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A Message from Robert Mao
Chairman of the Board, President, and CEO

Dear Fellow Stakeholders, 

As we celebrate our 30-year anniversary at Energy Recovery, we also celebrate the third year of our formal 

Environmental, Social, and Governance (ESG) program. While our rigorous approach to ESG is relatively new, the 

goal of enhancing sustainability for our customers and the world has been with us since the very beginning.

Our ESG program continues to support this goal in substantial and important ways. In this report, for example, 

we are sharing for the first time our greenhouse gas (GHG) emissions. This milestone, part of our 

response to the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD), 

is a testament to our commitment to greater transparency, operational efficiency, and making a positive 

impact. Kelley Vendeland, our Vice President of Marketing and ESG, describes how our GHG disclosure and 

TCFD efforts fit into our broader ESG journey in the following pages.

Energy Recovery was founded on the premise that our pressure exchanger (PX) energy recovery technology 

can make water desalination more affordable and accessible by reducing electricity consumption and costs, 

which in turn cuts carbon emissions. We have done exactly that and, more recently, applied our pressure 

exchanger technology to new markets with a similar goal in mind: to improve efficiency and sustainability. 

Today, on an annual basis, we help customers save nearly $4 billion in energy expenses and avoid 14.5 million 

metric tons of emissions, the equivalent of removing more than three million gasoline-powered passenger 

vehicles from the road each year. While the majority of these reductions come from our desalination products 

today, we are focused on growing the positive economic and sustainability impacts of our pressure exchanger 

technology in other important industries, including: industrial wastewater treatment and CO
2
 refrigeration.

By taking a broader view of the water market, inclusive of both desalination and industrial wastewater, we are expanding 

the ways we can help enhance access to clean water for more communities around the world. As water scarcity worsens and 

governments continue to adopt increasingly stringent wastewater regulations, our energy recovery devices (ERDs) can play a 

key role in facilitating reuse and conservation efforts in a more sustainable way. At a time when the United Nations estimates 

a 40% gap between global water supply and demand by 2030, our work here is critical. 

https://energyrecovery.com/
https://www.nasdaq.com/market-activity/stocks/erii
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We are installing our ERDs in several industrial wastewater treatment facilities, which 

includes the first commercial deployments of our newest wastewater ERD, the Ultra 

PX™. We believe our impact in industrial wastewater can mirror what we’ve done, and 

continue to do, in desalination.

Concurrently, regulation is driving a global transition from synthetic refrigerants called 

hydrofluorocarbons (HFCs) to natural refrigerants such as CO
2
, which has posed 

significant challenges for the refrigeration industry. HFCs are a class of powerful man-

made greenhouse gases with a global warming potential (an internationally recognized 

standard for measuring the global warming impact of different gases) that is anywhere 

from 1,000 to 13,000 times worse for the environment than CO
2
. The environmental 

case is clear; however, the core barrier to CO
2
 refrigeration adoption is economic. CO

2
 

systems generally require more electricity to operate than HFC systems, leading to 

higher operating costs. To address this challenge and offset the increase in energy 

consumption, Energy Recovery is working with refrigeration manufacturing partners to 

design an environmentally friendly, next-generation CO
2
 refrigeration system featuring 

our PX G1300™ energy recovery device. The PX G1300 facilitates improved efficiency 

and lower electricity consumption and emissions in high-pressure CO
2
 systems. In 

2022, we signed multiple joint development agreements with global refrigeration rack 

manufacturers to design PX G1300-integrated CO
2
 systems. We continue to receive 

interest from other refrigeration manufacturers, since our product makes the transition 

to CO
2
 refrigeration more sustainable and financially attractive.

With our consistently strong performance in the desalination space and our disciplined 

expansion into new markets, our business is growing. We achieved an average annual 

product revenue growth of 20% from 2015 to 2021, and building upon this success, 

we have set ambitious growth targets to match our high expectations. We expect this 

strong growth to continue based on our core technology’s value proposition – reducing 

energy consumption and costs associated with industrial processes. As we continue 

forward, we’re laser-focused on applying our technology to additional industries where 

we can drive efficiency gains and accelerate sustainability. 

In marking three decades of serving our customers, it’s crucial that we recognize the 

talent and culture that has made this possible and its importance for our future. We 

appreciate that our talent strategies must evolve to support our growth, as running 

a larger and more complex company will demand new skills and evolved leadership 

over time. To this end, we are strengthening our Human Resources and talent strategy 

programs to develop our workforce, achieve our growth and retention targets, encourage 

diversity, and meet the evolving needs of our employees. Over the past few years, we 

have more than doubled capacity, and our targeted expansion will continue to support 

increasing production, making it even more important that we continue to focus on 

safety. Consequently, we are focused on improving our safety program through our ISO 

45001 certification, among other strategic initiatives. Additionally, we know that our 

best ideas come from diverse perspectives at all levels of our organization, and we’re 

proud of the increased diversity we’ve achieved on our Board of Directors, which is now 

composed of 43% women and 29% people of color. 

Our value proposition at Energy Recovery is deeply rooted in ESG principles, and we 

are fully aligned with global efforts to ensure the health and prosperity of our world for 

generations to come. We will maintain proactive communication with our stakeholders 

on our sustainability objectives and progress toward our goals.

