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Forward-Looking Information

This Quarterly Report on Form 10-Q for the three and six months ended June 30, 2023, including Part I, Item 2, “Management’s Discussion and 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 forward-looking statements are not guarantees of future performance or events.

» o« » o« P ” o » o« ” P ”

Words such as “expects,” “anticipates,” “aims,” ‘projects,” “intends,” “plans,” “believes,” “estimates,” “seeks,” “continue,” “could,” “may,” ‘potential,”
“should,” “will,” “would,” variations of such words and similar expressions are also intended to identify such forward-looking statements. These forward-looking
statements are subject to risks, uncertainties and assumptions that are difficult to predict; therefore, actual results may differ materially and adversely from those
expressed in any forward-looking statements. Readers are directed to risks and uncertainties identified under Part Il, Item 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 statements for any reason.

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

« our belief that we have sufficient raw material and finished goods to mitigate supply chain issues;
« our belief that the scalability and versatility of our platform can help us achieve success in emerging markets similar to SWRO;

« our belief that pressure exchanger technology can provide benefits to our customers, including the reduction of capital expenditures and energy use;

e our belief that our PX® Pressure Exchanger® (“PX”) has helped make SWRO an economically viable and more sustainable option in the production
of potable water;

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

« our belief that sales of carbon dioxide (“CO 2”) refrigeration systems will increase in response to regulations and supermarkets’ search for safe natural
refrigerants;

« our belief that our pressure exchanger technology can significantly aid in the reduction of the operating costs of CO 2 refrigeration systems by
recycling the pressure energy of COz2 gas thereby significantly reducing the energy needed to operate these systems;

«  our belief that the PX G1300 ™ could eventually alter the standard refrigeration system architecture by reducing costs for retail end users such as
grocery stores;

* our objective of finding new applications for our technology and developing new products for use outside of desalination;

« our belief that our current facilities will be adequate for the foreseeable future;

« our belief that by investing in research and development, we will be well positioned to continue to execute on our product strategy;
*  our expectation that sales outside of the U.S. will remain a significant portion of our revenue;

« our belief that our existing cash and cash equivalents, our short and/or long-term investments, and the ongoing cash generated from our operations,
will be sufficient to meet our anticipated liquidity needs for the foreseeable future, with the exception of a decision to enter into 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;

« our belief that our cash deposit risk at uninsured or under insured financial institutions will not materially affect our current liquidity;
* our expectation that the lender under our current credit agreement, as amended, will continue to honor its commitments to us;

« our belief that we will be in compliance with the terms of the existing credit agreement, as amended, in the future;

* our expectation that we will continue to receive a tax benefit related to U.S. federal foreign-derived intangible income;

« the impact of changes in internal control over financial reporting; and
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« other factors disclosed under the MD&A and Part |, Item 3, “Quantitative and Qualitative Disclosures about Market Risk,” and elsewhere in this Form
10-Q.

You should not place undue reliance on these forward-looking statements. These forward-looking statements reflect management’s opinions only as of
the date of the filing of this Quarterly Report on Form 10-Q. All forward-looking statements included in this document are subject to additional risks and
uncertainties further discussed under Part Il, Item 1A, “Risk Factors,” and are based on information available to us as of August 2, 2023. We assume no
obligation to update any such forward-looking statements. Certain risks and uncertainties could cause actual results to differ materially from those projected in
the forward-looking statements. These forward-looking statements are disclosed from time to time in our Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K filed with or furnished to the Securities and Exchange Commission (the “SEC”), as well as in Part Il, Item 1A, “Risk
Factors,” within this Quarterly Report on Form 10-Q.

It is important to note that our actual results could differ materially from the results set forth or implied by our forward-looking statements. The factors that
could cause our actual results to differ from those included in such forward-looking statements are set forth under the heading Item 1A, “Risk Factors,” in our
Quarterly Reports on Form 10-Q, and in our Annual Reports on Form 10-K, and from time-to-time, in our results disclosed on our Current Reports on Form 8-K.
In addition, when preparing the MD&A below, we presume the readers have access to and have read the MD&A in our Annual Report on Form 10-K, pursuant
to Instruction 2 to paragraph (b) of Item 303 of Regulation S-K.

We provide our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Proxy Statements on Form DEF 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 filings will
become available as soon as reasonably practicable after such material is electronically filed with or furnished to the SEC. From time to time, we may use our
website as a channel of distribution of material company information.

We also make available in the Investor Relations section of our website our corporate governance documents including our code of business conduct and
ethics and the charters of the audit, compensation and nominating and governance committees. These documents, as well as the information on the website,
are not intended to be part of this Quarterly Report on Form 10-Q. We use the Investor Relations section of our website as a means of complying with our
disclosure obligations under Regulation FD. Accordingly, you should monitor the Investor Relations section of our website in addition to following our press
releases, SEC filings and public conference calls and webcasts.
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PART | — FINANCIAL INFORMATION

Item 1 — Financial Statements (unaudited)

Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventories, net
Prepaid expenses and other assets

Total current assets

Long-term investments

Deferred tax assets, net

Property and equipment, net

Operating lease, right of use asset

Goodwill

Other assets, non-current

Total assets

ENERGY RECOVERY, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Accounts payable
Accrued expenses and other liabilities
Lease liabilities
Contract liabilities
Total current liabilities
Lease liabilities, non-current
Other liabilities, non-current
Total liabilities
Commitments and contingencies (Note 7)
Stockholders’ equity:
Common stock
Additional paid-in capital
Accumulated other comprehensive loss
Treasury stock
Retained earnings
Total stockholders’ equity

Total liabilities and stockholders’ equity

See Accompanying Notes to Condensed Consolidated Financial Statements

June 30, December 31,
2023 2022
(In thousands)

44,239 $ 56,354
50,832 33,479
15,361 34,062
36,315 28,366
3,544 5,606
150,291 157,867
2,471 3,058
11,672 10,263
19,391 19,580
12,306 13,115
12,790 12,790
753 366
209,674 $ 217,039
1,741 $ 814
10,491 14,693
1,689 1,600
1,268 1,195
15,189 18,302
12,488 13,278
215 121
27,892 31,701
65 64
209,139 204,957
(127) (349)
(80,486) (80,486)
53,191 61,152
181,782 185,338
209,674 $ 217,039
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Revenue
Cost of revenue
Gross profit

Operating expenses:
General and administrative
Sales and marketing
Research and development
Total operating expenses
Income (loss) from operations

Other income (expense):
Interest income
Other non-operating expense, net
Total other income, net
Income (loss) before income taxes
Provision for (benefit from) income taxes

Net income (loss)

Net income (loss) per share:
Basic
Diluted

ENERGY RECOVERY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended June 30,

Six Months Ended June 30,

Number of shares used in per share calculations:

Basic
Diluted

2023 2022 2023 2022
(In thousands, except per share data)

$ 20,723 20,292 $ 34,124 52,838
7,180 6,920 12,426 16,418

13,543 13,372 21,698 36,420

7,269 6,996 14,335 13,547

5,092 3,849 9,986 7,213

3,768 5,431 8,074 10,342

16,129 16,276 32,395 31,102

(2,586) (2,904) (10,697) 5,318

782 166 1,403 227
(126) (60) (91 4)

656 106 1,312 223

(1,930) (2,798) (9,385) 5,541

(265) (439) (1,424) 6

$ (1,665) (2,359) $ (7,961) 5,535
$ 0.03) (0.04) $ 0.14) 0.10
$ (0.03) 0.04) $ 0.14) 0.10
56,363 56,218 56,296 56,499

