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On December 23, 2009, Energy Recovery, Inc. (“ERI”) filed a Current Report on Form 8-K pursuant to Item 2.01 of Form 8-K (the “Initial 8-K”) to report the completion of its
acquisition (the “Acquisition”) of Pump Engineering LLC (“PEI”), pursuant to a previously announced Agreement and Plan of Merger (the “Merger Agreement”), dated
December 2, 2009, with PEI, CFE Acquisition Corporation, a wholly-owned subsidiary of ERI (“Merger Sub”), Roy Radakovich in his capacity as the Company Representative,
and U.S. Bank National Association, in its capacity as the Escrow Agent. Pursuant to the Merger Agreement, PEI was merged with and into Merger Sub (the “Merger”), with
Merger Sub which was named Pump Engineering, Inc., a Delaware corporation, being the surviving entity, as a wholly owned subsidiary of ERI. The Acquisition was completed
on December 21, 2009.

In the Initial 8-K, under parts (a) and (b) of Item 9.01 therein, we stated that we would file the required financial statements and pro forma financial information by amendment ,
as permitted by Item 9.01(a)(4) and 9.01(b)(2) to Form 8-K. The required financial information was filed by amendment, via a Form 8-K/A on March 4, 2010, but the filing
inadvertently omitted the electronic signature of the auditor and the city and state of issue in the audit report for the audited consolidated financial statements of PEI. This
Current Report on Form 8-K/A is filed to provide the electronic signature and city and state of issue in that audit report.

Item 9.01 Financial Statements and Exhibits.
(a) Financial Statements of Business Acquired.

1. The audited consolidated financial statements of PEI as of December 20, 2009 and for the period from January 1, 2009 through December 20, 2009 together with the
independent auditor’s report from Gilmore, Jasion & Mabhler, LTD.

(b) Pro Forma Financial Information.

1. The unaudited pro forma condensed combined financial information was filed as Exhibit 99.2 to our Form 8-K/A filed on March 4, 2010 and is incorporated herein by
reference.

(d) Exhibits

Exhibit No. Description
23.1 Consent of Gilmore, Jasion & Mahler, Ltd, Independent Registered Public Accounting Firm
99.1 Audited consolidated financial statements of PEI as of December 20, 2009 and for the period from January 1, 2009 through December 20, 2009.
99.2 Unaudited pro forma condensed combined financial statements as of and for the nine month period ended September 30, 2009 and for the year ended

December 31, 2008, filed as Exhibit 99.2 to our Form 8-K/A filed on March 4, 2010 and incorporated herein by reference.




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 hereunto
duly authorized.

ENERGY RECOVERY, INC.
(Registrant)

Date: 11/22/2010 /s/ Thomas Willardson
Thomas Willardson
(Chief Financial Officer)




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-152142) of Energy Recovery, Inc., of our report dated February 10,
2010, relating to the financial statements of Pump Engineering, LLC, which appears in this Current Report on Form 8-K/A of Energy Recovery, Inc.

Gilmore, Jasion & Mahler LTD

/s/ Gilmore, Jasion & Mahler LTD

Maumee, Ohio
November 19, 2010



Exhibit 99.1

PUMP ENGINEERING, LLC
AUDITED CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 20, 2009
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Pump Engineering, LLC
New Boston, MI

We have audited the accompanying consolidated balance sheet of Pump Engineering, LLC (the Company) as of December 20, 2009, and the related consolidated statement of
operations, members’ equity and cash flows for the period from January 1, 2009 through December 20, 2009. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based upon our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position of the Company as of December
20, 2009, and the results of its consolidated operations and its consolidated cash flows for the period from January 1, 2009 through December 20, 2009 in conformity with
accounting principles generally accepted in the United States of America.

/s/ Gilmore, Jasion & Mabhler, LTD

Maumee, Ohio
February 10, 2010




Current assets
Cash and cash equivalents

Accounts receivable - trade, net of allowance for doubtful

accounts of $65,743
Inventories
Prepaid expenses and other assets

Property and equipment
Building and building improvements
Machinery and equipment
Patterns, tools, jigs and fixtures
Office equipment and fixtures

Less: allowance for depreciation and amortization

Other assets
Construction in process
Patents, net of accumulated amortization of $202,347

Current liabilities

Checks in excess of bank balance

Accounts payable

Current portion of long-term debt

Current portion of capital lease obligations

Accrued liabilities
Accrued compensation and related payroll taxes
Accrued warranty

Customer deposits

Total current liabilities

Long-term liabilities
Long-term commitment
Long-term debt - net of current portion
Capital lease obligations - net of current portion

Equity
Members' equity

PUMP ENGINEERING, LLC
CONSOLIDATED BALANCE SHEET
December 20, 2009

ASSETS

LIABILITIES AND MEMBERS' EQUITY

Total current assets

Total cost

Net property and equipment

Total other assets

Total assets

Net long-term liabilities
Total liabilities

Total liabilities and members' equity $

The accompanying notes are an integral part of these financial statements.