The latest Intergovernmental Panel on Climate Change (IPCC) report did not mince 

words — now is the moment for our society as a whole to come together to fight climate 

change. We all have a responsibility to tackle this crisis of our time, and I’m proud to 

lead a company fully committed to playing its part.

Robert Mao 
Chairman of the Board, President,  

and Chief Executive Officer of Energy Recovery

https://energyrecovery.com/
https://www.nasdaq.com/market-activity/stocks/erii
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Letter from Kelley Vendeland
Vice President of Marketing and ESG

Dear Fellow Stakeholders, 

It is simply amazing what a team can accomplish in three years. Since launching our formal ESG journey in 2019, 

Energy Recovery has made important strides that have enhanced our ability to sustainably grow and positively 

impact our investors, customers, employees, and communities.

This year’s report highlights the many ways we continue to progress, most notably including our first full 

accounting of GHG emissions associated with our business. The disclosure is foundational to our efforts 

to respond to the TCFD’s recommendations by the end of 2024, which we view as critical to ensuring 

stakeholders can properly evaluate our sustainability performance, and addressing anticipated regulations. 

Our view was validated in March 2022 when the U.S. Securities and Exchange Commission issued a 

proposed rule that would mandate specific disclosures on GHG emissions and climate change risks. Our 

TCFD response work is well underway and is described further in the Climate Risks and Opportunities 

section of this report. 

Our ESG efforts this year build on our 2020 materiality assessment, through which we engaged key 

stakeholders including internal leaders and employees, investors, and our Board of Directors to determine 

the 14 ESG topics most important to our business. Of the 14 key topics, we deemed four as highest priority 

— Employees, Environmental & Climate Change Risks, Innovation & Opportunity, and Products — and set 

goals for each. Our work in all four areas will allow us to reduce the climate impacts of our business and improve 

energy efficiency for our customers. I am excited to share the progress we have made since last year’s report.

Employees – We recognize our success relies on our people. As such, we are investing in workforce health and 

safety and the continued development of our team. This includes systematic safety improvements such as new safety 

training software and achieving ISO 45001 certification, an occupational health and safety standard. We recognize the 

important role every team member plays in making us a stronger and more sustainable company. By the end of 2022, we 

aim to provide 100% of our new hires with sustainability training within three months of their hire date. 

https://energyrecovery.com/
https://www.nasdaq.com/market-activity/stocks/erii
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Our employee retention rate has remained above 90% for three years in a row and we 

are now certified as a Great Place to Work, reflecting both a high degree of satisfaction 

within our workforce and our meaningful commitment to employee well-being. 

Environmental & Climate Change Risks – In line with our TCFD goal, we are 

fully engaged in a comprehensive assessment to identify our climate-related risks 

and opportunities over the short, medium, and long-term. We also set a goal to 

obtain certification to the ISO 14001 Environmental Management Standard by the 

end of 2022, and I’m happy to report that we completed a third-party audit of all 

manufacturing locations and have been recommended for certification.

Innovation & Opportunity – We set a goal to double emissions reductions from the 

use of our products by the end of 2025 versus our 2019 baseline. We are well on our 

way, having improved energy savings through the use of our products by nearly 40% 

since 2019. 

Products – We are committed to delivering products our customers can trust, with 

high standards of quality and safety. In 2020, we started disclosing our warranty 

expenses as a percentage of product revenue. Our goal, which we met in 2021, is to 

maintain warranty expenses below 1% of total product revenue, which positions us 

in the top quartile of our industry. We also measure our product quality and safety by 

monitoring financial impacts from warranty events and legal proceedings related to 

product incidents. I’m happy to report that we maintained our track record of minimal 

to zero financial impact in 2021.

Our achievements to date are the result of a sustained company-wide effort, and it 

has been rewarding to see our work recognized by others. Our MSCI rating has quickly 

climbed from ‘BBB’ to a current rating of ‘AA.’ In March 2022, IR Magazine awarded 

Energy Recovery “Best ESG Reporting” for small to mid-cap companies. Just a few 

months later, we won the “Best ESG Communications” award at IR Magazine’s ESG 

Integration Forum.

Our successes have been driven by authentic engagement and feedback from our 

stakeholders, and we will continue to improve with ongoing input from our investors, 

employees, customers, and suppliers, among many others. Our business strategy is 

inherently aligned with broader sustainability objectives, positioning us well to manage 

the multitude of possibilities ahead. As climate-related risks, evolving workforce 

expectations, regulatory proposals, and other market changes present themselves, 

our company is well-prepared to adapt and grow sustainably.

I am proud to lead an ESG journey at a company firmly committed to creating a better 

future for both our stakeholders and society as a whole. There is still much to be done, 

and I look forward to doing it with our world-class team, who are truly advancing 

industrial sustainability across the globe.

Kelley Vendeland 
Vice President of Marketing and ESG at Energy Recovery

https://energyrecovery.com/
https://www.nasdaq.com/market-activity/stocks/erii
https://www.greatplacetowork.com/certified-company/7013038#:~:text=Company%20Culture%20at%20Energy%20Recovery%20Inc&text=80%25%20of%20employees%20at%20Energy,a%20typical%20U.S.%2Dbased%20company.&text=Source%3A%20Great%20Place%20to%20Work%C2%AE%202021%20Global%20Employee%20Engagement%20Study
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