56,363 56,218 56,296 57,858

See Accompanying Notes to Condensed Consolidated Financial Statements
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ENERGY RECOVERY, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
(In thousands)
Net income (loss) $ (1,665) $ (2,359) $ (7,961) $ 5,535
Other comprehensive income (loss), net of tax

Foreign currency translation adjustments 114 15 97 4
Unrealized gain (loss) on investments 30 (112) 125 (370)
Total other comprehensive income (loss), net of tax 144 97) 222 (366)
Comprehensive (loss) income $ (1,521) $ (2,456) $ (7,739) $ 5,169

See Accompanying Notes to Condensed Consolidated Financial Statements
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ENERGY RECOVERY, INC.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Three Months Ended June 30,

Six Months Ended June 30,

2023 2022 2023 2022
(In thousands, except shares)
Common stock
Beginning balance $ 64 64 $ 64 64
Issuance of common stock, net 1 — 1 —
Ending balance 65 64 65 64
Additional paid-in capital
Beginning balance 207,340 198,211 204,957 195,593
Issuance of common stock, net 213 222 378 985
Stock-based compensation 1,586 1,696 3,804 3,551
Ending balance 209,139 200,129 209,139 200,129
Accumulated other comprehensive loss
Beginning balance (271) (418) (349) (149)
Other comprehensive income (loss)
Foreign currency translation adjustments 114 15 97 4
Unrealized gain (loss) on investments 30 (112) 125 (370)
Total other comprehensive income (loss), net 144 97) 222 (366)
Ending balance (127) (515) (127) (515)
Treasury stock
Beginning balance (80,486) (61,888) (80,486) (53,832)
Common stock repurchased — (18,567) — (26,623)
Ending balance (80,486) (80,455) (80,486) (80,455)
Retained earnings
Beginning balance 54,856 44,997 61,152 37,103
Net (loss) income (1,665) (2,359) (7,961) 5,635
Ending balance 53,191 42,638 53,191 42,638
Total stockholders’ equity $ 181,782 161,861 $ 181,782 161,861
Common stock issued (shares)
Beginning balance 64,491,384 63,838,567 64,225,391 63,544,419
Issuance of common stock, net 62,585 96,811 328,578 390,959
Ending balance 64,553,969 63,935,378 64,553,969 63,935,378
Treasury stock (shares)
Beginning balance 8,148,512 7,136,594 8,148,512 6,721,153
Common stock repurchased — 1,010,265 — 1,425,706
Ending balance 8,148,512 8,146,859 8,148,512 8,146,859
Total common stock outstanding (shares) 56,405,457 55,788,519 56,405,457 55,788,519

See Accompanying Notes to Condensed Consolidated Financial Statements
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net (loss) income
Adjustments to reconcile net (loss) income to cash provided by (used
Stock-based compensation
Depreciation and amortization
Right of use asset depreciation
(Accretion) amortization of premiums and discounts on investments
Deferred income taxes
Other non-cash adjustments
Changes in operating assets and liabilities:
Accounts receivable, net
Contract assets
Inventories, net
Prepaid and other assets
Accounts payable
Accrued expenses and other liabilities
Contract liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Sales of marketable securities
Maturities of marketable securities
Purchases of marketable securities
Capital expenditures and proceeds from sales of fixed assets
Net cash used in investing activities
Cash flows from financing activities:
Net proceeds from issuance of common stock
Repurchase of common stock
Net cash provided by (used in) financing activities
Effect of exchange rate differences on cash and cash equivalents
Net change in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of year

Cash, cash equivalents and restricted cash, end of period

See Accompanying Notes to Condensed Consolidated Financial Statements

ENERGY RECOVERY, INC.

in) operating activities

Six Months Ended June 30,

2023 2022
(In thousands)

(7,961) $ 5,535
4,020 3,604
2,019 2,894

808 755
(383) 507
(1,409) (127)
149 (91)

18,732 6,704
1,355 194

(8,097) (7,905)

(267) (331)
804 3,063
(5,266) (5,477)
19 (1,846)
4,523 7,479
2,966 —
29,950 25,421
(49,185) (35,964)
(767) (2,436)
(17,036) (12,979)
379 985
= (26,623)
379 (25,638)
41 4
(12,093) (31,134)
56,458 74,461
44,365 $ 43,327
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ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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 solutions that make industrial
processes more efficient and sustainable. Leveraging the Company’s pressure exchanger technology, which generates little to no emissions when operating,
the Company’s solutions lower costs, save energy, reduce waste and minimize emissions for companies across a variety of 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 that its customers do not have to sacrifice quality and cost savings for
sustainability and is committed to developing solutions that drive long-term value — both financial and environmental. The Company’s solutions are marketed,
sold in, or developed for, the fluid-flow and gas markets, such as seawater and wastewater desalination, natural gas, chemical processing and refrigeration
systems, under the trademarks ERI®, PX®, Pressure Exchanger®, PX® Pressure Exchanger® (“PX”), Ultra PX™, PX G™, PX G1300™, PX PowerTrain™, AT ™,
and Aquabold™. 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 Condensed Consolidated Financial Statements include the accounts of Energy Recovery, Inc. and its wholly-owned subsidiaries. All intercompany
accounts and transactions have been eliminated in consolidation.

The accompanying Condensed Consolidated Financial Statements have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission (the “SEC”). Certain information and footnote disclosures normally included in the financial statements prepared in accordance with
U.S. generally accepted accounting principles (“GAAP”) have been condensed or omitted pursuant to such rules and regulations. The December 31, 2022
Condensed Consolidated Balance Sheet was derived from audited financial statements and may not include all disclosures required by GAAP; however, the
Company believes that the disclosures are adequate to make the information presented not misleading.

The June 30, 2023 unaudited Condensed Consolidated Financial Statements should be read in conjunction with the audited Consolidated Financial
Statements and the notes thereto for the fiscal year ended December 31, 2022 included in the Company’s Annual Report on Form 10-K filed with the SEC on
February 23, 2023 (the “2022 Annual Report”).

All adjustments consisting of normal recurring adjustments that are necessary to present fairly the financial position, results of operations and cash flows
for the interim periods have been made. The results of operations for the interim periods are not necessarily indicative of the operating results for the full fiscal
year or any future periods.

Reclassifications

Certain prior period amounts have been reclassified in the Condensed Consolidated Balance Sheets, Condensed Consolidated Statements of Cash
Flows and certain notes to the Condensed Consolidated Financial Statements to conform to the current period presentation.
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ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Use of Estimates

The preparation of Condensed Consolidated Financial Statements, in conformity with GAAP, requires the Company’s management to make judgments,
assumptions and estimates that affect the amounts reported in the Condensed Consolidated Financial Statements and accompanying notes.

The accounting policies that reflect the Company’s significant estimates and judgments and that the Company believes are the most critical to aid in fully
understanding and evaluating its reported financial results are revenue recognition; valuation of stock options; useful life and valuation of equipment; valuation
and impairment of goodwill; deferred taxes and valuation allowances on deferred tax assets; and evaluation and measurement of contingencies. Those
estimates could change, and as a result, actual results could differ materially from those estimates.

Although there has been uncertainty and disruption in the global economy, supply chain and financial markets, the Company is not aware of any specific
event or circumstance that would require an update to its estimates or judgments or a revision of the carrying value of its assets or liabilities as of August 2,
2023, the date of issuance of this Quarterly Report on Form 10-Q. These estimates may change, as new events occur and additional information is obtained.
Actual results could differ materially from these estimates under different assumptions or conditions. The Company undertakes no obligation to update publicly
these estimates for any reason after the date of this Quarterly Report on Form 10-Q, except as required by law.

