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FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K (this “Form 10-K”) of Global Water Resources, Inc. (the “Company”, “GWRI”, “we’, or
“us”) and documents incorporated herein by reference are forward-looking in nature and may constitute “forward-looking information” within the
meaning of applicable securities laws. Often, but not always, forward-looking statements can be identified by the words “believes’, “anticipates’,
“plans’, “expects’, “intends’, “projects’, “estimates’, “objective’, “goa”, “focus’, “am”, “should”, “could”, “may”, and similar expressions.
These forward-looking statements include, but are not limited to, statements about our strategies, expectations about future business plans,
prospective performance, and opportunities, including potential acquisitions; future financial performance; regulatory proceedings and approvals,
including anticipated timing and outcomes; population and growth projections; technologies; revenues, metrics, operating expenses; market
trends, including those in the markets in which we operate; liquidity; cash flows and uses of cash; dividends; amount and timing of capital
expenditures; depreciation and amortization; tax payments; hedging arrangements; our ability to repay indebtedness and invest in initiatives;
impact and resolutions of legal matters; the impact of tax reform; the impact of accounting changes and other pronouncements; and the anticipated
impacts from the COVID-19 pandemic on the Company, including to our business operations, results of operations, cash flows, and financial
position, and our future responses to the COVID-19 pandemic. Forward-looking statements should not be read as guarantees of future performance
or results, and will not necessarily be accurate indications of whether or not, or the times at or by which, such performance or results will be



achieved. Investors are cautioned not to place undue reliance on forward-looking information. A number of factors could cause actual results to
differ materially from the results discussed in the forward-looking statements, including, but not limited to, the factors discussed under “Risk
Factors” in Part |, Item 1A of this Form 10-K and in future reports that we file from time to time with the Securities and Exchange Commission
(“SEC"). Although the forward-looking statements are based upon what management believes to be reasonable assumptions, investors cannot be
assured that actual results will be consistent with these forward-looking statements, and the differences may be material. Further, any forward-
looking statement speaks only as of the date of this Form 10-K. Except as required by law, we undertake no obligation to publicly release the results
of any revision to these forward-looking statements that may be made to reflect events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events.

RISK FACTORS SUMMARY

We are subject to avariety of risks and uncertainties, including risksrelated to legal, regulatory, and legislative matters; risks related to our
business and operations; risks related to market and financial matters; risk related to technology; risks related to the ownership of our common
stock; and certain general risks, which could have amaterial adverse effect on our business, financial condition, results of operations and cash
flows. Theserisksinclude, but are not limited to, the following principal risks:

* new or stricter regulatory standards or other governmental actions could increase our regulatory compliance and operating costs;

* wearesubject to regulation by the Arizona Corporation Commission and our financial condition depends upon our ability to recover costs
in atimely manner from customers through regulated rates;

e our ability to expand into new service areas and to expand current water and wastewater service depends on approval from regulatory
agencies;

¢ changesto environmental and other regulation may require usto alter our existing treatment facilities or build additional facilities;

e our water and wastewater systems are subject to condemnation by governmental authorities;

* inadequate water and wastewater supplies could have a material adverse effect upon our ability to achieve the customer growth necessary
to increase our revenues;

* thereisno guaranteed source of water;

* thenovel coronavirus global pandemic could adversely affect our business operations, cash flows and financial position to an extent that
isdifficult to predict;

* wemay have difficulty accomplishing our growth strategy within and outside of our current service areas;
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* serviceinterruptions, including due to any disruption or problem at our facilities could increase our expenses,

e any failure of our network of water and wastewater pipes and water reservoirs could result in losses and damages;

e contamination of the water supplied by us may result in disruption in our services, loss of credibility, lower demand for our services, and
potential liability;

*  our operations of regulated utilities are currently located exclusively in the state of Arizonaand concentrated heavily within asingle
municipality;

e our utilitiesbusinessis subject to seasonal fluctuations and other weather-related conditions;

e our growth depends significantly on increased residential and commercial development in our service areas; and

¢ theconcentration of our stock ownership with our officers, directors, certain stockholders and their affiliates will limit our stockholders
ability to influence corporate matters.

For amore compl ete discussion of the material risk factors applicableto us, see “Risk Factors’ in Part I, Item 1A of this Form 10-K.
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PART |
ITEM 1. BUSINESS
Overview

We are a water resource management company that owns, operates, and manages water, wastewater, and recycled water utilities in strategically
located communities, principally in metropolitan Phoenix, Arizona. GWRI seeks to deploy an integrated approach, which the Company refersto as



“Total Water Management”. Total Water Management is a comprehensive approach to water utility management that reduces demand on scarce
non-renewable water sources and costly renewable water supplies, in a manner that ensures sustainability and greatly benefits communities both
environmentally and economically. This approach employs a series of principles and practices that can be tailored to each community:

* Reuseof recycled water, either directly or to non-potable uses, through aquifer recharge, or direct potable reuse;

* Regional planning;
*  Useof advanced technology and data;
*  Employing subject matter experts and remaining thought and application leaders;

* Leading outreach and educational initiatives to ensure all stakeholdersincluding customers, development partners, regulators, and utility
staff are knowledgeable on the principles and practices of our Total Water Management approach; and

+  Establishing partnerships with communities, developers, and industry stakeholdersto gain support of our Total Water Management
principles and practices.

We currently own sixteen water and wastewater utilitiesin strategically targeted communities in metropolitan Phoenix. We currently serve more than
66,000 people in approximately 24,000 homes within our 366 sguare miles of certificated service areas, which are serviced by seven wholly-owned
regul ated operating subsidiaries as of December 31, 2020. Approximately 92.8% of our active service connections are customers of our Global Water
- Santa Cruz Water Company, Inc. (“ Santa Cruz”) and Global Water - Palo Verde Utilities Company, Inc. (“Palo Verde’) utilities, which are located
within a single service area. We have grown significantly since our formation in 2003, with total revenues increasing from $4.9 million in 2004 to
$38.6 million in 2020, and total service connections increasing from 8,113 as of December 31, 2004 to 49,158 as of December 31, 2020, with regionally
planned areas large enough to serve approximately two million service connections.

Our CorporateHistory

Global Water Resources, LLC (“GWR”) was organized in 2003 to acquire, own, and manage a portfolio of water and wastewater utilities in the
southwestern region of the United States (“U.S.”). Global Water Management, LLC (“GWM”) was formed as an affiliated company to provide
business development, management, construction project management, operations, and administrative services to GWR and all of its regulated
subsidiaries.

In early 2010, the members of GWR made the decision to raise money through the capital markets, and GWR and GWM were reorganized to form
Global Water Resources, Inc., a Delaware corporation. The members established a new entity, GWR Global Water Resources Corp. (“GWRC"),
which was incorporated under the Business Corporations Act (British Columbia) on March 23, 2010 to acquire shares of our common stock and to
actively participate in our management, business, and operations through its representation on our board of directors and its shared management.
On December 30, 2010, GWRC completed itsinitial public offering in Canada and its common shares were listed on the Toronto Stock Exchange. On
June 5, 2013, the Company sold GWM.

On May 3, 2016, GWRC merged with and into the Company (the “Reorganization Transaction”). At the effective time of the merger, holders of
GWRC's common shares received one share of the Company’s common stock for each outstanding common share of GWRC. As aresult of the
merger, GWRC ceased to exist as a British Columbia corporation and the Company, governed by the corporate laws of the State of Delaware, was
the surviving entity. The Reorganization Transaction was conditional upon the concurrent completion of an initial public offering of shares of
common stock of the Company in the U.S. (the “U.S. IPO”), which was completed on May 3, 2016.
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“Emerging Growth Company” Reporting Requirements

The Company qualifies as an "emerging growth company" as defined in the Jumpstart Our Business Startups Act (the "JOBS Act"). For aslong as
the Company is deemed to be an emerging growth company, the Company may take advantage of certain exemptions from various regulatory
reporting requirements that are applicable to other public companies. Among other things, the Company is not required to (i) provide an auditor's
attestation report on the effectiveness of our system of internal control over financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act
of 2002 (the “Sarbanes-Oxley Act”); (ii) comply with any new rules that may be adopted by the Public Company Accounting Oversight Board
("PCAOB") requiring mandatory audit firm rotation or a supplement to the auditor's report in which the auditor would be required to provide
additional information about the audit and the financial statements of the issuer; (iii) comply with any new audit rules adopted by the PCAOB after
April 5, 2012 unless the SEC determines otherwise; (iv) comply with any new or revised financial accounting standards applicable to public
companies until such standards are also applicable to private companies under Section 102(b)(1) of the JOBS Act; (v) provide certain disclosure
regarding executive compensation required of larger public companies; or (vi) hold a nonbinding advisory vote on executive compensation and
obtain stockholder approval of any golden parachute payments not previously approved.

As an emerging growth company, the Company has elected to take advantage of the extended transition period for complying with new or revised
accounting standards until such standards are also applicable to private companies. As aresult of this election, our financial statements may not be



comparable with any other public company that is not an emerging growth company (or an emerging growth company that has opted out of using
the extended transition provision).

The Company will remain an emerging growth company until the earliest of (i) the last day of the first fiscal year in which our total annual gross
revenues exceed $1.07 billion; (ii) the date on which the Company is deemed to be a "large accelerated filer," as defined in Rule 12b-2 under the
Securities Exchange Act of 1934, as amended (the “ Exchange Act”), or any successor statute, which would occur if the market value of our common
stock that is held by non-affiliates exceeds $700 million as of the last business day of our most recently completed second fiscal quarter; (iii) the
date on which the Company issues more than $1 billion in non-convertible debt during the preceding three-year period; or (iv) the end of the 2021
fiscal year.

Because the worldwide market value of our common stock held by non-affiliates, or public float, is below $250 million, we are also a “smaller
reporting company” as defined under the Exchange Act. Some of the foregoing reduced disclosure and other requirements are also available to us
because we are a smaller reporting company and may continue to be available to us even after we are no longer an emerging growth company under
the JOBS Act but remain a smaller reporting company under the Exchange Act. For example as a smaller reporting company, we are not required to
have an auditor report on our internal control over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act.

U.S. Water Industry Overview

U.S. Water Industry Areas of Business
The U.S. water industry has two main areas of business:

¢ Utility Services to Customers. This business includes municipal water and wastewater utilities, which are owned and operated by local
governments or governmental subdivisions, and investor-owned water and wastewater utilities. Investor-owned water and wastewater
utilities are generally economically regulated, including with respect to rate regulation, by public utility commissions in the states in
which they operate. The utility segment is characterized by high barriersto entry, including high capital spending requirements.

*  General Water Products and Services. This business includes manufacturing, engineering and consulting companies, and numerous
other fee-for-service businesses. The activities of these businesses include the building, financing, and operating of water and
wastewater utilities, utility repair services, contract operations, laboratory services, manufacturing and distribution of infrastructure and
technology components, and other specialized services. At present, the Company does not perform any unregulated services.
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Key Characteristics of the U.S. Water I ndustry
Inthe U.S,, the water industry is characterized by:

+ Significant Constraints on the Availability of Fresh Water. In Arizona, the Arizona Department of Water Resources estimates that
annual water usage is 7 million acre-feet per year. Arizona has the right to use 2.8 million acre-feet from the Colorado River and
approximately half of that can be delivered through the Central Arizona Project, a 336 mile diversion canal from the Colorado River to
central Arizona. The Colorado River is presently over-allocated, which means that more surface water right allocations have been issued
than the actual average annual flow, with allocations being determined based on data from a period during which flows were
significantly higher than in recent years. The Central Arizona Project isthe only means of transporting Colorado River water into central
Arizona. Approximately 42% of the water used in Arizona comes from groundwater. Water in the western U.S. is being pumped from
groundwater sources faster than it is replenished naturally, a condition known as overdraft. In areas of water scarcity, such as the arid
western U.S., water recycling represents a relatively simple, inexpensive, and energy-efficient means of augmenting water supply as
compared to transporting surface water, groundwater, or desalinated water from other locations. Approximately 70% of the water
provided by municipalitiesis currently used for non-potable applications where recycled water could potentially be utilized.

* Lack of Technology Utilization to Increase Operating Efficiencies and Decrease Operating Costs. The U.S. water industry has
traditionally not taken advantage of advancesin technology available to enhance revenue, increase operating efficiencies, and decrease
operating costs (including labor and energy costs). Areas of opportunity include automated meter reading, systems management, and
administrative functions, such as customer billing and remittance systems. Key drivers for the lack of investment in technology in water
and wastewater utilities have been the historical lack of incentives offered or standards imposed by regulators to achieve efficiencies
and lower costs and the ownership of the U.S. water utility sector, which largely consists of small, undercapitalized, municipally-owned
utilities that lack the financial and technical resources to pursue technology opportunities.

* Highly Fragmented Ownership. The utility segment of the U.S. water industry is highly fragmented, with approximately 50,000 water
utilities and approximately 16,000 community wastewater utilities, according to the U.S. Environmental Protection Agency ("EPA"). The
majority of the approximately 50,000 water utilities are small, serving a population of 500 or less, and 86% of the water utilities serve only
10% of the popul ation.

* Large Public Sector Ownership. Municipally-owned utilities provide water and wastewater services for the vast magjority of the U.S.



population. For homes connected to a community water system, approximately 80% are provided service by municipally-owned utilities.
For homes connected to acommunity wastewater system, about 75% are provided service by municipally-owned utilities.

« Aging Infrastructure in Need of Significant Capital Expenditures. Water infrastructure in the U.S. is aging and requires significant
investment and stringent focus on cost control to upgrade or replace aging facilities and to provide service to growing populations.
Throughout the U.S,, utilities are required to make expenditures on the rehabilitation of existing utilities and on the installation of new
infrastructure to accommodate growth and make improvements to water quality and wastewater discharges mandated by stricter water
quality standards. Water quality standards, first introduced with the Clean Water Act in 1972 and the Safe Drinking Water Act in 1974,
are becoming increasingly stringent and numerous. For water, the American Water Works Association estimates investment needs for
buried drinking water infrastructure will total more than $1 trillion over the next 25 years. The American Society of Civil Engineers
estimates capital investment needs to update and grow the nation’s wastewater systems may be as much as $271 billion over the next
twenty years.

Private Sector Opportunities

Municipal water utilities typically fund their capital expenditure needs through user-based water and wastewater rates, municipal taxes, or the
issuance of bonds. However, raising large amounts of funds required for capital investment is often challenging for municipal water utilities, which
affects their ability to fund capital spending. Many smaller utilities also do not have the in-house technical and engineering resources to manage
significant infrastructure or technology-related investments. In order to meet their capital spending challenges and take advantage of technology-
related operating efficiencies, many municipalities are examining a combination of outsourcing and partnerships with the private sector or outright
privatizations.

* Outsourcing involves municipally-owned utilities contracting with private sector service providers to provide services, such as meter
reading, billing, maintenance, or asset management services.
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*  Public-private partnerships among government, operating companies, and private investors include arrangements, such as design, build,
operate contracts; build, own, operate, and transfer contracts; and own, leaseback, and operate contracts.

*  Privatization involves atransfer of responsibility for, and ownership of, the utility from the municipality to private investors.
We believe investor-owned utilities that have greater access to capital are generally more capable of making mandated and other necessary
infrastructure upgrades to both water and wastewater utilities, addressing increasingly stringent environmental and human health standards, and
navigating a wide variety of regulatory processes. In addition, investor-owned utilities that achieve larger scales are able to spread overhead
expenses over alarger customer base, thereby reducing the costs to serve each customer. Since many administrative and support activities can be

efficiently centralized to gain economies of scale and sharing of best practices, companies that participate in industry consolidation have the
potential to improve operating efficiencies, lower costs, and improve service at the sametime.

Our Strategy

We are a water resource management company that provides water, wastewater, and recycled water utility services. We believe we are aleader in
Total Water Management practices, such as water scarcity management and advanced water recycling applications. Our long-term goal is to
become one of the largest investor-owned operators of integrated water and wastewater utilities in areas of the arid western U.S. where water
scarcity management is necessary for long-term economic sustainability and growth.

Our growth strategy involves the elements listed below:
* acquiring or forming utilities in the path of prospective population growth;
+ expanding our service areas geographically and organically growing our customer base within those areas; and
* deploying our Total Water Management approach into these utilities and service areas.

We believe this plan can be executed in our current service areas and in other geographic areas where water scarcity management is necessary to
support long-term growth and in which regulatory authorities recognize the need for water conservation through water recycling.

Total Water Management is a demand-side-management framework (in that it is a solution intended to drive down demand for water supplies versus
develop new water supplies) that alleviates the pressures of water scarcity in communities where growth is reasonably expected to outpace potable
water supply. Built on an all-encompassing view of the water cycle, Total Water Management promotes sustainable community development
through reduced potable water consumption while monetizing the value of water through each stage of delivery, collection, and reuse.

Our business model applies Total Water Management in high growth communities. Components of our Total Water Management approach include:

* Regional planning to reduce overall design and implementation costs, |everaging the benefits of replicable designs, gaining the benefits



of economies of scale, and enhancing the Company’s position as a primary water and wastewater service provider in the region.

o

For example, the Company has secured three separate area-wide Clean Water Act Section 208 Regional Water Quality
Management Plansin its major planning areas, covering more than 500 square miles of land. To obtain these plans, a provider
must develop, amongst other things, a regional wastewater solution, including plans for engineering, infrastructure location
and size, and goals for the management of treated reclaimed water, which the Company successfully demonstrated in
obtaining its plans.

«  Stretching a limited resource by maximizing the use of recycled water, using renewable surface water where available and recharging
aquiferswith any available excess water.

o
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For example, the Company’s water recycling model has been fully implemented in the City of Maricopa. The Company is the
water, wastewater, and recycled water provider for the City of Maricopa, which currently has a population of approximately
54,000. A community of this size produces an approximate annual average of 3.1 million gallons of wastewater per day.
Because the Company requires devel opers

to take back and utilize recycled water within their communities and invest in “purple pipe” recycled water infrastructure
during theinitial development of subdivisions, the Company isnow able to distribute almost al of the 3.1 million gallons back
to the community for beneficial purposes. Approximately 73% of the recycled water goes towards common area non-potable
irrigation and for use at alocal farm, which allows for the recycled water to naturally recharge into the aquifer. This reduces
the total amount of limited ground or surface water that would otherwise be required within the community by over 30%. To
date, the Company has reused 9.2 billion gallons of recycled water in the City of Maricopa.

