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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 February 15, 2011, Energy Recovery, Inc. (the “Company”) announced the retirement of Gonzalo G. Pique, President and Chief Executive Officer, and the appointment of
Thomas S. Rooney, Jr. to succeed Mr. Pique as President and Chief Executive Officer, effective February 16, 2011.  Mr. Rooney will join the Company’s Board of Directors
on February 18, 2011.  A copy of the press release announcing Mr. Pique’s retirement and the engagement of Mr. Rooney as President, Chief Executive Officer and director is
attached to this Form 8-K as Exhibit 99.1.
 
Mr. Rooney has signed an offer letter which sets forth the terms of his employment with the Company.  The letter is attached to this Form 8-K as Exhibit 99.2 and is
incorporated into this Form 8-K by reference.  As more fully set forth in the offer letter, he will receive an annual base salary of $400,000, standard company benefits and a
sign-on bonus of $150,000, which must be repaid on a pro-rata basis in the event he resigns from the Company within twenty four (24) months of his start date.  He will also be
eligible for up to 100% of his annual base salary based based on achievement toward Company financial and/or other performance goals under the Company’s executive bonus
plan.  On February 18, 2011, he will receive options to purchase 800,000 shares of Company common stock and on the first Wednesday in January 2012, provided he is an
employee in good standing as of that day, he will receive options to purchase 250,000 shares of Company stock.  Both option grants are subject to the Company’s standard four
(4) year vesting schedule, and their vesting commencement date will be the first day of his employment.
 
Mr. Rooney has also entered into the Company's standard Indemnification Agreement, the form of which is on file with the Securities and Exchange Commission.
 
Mr. Pique will remain an employee through spring 2011 to assist with the leadership transition and will continue to receive his base salary and standard Company benefits.  At
the end of his employment, he will be engaged on a consulting basis as an advisor to the Board of Directors.  In this role, he will be paid an annual fee of $25,000 and his stock
options will continue to vest.  He will remain on the Board of Directors through June 2011, the end of his current term.
 
In addition, on February 10, 2011, the Compensation Committee of the Company’s Board of Directors approved cash retirement compensation for Mr. Pique in the amount of
$565,000.  Mr. Pique has served the Company for over 11 years and held the position of President and Chief Executive Officer since 2002.  He led the Company in its initial
public offering in July 2008.
 
Mr. Rooney, age 51, served as President and Chief executive Officer of SPG Solar, Inc., which is in the business of manufacturing and installing solar photovoltaic power
systems, from May 2009 to December 2010.  He has served as Chairman of the Board of Directors of Enertech Environmental, Inc., an innovator in the area of clean
combustion technologies for biosolids, since April 2009 and as a member of the Technology Advisory Board of  Advanced Energy Industries (NASDAQ: AEIS), a maker of
industrial power conversion products, since 2010.

From July 2003 to August 2007, he served as President and Chief Executive Officer of Insituform Technologies, Inc. (NASDAQ: INSU), a leading supplier of water
infrastructure technology and services for municipalities and industry, including oil and gas.  From 2008 to 2010, he served on the Board of Directors of China-based Duoyuan
Global Water, Inc. (NYSE: DGW), a manufacturer and distributor of water purification products which he helped bring public on the New York Stock Exchange in
2009.  From 1997 to 2003, he was Senior Vice President of Gilbane Building Corporation, Inc. and from 1982 to 1997 he held various positions with increasing responsibility
at Turner Construction Company.
 
Item 9.01 Financial Statements and Exhibits.
 
(d) Exhibits  
   
 Exhibit No. Description
   
 99.1 Press Release dated February 15, 2011
   
 99.2 Offer Letter
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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 hereunto
duly authorized.

 
 

 ENERGY RECOVERY, INC.  
 (Registrant)  
    
    
Date: February 15, 2011 By: /s/ Carolyn F. Bostick  
  Carolyn F. Bostick  
  Vice President and General Counsel  
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Exhibit 99.1

 
Press Contacts: Audrey Bold

Energy Recovery, Inc.
+1 510.746.2529
abold@energyrecovery.com

Steven Webb
Schwartz Communications, Inc.
+1 415.817.2526
ERI@schwartzcomm.com     
 

 
 

ENERGY RECOVERY INC’S GG PIQUE RETIRES; BOARD APPOINTS
THOMAS S. ROONEY JR. AS NEW CHIEF EXECUTIVE OFFICER

Cleantech Executive Brings Extensive Experience in Water and Renewable Energy to ERI

SAN LEANDRO, Calif., February 15, 2011—Energy Recovery, Inc. (NASDAQ: ERII), a leader in the design and development of energy recovery devices for desalination,
today announced the retirement of its chief executive officer, G.G. Pique and the appointment of Thomas S. Rooney, Jr. as its new chief executive officer, effective February 16,
2011.    Mr. Pique served as ERI’s CEO for nine of his 11 years with the Company.