Significant Accounting Policies

There have been no material changes to the Company’s significant accounting policies in Note 1, “Description of Business and Significant Accounting
Policies,” of the Notes to Consolidated Financial Statements included in Item 8, “Financial Statements and Supplementary Data,” in the 2022 Annual Report.
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ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 2 — Revenue
Disaggregation of Revenue

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

Three Months Ended June 30, 2023 Six Months Ended June 30, 2023
Emerging Emerging
Water Technologies Total Water Technologies Total

(In thousands)
Geographical market

Middle East and Africa $ 10,990 $ 108 $ 11,098 $ 13,729 $ 108 $ 13,837
Asia 7,378 — 7,378 13,492 — 13,492
Americas 1,329 — 1,329 4,537 30 4,567
Europe 817 101 918 2,052 176 2,228
Total revenue $ 20,514 § 209 $ 20,723 $ 33,810 $ 314§ 34,124
Channel
Megaproject $ 12211 $ — 3 12211 $ 15454 $ — 3 15,454
Original equipment manufacturer 4,601 101 4,702 11,332 206 11,538
Aftermarket 3,702 108 3,810 7,024 108 7,132
Total revenue $ 20,514 $ 209 $ 20,723 $ 33810 $ 314 §$ 34,124
Three Months Ended June 30, 2022 Six Months Ended June 30, 2022
Emerging Emerging
Water Technologies Total Water Technologies Total

(In thousands)
Geographical market

Middle East and Africa $ 14,779 $ 79 $ 14,858 $ 36,907 $ 79 $ 36,986
Asia 2,857 — 2,857 9,603 — 9,603
Americas 1,494 — 1,494 3,795 30 3,825
Europe 1,083 — 1,083 2,424 — 2,424

Total revenue $ 20,213 $ 79 $ 20,292 $ 52,729 $ 109 $ 52,838

Channel

Megaproject $ 9,991 $ 79 $ 10,070 $ 33,831 $ 79 $ 33,910
Original equipment manufacturer 7,689 — 7,689 12,360 — 12,360
Aftermarket 2,533 — 2,533 6,538 30 6,568

Total revenue $ 20,213 $ 79 $ 20,292 $ 52,729 $ 109 $ 52,838
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ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
Contract Balances
The following table presents contract balances by category.
June 30, December 31,
2023 2022
(In thousands)
Accounts receivable, net $ 15,361  $ 34,062
Contract assets:
Contract assets, current (included in prepaid expenses and other assets) — 1,720
Contract assets, non-current (included in other assets, non-current) 365 —
Total contract assets $ 365 $ 1,720
Contract liabilities:
Contract liabilities, current $ 1,268 $ 1,195
Contract liabilities, non-current (included in other liabilities, non-current) 67 121
Total contract liabilities $ 1,335 § 1,316

Contract Liabilities

The Company records contract liabilities, which consist of customer deposits and deferred revenue, when cash payments are received in advance of the
Company'’s performance. The following table presents significant changes in contract liabilities during the period.

June 30, December 31,
2023 2022
(In thousands)

Contract liabilities, beginning of year $ 1,316 $ 3,406
Revenue recognized (1,044) (3,123)
Cash received, excluding amounts recognized as revenue during the period 1,063 1,033

Contract liabilities, end of period $ 1,335 § 1,316

Future Performance Obligations

As of June 30, 2023, the following table presents the future estimated revenue by year expected to be recognized related to performance obligations that
are unsatisfied or partially unsatisfied.

Future Performance

Year Obligations

(In thousands)
2023 (remaining six months) $ 5,924
2024 6,021

Total $ 11,945
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ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 3 — Net Income (Loss) Per Share

Net income (loss) for the reported period is divided by the weighted average number of common shares outstanding during the reported period to
calculate basic net income (loss) per common share.

* Basic net income (loss) per common share excludes any dilutive effect of stock options and restricted stock units (“RSUs”).

» Diluted net income (loss) per common share reflects the potential dilution that would occur if outstanding stock options to purchase common stock were
exercised for shares of common stock, using the treasury stock method, and if the shares of common stock underlying each unvested RSU were

issued.

Outstanding stock options to purchase common stock and unvested RSUs are collectively referred to as “stock awards.”

The following table presents the computation of basic and diluted net income (loss) per common share.
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

(In thousands, except per share amounts)

Numerator

Net income (loss) $ (1,665) $ (2,359) $ (7,961) $ 5,535
Denominator (weighted average shares)
Basic common shares outstanding 56,363 56,218 56,296 56,499
Dilutive stock awards — — — 1,359
Diluted common shares outstanding 56,363 56,218 56,296 57,858
Net income (loss) per share
Basic $ (0.03) $ (0.04) $ (0.14) $ 0.10
Diluted $ (0.03) $ (0.04) $ 0.14) $ 0.10

Certain shares of common stock issuable under stock awards have been omitted from the diluted net income (loss) per common share calculations
because their inclusion is considered anti-dilutive. The following table presents the weighted potential common shares issuable under stock awards that were
excluded from the computation of diluted net income (loss) per common share.

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

(In thousands)

2,664 3,140 2,664 357

Anti-dilutive stock award shares
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ENERGY RECOVERY, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 4 — Other Financial Information
Cash, Cash Equivalents and Restricted Cash

The Condensed Consolidated Statements of Cash Flows explain the changes in the total of cash, cash equivalents and restricted cash. The following
table presents a reconciliation of cash, cash equivalents and restricted cash, such as cash amounts deposited in restricted cash accounts in connection with the
Company'’s credit cards, reported within the Condensed Consolidated Balance Sheets that sum to the total of such amounts presented.

June 30, December 31, June 30,
2023 2022 2022
(In thousands)
Cash and cash equivalents $ 44239 $ 56,354 $ 43,223
Restricted cash, non-current (included in other assets, non-current) 126 104 104
Total cash, cash equivalents and restricted cash $ 44,365 $ 56,458 $ 43,327
Accounts Receivable, net
June 30, December 31,
2023 2022
(In thousands)
Accounts receivable, gross $ 15,470 $ 34,210
Allowance for doubtful accounts (109) (148)
Accounts receivable, net $ 15,361 $ 34,062
Inventories, net
June 30, December 31,
2023 2022
(In thousands)
Raw materials $ 10,195 $ 11,178
Work in process 3,927 2,628
Finished goods 22,794 15,062
Inventories, gross 36,916 28,868
Valuation adjustments for excess and obsolete inventory (601) (502)
Inventories, net $ 36,315 $ 28,366

Inventory amounts are stated at the lower of cost or net realizable value, using the first-in, first-out method.

Accrued Expenses and Other Liabilities

June 30, December 31,
2023 2022
(In thousands)

Current
Payroll, incentives and commissions payable $ 6,749 $ 10,479
Warranty reserve 924 968
Other accrued expenses and other liabilities 2,818 3,246
Total accrued expenses and other liabilities 10,491 14,693
Other liabilities, non-current 215 121

Total accrued expenses, and current and non-current other liabilities $ 10,706 $ 14,814
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Note 5 — Investments and Fair Value Measurements
Available-for-Sale Investments

The Company’s investments in investment-grade short-term and long-term marketable debt instruments, such as U.S. treasury securities, corporate notes
and bonds, and municipal and agency notes and bonds, are classified as available-for-sale. Available-for-sale investments are classified on the Condensed
Consolidated Balance Sheets as either short-term and/or long-term investments.

The classification of available-for-sale investments on the Condensed Consolidated Balance Sheets and definition of each of these classifications are
provided in Note 1, “Description of Business and Significant Accounting Policies - Significant Accounting Policies,” subsections “Cash and Cash Equivalents”
and “Short-term and Long-term Investments,” of the Notes to Consolidated Financial Statements included in Item 8, “Financial Statements and Supplementary
Data,” in the 2022 Annual Report.