* Integrating and standardizing water, wastewater, and recycled water infrastructure delivery systems using a separate distribution system
of purple pipes to conserve water resources, reduce energy, treatment, and consumabl e costs (e.g., chemicals, filter media, other general
materials, and supplies), provide operational efficiencies, and align the otherwise disparate objectives of water sales and conservation.

o

In addition to the previous example, which related to the requirements for recycled water usage, the separate distribution
system of purple pipes, and water conservation achievements, the Company believes that its model results in additional
benefits from an economic perspective due to lower use of power and consumables. For every gallon of recycled water that is
directly reused while aready on land surface, the need to pump additional scarce groundwater and surface water is
eliminated. Such additional groundwater and surface water would otherwise need to be treated and distributed in accordance
with the Safe Drinking Water Act, which is costly and requires alot of energy.

* Gaining market and regulatory acceptance of broad utilization of recycled water through agreements with developers, strategic
relationships with governments, academic research, and publication as industry experts, coupled with public education and community
outreach campaigns.

o

For example, the Company has public-private partnerships formally adopted through memorandums of understanding with
the City of Maricopa, the City of Casa Grande, and the City of Coolidge. Each memorandum of understanding reflects the
Company’sintent to deploy Total Water Management. The Company also has 154 infrastructure coordination and financing
agreements with landowners or developer entities that include requirements for usage of recycled water and other attributes
that support the Company’s Total Water Management model. As discussed above, the Company’s integrated provider
model, which is focused on the maximum use of recycled water, underpins its Clean Water Act Section 208 Regional Water
Quality Management Plans and Designations of Assured Water Supply. In addition, the Company has won numerous
awards for education, outreach, and conservation in the water industry. Further, the Company’s experts have published
academic papers regarding Total Water Management, as well as provided insight to industry publications.

* Incorporating automated processes, such as supervisory control and data acquisition, automated meter reading, and back-office
technologies and “green” billing, which reduce operating costs and manpower requirements, improve system availability and reliability,
and improve customer interface.

o

Supervisory Control and Data Acquisition. The Company employs supervisory control and data acquisition in all of its
utility systems, which provides continuous monitoring, instantaneous alarming, and historical trending on all key operating
assets, including instrumentation and dynamic components (e.g., pumps, motor controlled valves, treatment systems, etc.).
This datais reported back to the appropriate operations personnel through a standard industry software known as Ignition.
The benefits of this system include the significantly enhanced ability to: achieve compliance and safety mandates; reduce
service outages; troubleshoot systems; provide for remote operations; and allow for proactive maintenance and lower costs
related to efficient real-time operations



o Automated Meter Reading. The Company implements automated meter reading with over 99% of all meters being read by
such technology. This technology reads each meter numerous times per day (often hourly) and continuously transmits the
meter readings back to a centralized data base through a communications tower and cellular transmission units. The datais
then presented to the utility, and is made available to customers, through a simple user interface. Reading meters at this
frequency provides many benefits to both the utility and the customer. With this data, utilities can better model demand
usage, identify system water loss, identify leaks on the customer side of the meter, monitor for abnormal usage, and present
interval, hourly, daily, weekly, or monthly usage back to the customers.
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o Back-Office Technologies and Paperless Billing. The Company employs a series of technologies that allow for the complete
automation of the billing and remittance process. The Company also provides its customers with over seven ways to pay,
with the majority of options being integrated with the Company’s back-office technologies. In combination with automated
meter reading, this suite of technology has minimized the use of human labor and reduced the potential for human error for
the entire billing and remittance process, while providing better customer service.

We believe our Total Water Management-based business model provides us with a significant competitive advantage in high growth, water scarce
regions. Based on our experience and discussions with developers, we believe developers prefer our approach because it provides a bundled
solution to infrastructure provision and improves housing density in areas of scarce water resources. Developers are also focusing on increased
consumer and regulatory demands for environmentaly friendly or “green” housing aternatives. Communities prefer the approach because it
provides a partnering platform which promotes economic development, reduces their traditional dependence on bond financing and ensures long
term water sustainability.

Our competitive advantage facilitates the execution of our growth strategy. Our proven conservation methods lead to successful permitting for
more connectionsin expanded and new service areas.

Our Regulated Utilities

We own and operate regulated water, wastewater, and recycled water utilities in communities principally located in metropolitan Phoenix. Our
utilities are regulated by the Arizona Corporation Commission (the “ACC”), as described further under “—Regulation—Arizona Regulatory
Agencies’ below. As of December 31, 2020, our utilities collectively had 48,899 active service connections offering predictable rate-regulated cash
flows. Revenues from our regulated utilities accounted for approximately 99.6% of total revenues in 2020. Our utilities currently possess the high-
level regional permits that allow us to implement our business model; thus, we believe we are well-positioned for organic growth in our current
service areas that are generally located in Arizona' s popul ation growth corridors: Maricopa/Casa Grande, West Valley, and Sun Corridor Region.

A key component of our water utility business is the use of recycled water. Recycled water is highly treated and purified wastewater that is
distributed through a separate distribution system of purple pipes for avariety of beneficial, non-potable uses. Recycled water can be delivered for
all common area irrigation needs, as well as delivered direct to homes where it can be used for outdoor residential irrigation. Total Water
Management model, an integrated approach to the use of potable and non-potable water to manage the entire water cycle, both conserves water
and maximizes its total economic value. The application of the Total Water Management model has proven to be effective as a means of water
scarcity management that promotes sustainable communities and helps achieve greater dwelling unit density in areas where the availability of
sustainable water can be a key constraint on development. Our implementation of the Total Water Management philosophy in Arizona has led to
the development of relationships with key regulatory bodies.
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A summary description of our utilities at December 31, 2020 is set forth in the following table and described in more detail below:

Date of
Acquisition Square Average
(A) or Miles of Monthly Rate
Formation Service Active Service  Per Service
Company (F) Service Provided Area (1) Connections Connection
MARICOPA / CASA GRANDE REGION
Global Water-Santa Cruz Water Company, Inc. 2004 (A)  Water 75 22821 $ 58
Global Water-Palo Verde Utilities Company, Inc. 2004 (A)  Wastewater and 104 22,568 72
Recycled Water
Global Water - Turner Ranches Irrigation, Inc. 2018 (A)  Water 7 963 77

WEST VALLEY REGION



Global Water - Greater Tonopah Water Company, Inc. 2006 (A) Water 105 379 101

Global Water - Northern Scottsdale Water Company, Inc. 2006 (A)  Water 1 9 235
Global Water - Eagletail Water Company, Inc. 2017 (A)  Water 8 64 7
Global Water - Balterra Utilities Company, Inc. 2008 (A)  Wastewater and 2 — —
Recycled Water
Global Water - Hassayampa Utilities Company, Inc. 2005(F)  Wastewater and 41 — —
Recycled Water
SUN CORRIDOR REGION
Global Water - Picacho Cove Water Company, Inc. 2006 (F)  Water 6 — —
Global Water - Picacho Cove Utilities Company, Inc. 2006 (F)  Woastewater and 6 — —
Recycled Water
Global Water - Red Rock Utilities Company, Inc. 2018 (A)  Water, 9 1,779 70
Wastewater and
Recycled Water
Global Water - Francesca Water Company, Inc. 2020 (A) Water — 121 53
Global Water - Mirabell Water Company, Inc. 2020 (A)  Water 04 52 91
Global Water - Lyn Lee Water Company, Inc. 2020 (A)  Water 2 37 43
Globa Water - Tortolita Water Company, Inc. 2020 (A) Water — 21 58
Total 366 48,899

(1) Certified areas may overlap in whole or in part for separate utilities.
Maricopa/Casa Grande Region

The City of Maricopais|ocated approximately 12 miles south of Phoenix. The relative proximity to a significant urban center, coupled with relatively
abundant and inexpensive land, were the key drivers of the real estate boom experienced by this community. In 2005, the City of Maricopawas one
of the fastest growing cities in the nation. While growth has slowed nationally since 2007, the City of Maricopa continues to grow, as demonstrated
by our addition of 14,772 active service connections (representing approximately 7,300 homes) from December 2009 to December 2020. Devel opment
in the area is considered to be affordable and represents one of the few areas within the U.S. where a new home can be purchased from the mid
$200,000s.

We operate in this region through Santa Cruz, Palo Verde, and Global Water - Turner Ranches Irrigation, Inc. ("Turner").

We acquired Santa Cruz and Palo Verde in 2004. Santa Cruz serves 22,821 active service connections as of December 31, 2020 and revenues from
Santa Cruz represented approximately 41.4% and 40.1% of our total revenue for the years ended December 31, 2020 and 2019, respectively. Palo
Verde serves 22,568 active service connections as of December 31, 2020 and revenues from Palo Verde represented approximately 50.6% and 51.9%
of our total revenue for the years ended December 31, 2020 and 2019, respectively.
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The Santa Cruz and Palo Verde service areas include approximately 179 square miles, which we believe provide further opportunities for growth
once development returns to these areas and water and wastewater utility services are required. Most of the Santa Cruz and Palo Verde
infrastructureis less than seventeen years old. Santa Cruz and Palo Verde provide water and wastewater services, respectively, under an innovative
public-private partnership memorandum of understanding with the City of Maricopa in Pinal County for approximately 278 square miles of its
planning area. We signed a similar memorandum of understanding with the City of Casa Grande to partner in providing water, wastewater, and
recycled water services to an approximate 100 square miles of its western region for anticipated growth.

We acquired CP Water Company (“CP Water”) in 2006. CP Water provided water service within parts of Pinal County. CP Water received a
Certificate of Convenience and Necessity (“CC&N") for approximately two square miles of service areain 1984. We acquired this small utility as part
of our consolidation strategy to enable the deployment of new integrated infrastructure as development occurs in the corridor between the cities of
Maricopa and Casa Grande. CP Water’s service area, customers, and assets have been transferred to Santa Cruz.

We acquired Turner in May 2018. Turner is a non-potable irrigation water utility located in Mesa, Arizona, with approximately seven square miles of
service area. Turner serves 963 residential irrigation customers as of December 31, 2020.

Rate proceedings were completed in 2010 for both Santa Cruz and Palo Verde. In July 2012, these two utilities filed applications with the ACC for
increased rates using 2011 as the test year on which the ACC will use to evaluate the utilities rates. The rate proceedings were completed in
February 2014. On August 28, 2020, Santa Cruz, Palo Verde and Turner Ranches each filed a rate case application with the ACC. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Rate Case Activity”, included in Part I1, Item 7 of this



Form 10-K, for additional information.
West Valley Region

We operate in this region through Global Water - Greater Tonopah Water Company, Inc. (“Greater Tonopah”), Global Water - Northern Scottsdale
Water Company, Inc. (“Northern Scottsdale”), Global Water - Balterra Utilities Company, Inc. (“Balterra’), Global Water - Hassayampa Utilities
Company, Inc. (“Hassayampa’), and Global Water - Eagletail Water Company, Inc. ("Eagletail"), and formerly through Valencia Water Company,
Inc. (“Valencia’), Water Utility of Greater Buckeye (“ Greater Buckeye”) and Willow Water Valley Co., Inc. (“Willow Valley”).

We acquired Greater Tonopah in 2006. Greater Tonopah serves 379 active service connections as of December 31, 2020. Greater Tonopah has a
CC&N for 105 square miles of service area and provides water services to Maricopa County west of the Hassayampa River. The acquisition of
Greater Tonopah allowed us to enter into agreements with developers to serve a total of roughly 100,000 home sites plus commercial, schools,
parks, and industrial developments.

In November 2017, the Bill and Melinda Gates Investment Group, through an investment vehicle, acquired 20,000 acres in the Belmont development,
located in the West Valley Region. Belmont is a mixed use, master planned community and is included within the service area of Greater Tonopah
and Hassayampa.

We acquired Northern Scottsdale in 2006. Northern Scottsdale serves 94 active service connections as of December 31, 2020. Northern Scottsdale
hasa CC&N for one square mile and provides water servicesto two small subdivisionsin Northern Scottsdale.

We acquired Balterrain 2006. Balterrais a wastewater utility and hasa CC& N for two square milesin an areain western Maricopa County known as
Tonopah. Balterra currently has no active service connections; however, its service arealies directly in the expected path of future growth in the far
west valley of metropolitan Phoenix, which we believe should provide opportunities for growth once development commencesin this area.

We formed Hassayampa in 2005. Hassayampa is a wastewater utility and has a CC&N for 41 square miles in an area that is contiguous to Balterra.
Hassayampa currently has no active service connections; however, like Balterra, its service area lies directly in the path of future growth in the far
west valley of metropolitan Phoenix, which we believe should provide opportunities for growth once development commencesin this area.

In October 2012, we and our subsidiary, 303 Utilities Company, and the City of Glendale entered into an agreement for future wastewater and
recycled water services, advancing our public-private-partnership originally approved by the city council in March 2010. The agreement named 303
Utilities Company as the future wastewater and recycled water provider for a 7,000-acre territory within a portion of Glendal€e's western planning
area known as the Loop 303 Corridor. The 303 Utilities Company also signed certain wastewater facilities main extension agreements with numerous
developers/landowners in the service area to fund the initial design and construction of a wastewater and recycled water utility. In addition, we
signed separate offsite water

- 12_
Table of Contents

management agreements with these same devel opers/landowners to provide the coordination, permitting, and engineering work for the related water
utility service element of the project. In September 2013, we entered into an agreement to sell the Loop 303 Contracts to a third-party. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Corporate Transactions—Sae of Loop 303
Contracts’, included in Part 11, Item 7 of this Form 10-K, for additional information.

We formerly operated additional utilities in the West Valley Region through Vaencia, Greater Buckeye, and Willow Valley. Vaencia was
consolidated with Greater Buckeye in 2008, and on July 14, 2015, we closed the stipulated condemnation to transfer the operations and assets of
Vaencia to the City of Buckeye. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Corporate
Transactions—Stipulated Condemnation of the Operations and Assets of Valencia’, included in Part 11, Item 7 of this Form 10-K, for additional
information.

In addition, on May 9, 2016, we closed the sale of Willow Valley to EPCOR Water Arizonalnc. (“EPCOR”).

On May 15, 2017, we acquired Eagletail via merger. Eagletail serves 64 active connections as of December 31, 2020. Eagletail has a CC&N for eight
sguare miles located west of metropolitan Phoenix.

Rate proceedings were completed in 2010 for Greater Tonopah. Northern Scottsdale completed a rate proceeding in 2008. In July 2012, these five
utilities in the West Valley Region filed applications with the ACC for increased rates using 2011 as the test year on which the ACC evaluates the
utilities' rates. The rate proceedings were completed in February 2014. On August 28, 2020, Greater Tonopah, Northern Scottsdale, Balterra,
Hassayampa, and Eagletail each filed a rate case application with the ACC. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Rate Case Activity”, included in Part |1, Item 7 of this Form 10-K, for additional information.

Sun Corridor Region

The Sun Corridor Region is approximately equidistant between Phoenix and Tucson, along the I-10 Corridor.



We operate in this region through Global Water-Picacho Cove Water Company, Global Water-Picacho Cove Utilities Company (collectively,
“Picacho Cove”), Red Rock, Mirabell, Francesca, Tortolita, and Lyn Lee. We formed Picacho Cove in 2006 to provide water and wastewater services
in the City of Eloy and currently have CC&Ns for approximately six congruent square miles. These utilities currently have no active service
connections and no facilities.

We acquired Red Rock in October 2018. Red Rock consists of a water and a wastewater utility with service areas in the Pima and Pina counties of
Arizona, with approximately nine square miles of service area. Red Rock serves 897 active water connections and 882 active sewer connections as of
December 31, 2020.

On August 28, 2020, Picacho Cove and Red Rock each filed a rate case application with the ACC. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Rate Case Activity”, included in Part 11, Item 7 of this Form 10-K, for additional information.

We acquired Mirabell in October 2020. Mirabell serves 52 active water connections as of December 31, 2020. Mirabell has a CC&N for 0.4 square
mileslocated in the southwest area of Tucson, Arizona.

We acquired Francesa, Tortolita and Lyn Lee in November 2020. All three utilities are located in the southwest area of Tucson, Arizona. As of
December 31, 2020, Francesca, Tortolita, and Lyn Lee serve 121, 21, and 37 active water connections, respectively.

Operations

We treat water to potable standards and also treat, clean, and recycle wastewater for a variety of non-potable uses. A description of these
operations follows.

Sources of Water Supply

Our water supplies are primarily derived from groundwater; however, we currently augment these supplies with recycled water and intend to
augment them with surface water and increased use of recycled water in the future.

+ Potable Water. Our utilities presently employ groundwater systems for potable water production. Water is brought to the surface from
underground aquifers (water levels vary from approximately 60 to 500 feet below land surface depending on the area), disinfected and
stored in tanks for distribution to customers. In some instances, individual
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raw water supplies do not meet the legislative requirements for certain constituents. I n those cases, we use well-head, centralized, point-
of-use, or blending treatment systemsto ensure water quality meets potable standards.

* Recycled Water. Recycled water is created by taking wastewater and applying advanced tertiary treatment (i.e., screening, biological
reduction, and filtration and disinfection processes) to create a high quality, non-potable water source. Each step is monitored and
controlled in order that the stringent requirements for recycled water are continuously met. Recycled water generated by us meets
Arizona's Aquifer Water Quality Standards before it leaves the treatment facility and is recognized as Class A+, the highest quality of
recycled water regulated by the Arizona Department of Environmental Quality ("ADEQ"). Recycled water can be used for irrigation,
facilities cooling, and industrial applications and in aresidential setting for toilet flushing and lawn watering.

See “Risk Factors—Business and Operational Factors—Thereisno guaranteed source of water,” included in Part |, Item 1A of this Form 10-K, for
additional information.