845,008

742,086
2,942,612
249,757
4,779,463

3,194,447
2,546,036
772,130
592,922
7,105,535

(2,283,100)
4,822,435

656,970
87,734
744,704

10,346,602

70,705
1,302,368
271,244
175,047

182,356
266,721
3,574,233
5,842,674

45,000
1,577,902
371,044
1,993,946
7,836,620

2,509,982

10,346,602




Sales

Cost of sales

Selling, administrative and research
and development expenses
Selling expenses
Administrative expenses
Research and development expenses

Other income (expense)
Interest expense
Interest income

PUMP ENGINEERING, LLC
STATEMENT OF CONSOLIDATED OPERATIONS
For the Period from January 1, 2009 through December 20, 2009

Gross profit

Total selling, administrative, and
research and development expenses

Operating loss

Net other expense

Net loss

The accompanying notes are an integral part of these financial statements.

7,460,718

4,787,485

2,673,233

1,831,546
1,628,002
622,420

4,081,968

(1,408,735)

(101,318)
10,914

(90,404)

(1,499,139)




Balance, January 1, 2009
Capital contributions

Retirement of common
member units

Distributions
Net loss

Balance, December 20, 2009

PUMP ENGINEERING, LLC
CONSOLIDATED STATEMENT OF MEMBERS' EQUITY
For the Period Ended December 20, 2009

Preferred Common Total
Member Equity Member Equity Equity

$ 0 0 0

2,410,000 2,148,429 4,558,429

(35,200) (35,200)

(196,268) (317,840) (514,108)

(179,094) (1,320,045) (1,499,139)

$ 2,034,638 § 475,344 § 2,509,982

The accompanying notes are an integral part of these financial statements.




Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash
provided by operating activities:
Depreciation and amortization
Change in provision for doubtful accounts
Changes in operating assets and liabilities:
(Increase) decrease in:
Accounts receivable - trade
Inventories
Prepaid expenses and other assets
Deposits
Increase in:
Accounts payable
Accrued liabilities
Customer deposits
Other long-term liabilities

Cash flows from investing activities
Purchases of property and equipment
Payments for construction in process

Cash flows from financing activities
Checks in excess of bank balance
Proceeds from long-term debt
Payments on long-term debt
Payments on capital lease obligations
Line of credit - net
Member contributions
Distributions to members
Retirement of common member units

Net increase in cash
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information
Cash paid during the period for interest

PUMP ENGINEERING, LLC
CONSOLIDATED STATEMENT OF CASH FLOWS

Supplemental disclosure of non-cash financing transactions:

Distribution of building to common members

Contribution of common members' capital as a result of a change in equity structure

For the Period from January 1, 2009 through December 20, 2009

$ (1,499,139)

393,707
4,160

380,403

(1,052,343)

(219,283)
77,166

784,879
171,202
3,293,300
45,000

Net cash provided by operating activities 2,379,052

(3,863,245)

(656.970)

Net cash used in investing activities (4,520,215)

70,705
1,964,530
(881,010)
(167,131)
(234,807)

2,410,000
(269,796)

(35.200)

Net cash provided by financing activities 2,857,291

716,128
128,880

$ 845,008

$ 101,318

$ 244,312

$ 2,148,429

The accompanying notes are an integral part of these financial statements.




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 1 — Significant accounting policies

Principles of consolidation
Pump Engineering, LLC (the Company) is a Michigan Limited Liability Company. The consolidated financial statements include the accounts of the Company and its
wholly owned subsidiary: PEI Agent Inc. All material intercompany balances and transactions have been eliminated.

Nature of operations
The Company, develops and produces pumping equipment and turbines designed to desalinate salt water. These products are sold to customers throughout Europe,
Australia, India, Asia, the Caribbean, the Middle East and the United States.

Effective January 1, 2009 Pump Engineering, Inc. converted the organizational structure from a Corporation, to a Limited Liability Corporation (LLC), Pump
Engineering, LLC. At this time, Pump Engineering, Inc. entered into an agreement exchanging all of its assets net of the Corporation's liabilities, in exchange for 1749
class A common units or 87.45% of the LLC. New members were granted 241 preferred units and 10 class A common units equal to 12.55% of the LLC in exchange
for $2,410,000 in cash.

