We rely on a limited
number of suppliers for vessel housings, stainless steel ports, and alumina powder for our portfolio of energy recovery
devices and stainless steel castings and components for our hydraulic turbochargers and pumps. Our reliance on a
limited number of manufacturers for these supplies involves several risks, including reduced control over delivery
schedules, quality isstaniee-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 time and resources. If we do not qualify additional suppliers, we may be exposed to increased risk of capacity
shortages due to our dependence on current suppliers. We 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 quantity, or at any specific price, except as set forth in a particular purchase order. Qur



requirements may represent a small portion of the total production capacities of these suppliers, and our suppliers may
reallocate capacity to other customers, even during periods of high demand for our products. We have in the past
experienced, and may in the future experience, product quality issues and delivery 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 satisfy 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 at all, and have significantly decreased
revenue, which could harm our 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 given year. We
manufacture most of our products in our facilities. 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 compared 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 manufacturing facilities through a variety of means, there can be no assurance that our testing will
reveal all quality defects in our products, which may not become apparent until after the products have been sold into
the market. Accordingly, there is a risk that we may incur increased expenses due to excess scrap and significant
warranty claims that will result in additional cost of revenue if our warranty provisions are not sufficient to cover the
actual cost of resolving issues related to defects in our products. If these additional expenses are significant, they could
adversely affect our business, financial condition, and results of operations. Energy Recovery, Inc. | 2024 Annual Report
(Form 10- K) | 17Parts 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 refrigeration markets that result in product redesign; long delays in shipment of our products or
order cancellations, and / or changes related to improvements in existing product design; our need to order raw
materials that have long- lead times; our inability to estimate exact amounts and types of items needed, especially with
regard to the configuration of our high- efficiency pumps; and cost reduction initiatives resulting in component changes
within the products. In addition, we may, from time- to- time, purchase more inventory than is immediately required in
order to shorten our delivery time in case of an anticipated 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 that we may be required to write of-off , and our
business, financial condition, and results of operations could be adversely affected. We may not generate positive returns
on our research and development and our corporate growth strategy. Developing our products is expensive and the
investment in 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 difficult. We expect that our results of operations may be impacted by the timing and size of these
investments. In addition, these investments may take several years to generate positive returns, if ever. Our corporate
growth strategy provides a roadmap for overall growth of our Company shares-, including certain product introduction
timelines, market opportunities and operating cost measures the-sate-of-Company-shares-aequitred-underthePlan-. Please
note-While we believe that this sapplemtentroadmap prepares us for the future growth and longevity of our Company, we
cannot be assured that all aspects in our corporate growth strategy will result in a favorable impact. Accordingly, actual
implementation of our corporate growth strategy may vary from the 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 effect on our business, financial condition, or results of operations. Business
interruptions may damage our facilities or those of our suppliers. Our operations and those of our suppliers may be
vulnerable to interruption by fire, earthquake, flood, 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. If a natural disaster occurs, our ability to 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 i insurance we maintain agalnst general busmess mterruptlons -rn—nafure—&nd—dees—nef

fhe—R—S-Us—\\ ill be seﬁ-}ed-adequate to cover all of our losses We are, from tlme to tlme, 1nvolved in shafes—legal proceedlngs
and may be subject to additional future legal proceedings that may result in material adverse outcomes. In addition to the
IP litigation risks discussed below, we may become involved in the future in various commercial and the-other shares
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
whlch we are lnvolved Our current legal proceedlngs and any future lawsults to whlch we may become a party are, and

expensrve fhe—ex&mp}e

fhe—ta*e%et-her—}aws—rn-mvestlgate, defend and resolve, and will divert your— our management’ s attention eountry-apply-to

your-speetfie-situation. H-yorAny litigation to which we arc a party may result in eitizen-orresident-oefanothereountry-or
transfer-employment-and-- an ~onerous or unfavorable judgment that resideneyafter RSUs-are-granted-to-youorif yorrare-no