Technology

We use sophisticated technology as a principal means of improving our margins. We focus on technological innovations that allow us to deliver
high-quality water and customer service with minimal potential for human error, delays, and inefficiencies. The comprehensive technology platform
that we use includes supervisory control and data acquisition, automated meter reading, and geographical information system technologies, which
we use to map and monitor our physical assets and water resources on an automated, real-time basis with fewer people than the standard water
utility model requires. Our systems allow us to detect and resolve potential problems promptly, accurately, and efficiently before they become more
serious, which both improves customer service and optimizes and extends the efficient performance and life of our assets. The comprehensive
technology platform that we use includes automated meter reading technology, which alows us to read water meters remotely rather than
physically, improves water resources accounting, allows for identification of high water usage and water theft from disconnected meters. We also
use automated voice, internet billing, payment processing, and customer service applications that contribute to additional reduced headcount and a
reduction in associated personnel costs.

Decentralized Treatment Facilities



We design and build standard, decentralized facilities that are scaled to the service areas they serve in order to achieve optimum efficiency in
providing both water and wastewater services. The replication of our standard facility also improves design, construction, and operating efficiency
because we are able to employ similar, proven processes and equipment and technologies at each of our facilities. As a result, our operating
efficiency is improved significantly by reducing equipment costs and employee training costs, and our exposure to operational performance risks
often associated with larger, custom-built plantsis reduced.

Although there has not traditionally been a significant economic incentive or other reward for automation and resource efficiency in our industry,
we believe our use of automation in lieu of labor, together with our emphasis on streamlined operations and conservation, will position us well for
continued profitable growth and allow us to take advantage of future incentives or rewards that may be available to water utilities that are able to
successfully enhance the use of renewable resources.

Regulation

Our water and wastewater utility operations are subject to extensive regulation by U.S. federal, state, and local regulatory agencies that enforce
environmental, health, and safety requirements, which affect all of our regulated subsidiaries. These requirements include the Safe Drinking Water
Act, the Clean Water Act, and the regulations issued under these laws by the EPA. We are also subject to state environmental laws and
regulations, such as Arizona's Aquifer Protection Program and other environmental laws and regulations enforced by the ADEQ, and extensive
regulation by the ACC, which regulates public utilities. The ACC aso has broad administrative power and authority to set rates and charges,
determine service areas and conditions of service, and authorize the issuance of securities as well as authority to establish uniform systems of
accounts and approve the terms of contracts with both affiliates and customers.

We are also subject to various federal, state, and local laws and regulations governing the storage of hazardous materials, the management and
disposal of hazardous and solid wastes, discharges to air and water, the cleanup of contaminated sites, dam safety, fire protection services in the
areas we serve, and other matters relating to the protection of the environment, health, and safety.
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We maintain a comprehensive environmental program which addresses, among other things, responsible business practices and compliance with
environmental laws and regulations, including the use and conservation of natural resources. Water samples across our water system are analyzed
on aregular basisin material compliance with regulatory requirements. We conducted more than 13,688 water quality testsin 2020 at subcontracted
laboratory facilities in addition to providing continuous online instrumentations for monitoring parameters such as turbidity and disinfectant
residuals and allowing for adjustments to chemical treatment based on changes in incoming water quality. For 2020, we achieved a compliance rate
of 99.95% for meeting state and federal drinking water standards and 99.5% for compliance with wastewater requirements, for an overall compliance
rating of 99.7%. Compliance with governmental regulations is of utmost importance to us, and considerable time and resources are spent ensuring
compliance with all applicable federal, state, and local |aws and regulations.

In addition to regulation by governmental entities, our operations may also be affected by civic or consumer advocacy groups. These organizations
provide a voice for customers at local and national levels to communicate their service priorities and concerns. Although these organizations may
lack regulatory or enforcement authority, they may be influential in achieving service quality and rate improvements for customers.

Safe Drinking Water Act

The federal Safe Drinking Water Act and regulations promulgated thereunder establish minimum national quality standards for drinking water. The
EPA has issued rules governing the levels of numerous naturally occurring and man-made chemical and microbial contaminants and radionuclides
allowable in drinking water and continues to propose new rules. These rules also prescribe testing requirements for detecting contaminants, the
treatment systems that may be used for removing contaminants, and other requirements. Federal and state water quality requirements have become
increasingly more stringent, including increased water testing requirements, to reflect public health concerns. In Arizona, the requirements of the
Safe Drinking Water Act are incorporated by reference into the Arizona Administrative Code.

In order to remove or inactivate microbial organisms, the EPA has promulgated various rules to improve the disinfection and filtration of drinking
water and to reduce consumers’ exposure to disinfectants and by-products of the disinfection process.

Contaminants of emerging concern ("CECs") are chemicals and other substances that have no regulatory standard, but have been discovered in
water or in the environment where they had not previously been detected, or were only present at insignificant levels. We believe CECs may form
the basis for additional regulatory initiatives and requirements in the future. We rely on governmental agencies to establish regulatory standards
regarding CECs and we meet or exceed these standards, when established.

Although it is difficult to project the ultimate costs of complying with the above or other pending or future requirements, we do not expect current
requirements under the Safe Drinking Water Act to have a material impact on our operations or financial condition, although it is possible new
methods of treating drinking water may be required if additional regulations become effective in the future. In addition, capital expenditures and
operating costs to comply with environmental mandates traditionally have been recognized by state public utility commissions as appropriate for
inclusion in establishing rates, although rate recovery may be delayed by “regulatory lag”, that is, the delay between the utility’s test year and the



issuance of arate order approving new rates.

Clean Water Act

The federal Clean Water Act regulates discharges of liquid effluents from drinking water and wastewater treatment facilities into waters of the U.S,,
including lakes, rivers, streams and subsurface, or sanitary sewers. In Arizona, with the exception of Clean Water Act Section 208 Regional Water
Quality Management Plans, capacity management and operations and maintenance requirements, and source control requirements, wastewater
operations are primarily regulated under the Aquifer Protection Permit program and the Arizona Pollutant Discharge Elimination System program
(see below).

The EPA certifies Clean Water Act Section 208 Regional Water Quality Management Plans and Amendments which govern the location of water
reclamation facilities and wastewater treatment plants. The EPA’s 40 C.F.R. Pt. 503 bio-solids requirements are reported to the EPA through the
ADEQ. While we are not presently regulated to meet source control requirements, we maintain source control through various Codes of Practice
that have been accepted by the ACC as enforceable limits on consumer discharges to sanitary sewer systems. We believe we maintain the
necessary permits and approvals for the discharges from our water and wastewater facilities.
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Arizona Regulatory Agencies

In Arizona, the ACC is the regulatory authority with jurisdiction over water and wastewater utilities. The ACC has exclusive authority to approve
rates, mandate accounting treatments, authorize long-term financing programs, evaluate significant capital expenditures and plant additions,
examine and regulate transactions between a regulated subsidiary and its affiliated entities, and approve or disapprove reorganizations, mergers,
and acquisitions prior to their completion. Additionally, the ACC has statutory authority to oversee service quality and consumer complaints, and
approve or disapprove expansion of service areas. The ACC is comprised of five elected members, each serving four year terms. Companies that
wish to provide water or wastewater service apply for a CC&N, which, if granted, allows them to serve customers within a geographic area specified
by alegal description of the property. In considering an application for a CC& N, the ACC will determine if the applicant isfit and proper to provide
service within a specified area, whether the applicant has sufficient technical, managerial, and financial capabilitiesto provide the service, and if that
service is necessary and in the public interest. Once a CC&N is granted, the utility falls under the ACC's jurisdiction and must abide by the rules
and laws under which a public service corporation operates. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Rate Case Activity,” included in Part |1, Item 7 of this Form 10-K, for additional information regarding rate case activity involving the
ACC.

Arizona water and wastewater utilities must also comply with state environmental regulation regarding drinking water and wastewater, including
environmental regulations set by Councils of Government (such as the Central Arizona Governments and the Maricopa Association of
Governments), the ADEQ, and the Arizona Department of Water Resources. The Central Arizona Governments is the designated management
authority for Section 208 of the Clean Water Act for Pinal and Gila Counties and administers the requirements of the Regional Water Quality
Management Plans and Amendments at the local level. The Maricopa Association of Governments is the designated management authority for
Section 208 of the Clean Water Act for Maricopa County and administers the requirements of the Regional Water Quality Management Plans and
Amendments at the local level. The Maricopa County Environmental Services Department has delegated authority for overseeing ADEQ
requirements in Maricopa County. The ADEQ regulates water quality and permits water reclamation facilities, discharges of recycled water, re-use
of recycled water, and recharge of recycled water. The ADEQ also regulates the clean closure requirements of facilities. In Arizona, the ADEQ has
received delegated authority from the EPA for the administration of the Clean Water Act's National Pollution Discharge Elimination System
program. Permits issued by the ADEQ for discharges to waters of the U.S. in Arizona are termed “ Arizona Pollutant Discharge Elimination System,”
or “AzPDES,” permits. The ADEQ also administers the drinking water quality requirements set by the federal Safe Drinking Water Act within
Arizona. Finally, the Arizona Department of Water Resources regulates surface water extraction, groundwater withdrawal, designations and
certificates of assured water supply, extinguishment of irrigation grandfathered water rights, groundwater savings facilities, recharge facilities,
recharge permits, recovery well permits, storage accounts, and well construction, abandonment, or replacement. We must file periodic reports with
the ACC, ADEQ, and Arizona Department of Water Resources.

Within each regulatory organization, we have invested in developing cooperative relationships at all levels, from staff to executives to elected and
appointed officials, and have adopted a proactive attitude toward regulatory compliance.

Assured and Adequate Water Supply Regulations

We intend to seek access to renewable water supplies as we grow our water resource portfolio. However, we currently rely ailmost exclusively (and
arelikely to continue to rely) on the pumping of groundwater and the generation and delivery of recycled water for non-potable uses to meet future
demands in our service areas. Aside from some rights to water through the Central Arizona Project, groundwater (and recycled water derived from
groundwater) isthe only water supply availableto us.

Although we intend to rely on recycled water to help meet water demands in areas, the infrastructure, permits, and customer base necessary to
generate and deliver recycled water are not necessarily in place in most of our service areas. In addition, although recycling can extend a limited



supply, it does not actually generate a new supply of water. As such, although our proposed generation and delivery of recycled water is likely to
help reduce the amount of groundwater that will be required to serve future customers, our ability to serve new customers will remain dependent on
our ability to access groundwater. Groundwater is alimited resource in Arizona, and access to new uses of groundwater is closely regulated in the
areas served by us. See “Risk Factors—Business and Operational Factors—Inadequate water and wastewater supplies could have a material
adverse effect upon our ability to achieve the customer growth necessary to increase our revenues,” included in Part I, Item 1A of this Form 10-K,
for additional information.

Nearly all of our service areas are located in “ Active Management Areas,” areas within which the use of groundwater is regulated by the Arizona
Department of Water Resources in order to manage ongoing problems with groundwater overdraft. The Phoenix, Prescott, and Tucson Active
Management Areas are legally mandated to achieve “safe yield” by 2025 or sooner. However, we do not expect any of these Active Management
Areasto achieve their safe yield goals. Safe yield requires groundwater pumping to not draw down the groundwater aquifers, or “over-draft,” asall
pumping is offset or replaced within
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the Active Management Area from a renewable supply. The Pinal Active Management Area, which encompasses our major service areas near
Maricopa, is managed to allow development of non-irrigation uses and to preserve existing agricultural economiesin the Active Management Area
for aslong as feasible, consistent with the necessity to preserve future water supplies for non-irrigation uses.

Under Arizona s assured water supply laws and regulations, a new subdivision inside an Active Management Area must demonstrate that it has an
“assured water supply” to the satisfaction of the Arizona Department of Water Resources before the developer is permitted to sell lots.
Demonstration of an assured water supply requires, among other things, that an applicant demonstrate that water supplies will be physicaly,
continuously, and legally available to satisfy the water needs of the proposed use for at least 100 years. A developer may make an independent
showing of an assured water supply (resulting in a Certificate of Assured Water Supply for a subdivision) or may obtain a written commitment for
service from a designated water provider, such as a privately owned water company or a municipal water supplier. Under the latter approach, the
water provider must demonstrate satisfaction of assured water supply requirements for the developments within its service areas (resulting in a
Designation of Assured Water Supply for the provider). At present, we have obtained a Designation of Assured Water Supply in the
Maricopa/Casa Grande service territory (Santa Cruz) for approximately 22,900 acre-feet of water use. A Designation of Assured Water Supply is
subject to periodic review and renewal by the Arizona Department of Water Resources, and can be increased as demand grows within the service
territory, subject to the physical availability of water. A physical availability determination for Santa Cruz suggests that, over time, its Designation
of Assured Water Supply could potentially be increased to approximately 42,000 acre-feet once sufficient increased demand is established in the
area, assuming that water is still physically available by that time (i.e., the groundwater has not been committed to users in surrounding areas).
Under our highly efficient Total Water Management model, which isintended to achieve much lower per-unit potable water use rates than would be
expected for average developments, 45,000 acre-feet could be sufficient water supply for approximately 180,000 homes per year.

In our West Valley service territory (Greater Tonopah), we expect to receive a Designation of Assured Water Supply in the future. Assuming
implementation of our high-efficiency Total Water Management model throughout the service area, this could be a sufficient water supply for
approximately 250,000 homes. There is no assurance that the Arizona Department of Water Resources would add any additional acre-feet to any of
our Designations of Assured Water Supply in the future.

In our other service areas, we rely upon a Certificate of Assured Water Supply obtained by developers to demonstrate an assured water supply, or
will apply for a Designation of Assured Water Supply in the future when required.

Outside of Arizona's Active Management Areas, the “adequate water supply” program requires a determination of whether there is an adequate
water supply—similar to an assured water supply—but it does not necessarily foreclose development when the showing cannot be made. Unless
the county government has voted to make the requirement mandatory, a development (outside of Active Management Areas) that cannot
demonstrate access to an adequate water supply is generally required only to disclose this fact, although as a practical matter few developments
have proceeded on this basis. In addition, whether awater provider to such a development has access to an adequate water supply is nevertheless
relevant to its business.

Other Environmental, Health, and Safety (including Water Quality) Matters

Our operations also involve the use, storage, and disposal of hazardous substances and wastes. For example, our water and wastewater treatment
facilities store and use chlorine and other chemicals and generate wastes that require proper handling and disposal under applicable environmental
regulations. We could also incur remedial costsin connection with any environmental contamination relating to our operations or facilities, releases
or our off-site disposal of wastes. Although we are not aware of any material cleanup or decontamination obligations, the discovery of
contamination or the imposition of such obligations arising under relevant federal, state, and local laws and regulations in the future could result in
additional costs. Our facilities and operations also are subject to requirements under the U.S. Occupational Safety and Health Act and similar laws
in Arizona.

Our compliance with al of the environmental, health, and safety (including water quality) requirements described above may be subject to
inspections and enforcement measures by federal, state, and local agencies.



Security

Due to security, vandalism, terrorism, and other risks, we take precautions to protect our employees and the water delivered to our customers. In
2002, federal legislation was enacted that resulted in new regulations concerning security of water facilities, including submitting vulnerability
assessment studies to the federal government. We have complied with EPA regulations concerning vulnerability assessments and have made
filings to the EPA as required. Vulnerability assessments are conducted regularly to evaluate the effectiveness of existing security controls and
serve as the basis for further capital investment in security for the facility. Information security controls are deployed or integrated to prevent
unauthorized access to company
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information systems, assure the continuity of business processes dependent upon automation, ensure the integrity of our data and support
regulatory and legislative compliance requirements. In addition, communication plans have been developed as a component of our procedures.
While we do not make public comments on the details of our security programs, we have been in contact with federal, state, and local law
enforcement agencies to coordinate and improve the security of our water delivery systems and to safeguard our water supply.

Competition

As an owner and operator of regulated utilities, we do not face competition within our existing service areas because Arizona law provides the
holder of a CC&N for water and wastewater service with an exclusive right to provide that service within the certificated area, as against other
public service corporations. In addition, the high cost of constructing water and wastewater systemsin an existing market creates a barrier to entry.
We do, however, face competition from other water and wastewater utilities for new service areas and with respect to the acquisition of smaller
utilities. We believe our principal competitors for new service areas and acquisitions in Arizona are EPCOR Water Arizona Inc., Arizona Water
Company, and Liberty Utilities. We believe competition for new service areas and acquisitions is based on relationships with municipalities and
developers, experience in making acquisitions, the ability to finance and obtain regulatory approval, quality and breadth of products and services,
the ability to integrate both water and wastewater services, and emplace conservation practices throughout the service areas, price, speed, and ease
of implementation.

If we seek to extend our services outside Arizona, we will face competition from other regional or national water utilities for these opportunities.

Although we believe we compete effectively in our regulated businesses, our competitors may have more resources and experience than we have
and may therefore have a competitive advantage.

Segment Reporting

We currently operate in one geographic region within the State of Arizona, wherein each operating utility operates within the same regulatory
environment, and is operated as one reportable segment. We do not have any customers that contribute more than 10% to our revenues or revenue
streams. For additional information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Segment
Reporting” in Part 11, Item 7 of this Form 10-K.

Seasonality

Customer demand for our water during the warmer months is generally greater than other times of the year due primarily to additional consumption
of water in connection with irrigation systems, swimming pools, cooling systems, and other outside water use. Throughout the year, and
particularly during typically warmer months, demand may vary with temperature, as well as the timing and overall levels of rainfall. In the event that
temperatures during the typically warmer months are cooler than normal, or if there is more rainfall than normal, the customer demand for our water
may decrease and therefore, adversely affect our revenues. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Factors Affecting our Results of Operations—Weather and Seasonality,” included in Part 11, Item 7 of this Form 10-K, for additional
information.

Human Capital Resources

As of December 31, 2020, we employed 79 full-time individual s and two part-time employees. This represents an increase of 6 employees, or 8% from
December 31, 2019 due primarily to the the hiring of additional employees to bring customer service and billing operations in-house. Currently, none
of our employees participate in collective bargaining agreements, and we consider our employee relations to be good.

