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ITEM 5.02. DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT OF CERTAIN OFFICERS;
COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS

On January 12, 2010, the Board of Directors of Energy Recovery, Inc. adopted a 2010 cash bonus plan for the company’s executive officers and a salary adjustment plan for
the company’s Board of Directors.

Under the 2010 cash bonus plan, executive officers and certain other employees will be eligible for cash bonuses only if the company achieves an earnings per share target
set by the Board of Directors. Once the company exceeds that financial threshold, the company will fund a bonus pool. Fifty percent (50%) of every dollar of earnings over that
earnings per share threshold will be placed into the bonus pool. Bonuses will be paid from the pool on a pro-rata basis based on each individual's percentage achievement toward
established performance goals. Cash bonuses for executive officers who achieve 100% of their performance goals are targeted at thirty (30%) of their respective base
salaries. The bonus pool will be capped at two (2) times the aggregate on-target bonus potential for participating employees, and any additional bonus awards beyond an
employee’s targeted bonus for 100% achievement of his or her performance goals will be awarded at the discretion of the Compensation Committee of the Board of Directors at
the recommendation of the Chief Executive Officer (“CEO”) or Executive Chairman, in the case of the CEO.

Under the 2010 salary adjustment plan, compensation for each member of the Board of Directors, including the Executive Chairman and CEO, will be reduced by twenty
(20%) percent from the level of his or her compensation in 2009.
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