Expected maturities can differ from contractual maturities because borrowers may have the right to prepay obligations without prepayment penalties. The
Company generally holds available-for-sale investments until maturity; however, from time-to-time, the Company may elect to sell certain available-for-sale
investments prior to contractual maturity.

Fair Value of Financial Instruments

All of the Company’s financial assets and liabilities are remeasured and reported at fair value at each reporting period, and are classified and disclosed in
one of the following three pricing category levels:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 — Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable; and
Level 3 — Unobservable inputs in which little or no market activity exists, thereby requiring an entity to develop its own assumptions that

market participants would use in pricing.
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ENERGY RECOVERY, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The following table presents the Company’s financial assets measured on a recurring basis by contractual maturity, including pricing category, amortized
cost, gross unrealized gains and losses, and fair value. As of the dates reported in the table, the Company had no financial liabilities and no Level 3 financial

assets.

December 31, 2022

Gross Gross Gross
Pricing Amortized Unrealized Fair Amortized Unrealized Unrealized Fair
Category Cost Losses Value Cost Gains Losses Value
(In thousands)
Cash equivalents
Money market securities Level 1 $ 18,097 — $ 18,097 $ 33,268 $ — 3 — 33,268
Short-term investments
U.S. treasury securities Level 2 30,000 (4) 30,001 3,629 1 — 3,630
Corporate notes and
bonds Level 2 10,635 (119) 10,516 26,060 — (208) 25,852
Municipal and agency
notes and bonds Level 2 10,348 (33) 10,315 3,992 5 — 3,997
Total short-term investments 50,983 (156) 50,832 33,681 6 (208) 33,479
Long-term investments
Corporate notes and
bonds Level 2 1,445 (5) 1,440 3,178 — (120) 3,058
Municipal and agency
notes and bonds Level 2 1,038 7) 1,031 — — — —
Total long-term investments 2,483 (12) 2,471 3,178 — (120) 3,058
Total short and long-term investments 53,466 (168) 53,303 36,859 6 (328) 36,537
Total $ 71,563 (168) $ 71,400 $ 70,127 $ 6 $ (328) $ 69,805

The following table presents a summary of the fair value and gross unrealized losses on the available-for-sale securities that have been in a continuous
unrealized loss position, aggregated by type of investment instrument. The available-for-sale securities that were in an unrealized gain position have been

excluded from the table.

U.S. treasury securities
Corporate notes and bonds
Municipal and agency notes and bonds

Total available-for-sale investments with unrealized loss positions

June 30, 2023

December 31, 2022

Gross Gross
Fair Unrealized Fair Unrealized
Value Losses Value Losses
(In thousands)

2,852 $ 4) $ — $ —
11,957 (124) 28,911 (328)
11,345 (40) — —
26,154 $ (168) $ 28,911  § (328)
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Sales of Available-for-Sale Investments
The following table presents the sales of available-for-sale investments.

Three Months Ended June 30,

Six Months Ended June 30,

2023 2022

2023

2022

(In thousands)

Corporate notes and bonds $ 2,966 $ — 3

2,966 $

Realized losses on sales of securities were immaterial during the three and six months ended June 30, 2023.
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Note 6 — Lines of Credit

Credit Agreement
The Company entered into a credit agreement with JPMorgan Chase Bank, N.A. (“*JPMC”) on December 22, 2021 (the “Credit Agreement”). The Credit
Agreement, which will expire on December 21, 2026, provides a committed revolving credit line of $50.0 million and includes both a revolving loan and a letters
of credit (“LCs”) component.

Under the Credit Agreement, as of June 30, 2023, there were no revolving loans outstanding. In addition, under the LCs component, the Company
utilized $20.5 million of the maximum allowable credit line of $25.0 million, which includes newly issued LCs, and previously issued and unexpired stand-by
letters of credits (“SBLCs”) and certain non-expired commitments under the Company’s previous Loan and Pledge Agreement with Citibank, N.A. which are
guaranteed under the Credit Agreement.

Letters of Credit

The following table presents the total outstanding LCs and SBLCs issued by the Company to our customers related to product warranty and performance
guarantees.

June 30, December 31,
2023 2022

(In thousands)

Outstanding letters of credit $ 18,622 $ 15,487
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Note 7 — Commitments and Contingencies

Litigation

From time-to-time, the Company has been named in and subject to various proceedings and claims in connection with its business. The Company may in
the future become involved in litigation in the ordinary course of business, including litigation that could be material to its business. The Company considers all
claims, if any, 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 to accrue for such claims in its consolidated financial
statements. The Company records a provision for a liability when it is both probable that a liability has been incurred and the amount of the loss can be
reasonably estimated. These provisions are reviewed at least quarterly and are adjusted to reflect the impacts of negotiations, settlements, rulings, advice of
legal counsel and other information and events pertaining to a particular case. As of June 30, 2023, the Company was not involved 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 probable or reasonably possible.
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Note 8 — Income Taxes

Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022

(In thousands, except percentages)
Provision for (benefit from) income taxes $ (265) $ (439) % (1,424) $ 6
Discrete items 141 204 629 803

Provision for (benefit from) income taxes, excluding discrete items $ (124)  § (235) % (795) § 809
Effective tax rate 13.7% 15.7 % 15.2% 0.1%
Effective tax rate, excluding discrete items 6.4 % 8.4 % 8.5 % 14.6 %

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

For the three and six months ended June 30, 2023, the recognized benefit from income tax resulted from the Company’s loss for the respective periods
and included benefits related to the U.S. federal foreign-derived intangible income (“FDII”) and federal research and development (“R&D”) tax credit, along with
a discrete tax benefit due primarily to stock-based compensation windfalls. For the three and six months ended June 30, 2022, the recognized benefit from
taxes and the provision for taxes, respectively, included a benefit primarily related to the U.S. FDII and federal R&D tax credit, along with a discrete tax benefit
due primarily to stock-based compensation windfalls.

The effective tax rate excluding discrete items for the three and six months ended June 30, 2023, as compared to the comparable period in the prior year,
differed primarily due to higher projected FDII and R&D tax credits and lower projected taxable income.
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Note 9 — Segment Reporting

The Company’s chief operating decision-maker (“CODM”) is its chief executive officer. The Company continues to monitor and review its segment
reporting structure in accordance with authoritative guidance to determine whether any changes have occurred that would impact its reportable segments.

The following tables present a summary of the Company’s financial information by segment and corporate operating expenses.

Three Months Ended June 30, 2023 Six Months Ended June 30, 2023
Emerging Emerging
Water Technologies Total Water Technologies Total
(In thousands)

Revenue $ 20,514 $ 209 § 20,723 $ 33,810 $ 314§ 34,124

Cost of revenue 6,921 259 7,180 12,022 404 12,426

Gross profit (loss) 13,593 (50) 13,543 21,788 (90) 21,698
Operating expenses

General and administrative 1,860 947 2,807 3,798 1,915 5,713

Sales and marketing 3,120 1,441 4,561 6,295 2,611 8,906

Research and development 843 2,925 3,768 2,023 6,051 8,074

Total operating expenses 5,823 5,313 11,136 12,116 10,577 22,693

Operating income (loss) $ 7,770 $ (5,363) 2,407 $ 9672 $ (10,667) (995)

Less: Corporate operating expenses 4,993 9,702

Loss from operations $ (2,586) $ (10,697)

Three Months Ended June 30, 2022 Six Months Ended June 30, 2022
Emerging Emerging
Water Technologies Total Water Technologies Total
(In thousands)

Revenue $ 20,213 $ 79 $ 20,292 $ 52,729 $ 109 $ 52,838

Cost of revenue 6,920 — 6,920 16,400 18 16,418

Gross profit 13,293 79 13,372 36,329 91 36,420

Operating expenses

General and administrative 1,534 1,354 2,888 2,998 2,262 5,260
Sales and marketing 2,654 633 3,287 4,955 1,160 6,115
Research and development 1,143 4,288 5,431 1,943 8,399 10,342
Total operating expenses 5,331 6,275 11,606 9,896 11,821 21,7117
Operating income (loss) $ 7,962 $ (6,196) 1,766 $ 26,433 $ (11,730) 14,703
Less: Corporate operating expenses 4,670 9,385

Income (loss) from operations $ (2,904) $ 5,318
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Note 10 — Concentrations
Customer Revenue Concentration

The following table presents the customers that account for 10% or more of the Company’s revenue and their related segment for each of the periods
presented. Although certain customers might account for greater than 10% of the Company’s revenue at any one point in time, the concentration of revenue
between a limited number of customers shifts regularly, depending on when revenue is recognized. The percentages by customer reflect specific relationships
or contracts that would concentrate revenue for the periods presented and do not indicate a trend specific to any one customer.