We offer comprehensive compensation and benefits package to attract and retain top talent. In addition to competitive base wages, additional
benefits include annual bonus opportunities, employee stock options, Company matched 401(k) plan, healthcare and insurance benefits, flexible
spending accounts and paid time off.

Available Information



We maintain an Internet website at www.gwresources.com. Our Annua Report on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act are accessible through our
website, free of charge, as soon as reasonably practicable after these reports are filed electronically with, or furnished to, the SEC. To access these
reports, go to our website at www.gwresour ces.com. The foregoing information regarding our website is provided for convenience and the content
of our websiteis not deemed to be
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incorporated by reference in this report filed with the SEC. The SEC maintains an Internet site that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC at www.sec.gov.
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ITEM 1A. RISK FACTORS

In addition to the other information set forth in thisreport, you should carefully consider the following factors, which could materially affect our
business, financial condition, or results of operationsin future periods. The risks described below are not the only risks facing our company.
Additional risks not currently known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial
condition, or results of operationsin future periods.

Legal, Regulatory, and L egidative Factors

New or stricter regulatory standards or other governmental actions could increase our regulatory compliance and operating costs, which could
cause our profitability to suffer, particularly if we are unable to increase our rates to offset such costs.

In Arizona, water and wastewater utilities are subject to regulation by water, environmental, public utility, and health and safety regulators, and we
arerequired to obtain environmental permits from governmental agenciesin order to operate our facilities. Regulations relate to, among other things,
standards and criteria for drinking water quality and for wastewater discharges, customer service and service delivery standards, waste disposal
and raw groundwater abstraction limits, and rates and charges for our regulated services. There may be instances in the future when we are not in or
cannot achieve compliance with new and evolving laws, regulations, and permits without incurring additional operating costs. For example, in 2006,
the U.S. Environmental Protection Agency ("EPA") implemented a new arsenic maximum contaminant level, which effectively required the
installation and operation of costly arsenic treatment systems at many of our water production facilities.

Our costs of complying with current and future governmental laws and regulations could adversely affect our business or results of operations. If
we fail to comply with these laws, regulations, or permits, we could be fined or otherwise sanctioned by regulators and our operations could be
curtailed or shut down. We may also be exposed to product liability or breach of contract claims by third parties resulting from our noncompliance.
These laws and regulations are complex and change frequently, and these changes may cause us to incur costs in connection with the remediation
of actions that were lawful when they were taken. Failure by us to observe the conditions and comply with the requirements of permits and other
applicable laws and regulations could result in delays, additional costs, fines, and other adverse consequences, including the inability to proceed
with development in our service areas.

We may incur higher compliance or remediation costs than expected in any particular period and may not be able to pass those increased costs
along to our customersimmediately through rate increases, or at all. Thisis because we must obtain regulatory approval to increase our rates, which
can be time-consuming and costly and our requests for increases may not be approved in part or in full.

We are required to test our water quality for certain parameters and potential contaminants on a regular basis. If the test results indicate that
parameters or contaminants exceed allowable limits, we may be required either to commence treatment to remedy the water quality or to develop an
alternate water source. Either of these outcomes may be costly, and there can be no assurance that the regulatory authorities would approve rate
increases to recover these additional compliance costs. In addition, by the time that test results are available, contaminated water may have been
provided to customers, which may result in liability for us and damage our reputation.

In addition, governments or government agencies that regulate our operations may enact legislation or adopt new requirements that could have an
adverse effect on our business, including:

*  restricting ownership or investment;

+ providing for the expropriation of our assets by the government through condemnation or similar proceedings;

+ providing for changes to water and wastewater quality standards;

*  requiring cancellation or renegotiation of, or unilateral changesto, agreementsrelating to our provision of water and wastewater services;

+ changing regulatory or legislative emphasis on water conservation in comparison to other goals and initiatives;



* promoting an increase of competition among water companies within our designated service areas,
*  requiring the provision of water or wastewater services at no charge or at reduced prices;

+ restricting the ability to terminate services to customers whose accounts are in arrears,

*  restricting the ability to sell assets or issue securities;

* adversely changing tax, legal, or regulatory requirements, including employment, property ownership, or general business regulations;
changing environmental requirements and the imposition of additional requirements and costs on
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our operations; and including but not limited to changes adopted in response to regulatory measures to address global climate change;
» changesin the charges applied to raw water abstraction;
» changesin rate making policies; or

» restrictionsrelating to water use and supply, including restrictions on use, increased offsetting groundwater replenishment obligations,
changesto the character of groundwater rights, and settlement of Native American claims.

We are subject to regulation by the Arizona Corporation Commission and our financial condition depends upon our ability to recover costsin
a timely manner from customersthrough regulated rates.

We are subject to comprehensive regulation by several federal, state and local regulatory agencies that significantly influence our business,
liquidity, and results of operations and our ability to fully recover costs from utility customers in a timely manner. The Arizona Corporation
Commission (“ACC") is the regulatory authority with jurisdiction over water and wastewater utilities. The ACC has exclusive authority to approve
rates, mandate accounting treatments, authorize long-term financing programs, evaluate significant capital expenditures and plant additions,
examine and regulate transactions between a regulated subsidiary and its affiliated entities, and approve or disapprove reorganizations, mergers,
and acquisitions prior to their completion. Additionally, the ACC has statutory authority to oversee service quality and consumer complaints, and
approve or disapprove expansion of service areas. The ACC is comprised of five elected members, each serving four year terms. Our profitability is
affected by the rates we may charge and the timeliness of recovering costs incurred through our rates. Accordingly, our financial condition and
results of operations are dependent upon the satisfactory resolution of any rate proceedings and ancillary matters which may come before the
ACC. In addition, the ACC may reopen prior decisions and modify otherwise final orders under certain circumstances. Decisions made by the ACC
could have amaterial adverse impact on our financial condition, results of operations and cash flows.

On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled water rates,
aswell asthe consolidation of water and wastewater rates for certain of the utilities. There can be no assurance, however, that the ACC will approve
the requested rate increase or any increase or the consolidation of water and wastewater rates described above, and the ACC could take other
actions as aresult of the rate case. Further, it is possible that the ACC may determine to decrease future rates. There can also be no assurance asto
the timing of when an approved rate increase (if any) would go into effect.

See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Rate Case Activity”, included in Part I1, Item 7 of
this Form 10-K, for additional information regarding matters relating to the ACC.

Our ability to expand into new service areas and to expand current water and wastewater service depends on approval from regulatory
agencies. Failureto obtain required regulatory approvals will adversely affect future growth.

In Arizona, the ACC is the regulatory authority that oversees the formation, expansion, and ongoing operations of water and wastewater utilities.
The ACC has authority, among other things, to determine service areas for utility providers. In order for our owned utilities to provide water or
wastewater service, they must obtain a CC&N for a service area before they can service that area. In addition, our owned utilities and/or the
developments that we serve must demonstrate to the Arizona Department of Water Resources that there exists a 100-year water supply and obtain
either a “ Certificate of Assured Water Supply,” which is a certificate issued by the Arizona Department of Water Resources evidencing sufficient
groundwater, surface water, or effluent of adequate quality will be continuously available to satisfy the water needs of the proposed use for at least
one hundred years and which applies to a specific subdivision, or a Designation of Assured Water Supply, which applies to the utility’s entire
service area. The designation area is generally coterminous with the CC&N and can grow into adjacent areas as needed. Further, our wastewater
facilities require Arizona Department of Environmental Quality and/or EPA permits that regulate, among other things, the level of discharges from
our facilities, the size of our facilities, and the location of our facilities. Any inability to obtain the necessary regulatory approvals, assured water
supplies, or environmental permitswould limit our ability to expand our water or wastewater service areas.

If we chose to expand to states other than Arizona, we may have difficulty acquiring the necessary approvals and permits or complying with
environmental, health and safety, or quality standards of such states. See “—Market and Financial Factors— Doing business in jurisdictions other
than Arizona may present unforeseen regulatory, legal, and operational challenges that could impede or delay our operations or adversely affect our
profitability.”



We have significant obligations under Infrastructure Coordination and Financing Agreements (“1CFAS"), yet funds from our ICFAs are
dependent on devel opment activities by devel opers which we do not control and are also subject to certain regulatory requirements.
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Prior to 2014, we extended water and wastewater infrastructure financing to developers and builders through ICFAs. These agreements are
contracts with developers or builders in which we coordinate and fund the construction of water, wastewater, and recycled water facilities that will
be owned and operated by our regulated subsidiaries in advance of completion of developmentsin the area. Our investment can be considerable, as
we phase-in the construction of facilities in accordance with a regional master plan, as opposed to a single development. Developers and builders
pay us agreed-upon fees upon the occurrence of specified development events for their development projects. The ACC requires us to record a
portion of the funds we receive under ICFAs as contributions in aid of construction (“CIAC"), which are funds or property provided to a utility
under the terms of a collection main extension agreement and/or service connection tariff, the value of which are not refundable. Amounts received
as CIAC reduce our rate base once expended on utility plants.

The developer is not required to pay the bulk of the agreed-upon fees until a development receives platting approval. Accordingly, we cannot
always accurately predict or control the timing of the collection of our fees. If a developer encounters difficulties, such as during areal estate market
downturn, that result in a complete or partial abandonment of the development or a significant delay in its completion, we will have planned, built,
and invested in infrastructure that will not be supported by development and will not generate either payments under the applicable ICFA or cash
flows from providing services. Asaresult, our return on our investment and cash flow stream could be adversely affected.

Changesto environmental and other regulation may require usto alter our existing treatment facilities or build additional facilities.

To comply with federal, state, and local environmental laws, our existing facilities may need to be altered or replaced, which may cause us to incur
significant additional costs. Altered and new facilities and other capital improvements must be constructed and operated in accordance with
multiple requirements, including, in certain cases, an Aquifer Protection Permit issued by the Arizona Department of Environmental Quality
("ADEQ"), Arizona Pollution Discharge Elimination System permits from the ADEQ, and an air quality permit from Maricopa or Pinal Counties. The
provision of potable water is subject to, among others, the requirements of the federal Safe Drinking Water Act, and effluent from wastewater
treatment facilities must comply with other requirements. Regulated contaminants and associated maximum contaminant levels may change over
time, requiring usto alter or build additional treatment facilities.

Changesin, interpretations of, or enforcement trends related to tax rules and regulations may adversely affect our effective income tax rates or
operating margins and we may be required to pay additional tax assessments.

Our effectiveincome tax rate could be adversely affected by various factors, many of which are outside of our control, including:

» changesintax laws, regulations, and/or interpretations of such tax lawsin multiplejurisdictions, including but not limited to U.S. federal
and state regulations or interpretations resulting from the 2017 Tax Cuts and Jobs Act (the "TCJA");

* increasesin corporate tax rates and the availability of deductions or credits;
+ tax effectsrelated to purchase accounting for acquisitions; and
»  resolutions of issues arising from tax examinations and any related interest or penalties.

Our determination of tax liabilities is always subject to review or examination by applicable tax authorities. Any adverse outcome of such review or
examination could have a material adverse effect on our financial condition and results of operations.

Significant judgment is required in determining our provision for income taxes. Our calculation of the provision for income taxes is subject to our
interpretation of applicable tax laws in the jurisdictions in which we file. In addition, our income tax returns are subject to periodic examination by
the Internal Revenue Service and other taxing authorities.

See “Management’s Discussion and Analysis of Results of Operations and Financial Condition —Corporate Transactions —ACC Tax Docket” in
Part I1, Item 7 of this Form 10-K for more information on the ACC docket that addresses the utility ratemaking implications of the TCJA.
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We are exposed to variousrisksrelating to legal proceedings or claimsthat could materially adversely affect our operating results.

We are a party to lawsuits in the normal course of our business. Litigation in general can be expensive, lengthy, and disruptive to normal business



operations. Moreover, the results of complex legal proceedings are difficult to predict. Responding to lawsuits brought against us, or legal actions
that we may initiate, can often be expensive and time-consuming. Unfavorable outcomes from these claims and/or lawsuits could materially
adversely affect our business, results of operations, and financial condition, and we could incur substantial monetary liability and/or be required to
change our business practices.

Our water and wastewater systems are subject to condemnation by governmental authorities, which may result in the receipt of less than the
fair market value of our assets and a loss of revenue from our operations.

Municipalities and other governmental subdivisions have historically been involved in the provision of water and wastewater services, and efforts
may arise from time to time to convert some or all of our assets to public ownership and operation. Arizonalaw provides for the acquisition of public
utility property by governmental agencies through their power of eminent domain, also known as condemnation. For example, the assets of our
former utility subsidiaries, Cave Creek Water Co. and Valencia, were acquired from us by municipalities pursuant to condemnation proceedings, and
our other utility subsidiaries could be subjects of such proceedings in the future. Should a municipality or other governmental subdivision seek to
acquire some or al of our assets through eminent domain, we would likely resist the acquisition.

Contesting an exercise of condemnation through eminent domain may result in costly legal proceedings and may divert the attention of our
management from the operation of our business. Moreover, our effortsto resist any such condemnation may not be successful.

If amunicipality or other governmental subdivision succeeds in acquiring some or all of our assets through eminent domain, there is arisk that we
will not receive adeguate compensation for such assets and that we will incur significant one-time charges. Condemnation also results in a loss of
revenue from the operations of the affected utility.

Proposalsto change policy in Arizona made through ballot initiatives may impact our growth, business plans and financial condition.

In Arizona, a person or organization may file aballot initiative with the Arizona Secretary of State and, if a sufficient number of verifiable signatures
are submitted, theinitiative may be placed on the ballot for the public to vote on the matter. Ballot initiatives may relate to any matter, including
taxes and policy and regulation related to our industry, and may change statutes or the state constitution in ways that could impact our customers,
the Arizona economy, and the Company. For example, in November 2020, Arizona voters approved an initiative that providesfor an increase in state
marginal individual income tax rates thereby giving Arizona one of the highest marginal income tax ratesin the country. The passage of this or other
initiatives could depress expected population growth, impact our business or growth plans, and have amaterial adverse impact on our financial
condition, results of operations or cash flows.

We are subject to environmental risks that may subject us to clean-up costs or litigation that could adversely affect our business, operating
results, financial condition, and prospects.

Under various federal and state environmental laws, regulations, ordinances, and other requirements, a current or previous owner or operator of real
property or afacility may be liable for the costs of removal, remediation, or containment of hazardous or toxic substances on, under, in, or released
from such property. These liabilities are not limited to a potential effect on our water supply and include, but are not limited to, liabilities associated
with air, soil, or groundwater contamination at any real estate or facilities we own or operate, including liabilities assumed in an acquisition of
another utility. Environmental laws often impose liability regardless of whether the owner or operator knew of or was responsible for the presence of
the hazardous or toxic substances. Although we currently conduct environmental screening assessments on new properties that we propose to
acquire or use to identify significant sources of contaminants on surrounding properties, these assessments are not comprehensive, nor have they
been conducted for all of the property owned or used by us. As aresult, hazardous or toxic substances may exist at properties owned or used by
us. If hazardous or toxic substances are discovered at real property or facilities owned or used by us (including a landfill owned by another party
that is used by usfor disposal of hazardous substances), we could incur significant remediation costs, liability exposure, or litigation expenses that
could adversely affect our profitability, results of operations, liquidity, and cash flows.

Business and Operational Factors

Inadequate water and wastewater supplies could have a material adverse effect upon our ability to achieve the customer growth necessary to
increase our revenues.
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In many areas of Arizona (including certain areas that we service), water supplies are limited and, in some cases, current usage rates exceed
sustainable levels for certain water resources. As discussed above, we currently rely predominantly (and are likely to continue to rely) on the
pumping of groundwater and the generation and delivery of recycled water for non-potable uses to meet future demands in our service areas. At
present, groundwater (and recycled water derived from groundwater) is the primary water supply available to us.

We do not currently anticipate any short-term concerns with physical, legal, or continuous availability issues in our service areas. Regardless, the
supply of groundwater in Central Arizona, while considerable, is also ultimately finite, closely regulated, and geographically limited. In areas where
we have not applied for a“Designation of Assured Water Supply”, we have not performed hydrological studies or modeling to eval uate the amount
of groundwater likely to be available to meet present and expected future demands. Insofar as we intend to rely on the pumping of groundwater and



the generation and delivery of recycled water to meet future demands in our current service areas, our ability and/or the ability of developersinside
of our service areas to meet regulatory requirements and to demonstrate assured and adequate water supplies is essential to the continued growth
of our service connections and our capacity to supply water to our customers.

Insufficient availability of water or wastewater treatment capacity could materially and adversely affect our ability to provide for expected customer
growth necessary to increase revenues. We continuously ook for new sources of water to augment our reserves in our service areas, but have not
yet obtained surface water rights. Our ability to obtain such rights may depend on factors beyond our control, such as the future availability of
Colorado River water supplies. We also plan to construct facilities and obtain the necessary permits to recharge recycled water to stretch and
augment our existing and planned future water supplies, but do not yet have this capability in al of our service areas. Asaresult, it is possible that,
in the future, we will not be able to obtain sufficient water or water supplies to increase customer growth necessary to increase or even maintain our
revenues.

Thereisno guaranteed source of water.

Our ability to meet the existing and future water demands of our customers depends on an adequate supply of water. Regulatory restrictions on the
use of groundwater and the development of groundwater wells, lack of available water rights, drought, overuse of local or regional sources of water,
protection of threatened species or habitats, or other factors, including climate change, may limit the availability of ground or surface water.

As stated above, our primary source of water is pumping of groundwater from aquifers within service areas. In the event that our wells cannot meet
customer demand, we may, under certain circumstances, purchase water from surrounding municipalities, agencies, and other utilities. However, the
cost of purchasing water is typically more expensive than producing it. Furthermore, these alternative sources may not always have an adequate
supply to sell to us.

To date, we have been able to produce enough water to meet current customer requirements. However, no assurance can be given that we will be
able to produce or purchase enough water to fully satisfy future customer demand. We can make no guarantee that we will always have access to
an adequate supply of water that will meet all quality standards, or that the cost of water will not adversely affect our operating results.

If we are unable to access adequate water supplies, we may be unable to satisfy all customer demand, which could result in rationing. Rationing may
have an adverse effect on cash flow from operations.