: e is-stppletren may not be reversed
up0n appeal or appl-reab-}e—te—yeu—F-ma-Hy—t-he—rn-fermaﬁen— thts—supp}emen-t—asstuﬁes—payments of substantial monetary

damages or fines, or we may decide to settle lawsuits on similarly unfavorable terms, which could have an adverse effect
on our business, financial condition, or results of operations. Our actual operating results may differ significantly from
our guidance. We release guidance in our quarterly earnings conference calls, quarterly earnings releases, or otherwise,
regardlng our future performance that yeu—&re—net—a—U—represents our management’ s estimates as of the date of release .
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eurreﬁt—regu-}&t-teﬂs—publlshed guldellnes of the Amerlcan Instltute of Certlﬁed Pubhc 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 to the projections . S
Energy Recovery, Inc . Estate-TaxYotshould-be-| 2024 Annual Report (Form 10- K) | 18Projections awatre--- are based
upon a number of assumptions and estimates that B—S—estate-tax-, while presented with numerical specificity, are
inherently subject to significant business, economic and competltlve uncertainties and contlngencles, fn&y—many be
assessed—&t—the—t—nﬁe-ol whlch are beyond our control d w
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outcomes as high and low ranges which are 1ntended to pr0v1de a perseﬂal—ta*eﬁﬁﬂaﬂeral—adﬂwsensmvrty analys1s as
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outlook with analysts and investors. We do not accept any responsibility for any projections or reports published by any
such third parties. Guidance its— is 2620-IneentivePlan-necessarily speculative 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 significantly
from actual results. Accordingly, our guidance is only an estimate of what management believes is realizable as amended
of the date of release. Actual results may vary from our guidance and time-te-time(-the “Plan>);-hereby-grantsto-variations

may be material. In light of the individual-isted-below(the~Partietpant>)-foregoing, investors are urged not to rely upon
our guidance in making an Award-efa-investment decision regarding our common stock . Any failure appreetationright(*
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finanetal-reporting-appearing-in Ihls Annual Rmel on Form 10- K could result in the actual operatlng results bemg dlfferent
from our guidance and the differences may be adverse and material. In preparing our financial statements we make
certain assumptions, judgments and estimates that affect amounts reported in our consolidated financial statements,
which, if not accurate, may significantly impact our financial results. We make assumptions, judgments and estimates
for a number of items, 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 contingencies, if any. These assumptions, judgments and estimates are
drawn from historical experience and various the-other yearended-Deeember31,2023-factors that we believe are
reasonable under the circumstances as of the date of the consolidated financial statements . /s/Delottte-&Fouehe LR
Actual results could differ materially from our estimates, and such differences could significantly impact our financial
results. Our global operations expose us to risks and challenges associated with conducting business internationally, 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. We operate on a global basis with offices or activities in North, South and Latin America, Middle
East and Africa, Asia, and Europe. We face risks inherent in conducting business internationally, including compliance



with international and U. S. laws and regulations that apply to our international operations. These laws and regulations
include tax laws, anti- competition regulations, import and trade restrictions, export control laws, and laws which
prohibit corrupt payments to governmental officials 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. export law restrictions that limit the destinations and types of
customers to which our products may be sold, or require San—- an Franeiseo-export license in connection with sales
outside the U. S. Given the high level of complexity of these laws , CatiforniaFebruary2+-there is a risk that some
provisions may be inadvertently or intentionally 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 result in
fines, criminal sanctions against us, our officers or our employees, and prohibitions or conditions on the conduct of our
business. Any such violations could include prohibitions or conditions on our ability to offer our products in one or more
countries and could materially damage our reputation, our brand, our business, and our operating results. In addition,
we operate in many parts of the world that have experienced significant governmental corruption to some degree and, in
certain circumstances, strict compliance with anti- bribery laws may conflict with local customs and practices. We may
be subject to competitive disadvantages to the extent that our competitors are able to secure business, licenses, or other
preferential treatment by making payments to government officials and others in positions of influence or through other
methods that relevant law and regulations prohibit us from using. Our success depends, in part, on our ability to
anticipate these risks and manage these difficulties. These factors or any combination of these factors may adversely
affect Our revenue or our overall ﬁnanc1al performance Energy Recovery, Inc. | 2( )”4 E—)&h—rbﬁ%—l—l—GE-R—"PI-F-I-&AEHGN—GF