Three Months Ended June 30, Six Months Ended June 30,

Segment 2023 2022 2023 2022

Customer A Water ** ** ** 25%

Customer B Water ** 24% ** 15%
Customer C Water 20% ** 13% **
Customer D Water 18% ** 11% **
Customer E Water ** 14% ** **
Customer F Water ** ** 12% **
Customer G Water 11% ** ** **
Customer H Water 10% ** ** >

" Zero or less than 10%.
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Item 2 — Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

"o "o«

Energy Recovery, Inc. (the “Company”, “Energy Recovery”, “we”, “our” and “us”) designs and manufactures solutions that make industrial processes more
efficient and sustainable. Leveraging our pressure exchanger technology, which generates little to no emissions when operating, our solutions lower costs, save
energy, reduce waste and minimize emissions for companies across a variety of industrial processes. As the world coalesces around the urgent need to
address climate change and its impacts, we are helping companies reduce their energy consumption in their industrial processes, which in turn, reduces their
carbon footprint. We believe that our customers do not have to sacrifice quality and cost savings for sustainability and are committed to developing solutions that
drive long-term value — both financial and environmental.

The original product application of our technology, the PX® Pressure Exchanger® (“PX”) energy recovery device, was a major contributor to the
advancement of seawater reverse osmosis desalination (“SWRO”), significantly lowering the energy intensity and cost of water production globally from SWRO.
We have since introduced our pressure exchanger technology to the fast growing wastewater filtration market, such as battery manufacturers, mining
operations, and manufacturing plants that discharge wastewater with significant levels of metals and pollutants, as well as the commercial and industrial
refrigeration market.

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

Segments

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

In July 2023, MSCI ESG Research LLC (“MSCI”) upgraded the company from an AA rating to its highest rating of AAA in its latest environmental, social,
and governance (ESG) assessment. MSCI's evaluation recognizes Energy Recovery as one of the highest performing companies within the Industrial
Machinery industry in MSCI’'s All Company World Index, reflecting robust corporate governance and labor management practices and significant opportunities in
clean technology.

Water

Our Water segment includes the continued development, sales and support of the PX, hydraulic turbochargers and pumps used in seawater desalination
and treatment of wastewater (hereinafter referred to as “wastewater”).

During the quarter, we announced:

«  Contracts totaling over $8 million to supply the PX and accessories to facilities in Chile. These contracts are for mining applications and
demonstrate the region's continuing investment in wastewater. Chile is the world's No. 1 copper producer and the No. 2 producer of lithium.
Industrial mines require fresh water for pumping minerals like lithium to the surface and for copper smelting.

*  We introduced additions to our PX U Series product line, tailored for ultra high-pressure reverse osmosis (“UHPRO”) applications. The expanded
U Series product line includes the U20, U40, U80, and U250 models. Flow ranges for the suite of models vary from 2.3-56.8 m3/hr (10-250 gpm)
with a maximum operating pressure of 120 bar (1,740 psi). With government-mandated zero or minimal liquid discharge (“ZLD” or “MLD”,
respectively) requirements increasing globally, the PX U Series drives ZLD/MLD operational efficiency by using the cutting-edge energy recovery
technology of the pressure exchanger to reduce operating costs from UHPRO.

Emerging Technologies

Our Emerging Technologies segment includes the continued development, sales and support of activities related to emerging technologies, such as the
PX G1300™ energy recovery device used in industrial and commercial refrigeration applications.

During the quarter, we announced:

* At the conclusion of the ATMO Awards Ceremony of the Atmosphere America Summit 2023, we earned the prestigious Refrigeration Innovation of the
Year Award for the PX G1300 ™. The award for Refrigeration Innovation of the Year is presented by ATMO to the company that has produced a natural
refrigerant-based product that has had, or is expected to have, a significant impact on the market.
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Results of Operations

A discussion regarding our financial condition and results of operations for the three and six months ended June 30, 2023, compared to the three and six
months ended June 30, 2022, is presented below.

Revenue

Variability in revenue from quarter to quarter is typical, therefore year-on-year comparisons are not necessarily indicative of the trend for the full year due
to these variations. There is no specific seasonality in our revenues to highlight that occurs throughout a calendar year.

Revenue by channel customers

Three Months Ended June 30,

2023 2022
$ % of Revenue $ % of Revenue Change
(In thousands, except percentages)
Megaproject $ 12,211 59 % $ 10,070 50 % $ 2,141 21 %
Original equipment manufacturer 4,702 23 % 7,689 38 % (2,987) (39 %)
Aftermarket 3,810 18 % 2,533 12 % 1,277 50 %
Total revenue $ 20,723 100 % $ 20,292 100 % $ 431 29

Six Months Ended June 30,

2023 2022
$ % of Revenue $ % of Revenue Change
(In thousands, except percentages)
Megaproject $ 15,454 45% $ 33,910 64% $ (18,456) (54 %)
Original equipment manufacturer 11,538 34 % 12,360 24 % (822) (7 %)
Aftermarket 7,132 21 % 6,568 12 % 564 9 %
Total revenue $ 34,124 100% $ 52,838 100% $ (18,714) (35 %)

The Megaproject (“MPD”) channel has been the main driver of our long-term growth as revenue from this channel benefits from a growing number of
projects as well as an increase in the capacity of these projects. The change in revenue for the three and six months ended June 30, 2023, as compared to the
comparable periods in the prior year, was due primarily to customers’ project timing, and execution of these projects, specifically in the Middle East and Africa.

The Original Equipment Manufacturer (“OEM”) channel, where we sell into a wide variety of industries in the desalination, wastewater, and industrial and
commercial refrigeration markets, contains projects smaller in size and of shorter duration compared to those in the mega project channel. In the three and six
months ended June 30, 2023, as compared to the comparable periods in the prior year, desalination revenue decreased due primarily to the type of projects
and type of products sold in the Middle East and Europe markets, partially offset by growth attributed to the Asia market, specifically related to the timing of the
projects in Indonesia. Wastewater revenues in the three and six months ended June 30, 2023, as compared to the comparable periods in the prior year,
decreased by $0.6 million and increased by $0.4 million, respectively, due to the timing of the projects and delivery of products within the markets served.

The Aftermarket (“AM”) channel revenue generally fluctuates from year-to-year depending on support and services rendered to our installed customer
base. Revenue from the AM channel is dependent on our customers’ timing of product upgrades, replenishment of spare parts and supplies, and service. In the
three months ended June 30, 2023, as compared to the comparable period in the prior year, the increase was due primarily to growth in the Europe, Middle
East, and Africa markets, partially offset by a decrease in revenue in the Asia and America markets. In the six months ended June 30, 2023, as compared to the
comparable period in the prior year, the increase was due primarily to growth in the Middle East, Africa and Americas markets, partially offset by a decrease in
revenue in the Asia and Europe markets.
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Revenue attributable to primary geographical markets by segments.