On March 13, 2009, the Company retired 18.91 Class A common units with the payment totaling $35,200.

The Company issued 87.46 class B common units to key members of management as profit only interest during the period of January 1, 2009 through December 20,
2009. The profit only interest require no capital contributions upon issuance, but entitles each Class B common unit holders to participate in the allocation of profits and
losses and distributions identical to a Class A common unit holder who contributed capital.

PEI Agent, Inc. was organized in 2006 for the manufacturing and distribution of the Company’s product to its foreign customers.

Estimates and assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash equivalents

The Company considers all highly liquid investments with a maturity of three months or less when purchased to be cash equivalents. The Company maintains deposits in
federally insured financial institutions. At times, these deposits exceed federally insured limits; however, management monitors the soundness of these financial
institutions and believes the Company’s risk is negligible. At December 20, 2009, the Company’s bank balance was approximately $574,000 in excess of Federal
Deposit Insurance Corporation insured limits.




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 1 — Significant accounting policies — continued

Investments
Investments are recorded at quoted market prices. Current investments represent money market funds.

Accounts receivable

The Company extends credit to its customers. Payment terms from customers may provide for a 10% retainage due upon successful installation of the pump. Bad debts
are provided for using the allowance method based on management’s evaluation of the collectibility of outstanding accounts receivable at the end of the year, which
evaluation is based on historical losses and current economic conditions. The Company does not accrue interest on past due receivable balances.

Inventories
Inventories are valued at the lower of cost or market. Cost is determined by the first-in, first-out method. At December 20, 2009, inventories consisted of the following:

2009
Raw materials $ 1,970,303
Work in process 972,309

Total inventory § 2,942,612

Property and equipment
Property and equipment are carried at cost. Costs that materially add to the productive capacity or extend the life of an asset are capitalized while maintenance and repair
costs are expensed as incurred.

The Company provides for depreciation and amortization using straight-line and accelerated methods over the estimated useful lives of the depreciable assets.
Patents

Costs incurred to obtain patents with the United States government are being amortized using the straight-line method over the estimated useful lives of 17
years. Amortization expense for the period from January 1, 2009 through December 20, 2009 was $9,842 Amortization expense for the next five years is as follows:

2010 $ 9,260
2011 9,260
2012 9,260
2013 9,260
2014 9,260
Thereafter 41,434
Total $ 87,734

Revenue
Revenue is recognized when it is earned. Advance receipts of revenue which are recorded as customer deposits are deferred and classified as liabilities until earned.




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 20, 2009
Note 1 — Significant accounting policies — continued
Advertising
The Company charges advertising costs to expense in the year incurred. Advertising expenses were $96,235 for the period from January 1, 2009 through December 20,
2009.

Research and development
The Company reports the costs of planning, designing and establishing the technological feasibility of a new process as research and development cost and such costs are
expensed when incurred.

Income taxes
As a limited liability company, the Company’s taxable income or loss is allocated to members in accordance with their respective percentage ownership. Therefore, no
provision or liability for income taxes has been included in the financial statements.

The Financial Accounting Standards Board issued new guidance on accounting for uncertainty in income taxes. The Company adopted new guidance for the year ended
December 31, 2009. Management evaluated the Company’s tax positions and concluded that the Company had taken no uncertain tax positions that require adjustment to
the financial statement to comply with the provisions of this guidance. With few exceptions, the Company is no longer subject to income tax examinations by the U.S.
federal, tax authorities for years before 2006 and state or local tax authorities for years before 2005.

Note 2 — Allocation of members’ profits, losses and distributions

Preferred distributions

Each outstanding preferred unit shall accrue a preferred distribution at a rate equal to eight percent cumulative but not compounded annually on the outstanding balance
on each preferred unit equal to the original purchase price for the preferred unit. The contributed value of the Company’s preferred units was $2,410,000 as of December
20, 2009. These units had earned and were paid a preferred distribution totally $186,334 for the period of January 1, 2009 through December 20, 2009.

Required tax distributions

To the extent of available excess cash, the Company shall distribute to all of the members, on a quarterly basis, required tax distributions attributable to their membership
interests in the Company. The required tax distributions will be based upon the estimated taxable income multiplied times the highest individual federal tax rate and two
thirds of the maximum individual state income tax rate for the state of Michigan. If after the close of a fiscal period it is determined that the amount of the quarterly
required tax distributions exceeded the amount actually to be paid based upon the final taxable income, the members are not obligated to refund the amount of the excess
tax distribution, but instead adjust any excess cash distributions as discussed below. For the period of January 1, 2009 through December 20, 2009, the Company paid
required tax distributions totaling $83,462.