Water shortages may affect usin avariety of ways. For example, water shortages could:
+ adversely affect water supply mix by causing usto rely on more expensive purchased water;
+ adversely affect operating costs;
* increasethe risk of contamination to water systems due to the inability to maintain sufficient pressure;

* increase capital expenditures for building pipelines to connect to alternative sources of supply, new wellsto replace those that are no
longer in service or are otherwise inadequate to meet the needs of customers, and reservoirs and other facilities to conserve or reclaim
water; and

+ resultinregulatory authorities refusing to approve new service areas if an adequate water supply cannot be demonstrated and restrictions
on new customer connections may beimposed in existing service areasif thereis not sufficient water.

We may or may not be able to recover increased operating and construction costs as a result of water shortages on atimely basis, or at all, for our
regulated utilities through the rate setting process.
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We do not control when and where a developer may request service within our service areas, and if this occurs outside the location and
capacity of existing infrastructure, it may require significantly more capital expendituresthan currently anticipated.

If a developer has an ICFA, and/or once a developer has entered into a service agreement with our utility subsidiary and the property being
developed has been included within a service area, we have the obligation to serve under the terms of those agreements and existing regulations.
Although we have built substantial modern infrastructure within these utilities in areas where development is currently occurring, there is the
potential that a developer may request service in another location within the service area. Extending/expanding the existing infrastructure to provide
service may result in the need to make additional, currently unplanned, capital improvements and there is no guarantee that we may recover our
coststimely. Asaresult, our return on our investment and cash flow stream could be adversely affected.

If future acquisitions do not achieve sufficient profitability relative to expenses and investment, our business and ability to finance our
operations could be materially adversely affected.

A typical element of a utility growth strategy is the acquisition or development of other water and wastewater utilities. The potential negotiation of
future acquisitions and devel opment of new projects could require us to incur significant costs and expose us to significant risks, including:



» risksrelating to the condition of assets acquired and exposure to residual liabilities of prior businesses;

»  operating risks, including equipment, technology and supply problems, failure to achieve expected synergies and operating efficiencies,
regulatory requirements, and approvals necessary for acquisitions;

» risksthat potential acquisitions may require the disproportionate attention of our senior management, which could distract them from the
management of our existing business;

+ risksrelated to our ability to retain experienced personnel of the acquired company; and

» risksthat certain acquisitions may require regulatory approvals, which could be refused or delayed and which could result in unforeseen
regulatory expenses or unfavorable regulatory conditions.

These issues could have a material adverse effect on our business and our ability to finance our operations. The businesses and other assets we
acquire in the future may not achieve sufficient revenue or profitability to justify our investment, and any difficulties we may encounter in the
integration process could interfere with our operations and reduce operating margins. Acquisitions could also result in dilutive issuance of our
equity securities, incurrence of debt and contingent liabilities, and fluctuationsin quarterly results and expenses.

If we do not manage our anticipated growth effectively, we may not be able to develop or implement the infrastructure necessary to support our
operations and could suffer aloss of profitability.

Although we may not be able to achieve similar growth as we have seen since our formation in 2003, or grow at al, in future periods, we expect to
continue to significantly expand our facilities, infrastructure, marketing, testing, management, and administrative operations, as well as our financial
and accounting controls. This expansion has placed, and will continue to place, strain on our management and administrative, operational,
technical, and financial infrastructure. If management is unable to manage growth effectively, the quality of our services, our ability to attract and
retain key personnel, and our business or prospects could be harmed significantly.

To manage growth effectively, we must:

¢ continueto expand our water management capacity;

* retain key management and augment our management team;

*  continue to enhance our technology, operations, and financial and management systems;

* manage multiple relationships with our customers, regulators, suppliers, and other third parties; and

* expand, train, and manage our employee base.

We may not be able to manage effectively any expansion in one or more of these areas, and our failure to do so could harm our ability to maintain or
increase revenues and operating results. The expensesincurred in pursuing growth could increase without a corresponding increase in our revenue
base, which could decrease operating results and profit margin. In addition, future growth may require us to make significant capital expenditures or
incur other significant expenses and may divert the attention of our personnel from our core business operations, any of which could affect our
financial performance adversely.
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We face risks associated with the design, construction, and operation of our systems that may adversely affect our business and financial
condition.

We are responsible for the design, construction, installation, and maintenance of our water treatment, reclamation, and distribution systems. We
could be adversely affected by a failure to complete our construction projects on time or on budget, and a substantial delay in the progress of
construction due to adverse weather, work stoppages, shortages of materials, non-issuances of permits, nonperformance of suppliers or
contractors, or other factors could result in amaterial increase in the overall cost of such projects.

We cannot guarantee that our systems will operate as designed or be free from defects. The failure of our systems to operate properly could cause
significant public harm. Any defects in our systems or significant reliability, quality, or performance problems with respect to our systems or
services could have anumber of negative effects on our profitability, results of operations, liquidity, and cash flows, including:

* lossof revenues;

+ diversion of management and devel opment resources and the attention of engineering personnel;
» significant customer relations problems;

* increased repair, support, and insurance expenses;

* adverseregulatory actions; and



* legal actionsfor damages by our customers, including but not limited to damages based on commercial losses and effects on human health.

Operating costs, construction costs, and costs of providing services can be volatile and may rise faster than revenue.

Our ability to increase rates over time is dependent upon approval of rate increases by the ACC, which may be inclined, for political or other
reasons, to limit rate increases. However, our costs are subject to market conditions and other factors, and may increase significantly. For example,
costs for chemicals used to treat water and wastewater, as well as costs for power used to operate pumps and other equipment, can be volatile. See
“—Operational Factors—We depend on an adequate supply of electricity and chemicals for the delivery of our water, and an interruption in the
supply of these inputs or increases in their prices could adversely affect our results of operations.”

Additionally, the second largest component of our operating costs after water production is made up of salaries and wages. These costs are
affected by the local supply and demand for qualified labor. Other large components of our costs are general insurance, workers' compensation
insurance, employee benefits, and health insurance costs. These costs may increase disproportionately to rate increases authorized by utility
regulators and may have a material adverse effect on our financial condition and results of operations.

I ncreased operating expenses associated with the expansion of our business may negatively impact our operating income.

Increased operating expenses associated with any expansion of our business may negatively impact our income as we, among other things:
+  seek to acquire new utilities and service areas;
* expand geographically in and outside of Arizona;
+ makesignificant capital expendituresto support our ability to provide servicesin our existing service areas,
» fund development costs for our system and technology; and

* incur increased general and administrative expenses as we grow.
Asaresult of these factors, we may not sustain or increase our profitability on an ongoing basis.

The nature of our business exposes us to various liability claims, which may exceed the level of our insurance coverage and thereby not be
reimbursed fully by insurance proceeds, or not be covered by our insurance at all, and may also make it difficult for us to obtain insurance
coverage at affordablerates.

In recent years, societal factors have resulted in increased litigation and escalating monetary claims against industries and employers. Although the
national insurance market currently provides insurance coverage at affordable premiums, there is no guarantee this will continue or that we will
continue to be able to obtain coverage against catastrophic claims and losses. While
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we may self-insure for some risks in the future, should an uninsured or underinsured |oss occur, we may be unable to meet our obligations as they
become due.

The operation of our utilities is subject to the normal risks of occupancy as well as the additional risks of receiving, processing, treating, and
disposing of water and waste materials. As a safeguard, we currently maintain general liability and workers' compensation insurance coverage,
subject to deductibles at levels we believe are sufficient to cover future claims made during the respective policy periods. However, we may be
exposed to multiple claims, including workers' compensation claims, that do not exceed our deductibles, and, as a result, we could incur significant
out-of-pocket costs that could materially adversely affect our business, financial condition, and results of operations. In addition, the cost of
insurance policies may increase significantly upon renewal of those policies as a result of general rate increases for the type of insurance we carry
aswell asour historical experience and experience in our industry. Our future claims may exceed the coverage level of our insurance, and insurance
may not continue to be available on economically reasonable terms, or at al. If we are required to pay significantly higher premiums for insurance,
are not able to maintain insurance coverage at affordable rates, or if we must pay amounts in excess of claims covered by our insurance, we could
experience higher costs that could materially adversely affect our business, financial condition, and results of operations.

We may have difficulty recruiting and retaining qualified personnel, and due to the technical and specialized nature of our business, our
profitability may suffer if we do not have the necessary workforce.

Our plants require some of our employees to be certified operators of record, a designation requiring specialized training and certification in water
and wastewater systems. As workers with these qualifications retire in the industry, we may be unable to replace them readily in view of the
relatively low number of younger workers that we believe are entering the workforce to pursue this line of work. Our operations require a variety of
other technical skills and specialties in the areas of engineering, systems analysis, laboratory work, and equipment repair, and we may have
difficulty recruiting and retaining personnel with these skills. If we cannot maintain an employee base with the skills necessary to conduct our
operations, our efficiency, margins, and ability to expand our business could be adversely affected.



Doing businessin jurisdictions other than Arizona may present unforeseen regulatory, legal, and operational challenges that could impede or
delay our operations or adversely affect our profitability.

We may decide to pursue growth opportunities in states other than Arizona. Other states may present substantially different regulatory
frameworks, and we may have difficulty acquiring the necessary approvals and permits or complying with environmental, health and safety, or
quality standards. In addition, it may become more costly or difficult for us to comply with a multitude of standards and requirements across
multiple states.

Other states may also expose usto new legal precedents, condemnation risks, and liability concerns based on state legislation or case law.

Our cost structure in other states may be significantly different than our current cost structure due to regional differences. For example, our cost
structure may be significantly impacted by differences in labor and energy costs in other markets and the significant portion of overall production
costs that they represent.

Our operations of regulated utilitiesare currently located exclusively in the state of Arizona, and more specifically approximately 92.8% of our
active service connections are within a single municipality, which increases the impact of local conditions on our results of operations.

The customers of our regulated utilities are currently located exclusively in the state of Arizona and 92.8% of our active service connections are
located in the City of Maricopa, Arizona. As aresult, we cannot diversify or mitigate the risks presented by local regulatory, economic, political,
demographic, and weather conditions in this area. An adverse change in any of these conditions would therefore affect our profitability, results of
operations, liquidity, and cash flows more significantly than if our utilities operated more broadly in other geographic areas.

Our utilities business is subject to seasonal fluctuations and other weather-related conditions, such as droughts, which could adversely affect
the supply of and demand for our services and our results of operations.

We depend on an adequate water supply to meet the present and future needs of our customers. Whether we have an adequate water supply
depends upon a variety of factors, including underground water supply from which groundwater is pumped, the rate at which it is recharged by
rainfall and snowpack, and changes in the amount of water used by our customers. In particular, the arid western U.S. region, which includes our
present and potential service areas, has been required to deal with general conditions of water scarcity exacerbated by extended periods of drought.
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Drought conditions could interfere with our sources of water supply and could adversely affect our ability to supply water in sufficient quantities to
our existing and future customers. Any future interruption to our water supply or restrictions on water usage during drought conditions or other
legal limitations on water use could result in decreased customer billing and lower revenues or higher expenses that we would not be able to recoup
without prior regulatory approval for a rate increase, which may not be granted. These conditions could also lead to increases in capital
expenditures needed to build infrastructure to secure alternative water sources. Furthermore, customers may use less water even after a drought has
ended because of conservation patterns developed during the drought. Population growth could also decline under drought conditions as
individuals and businesses move out of the area or elect not to relocate there. Lower water use for any reason could lead to lower revenue.

Demand for water is seasonal and varies with temperature and rainfall levels. If temperatures during the typically warmer months are cooler than
normal, or if there is more rainfall than normal, the demand for our water may decrease, which would adversely affect our profitability, results of
operations, liquidity, and cash flows. Consequently, the results of operations for one quarter are not necessarily indicative of results for future
quartersor the full year.

We face competition for new service areas and acquisition targets.

We face competition from other water and wastewater utilities for new service areas and with respect to acquisitions of smaller utilities. These
competitors consist primarily of municipalities and investor-owned utilities seeking expansion opportunities. Some of our competitors are larger
than we are and have more resources and access to capital than we do. If we are unable to compete effectively for new service areas and
acquisitions of existing utilities, our ability to increase our rate base and revenue could be adversely affected.

The novel coronavirus (" COVID-19") global pandemic could adversely effect our business operations, cash flows, and financial position to an
extent that is difficult to predict.

In late 2019, a novel strain of coronavirus (COVID-19) was reported to have surfaced in Wuhan, China. In March 2020, the World Health
Organization declared the COVID-19 outbreak a pandemic, and the President of the United States declared COVID-19 a national emergency. The
outbreak has resulted in government authorities around the world implementing numerous measures to try to reduce the spread of COVID-19
pandemic, such as travel bans and restrictions, quarantines, shelter-in-place, stay-at-home or total lock-down (or similar) orders and business
limitations and shutdowns. For example, the State of Arizona has implemented, from time to time, several orders promoting physical distancing,
limiting certain activities, and restricting the operations of certain businesses, including restaurants, bars, gyms, theaters, and water parks.



Although there are effective vaccines for COVID-19 that have been approved for use, distribution of the vaccines did not begin until late 2020, and
a majority of the public will likely not have access to a vaccination until sometime in 2021 or later. Additionally, new strains of COVID-19 are
surfacing, and the effectiveness of the approved vaccines on these new strains is unknown. Accordingly, there remains significant uncertainty
about the duration and extent of the impact of the COVID-19 pandemic, including, among other things, on the U.S. economy and consumer
confidence. Such impact could have amaterial adverse effect on our business, operating results, cash flows, and financial condition.

The COVID-19 pandemic has adversely affected economies and financial markets across the globe. While the COVID-19 pandemic did not have a
material effect on our business operations, results of operations, cash flows, and financia position for the year ended December 31, 2020, the
COVID-19 pandemic and the related responses from government authorities could adversely impact us in a number of ways, including, but not
limited to, the following:

+ disruptionsto our operations and business activities, including any closures of offices or facilities, and to those of governmental agencies
regulating our business, suppliers, customers, and other business partners;

* reduced demand for our water and wastewater services from our commercial customers, particularly as businesses are shutdown;
« greater difficulty in collecting customer receivables;

+ aslowdown or disruption in the supply chain for the supplies used in our operations, including chemicals used to treat water and
wastewater, in addition to higher costs;

+ limitations on employee resources and availability, including due to sickness, government restrictions, and the desire of employeesto
avoid contact with large groups of people;

+ potential legislative or regulatory efforts to impose new requirements on our operations;
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* anincreasein the cost or the difficulty to obtain debt or equity financing could affect our financial condition or future investment
opportunities; and

* anincreasein regulatory restrictions or continued market volatility could hinder our ability to execute strategic business activities,
including acquisitions, as well as negatively impact our stock price.

The spread of the COVID-19 has caused us to modify our business practices (including additional cybersecurity measures, employee travel,
employee work locations, and cancellation of physical participation in meetings, events and conferences), and we may take further actions as may
be required by government authorities or that we determine are prudent to support the well-being of our employees, customers, suppliers, business
partners, and others. There is no certainty that such measures will be sufficient to mitigate the risks posed by the virus, and our ability to perform
critical functions could be harmed.

Additionally, the COVID-19 pandemic could affect our internal controls over financial reporting as a portion of our workforce is required to work
from home and therefore new processes, procedures, and controls could be required to respond to changes in our business environment. Further,
should any key employees becomeill from COVID-19 and unable to work, the attention of the management team could be diverted.

Any of the foregoing could adversely affect our business operations, results of operations, cash flows, and financial position. The potential effects
of the COVID-19 pandemic may also impact our other risk factors described in this "Risk Factors' section. The ultimate extent of the impact of the
COVID-19 pandemic on our business operations, results of operations, cash flows, and financial position, including our ability to execute our
business strategies and initiatives in the expected time frame, will depend on future developments, which are highly uncertain, continuously
evolving and cannot be predicted. Thisincludes, but is not limited to, the duration and spread of the COVID-19 pandemic, its severity, the actions
to contain the virus or treat itsimpact, such as the efficacy of vaccines (particularly with respect to emerging strains of the virus) and restrictions on
travel and transportation, and how quickly and to what extent normal economic and operating conditions can resume.

See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—COVID-19 Update,” included in Part 11, Item 7 of
this Form 10-K, for additional information.

We may have difficulty accomplishing our growth strategy within and outside of our current service areas. This would cause usto rely more
heavily on regulatory rate increases to increase our revenues.



Our ability to expand our business, both within our current service areas and into new areas, involves significant risks, including, but not limited to:
*  not receiving or maintaining necessary regulatory permits, licenses, or approvals;
* downturnsin economic or population growth and development in our service areas,

+ risksrelated to planning and commencing new operations, including inaccurate assessment of the demand for water, engineering and
construction difficulties, and inability to begin operations as scheduled;

» droughts or water shortages that could increase water conservation efforts to a point that materially reduces revenue;
* regulatory restrictions or other factors that could adversely affect our access to sources of water supply;

* our potential inability to identify suitable acquisition opportunities or to form the relationships with devel opers and municipalities
necessary to form strategic partnerships; and

* barriersto entry presented by existing water utilitiesin prospective service areas.

If we are unable to execute our growth strategy effectively, we will need to rely more heavily on regulatory rate increases to increase our revenue.
However, there can be no assurance that the regulatory authorities will approve any rate increases.

Serviceinterruptions, including due to any disruption or problem at our facilities could increase our expenses.

A natural disaster (such as an earthquake, fire, or flood) or an act of terrorism could cause substantial delaysin our operations, damage or destroy
our equipment or facilities, and cause us to incur additional expenses and lose revenue. The insurance we maintain against natural disasters may
not be adequate to cover our losses in any particular case, which would require us to expend significant resources to replace any destroyed assets,
thereby materially and adversely affecting our financial condition and prospects.
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Other global incidents, such as the COVID-19 pandemic, could have a similar effect of disrupting our business to the extent they reach and impact
the service areas in which we operate, the availability of supplies we need, the customers we serve, or the employees who operate our businesses.
See“—Market and Financial Factors—The recent COVID-19 pandemic could have a material adverse effect on our business operations, cash flows,
and financial position” for additional information.