“G.G. has been instrumental to ERI’s success. His energy, commitment and industry experience have taken us from a small private company through a successful IPO in July
2008,” stated Hans Peter Michelet, ERI executive chairman. “He helped build a great company and launched an innovative technology that changed an industry.”

“Over the last nine years, we have taken ERI from a garage operation to a publicly traded company on the NASDAQ, while putting together a great team which continues to
solidify our position in the desalination industry,” said G.G. Pique. “The ERI team is committed to bringing the power savings our technologies make possible to users inside and
outside of desalination. I am delighted that a capable leader like Tom Rooney will lead the team and continue to advance our high-efficiency energy recovery solutions.”

Mr. Rooney brings to ERI nearly 30 years of executive public and private company experience in industries such as renewable energy, smart grid technologies, water
purification, waste treatment and engineering and construction.  As ERI’s new CEO, Mr. Rooney will leverage his broad management skills in leading companies through new
stages of growth in order to expand the reach of ERI’s existing technologies and products into new cleantech markets. Mr. Rooney will join the Company’s board of directors on
February 18, 2011. Mr. Pique will remain with the Company as needed to help with the leadership transition.

“As Tom joins our management team, the ERI community is excited to benefit from his passion, his varied experience and his leadership,” continued Mr. Michelet. “As ERI
continues to invest in our established desalination and water technologies, we are also committed to delivering new solutions to address the challenges and needs in various
cleantech segments. Tom will drive the expansion of ERI’s R&D capabilities in high-efficiency, fluid energy transfer and energy storage technologies.”

 
 



 
 
Most recently, Mr. Rooney was the CEO of SPG Solar, one of the largest solar integrators in the United States. Under his leadership, SPG dramatically improved operational
efficiencies, expanded to a national enterprise, and doubled its profits. Currently, Mr. Rooney is a member of the technical advisory board for Advanced Energy Industries
(NASDAQ: AEIS), a global leader in innovative solar power and control technologies.

“ERI is a proven leader in the desalination and clean water industries, and I am excited to be working with such a dedicated and diverse group of people,” said Rooney. “In
addition to strengthening our market presence in desalination, I am also looking forward to tapping into the enormous potential ERI’s energy efficiency technology offers for a
variety of cleantech applications.”

Prior to his role at SPG Solar, Mr. Rooney was president and CEO at Insituform Technologies, Inc. (NASDAQ: INSU) a global, publically traded company where he executed a
progressive, multi-dimension growth strategy that significantly strengthened the company financially, technically and operationally.  Mr. Rooney has held positions on the board
of Beijing-based Duoyuan Global Water, Inc. (NYSE: DGW), and was part of the team that helped guide the company through its IPO in 2009.

About Energy Recovery, Inc.
Energy Recovery, Inc. (NASDAQ:ERII) designs and develops energy recovery devices that help make desalination affordable by significantly reducing energy consumption.
Energy Recovery technologies include the PX Pressure Exchanger™ (PX™) device for desalination and the Turbocharger hydraulic turbine energy recovery device and pump
for desalination, gas and liquid processing applications. In total, Energy Recovery reduces the carbon footprint of desalination, saving more than 970 MW of energy and
offsetting CO2 emissions by more than 5.2 million tons per year. The company is headquartered in the San Francisco Bay Area with offices in Detroit and in key desalination
centers worldwide, including Madrid, Shanghai, and the United Arab Emirates. For more information about Energy Recovery, Inc. please visit www.energyrecovery.com.

# # #
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CORPORATE HEADQUARTERS
 

1717 Doolittle Drive  ●  San Leandro  ●  California 94577
+1 (510) 483-7370 Office  ●  +1 (510) 483-7371 Fax

 
 
 

February 14, 2011

Mr. Thomas Rooney
75 Bond Ln.
Tiburon, CA 94920

Re:  Offer of Employment with Energy Recovery, Inc.

Dear Tom,

On behalf of the Board of Directors of Energy Recovery Inc. (“ERI”) or (“Company”), I am pleased to offer you the position of President and Chief Executive Officer,
reporting to the Board of Directors, subject to the following terms and conditions.