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 2—Allocation of members’ profits, losses and distributions — continued

Distributions of excess cash

The Company shall distribute, on a discretionary basis, the Company’s excess cash as follows: first, to all of the members, any required tax distribution; second, to the
preferred members, the amount of their cumulative accrued, but unpaid preferred return; third, to the preferred members, an amount equal to their preferred adjusted
capital contribution; and fourth, to all of the members pro rata among them in accordance with their proportionate shares of all units on a combined basis.

Distributions in the event of liquidation

If the Company shall liquidate then the proceeds of such liquidation shall be applied in the following order of priority: first, to the expenses of such liquidation; second, to
the debts and liabilities of the Company to third parties, if any, in the order of priority provided by law; third, a reasonable reserve shall be set up to provide for any
contingent or unforeseen liabilities or obligations of the Company to third parties and at the expiration of such period as the Company may deem advisable, the balance
remaining in such reserve shall be distributed as provided herein; fourth, to debts of the Company to the members or their affiliates and any fees and reimbursements
payable; fifth, to pay any amount of past due required tax distributions (including, without limitation, required tax distributions arising from the liquidation of the
Company's assets and/or units); sixth, to the preferred members to satisfy any accrued but unpaid preferred return; seventh, to the preferred members in an amount equal
to their preferred adjusted capital contribution; and eighth, to all of the members on a pro rata basis in accordance with their units (both common and preferred units
combined).




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 3 — Debt

Long-term debt
Long-term debt at December 20, 2009 consisted of the following:

Note payable to a bank, payable in monthly installments of $6,000 plus interest equal to 3.00% per
annum in excess of LIBOR (effective rate of 3.28%) through August 2014 when the remaining
unpaid principal and interest become due and payable. This note was paid off in full subsequent to
period end. (see Note 9) $ 1,476,000

Note payable in monthly installments of $11,337 including fixed interest at 7.00%, through
February 2011, when the remaining unpaid principal and interest become due and payable. The
obligation is collateralized by a security interest in the building. 157,347

Note payable to a bank, payable in monthly installments of $5,208, including fixed interest at
4.45% through March 2013, when the remaining unpaid principal and interest become due and
payable. This note was paid off in full subsequent to period end. (see Note 9) 203,125

Vehicle loan to a bank, payable in monthly installments of $289, including fixed interest at 7.25%
through February 2014, when the remaining unpaid principal and interest become due and

payable. The loan is collateralized by a security interest in the vehicle. 12,674
Total 1,849,146
Less current portion of long-term debt (271,244)

Net long-term debt $ 1,577,902

The Company’s notes payable above to a bank are cross-collateralized on all bank borrowings obligations, debts and liabilities and are secured by all assets of the
Company.

Maturities of long-term debt subsequent to December 20, 2009 are as follows:

Year ending December 31,

2010 $ 271,244
2011 160,617
2012 137,570
2013 90,926
2014 1,188,789
Total $ 1,849,146




PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 4 — Lease, rental, and other commitments
Capital leases
The Company leases certain equipment under capital leases. The following is a schedule by years of the future minimum lease payments under the capitalized leases

together with the present value of the net minimum lease payments at December 20, 2009:

Year ending December 31,

2010 $ 214,118
2011 206,363
2012 137,600
2013 64,512
Total minimum lease payments 622,593
Less: Amount representing interest (76,502)
Present value of minimum lease payments 546,091
Less: Current portion of capital lease obligations (175,047)
Net long-term capital lease obligations $ 371,044

At December 20, 2009, the cost of machinery and equipment under capital lease obligations is as follows:

2009
Machinery and equipment $ 1,325,387
Accumulated depreciation !750,676)
$ 574,711

Operating leases
The Company leases various pieces of equipment under noncancelable operating leases expiring through the year 2014.

The following is a schedule of future minimum rental payments required under operating leases that have an initial or remaining noncancelable lease term in excess of
one year as of December 20, 2009:

Year ending December 31,

2010 $ 162,706
2011 157,995
2012 154,630
2013 154,630
2014 103,087
Total $ 733,048

Total rent expense under operating leases was $56,959 for the period from January 1, 2009 through December 20, 2009.
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PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 20, 2009
Note 4 — Lease, rental, and other commitments — continued
Other lease
The Company is obligated under a noncancelable Master Equipment Lease Agreement to a financial institution. Future minimum lease payments under these leases are
$249,374.