Three Months Ended June 30,

2023 2022
Emerging Emerging
Water Technologies Total Water Technologies Total
(In thousands)
Middle East and Africa $ 10,990 $ 108 §$ 11,098 $ 14,779 $ 79 $ 14,858
Asia 7,378 —_ 7,378 2,857 —_ 2,857
Americas 1,329 — 1,329 1,494 — 1,494
Europe 817 101 918 1,083 — 1,083
Total revenue $ 20,514 $ 209 $ 20,723 $ 20,213 $ 79 $ 20,292
Six Months Ended June 30,
2023 2022
Emerging Emerging
Water Technologies Total Water Technologies Total
Middle East and Africa $ 13,729 $ 108 $ 13,837 $ 36,907 $ 79 9% 36,986
Asia 13,492 — 13,492 9,603 — 9,603
Americas 4,637 30 4,567 3,795 30 3,825
Europe 2,052 176 2,228 2,424 —_ 2,424
Total revenue $ 33,810 $ 314  § 34,124 $ 52,729 $ 109 $ 52,838

Concentration of revenue

See Note 10, “Concentrations,” of the Notes to Condensed Consolidated Financial Statements in Part |, Item 1, “Financial Statements (unaudited),” of this
Quarterly Report on Form 10-Q (the “Notes”) for further discussion regarding our concentration of revenue.
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Gross Profit and Gross Margin

Gross profit represents our revenue less our cost of revenue. Our cost of revenue consists primarily of raw materials, personnel costs (including share-
based compensation), manufacturing overhead, warranty costs, depreciation expense and other manufactured components.

Three Months Ended June 30,
2023 2022
$ Gross Margin $ Gross Margin Change in Product Gross Profit

(In thousands, except percentages)

Gross profit and gross margin $ 13,543 654 % $ 13,372 659% $ 171 13%

The increase in gross profit in the three months ended June 30, 2023, as compared to the comparable period in the prior year, was due primarily to
increased sales of PXs, pumps and turbochargers in the MPD channels, partially offset by a decrease in gross margin. Gross margin decreased due primarily to
higher manufacturing costs, partially offset by a change in product mix.

Six Months Ended June 30,
2023 2022
$ Gross Margin % $ Gross Margin % Change in Product Gross Profit

(In thousands, except percentages)

Gross profit and gross margin $ 21,698 636% $ 36,420 689% $ (14,722) (40.4 %)

The decrease in gross profit for the six months ended June 30, 2023, as compared to the comparable period in the prior year, was due primarily to lower
MPD revenue and lower gross margin. The decrease in gross margin during the six months ended June 30, 2023, as compared to the comparable period in the
prior year, was due primarily to changes in product mix and higher manufacturing costs, partially offset by higher average selling price.
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Operating Expenses

The total material changes of general and administrative (“G&A”), sales and marketing (“S&M”) and research and development (“R&D”) operating
expenses in the three and six months ended June 30, 2023, as compared to the comparable periods in the prior year, are discussed within the following
segment and corporate operating expense discussions below.

Three Months Ended June 30, 2023 Three Months Ended June 30, 2022
Emerging Emerging
Water Technologies Corporate Total Water Technologies Corporate Total
(In thousands)
General and administrative $ 1,860 $ 947 § 4462 $ 7,269 $ 1,534 $ 1,354 § 4,108 $ 6,996
Sales and marketing 3,120 1,441 531 5,092 2,654 633 562 3,849
Research and development 843 2,925 — 3,768 1,143 4,288 — 5,431
Total operating expenses $ 5823 § 5313 $ 4,993 § 16,129 $ 5331 § 6,275 $ 4,670 $ 16,276

Overall operating expenditures decreased $0.1 million, or (0.9)%, in the three months ended June 30, 2023, as compared to the comparable period in the
prior year. Overall expenditures were lower due primarily to the accelerated depreciation of VorTeg-related assets and employee severance costs that were
expensed in 2022 with no comparable cost in the current year, partially offset by an increase in employee compensation, employee benefit, consultant, and
marketing costs. Excluding costs related to VorTeq, employee compensation cost increased due primarily from additional headcount, and higher wage and
benefit costs. Higher S&M costs were directly related to increased selling activities and marketing of our product in the CO2 and to the desalination markets.
R&D costs increased to further develop our product for the CO2 market.

Water Segment. Water segment operating expenses increased by $0.5 million, or 9.2%, in the three months ended June 30, 2023, as compared to the
comparable period in the prior year. This increase was due primarily to additional headcount resulting in an increase in compensation costs, travel costs and
share-based compensation expense, partially offset by lower R&D expenditures.

Emerging Technologies Segment. Emerging Technologies segment operating expenses decreased by $1.0 million, or (15.3)%, in the three months
ended June 30, 2023, as compared to the comparable period in the prior year. This decrease was due primarily to accelerated depreciation of VorTeg-related
assets and employee severance costs that were expensed in 2022 with no comparable cost in the current year. Excluding VorTeq-related expenses, Emerging
Technologies segment operating expenses increased by $2.2 million due primarily to an increase in employee compensation expense related to additional
headcount, higher R&D costs of our CO2 product development, and an increase in marketing costs.

Corporate Operating Expenses. Corporate operating expenses increased by $0.3 million, or 6.9%, as compared to the comparable period in the prior
year. This increase was due primarily to higher professional fees related to management projects, and board member search fees.
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Six Months Ended June 30, 2023 Six Months Ended June 30, 2022
Emerging Emerging
Water Technologies Corporate Total Water Technologies Corporate Total
(In thousands)
General and administrative $ 3,798 $ 1,915 $ 8,622 $ 14,335 § 2,998 $ 2,262 $ 8,287 $ 13,547
Sales and marketing 6,295 2,611 1,080 9,986 4,955 1,160 1,098 7,213
Research and development 2,023 6,051 — 8,074 1,943 8,399 — 10,342
Total operating expenses $ 12116 $ 10,577  $ 9,702 $ 32,395 $ 9,896 $ 11,821 $ 9,385 $ 31,102

Overall operating expenditures grew $1.3 million, or 4.2%, in the six months ended June 30, 2023, as compared to the comparable period in the prior
year, due primarily to an increase in employee costs and share-based compensation expense, partially offset by lower R&D costs related to accelerated
depreciation of VorTeq-related assets and employee severance costs that were expensed in 2022 with no comparable cost in the current year. Excluding the
VorTeqg-related expenses, there was an increase in employee compensation costs and share-based compensation expense in G&A, S&M and R&D related to
additional headcount, and higher wages and benefit costs. In addition, G&A and S&M costs included higher consultant costs, professional fees related to
management projects, and board member search fees, and marketing expenses to further develop the CO2 market. Further, R&D costs increased due primarily
to costs to further develop our CO2 product.

Water Segment. Water segment operating expenses increased by $2.2 million, or 22.4%, in the six months ended June 30, 2023, as compared to the
comparable period in the prior year. This increase was due primarily to an increase in employee costs and share-based compensation expenses in G&A, S&M
and R&D to support our existing desalination operations and our growth in wastewater, partially offset by lower product development costs. The increase in
employee costs, including share-based compensation expense, was due primarily from an increase in headcount, and higher wage and benefit costs.

Emerging Technologies Segment. Emerging Technologies operating expenses decreased by $1.2 million, or (10.5)%, in the six months ended June 30,
2023, as compared to the comparable period in the prior year. This decrease was due primarily to accelerated depreciation of VorTeq-related assets and
employee severance costs that were expensed in 2022 with no comparable cost in the current year. Excluding VorTeg-related expenses, the increase in
Emerging Technologies operating expenses was due primarily to an increase in headcount resulting in higher compensation and benefit costs, and share-based
compensation expense in S&M and R&D, higher marketing costs to further develop the CO2 market, and an increase in R&D costs to further develop our CO 2
product.