fewewed—t-hts—xnnual quu ot ( F orm 10- K ) | 190ur fallure to maintain approprlate sustamablhty practlces and
disclosures could result in reputational harm, a loss of customer and investor confidence, and adverse business and
financial results. Governments, investors, customers, and employees are enhancing their focus on sustainability practices
and disclosures, and expectations in this area are rapidly evolving and increasing. While we monitor the various and
evolving standards and associated reporting requirements, failure to adequately maintain appropriate sustainability
practices that meet diverse stakeholder expectations may result in the loss of business, reduced market valuation, an
inability to attract customers, and an inability to attract and retain top talent. 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 matters. Concern over climate change can result in new or additional legal or regulatory
requirements designed to reduce greenhouse gas emissions and / or mitigate the effects of climate change on the
environment, such as taxation of, or caps on the use of, carbon- based energy. While we have certain sustainability
initiatives, there can be no assurance that regulators, customers, investors, and employees will determine that these
programs are sufficiently robust. There can be no assurance that we will be able to attain 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 them within the timelines we announce or at all. Actual or
perceived shortcomings with respect to our sustainability initiatives and reporting can impact our ability to hire and
retain employees, increase our customer base, or attract and retain certain types of investors. 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. In addition, parties
are increasingly focused on specific disclosures and frameworks related to sustainability matters. Collecting, measuring,
and reporting sustainability information and metrics can be costly, difficult and time consuming, is subject to evolving
reporting standards, and can present numerous operational, reputational, financial, legal 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 potential 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 acquisitions of
and investments in other businesses, technologies, and assets, and such acquisitions or investments are subject to risks
that could affect our business, including risks related to: * the necessity of coordinating geographically disparate
organizations; * implementing common systems and controls; * integrating personnel with diverse business and cultural
backgrounds; ¢ integrating acquired research and manufacturing facilities, technology and products; * combining
different corporate cultures and legal systems; * unanticipated 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; ¢ retaining key employees; ®
obtaining required government and third- party approvals; ¢ legal limitations in new jurisdictions; ¢ installing effective
internal controls and audit procedures; ¢ issuing common stock that could dilute the interests of our existing
stockholders; ¢ spending cash and incurring debt; * assuming contingent liabilities; and * creating additional expenses.
Energy Recovery, Inc. | 2024 Annual Report (Form 10- K) | 20We may not be able to identify opportunities or complete
transactions on commercially reasonable terms, or at all, or actually realize any anticipated benefits from such
acquisitions or investments. Similarly, we may not be able to obtain financing for acquisitions or investments the-period
ended-Deeember31,2023;2Based-on my-knowledge-attractive terms. If we do complete acquisitions , thisreport-does-we



cannot ensure that they will ultimately strengthen our competitive or financial position or that they will not eentain-be
viewed negatively by customers, financial markets, investors, or the media. In addition, the success of any untrue
statement-acquisitions or investments also will depend, in part, on our ability to integrate the acquisition or investment
with our existing operations. The integration of businesses that we may acquire is likely to be a complex, time-
consuming, 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. If we fail in any acquisition integration
efforts and are unable to efficiently operate as a combined organization utilizing common information and
communication systems, operating procedures, financial controls, and human resources practices, our business, financial
condition, and results of operations may be adversely affected. In connection with certain acquisitions, 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 amortizable intangible assets that will be subject to
impairment testing on a regular basis and potential periodic impairment charges, incur amortization expenses related to
certain intangible assets, and incur large and immediate write- offs and restructuring and other related expenses, all of
which could harm our financial condition and results of operations. Our success depends, in part, on key personnel
whose continued service is not guaranteed. Our success depends, in part, on the continued availability and service of key
personnel, including executive officers and other highly qualified employees, particularly when we undergo a leadership
transition. Competition for these key personnel is intense. We cannot assure that we will retain our key personnel or
that we will be able to recruit and retain other highly qualified employees in the future. Losing any key personnel could,
at least temporarily, have faet-adverse effect on or-our emit-business, financial position and results of
operations. We face risks arising from the restructuring of our operations and uncertainty with respect to state-our
ability to achieve any anticipated cost savings associated with such restructuring. During the fourth quarter of fiscal year
2024, we implemented a restructuring plan which included reductions in workforce in all functions of the organization,
primarily in our San Leandro location, in order to lower our operating cost structure, and to position us for profitable
growth. Charges related to such actions may harm our profitability in the periods incurred. Restructuring program
actions, which include a reduction in workforce, may present a number of significant risks that could have
neeessary-adverse effect on our operations, financial condition, results of operations, cash flow, or business reputation,
including: ¢ incurrence of additional costs in the short- term, including workforce reduction costs, training of employees
or third- party resources, and charges relating to consolidation of excess facilities; * actual or perceived disruption of
service or reduction in service levels to our customers; ¢ potential disruption of manufacturing of product to satisfy our
contractual commitments; * potential adverse effects on our internal control environment and inability to preserve
adequate internal controls relating to our general and administrative functions; ¢ actual or perceived disruption to
customers, suppliers, distribution networks and other important operational relationships and the inability to resolve
potential conflicts in a timely manner; * diversion of management’ s attention from ongoing business activities and
strategic objectives; * failure to maintain employee morale, damage to company culture and an increase in employment
claims; * employee attrition beyond planned reductions and workforce transitions, including inadequate transfers of
knowledge; and * damage to our reputation as an employer, which could it more difficult for us to hire new
employees in the future. Because of the-these and statements-made-intightofthe-other eireumstanees-under-factors, some of