Purchase commitment
The Company has entered into a commitment to join an industry association for the amount 0f$56,250. This payment is to be made in three annual installments ending in
2012. The correspondingliability has been recorded as a current liability of $11,250 and a long term commitment liability of $45,000.

Note S — Warranty reserve

The Company warrants all products for a period of the earlier of one year after the product has been placed in service or eighteen months from the date of
shipment. The Company estimates future warranty costs based on management’s evaluation of the sales of products covered under the warranty.

Changes in the Company’s warranty reserve at December 20, 2009:

2009
Balance at January 1, 2009 $ 93,480
Warranties issued 271,362
Settlements (98,121)
Balance at December 20, 2009 $ 266,721

Note 6 — Employee retirement plan
The Company has a 401(k) profit-sharing plan for all employees who fulfill a minimum age and length of service requirement. Contributions to the profit sharing plan
are discretionary by the Company, up to the maximum permitted by the Internal Revenue Code and are determined annually by the Board of Directors. The 401(k) profit
sharing plan provides for the Company to match a uniform percentage of employee contributions to the plan as determined annually by the Board of Directors. There
were no Company contributions made in the period from January 1, 2009 through December 20, 2009.

Note 7 — Major customers
Sales include approximately $974,000 to one customer representing approximately 13% of the Company’s sales for the period from January 1, 2009 through December

20, 2009.

At December 20, 2009, accounts receivable from four customers were approximately $532,000 representing 66% of the Company’s receivables at December 20, 2009.
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PUMP ENGINEERING, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 20, 2009

Note 8 — Subsequent event

The Company has evaluated all events subsequent to the balance sheet date of December 20, 2009 through February 10, 2010, which is the date these consolidated
financial statements were issued, and has determined that except as set forth below, there are no subsequent events that require disclosure under the FASB Accounting

Standards Codification Topic, Subsequent Events.

On December 21, 2009, the Company was merged with Energy Recovery Inc (ERI). At this time the separate corporate existence of the Company ceased. As a result of
the merger, any holder of a Company unit at the time of the transaction received the right to both a per unit cash payment, net of the cost of the transaction which totaled
approximately $1,229,000, and per unit stock payment of ERI common stock. In total, the cash unit payments were $20 million and the stock unit payments amounted to

1,000,000 shares.




SUPPLEMENTARY INFORMATION

PUMP ENGINEERING, LLC
CONSOLIDATED SCHEDULE OF COST OF SALES
For the Period from January 1, 2009 through December 20, 2009

Materials

Salaries and wages
Depreciation

Outside shop services
Freight

Payroll taxes
Employee insurance
Shop supplies
Equipment rental
Utilities

Repairs and maintenance
Education and training
Amortization

Property taxes
Telephone

Travel

$ 2,464,605
994,919
356,390
349,404
234,824

94,219
89,477
52,668
50,205
30,140
23,343
18,652
9,842
8,511
6,754
3,532

Total cost of sales $ 4,787,485




Commissions
Salaries

Travel and meals
Advertising and promotions
Consulting fees
Conference expense
Payroll taxes
Employee insurance
Office

Telephone

Utilities

PUMP ENGINEERING, LLC
CONSOLIDATED SCHEDULE OF SELLING EXPENSES
For the Period from January 1, 2009 through December 20, 2009

$ 804,340
466,333
232,562

96,235
89,924
44,914
36,859
23,001
16,449
17,182

3,747

Total selling expenses $ 1,831,546




Salaries
Professional fees
Employee insurance
Bank charges
Outside services
Payroll taxes

Office supplies

Bad debts

Travel and meals
Depreciation
Insurance

Repairs and maintenance
Utilities
Contributions
Property taxes

Dues and subscriptions
Telephone

Auto

Equipment rental
Postage

Retirement plans
Other

PUMP ENGINEERING, LLC
CONSOLIDATED SCHEDULE OF ADMINISTRATIVE EXPENSES
For the Period from January 1, 2009 through December 20, 2009

$ 599,263
468,889
92,485
87,177
61,537
52,915
40,919
38,295
27,989
27,475
24,403
23,373
13,281
12,540
11,937
8,235
7,768
6,145
3,304
1,992
930
17,150

Total administrative expenses $ 1,628,002
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PUMP ENGINEERING, LLC
CONSOLIDATED SCHEDULE OF RESEARCH AND DEVELOPMENT EXPENSES
For the Period from January 1, 2009 through December 20, 2009

Salaries $ 426,651
Outside shop services 84,694
Miscellaneous 45,082
Payroll taxes 35,932
Employee insurance 22,318
Utilities 7,743

Total research and development expenses $ 622,420