Corporate Operating Expenses. Corporate operating expenses increased by $0.3 million, or 3.4%, in the six months ended June 30, 2023, as compared
to the comparable period in the prior year. This increase was due primarily to higher professional fees related to management projects, and board member
search fees.
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Other Income, Net

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
(In thousands)
Interest income $ 782 $ 166 $ 1,403 $ 227
Other non-operating expense, net (126) (60) 91) 4)
Total other income, net $ 656 $ 106 $ 1,312 $ 223

The increase in Total other income, net in the three and six months ended June 30, 2023, as compared to the comparable period in the prior year, was
due primarily to higher interest yields on our investment-grade marketable debt instruments.

Income Taxes

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
(In thousands, except percentages)
(Benefit from) provision for income taxes $ (265) $ (439) % (1,424)  $ 6
Discrete items 141 204 629 803

(Benefit from) provision for income taxes, excluding discrete items $ (124)  § (235) % (795) $ 809
Effective tax rate 13.7 % 15.7 % 15.2 % 0.1%
Effective tax rate, excluding discrete items 6.4 % 8.4 % 8.5 % 14.6 %

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

For the three and six months ended June 30, 2023, the recognized benefit from income tax resulted from the Company’s loss for the respective periods
and included benefits related to the U.S. federal foreign-derived intangible income (“FDII”) and federal research and development (“R&D”) tax credit, along with
a discrete tax benefit due primarily to stock-based compensation windfalls. For the three and six months ended June 30, 2022, the recognized benefit from
taxes and the provision for taxes, respectively, included a benefit primarily related to the U.S. FDII and federal R&D tax credit, along with a discrete tax benefit
due primarily to stock-based compensation windfalls.

The effective tax rate excluding discrete items for the three and six months ended June 30, 2023, as compared to the comparable period in the prior year,
differed primarily due to higher projected FDII and R&D tax credits and lower projected taxable income.
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Liquidity and Capital Resources
Overview

From time-to-time, management and our Board of Directors review our liquidity and future cash needs and may make a decision to (1) return capital to our
shareholders through a share repurchase program or dividend payout; or (2) seek additional debt or equity financing. As of June 30, 2023, our principal sources
of liquidity consisted of (i) unrestricted cash and cash equivalents of $44.2 million; (i) investment-grade short-term and long-term marketable debt instruments of
$53.3 million that are primarily invested in U.S. treasury securities, corporate notes and bonds, and municipal and agency notes and bonds; and (iii) accounts
receivable, net of allowances, of $15.4 million. As of June 30, 2023, there was unrestricted cash of $1.0 million held outside the U.S. We invest cash not needed
for current operations predominantly in investment-grade, marketable debt instruments with the intent to make such funds available for operating purposes as
needed. Although these securities are available for sale, we generally hold these securities to maturity, and therefore, do not currently see a need to trade these
securities in order to support our liquidity needs in the foreseeable future. We believe the risk of this portfolio to us is in the ability of the underlying companies to
cover their obligations at maturity, not in our ability to trade these securities at a profit. Based on current projections, we believe existing cash balances and
future cash inflows from this portfolio will meet our liquidity needs for at least the next 12 months.

Credit Agreement

We entered into a credit agreement with JPMorgan Chase Bank, N.A. (*JPMC”) on December 22, 2021 (“Credit Agreement”) to provide us with additional
capital to fuel our growth and expansion into emerging markets utilizing our pressure exchanger technology. The Credit Agreement, which will expire on
December 21, 2026, provides a committed revolving credit line of $50.0 million and includes both a revolving loan and a letters of credit (‘LCs”) component. As
of June 30, 2023, we were in compliance with all covenants under the Credit Agreement.

Under the Credit Agreement, as of June 30, 2023, there were no revolving loans outstanding. In addition, as of June 30, 2023, under the LCs component,
we utilized $20.5 million of the maximum allowable credit line of $25.0 million, which included newly issued LCs, and previously issued and unexpired stand-by
letters of credits (“SBLCs”) and certain non-expired commitments under the previous Loan and Pledge Agreement with Citibank, N.A., which are guaranteed
under the Credit Agreement. As of June 30, 2023, there was $18.6 million of outstanding LCs. These LCs had a weighted average remaining life of
approximately 13 months.

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

Six Months Ended June 30,

2023 2022 Change

(In thousands)
Net cash provided by operating activities $ 4,523 $ 7,479 $ (2,956)
Net cash used in investing activities (17,036) (12,979) (4,057)
Net cash provided by (used in) financing activities 379 (25,638) 26,017
Effect of exchange rate differences on cash and cash equivalents 41 4 37
Net change in cash, cash equivalents and restricted cash $ (12,093) $ (31,134) $ 19,041

Cash Flows from Operating Activities

Net cash provided by operating activities is subject to the project driven, non-cyclical nature of our business. Operating cash flow can fluctuate
significantly from year to year, due to the timing of receipts of large project orders. Operating cash flow may be negative in one year and significantly positive in
the next, consequently individual quarterly results and comparisons may not necessarily indicate a significant trend, either positive or negative. The lower net
cash provided by operating activities in the six months ended June 30, 2023, as compared to the comparable period in the prior year, was due primarily to lower
cash provided from accounts payables, partially offset by an increase in cash provided by accounts receivables. The lower cash provided from accounts
payable activities was due primarily to the timing of the payments made on our outstanding payables. The higher cash provided from accounts receivable was
due primarily to collections, partially offset by lower revenues generated in the first half of the year.

Cash Flows from Investing Activities

Net cash used in investing activities primarily relates to sales, maturities and purchases of investment-grade marketable debt instruments, such as
corporate notes and bonds, and capital expenditures supporting our growth. We 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. The $4.1 million increase in net cash used in
investing activities in the six months ended June 30, 2023, as compared to the comparable period in the prior year, was driven by a $5.7 million increase in cash
used in investing of marketable debt instruments, partially offset by cash used for facility improvements and a purchase of a kiln in 2022.

Cash Flows from Financing Activities

Net cash provided by (used in) financing activities primarily relates to the share repurchases under our board authorized share repurchase program,
which was completed in 2022, and offset by issuance of equity from our equity incentive plans. The net cash provided by financing activities for the six months
ended June 30, 2023, as compared to the net cash used in financing activities in the comparable period in the prior year, was due primarily to share
repurchases of $26.6 million in 2022 under the March 2021 Authorization.
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Liquidity and Capital Resource Requirements

We believe that our existing resources and cash generated from our operations will be sufficient to meet our anticipated capital requirements for at least
the next 12 months. However, we may need to raise additional capital or incur additional 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 continuing market acceptance of our products, our rate of
revenue growth, the timing of new product introductions, the expansion of our R&D, manufacturing and S&M activities, and the timing and extent of our
expansion into new geographic territories. In addition, we may enter into 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 at all.

Off-balance Sheet Arrangements. During the periods presented, we did not have any relationships with unconsolidated entities or financial partnerships
such as entities often referred to as structured finance or special purpose entities which would have been established for the purpose of facilitating off-balance
sheet arrangements or other contractually narrow or limited purposes.