may sueh-statements-were-made;not misleadinig-be entirely within our control, we may not fully realize the purpose
and anticipated operational benefits, efficiencies or cost savings of any productivity actions in the expected timelines, or
at all, and, if we do not, our business and results of operations may be adversely affected. Energy Recovery, Inc. | 2024
Annual Report (Form 10- K) | 21Risks Related to Economic Conditions and Geopolitical ConflictsUncertainty 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. We 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 provide a significant portion of our total revenue.
Therefore, we are exposed to, and impacted by, global macroeconomic factors, U. S. and foreign government policies,
and foreign exchange fluctuations. There is uncertainty surrounding macroeconomic factors in the U. S. and globally
characterized by the supply chain environment, inflationary pressure, rising interest rates, and labor shortages. These
global macroeconomic factors, coupled with the U. S. political climate, political unrest internationally, and conflicts in
Europe and the Middle East, have created global economic and political uncertainty, and 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 condition, or results of operations. Over the long-
term, demand for our energy recovery devices could correlate to global macroeconomic and geopolitical factors. Any
disruption to the economic factors and regulations in these regions, which remain uncertain, may adversely affect our
results of operations and financial condition. In addition, there is uncertainty as to the position the U. S. will take

world affairs. This uncertainty may include such issues as the U. S. support for existing treaty and trade

relationships with other countries, including, notably, China, Mexico and Canada. This uncertainty, together with other
recent key global events, such as recently enacted currency control regulations and tariff regimes in or against China,
Mexico and Canada, ongoing terrorist activity, and hostilities in the Middle East, may adversely impact (i) the ability or
willingness of non- U. S. companies to transact business with U. S. companies, including with us; (ii) our ability to
transact 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 markets (including The NASDAQ Global
Select Market Composite on which our common shares are traded); and (v) general global economic conditions.



Furthermore, the conflicts in Europe and the Middle East have resulted in worldwide geopolitical and macroeconomic
uncertainty, and we cannot predict how these conflicts will evolve or their timing. If these conflicts continue for a
significant time or further expand to other countries or regions, the-they peried-eovered-could have additional adverse
effects on macroeconomic conditions that may have a direct adverse impact on our business and / or our supply chain,
business partners 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 compete effectively in global markets. Risks Related to Information
TechnologyWe 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 systems, it is virtually impossible for us to entirely mitigate 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 assets by this-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, theft, manipulation and destruction of private and proprietary data, and
production downtimes. Although we actively employ measures to prevent unauthorized access to our information
systems, preventing unauthorized use or infringement of our rights is inherently difficult. 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 management’ s attention and adversely affect the market’ s perception of us and our
products. In addition, we must frequently expand our internal information system to meet increasing demand in storage,
computing and communication, which may result in increased costs. Our internal information system is expensive to
expand and must be highly secure due to the sensitive nature of our customers’ information that we transmit. Building
and managing the support necessary for our growth places significant demands on our management and resources.
These demands may divert these resources from the continued growth of our business and implementation of our
business strategy. Energy Recovery, Inc. | 2024 Annual report-Report (Form 10- K) | 220ur actual or perceived failure to
adequately protect personal data could adversely affect our business, financial condition and results of operations. A
wide variety of provincial, state, national, 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 obligations in foreign jurisdictions are subject to unexpected changes, including the potential for regulatory
or other governmental entities to enact new or additional laws or regulations, to issue rulings that invalidate prior laws
or regulations, or to increase penalties significantly. Compliance with these laws and regulations can be costly and can
delay or impede the development and offering of new products and services. For example, the General Data Protection
Regulation, which became effective in May 2018, imposes more stringent data protection requirements, and provides for
significantly greater penalties for noncompliance, than the European Union laws that previously applied. Additionally,
California recently enacted legislation, the California Privacy Rights Act (“ CPRA ”), which amends the California
Consumer Privacy Act. The CPRA took effect on January 1, 2023, and enforcement began on July 1, 2023. We may be
subject to additional obligations relating to personal data by contract that industry standards apply to our practices.
Our actual 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 processing, could
result in enforcement actions and regulatory investigations against us, claims for damages by customers and other
affected individuals, fines, damage to our reputation, and loss of goodwill, any of which could have a material adverse
effect on our operations, financial performance, and business. Further, evolving and changing definitions 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
limiting 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. Risks Related to Intellectual Propertylf 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 to
establish and maintain proprietary rights in our technology and to protect our technology from copying by others. We
rely on trade secret, patent, copyright, and trademark laws, as well as confidentiality agreements with employees and
third parties, all of which may offer only limited protection. We hold a number of U. S. and counterpart international
patents, and when their terms expire, we could become more vulnerable to increased competition. The protection of our
IP in some countries may be limited. While we have expanded our portfolio of patent applications, we do not know
whether any of our pending patent applications will result in 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 patents that may be issued in the future may not
provide us with proprietary protection or competitive 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 patents impaired or useless and ultimately expose us to currently
unanticipated competition. Protecting against the unauthorized use of our products, trademarks, and other proprietary