Any failure of our network of water and wastewater pipes and water reservoirs could result in losses and damages that may affect our financial
condition and reputation.

Our utilities distribute water and collect wastewater through an extensive network of pipes and store water in reservoirs located across our service
areas. A failure of major pipes or reservoirs could result in injuries and property damage for which we may be liable. The failure of major pipes and
reservoirs may also result in the need to shut down some facilities or parts of our network in order to conduct repairs. Any failures and shutdowns
may limit our ability to supply water in sufficient quantities to customers and to meet the water and wastewater delivery requirements prescribed by
applicable utility regulators, which would adversely affect our financial condition, results of operations, cash flow, liquidity, and reputation.

Risks associated with the collection, treatment, and disposal of wastewater and the operation of water utilities may impose significant costs
that may not be covered by insurance, which could result in increased insurance premiums.

The wastewater collection, treatment, and disposal operations of our utilities are subject to substantial regulation and involve significant
environmental risks. If collection or sewage systems fail, overflow, or do not operate properly, untreated wastewater or other contaminants could
spill onto nearby properties or into nearby streams and rivers, potentially causing damage to persons or property, injury to the environment
including agquatic life, and economic damages, which may not be recoverable in rates. Thisrisk is most acute during periods of substantial rainfall or
flooding, which are the main causes of sewer overflow and system failure. Liabilities resulting from such damage could adversely and materially
affect our business, results of operations, and financial condition. Moreover, in the event that we are deemed liable for any damage caused by
overflow, losses might not be covered by insurance policies, and such losses may make it difficult to secure insurance in the future at acceptable
insurance premium rates. Similarly, any related business interruption or other losses might not be covered by insurance policies, which would also
make it difficult for usto secure insurance in the future at acceptabl e insurance premium rates.

We may also incur liabilities under environmental laws and regulations requiring investigations and cleanup of environmental contamination at our
properties or at off-site |ocations where there have been adverse environmental impacts. The discovery of previously unknown conditions, or the
imposition of cleanup obligations in the future, could result in significant costs, and could adversely affect our financial condition, results of
operations, cash flow, and liquidity. Such remediation losses may not be covered by insurance policies and may make it difficult for us to secure
insurance in the future at acceptable insurance premium rates.

Contamination of the water supplied by us may result in disruption in our services, loss of credibility, lower demand for our services, and
potential liability that could adversely affect our business and financial condition.



Our water supplies are subject to contamination, including contamination from compounds, chemicals in groundwater systems, pollution resulting
from man-made sources (such as perchlorate and methyl tertiary butyl ether), and possible biological terrorist attacks. Contamination of water
sources can lead to human death and ilIness, damage to natural resources and other parts of the environment, and cause other harms. Among other
things, if we are found to be liable for consequences of water contamination arising out of human exposure to hazardous substances in our water
supplies or other damage, we would be subject to civil or criminal enforcement actions, litigation, and other proceedings or clean up obligations.
Further, our insurance policies may not apply or be sufficient to cover the costs of these claims, which could be significant.

Cleaning up water sources can be very expensive and if we are required to do so, it could have a material and adverse effect on our business,
operating results, and financial condition. In the event that our water supply is contaminated, we may have to interrupt or stop the use of that water
supply until we are able to treat the water or to substitute the supply of water from another water source, including, in some cases, through the
purchase of water from a supplier. We may incur significant costs in order to warn consumers and to treat the contaminated source through
expansion of current treatment facilities or development of new treatment methods. Using a new water source is generally associated with increased
costs compared to an existing water source and, as indicated above, purchasing water is typically more expensive than obtaining the water from
other means. If we are unable to treat or substitute our water supply in a cost-effective manner, our financial condition, results of operations, cash
flow, liquidity, and reputation may be adversely affected. We may not be able to recover costs associated with treating contaminated water or
developing new sources of supply through the rate setting process or through insurance.

Table of Contents

We depend on an adequate supply of electricity and chemicalsfor the delivery of our water, and an interruption in the supply of these inputs or
increasesin their prices could adversely affect our results of operations.

We rely on purchased electrical power to operate the wells and pumps that are needed in order to supply potable and recycled water to our
customers. An extended interruption in power supply that we cannot remediate through the use of backup generators could adversely affect our
ability to continue these operations. Electrical power costs are beyond our control and can increase unpredictably in substantial amounts. Under
these circumstances, our cash flows between our general rate case filings and our earnings may be adversely affected until the ACC has authorized
arateincrease.

In addition, we require bulk supplies of chemicals for water and wastewater treatment, and if we were to suffer an interruption of supply that we
cannot replace quickly, we might not be able to perform these functions adequately. Some chemicals are available from a single source or alimited
number of sources. Thereis no assurance that these suppliers will continue to produce the chemicals in the quantities and quality and at the times
they are needed. Moreover, the replacement of any of these suppliers could lead to significant delays and increase in our costs.

We are subject to adverse publicity and reputational risks, which make us vulnerable to negative customer perception and could lead to
increased regulatory oversight or other sanctions.

Water and wastewater utilities, including Palo Verde and Santa Cruz, have large customer bases and as a result are exposed to public criticism
regarding, among other things, the reliability of their water and wastewater services, the quality of water provided, the timeliness and accuracy of
bills that are provided for such services, and the quality of customer service. Adverse publicity and negative customer sentiment may render
regulators and government officials less likely to view us in a favorable light, and may cause us to be susceptible to less favorable regulatory
outcomes, aswell asincreased regulatory oversight, lower rates, and more stringent regulatory requirements. Unfavorable regulatory outcomes may
include the enactment of more stringent laws and regulations governing our operations, as well as fines, penalties or other sanctions or
requirements. The imposition of any of the foregoing could have a material adverse impact on our business, financial condition, results of
operations, and cash flows.

We are subject to industrial risksthat could adversely affect our results of operations.

The operations of our water and wastewater treatment plants involve physical, chemical, and biological processes and the use of pumps,
generators, and other industrial equipment. As aresult, our operations are subject to various industrial risks, including chemical spills, discharges
or releases of toxic or hazardous substances or gases, effects resulting from confined operating spaces, fires, explosions, mechanical failures,
storage tank leaks, and electric shock. These risks can result in personal injury, loss of life, catastrophic damage to or destruction of property and
equipment or environmental damage, and related legal proceedings, including those commenced by regulators, neighbors, or others. They may also
result in an unanticipated interruption or suspension of our operations and the imposition of liability. The loss or shutdown over an extended
period of operations at any of our treatment facilities or any losses relating to these risks could have a material adverse impact on our profitability,
results of operations, liquidity, and cash flows.

If the general public perceives recycled water to be unsafe, we will have difficulty executing our business plan and could face aloss of revenue.

Our Total Water Management model emphasizes the maximum use of recycled water for non-potable purposes. To implement this model, we
cultivate relationships with developers, municipalities, and members of the communities we serve and focus on educating them regarding the
benefits and safety of recycled water. If the recycled water supplied to customers is contaminated, either as a result of terrorism, system failure,



pipeline, or other causes, public perception regarding the safety of recycled water would likely suffer, regardless of whether we are at fault and
potentially even if the contaminated water was supplied by another person. Public perception of an unsafe water supply would harm our business,
particularly with respect to our ability to implement water recycling as akey element of our business strategy.
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Market and Financial Factors

We will need additional capital to grow our business, and additional financing may not be available to us on favorable terms when required,
or atall.

Adequate funds to support our growth may not be available when needed or on terms acceptable to us. We may need to raise additional fundsto
support more rapid expansion, improve our facilities and infrastructure, develop new and enhanced technologies, or respond to evolving regulatory
standards. We may experience difficulty in raising the necessary capital due to volatility in the capital markets or increases in the cost of
infrastructure finance. Increasingly stringent bond rating standards could make it more difficult for us to finance our growth by issuing tax-exempt
bonds as we have in the past. In addition, we require regulatory approval from the ACC for some means of raising capital, such asissuance of debt
by our regulated utilities, and approval may be denied or delayed. |f adequate funds are not available or are not available on acceptable terms, we
may not be able to take advantage of expansion opportunities, make the capital expenditures necessary to support our growth, or otherwise execute
our strategic plan.

Foreclosure rates in our service areas, as well as other factors affecting real estate development, could affect the growth of our regulated
customer base or resultin adeclinein our revenue.

A slowdown or severe downturn in the housing market could have an adverse effect on our operating results and financial condition. During
periods of economic distress, there may be an increase in home foreclosures and vacancies. For example, during the economic downturn beginning
in 2008, our utilities experienced an increase in the number of vacant homes, reaching a peak of 4,020 vacant connections as of February 28, 20009,
approximately 11.9% of our total connections at the time. Accordingly, in the event of an economic downturn, including as aresult of the COVID-19
pandemic, we may experience amaterial reduction in revenues. Accordingly, in the event of an economic downturn, including as aresult of the
coronavirus outbreak, we may experience a material reduction in revenues. Although the U.S. economy and housing market continue to perform
well, we cannot predict the overall trgjectory of the market. Our growth depends significantly on increased residential and commercial development
inour service areas, and if developers or builders are unable to complete additional residential and commercial projects, our revenue may decline.

Our existing indebtedness could affect our business adversely and limit our ability to plan for or respond to growth opportunities, and we may
be unable to generate sufficient cash flow to satisfy our liquidity needs.

As of December 31, 2020, we had total indebtedness of $115.0 million. In addition, we may incur substantial additional indebtedness in the future.
Our indebtedness could have important consequences, including:

» limiting our ability to obtain future additional financing we may need to fund future working capital, capital expenditures, acquisitions, or
other corporate requirements; and

+ limiting, by the financial and other restrictive covenantsin our debt agreements, our ability to borrow additional funds and to pay
dividends.

Our ability to incur significant future indebtedness will depend in part on our ability to generate cash flow. This ability is affected by general
economic, financial, competitive, legislative, regulatory, and other factors that are beyond our control. If our business does not generate sufficient
cash flow from operations or if we are unable to borrow money or otherwise generate funds sufficient to enable us to fund our liquidity needs, we
may be unable to plan for or respond to growth opportunities, which could adversely affect our operating results and business prospects.

Our growth depends significantly on increased residential and commercial development in our service areas, and if developers or builders are
unable to complete additional residential and commercial projects, our revenue may not increase.

The growth of our customer base depends almost entirely on the success of developersin developing residential and commercial properties within
our Certificate of Convenience and Necessity ("CC&N") areas. A CC&N is a permit issued by the ACC alowing a public service corporation to
serve a specified area, and preventing other public service corporations from offering the same services within the specified area, which we refer to
as “service areas.” Real estate development isacyclical industry and the growth rate of development, especially residential development, from 2006
through 2019, both nationally and in Arizona had been below historical rates. During the second half of 2020, residential real estate development
began to rise to similar 2006 rates. The sale of, for instance, single family residences is affected by a number of national and regional economic
factors, including:

* interest rates and general levels of economic output;

* levelsof activity inthelocal rea estate market;
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+ thestate of domestic credit markets, mortgage standards, and availability of credit;
+ competition from other builders and other projectsin the area and other states;
+ federal programsto assist home purchasers;
* costsand availability of labor and materials;
»  government regulations affecting land development, home building, and mortgage financing;
* availability of financing for development and for home purchasers;
+ changesintheincometax treatment relating to real property ownership;
* unexpected increases in development costs;
* increased commute times and fuel costs that may adversely affect the desirability of outlying suburbs;
« availahility of, among other things, other utilities, adequate transportation, and school facilities; and

+ environmental problemswith such land.

While many developers presently hold necessary zoning approvals, land development within our service areas could also be affected by changesin
governmental policies, including, but not limited to, governmental policiesto restrict or control development. This may include, for example, actions
by the local school districts to restrict admissions to local schools because of inadequate classroom space or, because of other problems, such as
failure by local municipalities to approve plats for the development. An increase in current residential foreclosure rates or a deep or prolonged
slowdown of the development process and the related absorption rate within the various devel opments in our service areas because of any or all of
the foregoing could materially and adversely affect growth of our customer base and the generation of revenue.

Many national builders and developersin our service areas own or control substantial amounts of the developable land in these areas. There can be
no assurance that these builders and devel opers have the financial capability to continue and complete their developments.

Technology Factors

Our information technology systems may be subject to cyberattacks.

Asoperators of critical infrastructure, we may face a heightened risk of cyberattacks from internal or external sources. For example, a hacker recently
accessed a Florida water treatment plant's control system and attempted to increase the amount of lye used to treat the water to a potentially
dangerous level. Our information technology systems may be vulnerable to unauthorized external or internal access due to hacking, ransomware,
viruses, or other cybersecurity breaches. Unauthorized access to confidential information located or stored on these systems could negatively and
materially impact our customers, employees, suppliers and other third parties. Further, third parties, including vendors, suppliers and contractors,
who perform certain services for us or administer and maintain our sensitive information, could also be targets of cyberattacks and unauthorized
access. While we have instituted safeguards to protect our information technology systems, those safeguards may not always be effective due to
the evolving nature of cyberattacks and cyber vulnerabilities. We cannot guarantee that such protections will be completely successful in the event
of acyberattack.

If our information technology systems, or that of third parties on which we rely on, are affected by a significant cyberbreach, this could result in,
among other things, a significant disruption to our operations; misappropriation of confidential information of the Company or that of our
customers, employees, business partners or others; litigation and potential liability; enforcement actions and investigations by regulatory
authorities; loss of customers and contracts; harm to our reputation; and a loss of management time, attention and resources from our regular
business operations, any of which could have a negative impact on our business, results of operations, and cash flows. These types of events,
either impacting our facilities or the industry in general, could also cause usto incur additional security and insurance related costs.

Our cyber insurance is subject to a number of exclusions and may not cover the total loss or damage caused by a breach. In addition, the costs of
responding to and recovering from acyber incident may not be covered by insurance.

We rely on information technology systems to assist with the management of our business and customer relationships. A disruption or
interruption of these systems could adversely affect our business and operations.

Our information technology systems, which includes information technology functions that are outsourced to various third-party service providers
and software vendors, are an integral part of our business. For example, our information technology



-33-

Table of Contents

systems allow us, among other things, to bill our customers, provide customer service through our call center, manage certain financial records,
track assets and accounts receivabl e collections, read water meters remotely, identify high water usage, and identify water theft from disconnected
meters. A disruption of our information technology systems could significantly limit our ability to manage and operate our business efficiently,
which in turn could cause our business to suffer and cause our results of operations to be reduced.

Further, our information technology systems are vulnerable to damage or interruption from:
*  power loss, computer systemsfailures, and internet, telecommunications, or data network failures;
»  operator negligence or improper operation by, or supervision of, employees;

+ physical and electronic loss of customer data, including as aresult of or security breaches, cyberattacks, misappropriation, and similar
events;

s computer viruses,
* intentional acts of vandalism and similar events; and

+ fires, floods, earthquakes, and other natural disasters.

Damages or interruptions due to any of the foregoing could result in, among other things, difficulties managing and operating our business
efficiently, such as with the timely issuances of hillings, physical and electronic loss of customer, employee or financial data, security breaches,
misappropriation of property, and other adverse consequences. The lack of redundancy for some of our information technology systems, including
billing systems, could exacerbate the impact of any of the foregoing events. Additionally, we may not be successful in further developing,
implementing or acquiring technology to enable us to continue to operate at our current level of efficiency or to meet the future needs of our
business. Any of the foregoing could have amaterial adverse impact on our business, financial condition, results of operations, and cash flows.

Maintaining our operational technology and information technology systems or implementing new systems could result in higher than
expected costs or otherwise adversely impact our internal controls environment, operations, and profitability.

Upgrades and improvements to computer systems and networks, or the implementation of new systems, may require substantial amounts of
management’s time and financial resources to complete, and may also result in system or network defects or operational errors due to multiple
factors, including employees' ability to effectively use such new or upgraded system. While we continue to implement technology to improve our
business processes and customer interactions, any technical or other difficulties in transitioning, upgrading or improving existing or implementing
new technology systems may increase costs beyond those anticipated and have an adverse or disruptive effect on our operations and reporting
processes, including our internal control over financial reporting. We may also experience difficulties integrating current systems with new or
upgraded systems, which may impact our ability to serve our customers effectively or efficiently. Although we make efforts to minimize any adverse
impact on our controls, business and operations, we cannot assure that all such impacts have been or will be mitigated, and any such impacts could
have a material adverse impact on our business, financial condition, results of operations, and cash flows.

Risks Related to the Owner ship of Our Common Stock

The concentration of our stock ownership with our officers, directors, certain stockholders, and their affiliates will limit your ability to
influence corporate matters.

Our directors, executive officers, and stockholders holding more than 5% of our capital stock and their affiliates beneficially own, in the aggregate,
approximately 54% of our outstanding common stock, including 42.9% held by our director, William S. Levine. As aresult, these stockholders are
able to exercise significant influence over all matters requiring stockholder approval, including the election of directors and approval of significant
corporate transactions, such as a merger or other sale of us or our assets. This concentration of ownership could limit your ability to influence
corporate matters and may have the effect of delaying or preventing a third party from acquiring control over us. There can be no assurance that
their interestswill not conflict with the interests of our other stockholders.

Our common stock may be volatile or may decline regardless of our operating performance, and you may not be able to resell your shares at or
above your purchase price.

The market price for our common stock islikely to be volatile, due to many factors, outside our control, including those described elsewhere in this
“Risk Factors” section, aswell asthe following:
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» our operating and financial performance and prospects;



* our quarterly or annual earnings or those of other companiesin our industry compared to market expectations;
« conditionsthat impact demand for our services,

«  future announcements concerning our business or our competitors' businesses;

+ thepublic’'sreaction to our press releases, other public announcements, and filings with the SEC;

+ thesizeof our public float;

» coverage by or changesin financial estimates by investment analysts or failure to meet their expectations;

+ themarket'sreaction to our reduced disclosure as aresult of being an “ emerging growth company” under the JOBS Act;
* market and industry perception of our success, or lack thereof, in pursuing our growth strategy;

+ strategic actions by us or our competitors, such as acquisitions or restructurings,

+ changesin laws or regulations which adversely affect our industry or us;

« changesin accounting standards, policies, guidance, interpretations, or principles;

+ changesin senior management or key personnel;

* issuances, exchanges, or sales, or expected issuances, exchanges, or sales of our capital stock;

+ changesin our dividend policy;

* adverseresolution of new or pending litigation against us; and

» changesin general market, economic, and political conditionsin the U.S., and global economies or financial markets, including those
resulting from natural disasters, terrorist attacks, acts of war, and responses to such events.