Salary and Start Date.  We would like your employment with ERI to begin on February 16, 2011.  You will receive an annual base salary of $400,000.00, less
deductions authorized or required by law, which will be paid bi-weekly in accordance with our standard payroll practices.  We also invite you to attend the meeting of
the Board of Directors on Friday, February 18, 2011, at which time, you will be nominated, and a vote will be taken for, your election to the Board of Directors of ERI.

Sign-on Bonus.  This offer includes a one-time sign-on bonus of $150,000.00, less deductions authorized or required by law, which you will receive with your first
paycheck as an ERI employee.  If you choose to resign from ERI for any reason (other than “Good Reason” as defined in the ERI Change in Control Severance Plan
then in effect) within the first twenty four (24) months of your employment, you agree to return to ERI a pro-rata share of this sign-on bonus equal to the number of
months remaining in the 24-month period at the time of resignation, divided by 24.

Executive Bonus Plan.  You will also be eligible to participate in the Company’s annual Executive Bonus Plan, under which you will be eligible to receive from 0% -
to 100% of your base salary based on your achievement toward Company annual financial targets and/or other performance goals.  The terms of the Executive Bonus
Plan for 2011 will be finalized at the February, 2011 meeting of the Compensation Committee of the Board of Directors with the understanding that your bonus
potential under the 2011 Plan will be reduced by the amount of your sign-on bonus.  Within thirty (30) days of your start date, you will meet with the Board of Directors
and agree on goals for 2011 that align with the Company's growth strategy.  Bonuses will be deemed earned as of the dates established by the Board of Directors in the
each bonus plan and in compliance with applicable law. Bonuses are generally paid no later than March 15 of the year following the year in which earned. The bonus
plans may change from year to year at the discretion of the Board of Directors.
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Benefits.  As a full-time employee, you will be eligible to receive employee benefits which include paid time off that accrues each pay period at the annual rate of three
(3) weeks per year, medical, dental and vision insurance for you and your dependents, as well as long-term disability and life insurance. You may elect to participate in
these programs as of the first day of the month following your start date. Please note that the benefits program may change from time to time at the Company’s
discretion.

Stock Options.  As part of this offer, you will be granted an option to purchase 800,000 shares of ERI Common Stock under the standard terms of the Company's 2008
Equity Incentive Plan (the “Plan”) and form of Option Agreement.  The options will be granted on the later of February 18, 2011 or the third business day after the
public announcement of your appointment as the Company’s President and Chief Executive Officer (“First Grant Date”).  The exercise price of the option will be the
“Fair Market Value” (as defined in the Plan), which generally means the closing price on NASDAQ of a share of ERI common stock on the day of grant. In addition,
you will be granted an option under the Plan and Option Agreement to purchase 250,000 shares of ERI Common Stock on the first Wednesday in January 2012
provided that you are an employee in good standing as of the date of grant. Both option grants will vest over four (4) years with twenty five percent (25%) of the shares
vesting on the first anniversary of the vesting commencement date, which will be the first day of your employment for both awards.  After the first anniversary of the
vesting commencement date, one forty-eighth (1/48th) of the shares will vest each month.

Early Change in Control Payment.   In the event of a Change in Control (as defined in the Company’s Change in Control Severance Plan) before you have been
granted in full the stock options described in the preceding paragraph, the Company agrees that on the next regular Company payroll date following the Change of
Control, you will be paid an additional lump sum amount in the amount of $400,000, less deductions required or permitted by applicable law.

Change of Control Plan.  Under this offer, you will also be named a Participant in the Company’s Change in Control Severance Plan (a copy of which has been
provided to you) (the “CIC Plan”) or as hereafter amended; provided, however, that the benefits provided under the CIC Plan will be extended to an Anticipatory
Termination.  An “Anticipatory Termination” for purposes of this letter means a termination of your employment otherwise giving rise to benefits under the CIC Plan
(if the termination had occurred during the period specified in the CIC Plan) that occurs during the 3 months prior to the earlier of the date on which a third-party
(person or group of persons) first acquired beneficial ownership of more than 5% of a voting class of the Company’s equity securities or the Change in Control occurs
(and provided the Change in Control is actually consummated and or in the case of a 5% equity beneficial ownership acquisition described above, is consummated by
the person or persons which first acquired the more than 5% beneficial ownership), if you can reasonably demonstrate that the termination of employment (1) was at the
request of a third party that had taken steps reasonably calculated to effect the Change in Control or (2) otherwise arose in connection with or anticipation of a Change
in Control.
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Employment Status Although your status may change, your employment with the Company remains “at will”, meaning that either you or the Company will be entitled
to terminate your employment at any time and for any reason, with or without cause. Any contrary representations which may have been made to you are superseded by
this offer letter. In addition, although your job duties, title, compensation, benefits, as well as the Company’s personnel policies and procedures, may change in the
future, the “at will” nature of your employment may not be changed.