rights is expensive, difficult, and in some cases, impossible. Litigation may be necessary in the future to enforce or
defend our IP rights or to determine the validity and scope of the proprietary rights of others. IP litigation could result in
substantial costs and diversion of management resources, either of which could harm our business. Energy Recovery,
Inc. | 2024 Annual Report (Form 10- K) | 23Claims 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 claims against us may increase as the number of products and competitors in
our market increases and overlaps occur. In addition, to the extent that we gain greater visibility, we believe that we will
face a higher risk of being the subject of IP infringement claims. Any claim of infringement by a third party, even those
without merit, could cause us to incur substantial costs defending against the claim and could distract management from
our business. Furthermore, a party making such a claim, if successful, could secure a judgment that requires us to pay
substantial damages. A judgment against 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 at all. Alternatively, we may be required to develop non- infringing
technology, which could require significant effort and expense and may ultimately not be successful. Any of these events
could seriously harm our business. Third parties may also assert infringement claims against our customers. Because we
generally indemnify 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 litigation on their behalf in one or more jurisdictions, regardless of
the merits of these claims. If any of these claims succeed, we may be forced to pay damages on behalf of our customers.
Risks Related to Tax and Governmental RegulationsThe 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 effective tax rates could be
subject to volatility or adversely affected by changes in tax laws, regulations, accounting principles, or interpretations
thereof. In addition, the U. S. Tax Cuts and Jobs Act (“ Tax Act ) enacted in 2017, made significant changes to the
taxation of U. S. business entities that may have a meaningful impact to our provision for income taxes. These changes
included a reduction to 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 transfer pricing payments,
foreign derived intangible income deductions, capitalization of R & D expenses beginning in the 2022 tax year, and
possible limitations on the deductibility of net interest expense or corporate debt obligations. The U. S. Department of
the Treasury continues to issue regulations that affect various components of the Tax Act. Our future effective tax rate
may be impacted by changes in interpretation of the regulations, as well as additional legislation and guidance regarding
the Tax Act. In addition, many countries are beginning to implement legislation and other guidance to align their
international tax rules with the Organisation for Economic Co- operation’ s Base Erosion and Profit Shifting
recommendations and action plan that aim to standardize and modernize global corporate tax policy, including changes
to cross- border tax, transfer- pricing documentation rules, and nexus- based tax incentive practices. As a result of the
heightened scrutiny of corporate taxation policies, prior decisions by tax authorities regarding treatments and positions
of corporate income taxes could be subject to enforcement activities, and legislative investigation and inquiry, which
could also result in changes in tax policies or prior tax rulings. Any such changes in policies or rulings may also result in
the taxes we previously paid being subject to change. Due to the scale of our international business activities any
substantial changes in international corporate tax policies, enforcement activities or legislative initiatives may materially
and adversely affect our business, the amount of taxes we are required to pay and our financial condition and results of
operations generally. Energy Recovery, Inc. | 2024 Annual Report (Form 10- K) | 24Changes 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 time, 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
to us. For example, 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 from the 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 legislation. 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
contribute to overall market volatility. In addition, it is uncertain if and to what extent various states will conform to
federal tax legislation. Changes in corporate tax rates, the realization of net deferred tax assets relating to our
operations, the taxation of foreign earnings, and the deductibility of expenses under the Tax Act or future reform
legislation could have a material impact on the value of our deferred tax assets, could result in 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, regulation 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 it is not possible to predict whether and when any such changes will
occur, changes at the local, state or federal level could impact our business. Specific legislative and regulatory proposals
that could have a material impact on us include, but are not limited to, modifications to international trade policy ; 3
public company reporting requirements; and environmental regulation . Based-We cannot predict what actions may