Recent Accounting Pronouncements

Refer to Note 1, “Description of Business and Significant Accounting Policies — Significant Accounting Policies,” of the Notes to Condensed Consolidated
Financial Statements in Part |, Item 1, “Financial Statements (unaudited),” of this Quarterly Report on Form 10-Q.
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Item 3 — Quantitative and Qualitative Disclosures About Market Risk
Our exposure to market risk may be found primarily in two areas, foreign currency and interest rates.
Foreign Currency Risk

Our foreign currency exposures are due to fluctuations in exchange rates for the U.S. dollar (“‘USD”) versus the British pound, Saudi riyal, Emirati 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. At times, our international customers may have difficulty in obtaining the USD to pay our
receivables, thus increasing collection risk and potential bad debt expense. To the extent we expand our international sales, a larger portion of our revenue
could be denominated in foreign currencies. As a result, our cash and operating results could be increasingly affected by changes in exchange rates.

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

We have not hedged our exposure to changes in foreign currency exchange rates because expenses in foreign currencies have been insignificant to date
and exchange rate fluctuations have had little 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 significantly
increasing risk. We invest primarily in investment-grade short-term and long-term marketable debt instruments that are subject to counter-party credit risk. To
minimize this risk, we invest pursuant to an investment policy approved by our board of directors. The policy mandates high credit rating requirements and
restricts our exposure to any single corporate issuer by imposing concentration limits.

As of June 30, 2023, our investment portfolio of $53.3 million, in investment-grade marketable debt instruments, such as U.S. treasury securities,
corporate notes and bonds, and municipal and agency notes and bonds, are classified as either short-term and/or long-term investments on our Condensed
Consolidated Balance Sheets. These investments are subject to interest rate fluctuations and decrease in market value to the extent interest rates increase,
which occurred during the six months ended June 30, 2023. To minimize the exposure due to adverse shifts in interest rates, we maintain investments with a
weighted average maturity of less than five months. As of June 30, 2023, a hypothetical 1% increase in interest rates would have resulted in a less than
$0.2 million decrease in the fair value of our investments in marketable debt instruments as of such date.

Item 4 — Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our President and Chief Executive Officer and our Chief Financial Officer, have evaluated the effectiveness of
our disclosure controls and procedures as defined in Rule 13a-15(e) of the Securities Exchange Act of 1934 as of the end of the period covered by this report.

Based on that evaluation, our President and Chief Executive Officer and our Chief Financial Officer have concluded that, as of June 30, 2023, our
disclosure controls and procedures were effective.

Changes in Internal Controls

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

Item 1 — Legal Proceedings

We have been, and may be from time to time, involved in legal proceedings or subject to claims incident to the ordinary course of business. We are not
presently a party to any legal proceedings that we believe are likely to have a material adverse effect on our business, financial condition, or operating results.
Regardless of the outcome, such proceedings or claims can have an adverse impact on us because of defense and settlement costs, diversion of resources
and other factors, and there can be no assurances that favorable outcomes will be obtained.

Item 1A — Risk Factors

There have been no material changes in our risk factors from those disclosed in Part I, Item 1A, “Risk Factors,” in the 2022 Annual Report other than
those disclosed in Part Il, Item 1A, “Risk Factors,” in the Company’s Form 10-Q filed with the SEC on May 3, 2023.

Item 2 — Unregistered Sales of Equity Securities and Use of Proceeds
None.

Item 3 — Defaults Upon Senior Securities
None.

Item 4 — Mine Safety Disclosures
Not applicable.

Item 5 — Other Information

(c) As set forth below, during the three months ended June 30, 2023, one of our officers (within the meaning of Rule 16a-1(f) under the Securities
Exchange Act of 1934, as amended) has adopted or terminated any Rule 10b5-1 trading arrangement and/or any non-Rule 10b5-1 trading arrangement (as
defined in Item 408 of Regulation S-K).

Date of Adoption or
Name Title Termination (" Status @ Plan Type

Joshua Ballard Chief Financial Officer 6/7/2023 Termination Rule 10b5-1 trading arrangement @

() Effective (1) date of adoption; or (2) date of termination, of registrant's Rule 10b5-1 trading arrangement.
@) Activity related to registrant's Rule 10b5-1 trading arrangement.

@) This Rule 10b5-1 trading arrangement had a term beginning on February 1, 2023 and ending on June 7, 2023, when it was terminated. Under the trading arrangement, stock
options may be exercised to purchase up to 5,346 shares of Energy Recovery's common stock and the same amount of Energy Recovery shares that are purchased are to be sold
on the same day.
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Item 6 — Exhibits
A list of exhibits filed or furnished with this report or incorporated herein by reference is found in the Exhibit Index below.

Exhibit Number Exhibit Description

31.1* Certification of Principal Executive Officer, pursuant to Exchange Act Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.
31.2* Certification of Principal Financial Officer, pursuant to Exchange Act Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.
32.1** Certification of Principal Executive Officer and Principal Financial Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
101 Inline XBRL Document Set for the consolidated financial statements and accompanying notes in Part |, “Financial Information” of this Quarterly Report on
Form 10-Q.
104 Inline XBRL for the cover page of this Quarterly Report on Form 10-Q, included in the Exhibit 101 Inline XBRL Document Set.

*  Filed herewith.

**  The certification furnished in Exhibit 32.1 is not deemed “filed” for purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of that section, nor shall
they be deemed incorporated by reference into any filing under the Securities Act or the Exchange Act.
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SIGNATURES

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

ENERGY RECOVERY, INC.

Date: August 2, 2023 By: /s/ ROBERT YU LANG MAO
Robert Yu Lang Mao
President and Chief Executive Officer
(Principal Executive Officer)

Date: August 2, 2023 By: /s/ JOSHUA BALLARD
Joshua Ballard
Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a) OR 15d-14(a), AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert Yu Lang Mao, certify that:

1. | have reviewed this Quarterly Report on Form 10-Q of Energy Recovery, Inc. for the period ended June 30, 2023;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. | am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the

registrant’s internal control over financial reporting; and

5. | have disclosed, based on my most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s Board of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.

(b

~

(d

)

Date: August 2, 2023 /s ROBERT YU LANG MAO
Name: Robert Yu Lang Mao
Title: President and Chief Executive Officer

(Principal Executive Officer )



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO EXCHANGE ACT RULE 13a-14(a) OR 15d-14(a), AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Joshua Ballard, certify that:

1. | have reviewed this Quarterly Report on Form 10-Q of Energy Recovery, Inc. for the period ended June 30, 2023;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. | am responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared,;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal

quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the

registrant’s internal control over financial reporting; and

5. | have disclosed, based on my most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s Board of Directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely

to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over

financial reporting.

(b

~

(d

)

Date: August 2, 2023 /s/ JOSHUA BALLARD
Name: Joshua Ballard
Title: Chief Financial Officer

(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER,
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002*

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities and Exchange Act of 1934, as amended (the “Exchange Act”), and Section 1350 of
Chapter 63 of Title 18 of the United States Code, Robert Yu Lang Mao, President and Chief Executive Officer of Energy Recovery, Inc., and Joshua
Ballard, Chief Financial Officer of Energy Recovery, Inc., each hereby certify that, to the best of his knowledge:

1. The Company’s Quarterly Report on Form 10-Q for the period ended June 30, 2023, to which this Certification is attached as Exhibit 32.1 (the “Quarterly
Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Exchange Act, and

2. The information contained in the Quarterly Report fairly presents, in all material respects, the financial condition of the Company at the end of the period
covered by the Quarterly Report and results of operations of the Company for the period covered by the Quarterly Report.

IN WITNESS WHEREOF, the undersigned has set his hand hereto:

Date: August 2, 2023 /s/ ROBERT YU LANG MAO
Robert Yu Lang Mao
President and Chief Executive Officer

Date: August 2, 2023 /s/ JOSHUA BALLARD
Joshua Ballard
Chief Financial Officer

*

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be
incorporated by reference into any filing of Energy Recovery, Inc. under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended (whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.