Termination for Convenience .  In the event that you are terminated without Cause (as defined in the CIC Plan, as amended) and not as part of an Anticipatory
Termination, you will be entitled to receive the greater of the severance benefits provided in any then-existing and applicable Company  severance plan, or as defined in
this section, specifically: all payments required by applicable local law, including all earned and unpaid salary, any accrued and unused vacation pay and all earned but
unpaid and un-deferred bonus attributable to the year that ends immediately before the year in which the termination occurs, less deductions required or permitted by
law; and (without altering the “at will” nature of your employment), the following additional benefits (“Additional Benefits”), in exchange for a mutually agreeable
form of release of all claims known or unknown, and satisfying any other conditions or restrictive covenants set forth in any Company severance plan, , provided that
ERI receives the signed, unrevoked agreement within forty five (45) days of your termination date:

(A) a severance amount payable in a lump sum equal to:

(i)           If termination of your employment occurs within the first eighteen (18) months of employment, eighteen (18) months’ salary based on your annual
base salary in effect as of the date of the employment termination less deductions required or permitted by applicable law, or

(ii)          If the termination of your employment occurs after the first eighteen (18) months of employment, twelve (12) months’ salary based on your annual
base salary in effect as of the date of the employment termination, less deductions required or permitted by applicable law; and

(B) the immediate vesting of twenty five (25%) of all unvested equity compensation held by you as of the date of termination, including unvested equity compensation
where the amount payable is based on the satisfaction of performance criteria to the extent such vesting acceleration would not cause any award intended to constitute
“qualified performance-based compensation,” within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”) to fail to so
qualify, less deductions required or permitted by applicable law, with the vesting acceleration to occur in the following order: stock options and similar equity awards
would vest before “full” value equity awards and, within each category of awards, equity awards would vest in the order that they were granted.  All other provisions of
the option will continue in effect in accordance with the original terms of the agreement evidencing the option.
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To the extent the Additional Benefits compensation is subject to Section 409A of the Code, the severance payment or the distribution of the equity compensation shall
be paid or made, as applicable, on the 45th day following “separation from service” (within the meaning of Code Section 409A and any the regulations or other
guidance thereunder (“Section 409A”)).  In addition, no such payment or distribution will be made to you prior to the earlier of (a) the expiration of the six-month
period measured from the date of your separation from service or (b) the date of your death, if you are deemed at the time of such separation from service to be a
“specified employee” (within the meaning of Section 409A) and to the extent such delayed commencement is otherwise required in order to avoid a prohibited
distribution under Section 409A.  All payments which had been delayed pursuant to the immediately preceding sentence will be paid to you in a lump sum upon
expiration of such six-month period (or, if earlier, upon your death).

In the event that you voluntarily resign (other than under the circumstances described in the Change in Control Severance Plan) or are terminated by ERI for Cause, you
will only be entitled to payment required by applicable local law, including all earned and unpaid salary, any accrued and unused vacation pay and all earned but
unpaid and un-deferred bonus attributable to the year that ends immediately before the year in which the termination occurs, less deductions required or permitted by
law.

Please note that this offer is conditioned upon your ability to present employment eligibility and properly complete the Form I-9 by the third workday after your date of
hire as required by the Immigration Reform & Control Act of 1986. A copy of the form will be provided to you.  It is ERI policy to conduct background checks by the
second week of the employment.  This offer is contingent upon positive results from the background checks.  A copy of our Background Check Authorization Form
had been provided to you.

Please accept this offer of employment as of the start date set forth below by signing your name and setting forth the agreed start date below.  Then return this letter to
me by email or fax within by February 14, 2011.  If your acceptance is not received by this date, we shall assume that you have declined the offer and the offer shall be
null and void.

Please call me if you have any questions regarding the information outlined below.

Very truly yours,

Hans Peter Michelet
Executive Chairman

Signed Acceptance:  /s/ Thomas S. Rooney, Jr.

Start Date:  February 16, 2011
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