ultimately 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 retaliation. There is currently uncertainty
about the future relationship between the U. S. and various other countries with respect to trade practices. 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 import into the U. S. In
addition, certain countries have enacted retaliatory tariffs, which could significantly increase the cost of our products
shipped into those countries. Accordingly, it is difficult to predict how such actions my-may knowledge-impact our
business operations , such as our supply chain from our vendors and sales to our customers on which we are
substantially dependent, that are located in various countries at risk for escalating trade disputes and retaliatory tariffs.
Any resulting trade wars could have a significant adverse effect on world trade and could adversely impact our revenues,
gross margins and business operations. Unanticipated changes in our tax provisions or exposure to additional income tax
liabilities could affect our profitability and cash flows. We are subject to income and the-other taxes in the U. S. and
numerous foreign jurisdictions. Significant judgments and estimates are required to be made in determining our
worldwide provision for income taxes. Changes in estimates of projected future operating results, changes in tax laws,
loss of deductibility of items, changes in the source of income, amount and location of R & D spending, limitations on our
ability to utilize tax net operating losses in the future or changes in assumptions regarding our ability to generate future
taxable income could result in significant increases to our tax expense and liabilities that could adversely affect our
financial condition and profitability. In addition, we are subject to ongoing tax audits in various jurisdictions. In
connection with these audits (or future audits), tax authorities may disagree with our estimates or other matters and
assess additional taxes. For example, we are under a federal income tax audit by the IRS, for fiscal year 2021 (the “ 2021
Tax Audit ). The 2021 Tax Audit is ongoing with no proposed adjustments by the IRS to date. We do not expect a
preliminary resolution of the 2021 Tax Audit to be reached during the next six months. While we regularly assess the
likely outcome of the 2021 Tax Audit in order to determine the appropriateness of our tax provision, tax audits are
inherently uncertain and an unfavorable outcome could occur. As a result, the ultimate resolution of the 2021 Tax Audit,
changes in tax laws or tax rates, and the ability to utilize our deferred tax assets could materially affect our tax provision,
net income and cash flows in future periods. Energy Recovery, Inc. | 2024 Annual Report (Form 10- K) | 25Risks Related
to our Internal ControlsChanges 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. We prepare our
consolidated financial statements in conformity with U. S. generally accepted accounting principles (“ GAAP ”). These
principles are subject to 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 accounting standards on a variety of topics. These and other such standards generally result in different accounting
prlnclples, whlch may 51gn1ﬁcantly 1mpact our reported results or could result in variability of our financial infermation
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our e&used—ﬁlmg if such controls were unable to prov1de assurance that a material error would be prevented or detected
in a timely manner. We have an ongoing program to review the design of our internal eentret-controls framework in
keeping with changes in business needs, implement necessary changes to our controls design and test the system and
process controls necessary to comply with these requirements. If in the future, our internal controls over financial
reporting are determined to be designed-undernot effective resulting in a material weakness et or supervistorr-significant
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with-generally-aceepted-aceounting the market price of our stock and otherwise negatively affect our liquidity and
financial condition. Risks Related to our Common StockInsiders and prineiptes—- principal :(e)Evalaated-stockholders
will likely have significant influence over matters requiring stockholder approval. Our directors, executive officers, and
the-other effeetiveness-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 transactions such as a merger or the
other fegisffant—sale of our company, or our company s assets. The market price diselosure-controls-and-procedures-and
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common slod< 7 Th1s program began dnd was completed in lhc E—xeeuﬁve—@fﬁeersﬁ-l—l—ewns—fourth quarter of ﬁscal year
2024. sueh—Such programs may be suspended or discontinued at any time, at the discretion of management. The timing of
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We cannot guarantee that we w1ll repurchase any addltlonal shares under —theﬁ—the—these program Gemp&rry—may—sa-t-tsfy

because the stock prlce of Qefnpany—te

ﬁe*ate—aﬂy—Fedefal-seetua&es—}aws—SEGru-}e—efour Naséaq—ru-}e—7—common stock may dechne below Gt-heﬁ—— the Reeevery
Rrg-hfs—levels at whlch we effected repurchases hris G