In addition, stock markets have experienced extreme price and volume fluctuations that have affected and continue to affect the market prices of
equity securities of many companiesin our industry. In the past, stockholders have instituted securities class action litigation following periods of
market volatility. If we were involved in securities litigation, we could incur substantial costs and our resources and the attention of management
could be diverted from our business.

Our failure to achieve and maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley
Act as a public company could have a material adverse effect on our business and share price.

We have to comply with Section 404(a) of the Sarbanes-Oxley Act. Section 404(a) of the Sarbanes-Oxley Act requires annual management
assessments of the effectiveness of our internal control over financial reporting. Additionally, once we are no longer deemed an emerging growth
company or asmaller reporting company that is a non-accelerated filer, our independent registered public accounting firm will be required pursuant
to Section 404(b) of the Sarbanes-Oxley Act to attest to the effectiveness of our internal control over financial reporting on an annual basis. The
rules governing the standards that must be met for our management to assess our internal control over financial reporting are complex and require
significant documentation, testing, and possible remediation.

Internal control over financial reporting is a process designed to provide reasonabl e assurance regarding the reliability of financial reporting and the
preparation of financial statements in accordance with generally accepted accounting principles. We may encounter problems or delays for any
requested improvements and receiving a favorable attestation in connection with the attestation to be provided by our independent registered
public accounting firm after we cease to be an emerging growth company or a smaller reporting company that is a non-accelerated filer. If our
independent registered public accounting firm is unable to provide an unqualified attestation report on our internal controls after we cease to be an
emerging growth company or a smaller reporting company that is a non-accelerated filer, investors could lose confidence in our financial
information and the price of our common stock could decline.

Additionally, the existence of any material weakness or significant deficiency would require management to devote significant time and incur
significant expense to remediate any such material weakness or significant deficiency and management may not be able to remediate any such
material weakness or significant deficiency in atimely manner. The existence of any material weaknessin our internal control over financial reporting
could also result in errorsin our financial statements that could require us to restate our financial statements, cause us to fail to meet our reporting
obligations, and cause stockholdersto lose
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confidence in our reported financial information, all of which could materially and adversely affect our business and share price.

We cannot assure you that we will pay dividends on our common stock, and our indebtedness could limit our ability to pay dividends on our
common stock.



We currently intend to continue to pay a regular monthly dividend on our common stock of $0.0241 per share ($0.2892 per share annually), or an
aggregate of approximately $6.5 million on an annual basis. However, our future dividend policy is subject to our compliance with applicable law,
and depends on, among other things, our results of operations, financial condition, level of indebtedness, capital requirements, contractual
restrictions, restrictions in our debt agreements and in any preferred stock we may issue in the future, business prospects, and other factors that
our board of directors may deem relevant. Dividend payments are not mandatory or guaranteed; there can be no assurance that we will continue to
pay adividend in the future.

Taking advantage of the reduced disclosure requirements applicable to emerging growth companies and smaller reporting companies may
make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in Section 2(a) of the Securities Act, as modified by the JOBS Act. As such, we are eligible to
take advantage of certain exemptions from various reporting requirements that are applicable to other public companies that are not emerging
growth companies including, but not limited to, (i) not being required to comply with the auditor attestation requirements of Section 404(b) of the
Sarbanes-Oxley Act; (ii) reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements; and
(iii) exemptions from the requirements of holding a non-binding advisory vote on executive compensation and of shareholder approval of any
golden parachute payments not previously approved. We have elected to adopt these reduced disclosure requirements.

In addition, Section 107 of the JOBS Act also provides that an emerging growth company can take advantage of the extended transition period
provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards. In other words, an emerging growth
company can delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. We have
elected to take advantage of this extended transition provision. See “—Risks Related to the Ownership of Our Common Stock—Our election to take
advantage of the JOBS Act extended accounting transition period may make our financial statements more difficult to compare to other public
companies.”

We could remain an emerging growth company through 2021 or until the earliest of (i) the last day of the first fiscal year in which our annual gross
revenues exceed $1.07 billion; (ii) the date that we become a “large accelerated filer” as defined in Rule 12b-2 under the Exchange Act, which would
occur if the market value of our common stock that is held by non-affiliates exceeds $700 million as of the last business day of our most recently
completed second fiscal quarter; and (iii) the date on which we have issued more than $1 hillion in non-convertible debt securities during the
preceding three-year period.

We are also a“smaller reporting company” as defined in the Exchange Act. We may continue to be a smaller reporting company even after we are
no longer an emerging growth company. We may take advantage of certain of the scaled disclosures available to smaller reporting companies and
will be able to take advantage of these scaled disclosures for so long as our voting and non-voting common stock held by non-affiliatesislessthan
$250 million measured on the last business day of our second fiscal quarter, or our annual revenue isless than $100 million during the most recently
completed fiscal year and our voting and non-voting common stock held by non-affiliates is less than $700 million measured on the last business
day of our second fiscal quarter. Similar to emerging growth companies, smaller reporting companies that are non-accelerated filers are exempt from
the auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act.

We cannot predict if investors will find our common stock |ess attractive as a result of our taking advantage of these exemptions and as a result,
there may be aless active trading market for our common stock and our stock price may be more volatile.

Our election to take advantage of the JOBS Act extended accounting transition period may make our financial statements more difficult to
compareto other public companies.

Pursuant to the JOBS Act, as an “emerging growth company,” we must make an election to opt in or opt out of the extended transition period for
any new or revised accounting standards that may be issued by the Financial Accounting Standards Board (“FASB”). We have elected to opt in
and take advantage of this extended transition provision. This means that, when a standard is issued or revised and it has different application
dates for public or private companies, we can, for so long as we are an emerging growth company, adopt the timeline applicable for private
companies. This may make comparison of our financial statements with any other public company that is not an emerging growth company (or an
emerging growth company that has
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opted out of using the extended transition provision) difficult or impossible as aresult of our use of different accounting standards.

Delaware law, certain provisions in our certificate of incorporation and bylaws, and regulations of the ACC may prevent efforts by our
stockholdersto change the direction or management of the Company.

We are a Delaware corporation, and the anti-takeover provisions of Delaware law impose various impediments to the ability of a third party to
acquire control of us, even if achange of control would be beneficial to our existing stockholders. In addition, our amended and restated certificate
of incorporation and amended and restated bylaws contain provisions that may make the acquisition of our company more difficult, including, but



not limited to, the following:

+ only allowing our board of directors, Chairman of our board of directors, Chief Executive Officer, or President to call special meetings of our
stockholders;

»  setting forth specific procedures regarding how our stockhol ders may present proposals or nominate directors for election at stockholder
meetings;

*  requiring advance notice and duration of ownership requirements for stockholder proposals;
*  permitting our board of directorsto issue preferred stock without stockholder approval; and

» limiting the rights of stockholders to amend our bylaws.

These provisions could discourage, delay, or prevent a transaction involving a change in control of our company. These provisions could also
discourage proxy contests and make it more difficult for you and other stockholders to elect directors of your choosing and cause us to take other
corporate actions you desire. In addition, because our board of directorsis responsible for appointing the members of our management team, these
provisions could in turn affect any attempt by our stockholders to replace current members of our management team.

Additionally, the ACC must determine that certain types of transactions will not impair our financial status, prevent us from attracting capital at fair
and reasonable terms, or impair our ability to provide safe, reasonable, and adequate service. Pursuant to this regulatory mandate, the ACC may
impose conditions that could discourage, delay, or prevent a transaction involving achangein control of our company.

General Risk Factors
Weincur costs asaresult of being a public company in the U.S.

Asapublic company in the U.S., we incur significant legal, accounting, insurance, and other expenses, including costs associated with U.S. public
company reporting requirements. The expensesincurred by U.S. public companies generally for reporting and corporate governance purposes have
been increasing. We expect these rules and regulations to increase our legal and financial compliance costs and to make some activities more time-
consuming and costly. These laws and regulations could also make it more difficult or costly for us to obtain certain types of insurance, including
director and officer liability insurance, and we may be forced to accept reduced policy limits and coverage or incur substantially higher costs to
obtain the same or similar coverage. Furthermore, if we are unable to satisfy our obligations as a public company, we could be subject to delisting of
our common stock, fines, sanctions and other regulatory action, and potentially civil litigation.

Substantial future sales of our common stock, or the perception in the public markets that these sales may occur, may depress our stock price.

Sales of substantial amounts of our common stock in the public market, or the perception that these sales could occur, could adversely affect the
price of our common stock and could impair our ability to raise capital through the sale of additional shares.

We have also filed a registration statement registering under the Securities Act of 1933, as amended (the “ Securities Act”), the shares of our
common stock reserved for issuance in respect of stock options and other incentive awards granted to our officers and certain of our employees. If
these officers or employees cause alarge number of securities to be sold in the public market, such sales could also reduce the trading price of our
common stock and impede our ability to raise future capital.

If our operating and financial performance in any given period does not meet the guidance that we provide to the public or the expectations of
investment analysts, our stock price may decline.

We may provide public guidance on our expected operating and financial results for future periods. Any such guidance will be comprised of
forward-looking statements subject to the risks and uncertainties described in this Form 10-K and in our other
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public filings with the SEC and public statements. Whether or not we provide guidance, investment analysts may publish their estimates of our
future financial performance. Our actual results may not always be in line with or exceed any guidance we have provided or the expectations of
investment analysts, especially in times of economic uncertainty. If, in the future, our operating or financial results for a particular period do not
meet any guidance we provide or the expectations of investment analysts or if we or investment analysts reduce estimates of our performance for
future periods, the market price of our common stock may decline.

If investment analysts cease to publish research or reports about our business or if they publish negative evaluations of our common stock, the
price of our common stock could decline.

The trading market for our common stock will rely in part on the research and reports that investment analysts publish about us or our business.
However, if no or few analysts commence coverage of the Company, the trading price of our stock would likely decrease. Even if we do obtain such



analyst coverage, if one or more of the analysts covering our business downgrade their evaluations of our stock, the price of our common stock
could decline. If one or more of these analysts cease to cover our common stock, we could lose visibility in the market for our stock, which in turn
could cause our common stock price to decline.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Thefollowing table lists the properties that we own or |ease:

Owned or
Nature of Property L ocation Operated By L eased
Corporate Offices Phoenix, Arizona Global Water Resources, Inc. Leased
Wastewater Treatment Plant Maricopa, Arizona Global Water - Palo Verde Utilities Company, Inc. Owned
Global Water Center - Regional Office Maricopa, Arizona Global Water - Palo Verde Utilities Company, Inc. Owned
Wastewater Utility Plant 8 Lift Stations - Maricopa, Arizona Global Water - Palo Verde Utilities Company, Inc. Owned
Water Utility Plant 16 Well Sites - Maricopa, Arizona Global Water - Santa Cruz Water Company, Inc. Owned
Water Utility Plant 5 Water Distribution Sites - Maricopa, Arizona Global Water - Santa Cruz Water Company, Inc. Owned
Water Utility Plant 9 sites - Western Maricopa County, Arizona Global Water - Greater Tonopah Water Company, Inc. Owned
Water Utility Plant 4 sites - Northern Maricopa County, Arizona  Global Water - Northern Scottsdale Water Company, Inc. Owned
Water Utility Plant Western Maricopa County, Arizona Global Water - Eagletail Water Company, Inc. Owned
Irrigation Utility Plant Mesa, Arizona Global Water - Turner Ranches Irrigation, Inc. Owned
Water Utility Plant Red Rock, Arizona Global Water - Red Rock Utilities Company. Inc. Owned
Wastewater Utility Plant Red Rock, Arizona Global Water - Red Rock Utilities Company. Inc. Owned
Water Utility Plant Tucson, Arizona Global Water - Mirabell Water Company, Inc. Owned
Water Utility Plant Tucson, Arizona Global Water - Francesca Water Company, Inc. Owned
Water Utility Plant Tucson, Arizona Global Water - Tortolita Water Company, Inc. Owned
Water Utility Plant Tucson, Arizona Global Water - Lyn Lee Water Company, Inc. Owned

We believe that our existing properties are adequate to meet our current needs.

ITEM 3. LEGAL PROCEEDINGS

In the ordinary course of business, we may, from time to time, be subject to various pending and threatened lawsuits in which claims for monetary
damages are asserted. To our knowledge, we are not involved in any legal proceeding which is expected to have a material effect on us.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II
ITEM 5. MARKET FOR REGISTRANT'SCOMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND | SSUER PURCHASES OF

EQUITY SECURITIES
Market Information

Our common stock is listed on the NASDAQ Global Market (“NASDAQ") under the symbol “GWRS’. Our common stock began trading on the
NASDAQ on April 28, 2016. There was no public market for GWRS common stock prior to April 28, 2016.

Shareholders

Asof March 1, 2021, there were approximately 10 shareholders of record of our common stock. Because many shares of our common stock are held
by brokers and other institutions on behalf of stockholders, we are unable to estimate the total number of stockholders represented by these
holders of record.

Dividends



We currently intend to continue to pay a regular monthly dividend of $0.02434 per share ($0.29208 per share annually). However, our future
dividend policy is subject to our compliance with applicable law, and depending on, among other things, our results of operations, financial
condition, level of indebtedness, capital requirements, contractual restrictions, restrictions in our debt agreements and in any preferred stock we
may issue in the future, business prospects, and other factors that our board of directors may deem relevant. See “Management’s Discussion and
Analysis of Results of Operations and Financial Condition — Liquidity and Capital Resources’ in Part 11, Item 7 of this Form 10-K for a discussion of
provisions of our senior secured notes and our revolving credit facility that [imit the payment of dividends.
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Performance Graph

The following graph compares the relative performance of our common stock, the S& P 500 Index, and our Peer Group Index. This graph covers the
period from April 28, 2016 (the first day GWRS common stock began trading on the NASDAQ) through December 31, 2020. The graph assumes that
$100 wasinvested on April 28, 2016 in the common stock of GWRS, the S& P 500 Index, and our Peer Group Index, and al so assumes reinvestment of
dividends. The stock price performance on the following graph is not necessarily indicative of future stock price performance.

COMPARISION OF 56 MONTH CUMILATIVE TOTAL RETURN*
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—Jll— Global Water Resources, Inc. —@— S&P 500 Index Peer Group Index**
* $100 invested on April 28, 2016 in stock or index, including reinvestment of dividends. Fiscal year ending December 31.

** Peer group includes American States Water Company, American Water Works, Aqua America, Inc., Artesian Resources Corp., California Water,
SIW Group, Middlesex Water Company, and Y ork Water Co.

4/28/16 12/31/16 12/3117 12/31/18 12/31/19 12/31/20
Global Water Resources, Inc. $ 100.00 $ 14578 $ 14991 $ 163.04 $ 21178 $ 232.44
S&P 500 Index $ 100.00 $ 10785 $ 12880 $ 120.76 $ 15564 $ 180.94
Peer Group Index** $ 100.00 $ 11788 $ 14410 $ 161.07 $ 207.70 $ 231.18

Issuer Purchases of Equity Securities
None.
Unregistered Sales of Equity Securities

None.
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ITEM 6. [RESERVED]
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ITEM 7. MANAGEMENT'SDISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following management’s discussion and analysis of financial condition and results of operations (* MD&A") should be read in conjunction
with the consolidated financial statements and accompanying notesincluded in Part 1, [tem 8 of this Form 10-K.

Overview

We are a water resource management company that owns, operates, and manages water, wastewater, and recycled water utilities in strategically
located communities, principally in metropolitan Phoenix, Arizona. GWRI seeks to deploy an integrated approach, which the Company refersto as
“Total Water Management”. Total Water Management is a comprehensive approach to water utility management that reduces demand on scarce
non-renewable water sources and costly renewable water supplies, in a manner that ensures sustainability and greatly benefits communities both
environmentally and economically. This approach employs a series of principles and practices that can be tailored to each community:

* Reuse of recycled water, either directly or to non-potable uses, through aquifer recharge, or direct potable reuse;

*  Regional planning;
* Useof advanced technology and data;
*  Employing subject matter experts and remaining thought and application leaders;

* Leading outreach and educational initiatives to ensure all stakeholdersincluding customers, development partners, regulators, and utility
staff are knowledgeable on the principles and practices of our Total Water Management approach; and

«  Establishing partnerships with communities, developers, and industry stakeholdersto gain support of our Total Water Management
principles and practices.

COVID-19 Update

In late 2019, a novel strain of coronavirus (COVID-19) was reported to have surfaced in Wuhan, China. In March 2020, the World Health
Organization declared the COVID-19 outbreak a pandemic, and the President of the United States declared COVID-19 a national emergency. The
outbreak has resulted in government authorities around the world implementing numerous measures to try to reduce the spread of the COVID-19
pandemic, such as travel bans and restrictions, quarantines, shelter-in-place, stay-at-home, or total lock-down (or similar) orders and business
limitations and shutdowns. For example, the State of Arizona has implemented, from time to time, several orders promoting physical distancing,
limiting certain activities, and restricting the operations of certain businesses, including restaurants, bars, gyms, theaters, and water parks.

Our water and wastewater services are essential services and we intend to continue to provide those services for our customers. Further, we
continue to monitor the impact of the COVID-19 pandemic on our business and operations, including how it will impact our customers, employees,
suppliers, vendors, and business partners. While the COVID-19 pandemic did not have a material effect on our business operations, results of
operations, cash flows, and financial position for the twelve months ended December 31, 2020, we are unable to predict the ultimate extent to which
our business operations, results of operations, cash flows, and financial position will ultimately be impacted by the COVID-19 pandemic due to the
fluid and rapidly evolving situation.

As aresult of the economic hardships caused by the COVID-19 pandemic, we voluntarily agreed not to disconnect customers or charge late fees
during the year ended December 31, 2020. However, we resumed disconnections on February 9, 2021. We expanded our customer assistance
program to include a larger customer base, while increasing the annual maximum benefit and including additional qualifying categories to include
disabled veterans, deployed service members, furloughed workers, and customers with amedical hardship. As of December 31, 2020, COVID-19 did
not have a material impact on uncollectible accounts. However, we believe that we may be unable to collect a portion of billed revenue for some
period of time, if at all. Therefore, we could see a negative impact to our revenue, earnings, and cash flows due to the COVID-19 pandemic as this
continues through 2021. Further, our current results and financial condition discussed herein may not be indicative of future operating results and
trends. Refer to “Risk Factors’ included in Part |, Item 1A of this Form 10-K for additional risks we face due to the COVID-19 pandemic.
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Business Outlook

2019 and 2020 continued the trend of positive growth in new connections. According to the 2010 U.S. Census Data, the Phoenix metropolitan
statistical area (“MSA”") is the 14th largest MSA in the U.S. and had a population of 4.2 million, an increase of 29% over the 3.3 million people
reported in the 2000 Census. Metropolitan Phoenix continues to grow due to its low-cost housing, excellent weather, large and growing universities,
adiverse employment base, and low taxes. The Employment and Population Statistics Department of the State of Arizona predicts that the Phoenix
Metropolitan areawill have a population of 5.7 million people by 2030 and 6.5 million by 2040. During the twelve months ended December 31, 2020,
even though Arizona s employment rate decreased by 2.7%, the state ranked in the top nine nationally for job growth.

According to the W.P. Carey School of Business Greater Phoenix Blue Chip Real Estate Consensus Panel (“Greater Phoenix Blue Chip”), single
family permits increased by 36.3% in the fourth quarter of 2020 compared to fourth quarter of 2019, and permits are forecasted to increase to 29,000
and 30,000 in 2021 and 2022, respectively.

For selected jurisdictions in the Phoenix area combined, the Homebuilders Association of Central Arizona reported that single family housing
permits grew 18% to 28,704 unitsin 2020. In the City of Maricopa, where Global Water has its largest water and wastewater permitted utility service
area, the Home Builders Association of Central Arizonareportsthat permits are up 53% year-over-year.

We believe that our utilities and service areas are directly in the anticipated path of growth primarily in the metropolitan Phoenix area. Market data
indicates that our service areas currently incorporate alarge portion of thefinal platted lots, partially finished lots, and finished lotsin metropolitan
Phoenix. Management believes that we are well-positioned to benefit from the near-term growth in metropolitan Phoenix due to the availability of
lots and existing infrastructure in place within our services areas.

Factors Affecting our Results of Operations

Our financial condition and results of operations are influenced by avariety of industry-wide factors, including but not limited to:
*  population and community growth;
* economic and environmental utility regulation;
*  economic environment;
* theneed for infrastructure investment;
*  production and treatment costs;
*  weather and seasonality; and
* accessto and quality of water supply.

The COVID-19 pandemic may impact the degree to which these factors affect our financial condition and results of operations as discussed above
under "COVID-19 Update."

We are subject to economic regulation by the state regulator, the Arizona Corporation Commission (“ACC”). The U.S. federal and state
governments also regulate environmental, health and safety, and water quality matters. We continue to execute on our strategy to optimize and
focus the Company in order to provide greater value to our customers and shareholders by aiming to deliver predictable financial results, making
prudent capital investments, and focusing our efforts on earning an appropriate rate of return on our investments.

Population and Community Growth

Population and community growth in the metropolitan Phoenix area served by our utilities have a direct impact on our earnings. An increase or
decrease in our active service connections will affect our revenues and variable expenses in a corresponding manner. Our total service connections,
including both active service connections and connections to vacant homes, increased 2,961 connections, or 6.4%, from a total of 46,197 as of
December 31, 2019 to 49,158 as of December 31, 2020. This increase is due primarily to organic growth in new connections combined with the
acquisitions of Global Water - Mirabell Water Company ("Mirabell"), Global Water - Francesca Water Company ("Francesca"), Global Water -
Tortolita Water Company (" Tortolita"'), and Global Water - Lyn Lee Water Company ("Lyn Lee"), which added 262 total service connections.

As of December 31, 2020, we have 48,899 active service connections compared to 45,823 active service connections as of December 31, 2019, an
increase of 3,076, or 6.7%. Aswith the increase in total service connections, the increase is due primarily to the organic growth in new connections.



Approximately 92.8% of the 48,899 active service connections are serviced by our Global Water - Santa Cruz Water Company, Inc. (“ Santa Cruz”)
and Global Water - Palo Verde Utilities Company, Inc. (“Palo Verde") utilities as of December 31, 2020.

The graph below presents the historical change in active and total connections for our ongoing operations, adjusting for the July 2015
condemnation of the assets and operations of VaenciaWater Company ("Vaencia") and the May 2016 sale of Willow Valley.
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Economic and Environmental Utility Regulation

We are subject to extensive regulation of our rates by the ACC, which is charged with establishing rates based on the provision of reliable service
at areasonable cost while also providing an opportunity to earn afair rate of return on rate base for investors of utilities. The ACC uses a historical
test year to evaluate whether the plant in service is used and useful, to assess whether costs were prudently incurred, and to set “just and
reasonable’ rates. Rate base is typically the depreciated original cost of the plant in service (net of contributions in aid of construction (“CIAC")
and advances in aid of construction (“AIAC”) which are funds or property provided to a utility under the terms of a main extension agreement, the
value of which may be refundable), that has been determined to have been “prudently invested” and “used and useful”, although the
reconstruction cost of the utility plant may also be considered in determining the rate base. The ACC also decides on an applicable capital structure
based on actual or hypothetical analyses. The ACC determines a “rate of return” on that rate base, which includes the approved capital structure
and the actual cost of debt and afair and reasonable cost of equity based on the ACC's judgment. The overall revenue requirement for rate making
purposes is established by multiplying the rate of return by the rate base and adding “prudently” incurred operating expenses for the test year,
depreciation, and any applicable pro forma adjustments.

To ensure an optimal combination of access to water and water conservation balanced with a fair rate of return for investors, our water utility
operating revenue is based on two components: a fixed fee and a consumption or volumetric fee. For our water utilities, the fixed fee, or “basic
service charge,” provides access to water for residential usage and has generally been set at a level to produce 50% of total revenue. The
volumetric fee is based on the total volume of water supplied to a given customer after the minimum number of gallons, if any, covered by the basic
service charge, multiplied by a price per gallon set by atariff approved by the ACC. A discount to the volumetric rate applies for customers that use
less than an amount specified by the ACC. For al investor-owned water utilities, the ACC requires the establishment of inverted tier conservation
oriented rates, meaning that the price of water increases as consumption increases. For wastewater utilities, wastewater collection, and treatment



can be based on volumetric or fixed fees. Our wastewater utility services are billed based solely on afixed fee, determined by the size of the water
meter installed. Recycled water is sold on avolumetric basis with no fixed fee component.

We are required to file rate cases with the ACC to obtain approval for a change in rates. Rate cases and other rate-related proceedings can take a
year or more to complete. As aresult, there is frequently a delay, or regulatory lag, between the time of a capital investment or incurrence of an
operating expense increase and when those costs are reflected in rates. In normal conditions, it would not be uncommon to see us file for a rate
increase every three years based on year one being the test year, year two being the rate case filing year, and year three being the rate case award
year. However, based on our settlement with the ACC in 2014 and extended new rate phase-in period, we did not initiate the next rate case on this
timeline. On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled
water rates, as well as the consolidation of water and/or wastewater rates for certain of the utilities, using the twelve months ending December 31,
2019 asthetest year for therate case. Refer to “—Rate Case Activity” and “—Corporate Transactions—ACC Rate Case” for additional information.

Our water and wastewater operations are also subject to extensive United States federal, state, and local laws and regulations governing the
protection of the environment, health and safety, the quality of the water we deliver to our customers, water allocation rights, and the manner in
which we collect, treat, and discharge wastewater. We are also required to obtain various environmental permits from regulatory agencies for our
operations. The ACC also sets conditions and standards for the water and wastewater services we deliver. We incur substantial costs associated
with compliance with environmental, health and safety, and water quality regulation.

Environmental, health and safety, and water quality regulations are complex and change frequently, and they have tended to become more stringent
over time. As newer or stricter standards are introduced, they could increase our operating expenses. We would generally expect to recover
expenses associated with compliance for environmental and health and safety standards through rate increases, but this recovery may be affected

by regulatory lag.

Economic Environment

The growth of our customer base depends almost entirely on the success of developersin developing residential and commercial properties within
our service areas. Real estate development is a cyclical industry and development in our service areas is contingent upon construction or
acquisition of major public improvements, such as arterial streets, drainage facilities, telephone and electrical facilities, recreational facilities, street
lighting, and local in-tract improvements (e.g., site grading). Many of these improvements are built by municipalities with public financing, and
municipal resources and access to capital may not be sufficient to support development in areas of rapid population growth. For additional
information and risks associated with the economic environment, see “ Risk Factors’ in Part |, Item 1A of this Form 10-K.

Infrastructure I nvestment

Capital expenditures for infrastructure investment are acomponent of the rate base on which our regulated utility subsidiaries are allowed to earn an
equity return. Capital expenditures for infrastructure provide a basis for earnings growth by expanding our “used and useful” rate base, which is a
component of our permitted return on investment and revenue requirement. We are generally able to recover a rate of return on these capital
expenditures (return on equity and debt), together with debt service and certain operating costs, through the rates we charge.

We have made significant capital investments in our territories within the last sixteen years, and because the infrastructure remains in the early
stages of its useful life, we do not expect comparable capital investments to be required in the near term, either for growth or to maintain the existing
infrastructure. Nevertheless, we have an established capital improvement plan to make targeted capital investments to add capacity for growth in
new service areas as required, repair and replace existing infrastructure as needed, address operating redundancy requirements, and improve our
overall financia performance, by lowering expenses and increasing revenue.
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Additionally, to reduce our cash tax obligation associated with our deferred tax liability of approximately $19.4 million resulting from the gain on the
condemnation of the operations and assets of Valencia, we have completed the planned investments within our capital improvement plan that we
determined will qualify under the Internal Revenue Code 81033 re-investment criteria pursuant to afavorable Private Letter Ruling with the Internal
Revenue Service (the "IRS"). Refer to “—Corporate Transactions—Private L etter Ruling” for additional information.

Production and Treatment Costs

Our water and wastewater services require significant production resources and therefore result in significant production costs. Although we are
permitted to recover these costs through the rates we charge, regulatory lag can decrease our margins and earnings if production costs or other
operating expenses increase significantly before we are able to recover them through increased rates. Our most significant costs include labor,
chemicals used to treat water and wastewater, and power used to operate pumps and other equipment. Power and chemical costs can be volatile.
However, we employ a variety of technologies and methodologies to minimize costs and maximize operational efficiencies. Additionally, with our
Total Water Management approach, whereby we maximize the direct beneficial reuse of recycled water, we can realize significant treatment costs
and power savings because smaller volumes of water are required for potable use. Many utilities require that all water be treated to potable



standards irrespective of use. Total Water Management focuses on the right water for the right use. Potable water is needed for consumption and
recycled water is acceptable for non-potable uses such as irrigation. Non-potable water does not need to be treated for commonly occurring and
regulated constituents such as arsenic, or for other current or future human consumption health-based contaminants.

Weather and Seasonality

Our ability to meet the existing and future water demands of our customers depends on an adequate supply of water. Drought, overuse of sources
of water, the protection of threatened species or habitats, or other factors may limit the availability of ground and surface water. Also, customer
usage of water and recycled water is affected by weather conditions, particularly during the summer. Our water systems generally experience higher
demand in the summer due to the warmer temperatures and increased usage by customers for irrigation and other outdoor uses. However, summer
weather that is cooler or wetter than average generally suppresses customer water demand and can have a downward effect on our operating
revenue and operating income. Conversely, when weather conditions are extremely dry, our business may be affected by government-issued
drought-related warnings and/or water usage restrictions that would artificially lower customer demand and reduce our operating revenue. For
additional information and risks associated with weather and seasonality, see “Risk Factors,” included in Part I, Item 1A of this Form 10-K. The
limited geographic diversity of our service areas makes the results of our operations more sensitive to the effect of local weather extremes. The
second and third quarters of the year are generally those in which water services revenue and wastewater services revenues are highest.
Accordingly, interim results should not be considered representative of the results of afull year.

Access to and Quality of Water Supply

In many areas of Arizona (including certain areas that we service), water supplies are limited and, in some cases, current usage rates exceed
sustainable levels for certain water resources. We currently rely predominantly (and are likely to continue to rely) on the pumping of groundwater
and the generation and delivery of recycled water for non-potable uses to meet future demands in our service areas. At present, groundwater (and
recycled water derived from groundwater) is the primary water supply available to us. In addition, regulatory restrictions on the use of groundwater
and the development of groundwater wells, lack of available water rights, drought, overuse of local or regional sources of water, protection of
threatened species or habitats, or other factors, including climate change, may limit the availability of ground or surface water. For additional
information and risks associated with the access to and quality of water supply, see “Risk Factors,” included in Item 1A of this Form 10-K.

Rate Case Activity

On July 9, 2012, we filed rate applications with the ACC to adjust the revenue requirements for seven utilities. In August 2013, we entered into a
settlement agreement with the ACC staff, the Residential Utility Consumers Office, the City of Maricopa, and other parties to the rate case. The
settlement required approval by the ACC before it could take effect. In February 2014, the rate case proceedings were completed and the ACC
issued Rate Decision No. 74364, approving the settlement agreement. The collective rate increase included a 9.5% return on common equity which
contributed to a 15% increase over revenuein 2011.

For our utilities, adjusting for the condemnation of the operations and assets of Valencia and the sale of Willow Valley, the settlement provided for
a collective aggregate revenue requirement increase of $3.6 million based on 2011 test year service connections, phased-in over time, with the first
increase in January 2015 as follows (in thousands, not updated for the Federal Tax Cuts and Jobs Act (the “TCJA"), refer to "—Corporate
Transactions—ACC Tax Docket" for further details):

I ncremental Cumulative
2015 $ 1,083 $ 1,083
2016 887 1,970
2017 335 2,305
2018 335 2,640
2019 335 2,975
2020 335 3,310
2021 335 3,645

Whereas this phase-in of additional revenues was determined using a 2011 test year, to the extent that the number of active service connections has
increased and continues to increase from 2011 levels, the additional revenues may be greater than the amounts set forth above. On the other hand,
if active connections decrease or we experience declining usage per customer, we may not realize all of the anticipated revenues.

On September 20, 2018, the ACC issued Rate Decision No. 76901, which set forth the reductions in revenue for our Santa Cruz, Palo Verde, Water
Utility of Greater Tonopah ("Greater Tonopah"), and Water Utility of Northern Scottsdale ("Northern Scottsdale") utilities due to the TCJA. Rate
Decision No. 76901 adopted the phase-in approach for the reductions to match the phase-in of our revenue requirement under Rate Decision No.
74364. Refer to "— Corporate Transactions — ACC Tax Docket" for details regarding Decision No. 76901.

On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled water rates,



as well as the consolidation of water and/or wastewater rates for certain of the utilities. Refer to “— Corporate Transactions— ACC Rate Case” for
additional information.

| CFA Treatment

From 2003 to 2008, we entered into approximately 154 infrastructure coordination and financing agreements (“ICFASs’) with developers and
landowners covering approximately 275 square miles. Under these agreements, we have a contractual obligation to the developers and landowners
to ensure that amongst other things, physical capacity exists through our regulated utilities for water and wastewater to the landowner/devel oper
when needed. We receive fees from the landowner/devel oper for undertaking these obligations that typically are a negotiated amount per planned
equivalent dwelling unit for the specified development or parcel of land. Payments are generally due to us from the landowner/devel oper based on
progress of the development, with a portion due upon signing of the agreement, a portion due upon completion of certain milestones and the final
payment due upon final plat approval or sale of the subdivision. The payments are non-refundable. Our investment can be considerable, as we may
phase-in the construction of facilitiesin accordance with aregional master plan, as opposed to a single development.

With the issuance of Rate Decision No. 74364, in February 2014, the ACC changed how ICFA funds would be characterized and accounted for
going forward. Most notably, the ACC changed the rate treatment of ICFA funds. ICFA funds already received or which had become due prior to
the date of Rate Decision No. 74364 were accounted for in accordance with our ICFA revenue recognition policy that had been in place prior to the
2010 Regulatory Rate Decision, wherein the funds received are recognized as revenue once the obligations specified in the ICFA were met. Rate
Decision No. 74364 prescribes that of the ICFA funds which come due and are paid subsequent to December 31, 2013, 70% of the ICFA funds will
be recorded in the associated utility subsidiary as a hook-up fee (“HUF") liability, with the remaining 30% to be recorded as deferred revenue, until
such time that the HUF tariff is fully funded, after which the remaining funds will be recorded as deferred revenue in accordance with our ICFA
revenue recognition policy. A HUF tariff, specifying the dollar value of a HUF for each utility, was approved by the ACC as part of Rate Decision
No. 74364. We are responsible for assuring the full HUF value is paid from ICFA proceeds, and recorded in its full amount by predetermined
milestonesin Rate Decision No. 74364, evenif it resultsin recording more or less than 30% of the ICFA fee as deferred revenue.

We account for the portion of future payments received under these agreements allocated to HUF liability as CIAC. However, from the regulator’'s
perspective, HUFs do not impact rate base until the related funds are expended. These funds are segregated in a separate bank account and used to
construct plant assets. The HUF liability isto be relieved once the funds are used for the construction of plant. For facilities required under a hook-
up fee or ICFA, we must first use the HUF funds received, after which we may use debt or equity financing for the remainder of construction. The
deferred revenue portion of these fees is recognized as revenue once the obligations specified within the applicable ICFA are met, including
construction of sufficient operating capacity to serve the customers for which revenue was deferred.

Pursuant to Rate Decision No. 74364, we have agreed not to enter into any new |CFAS, and instead will utilize HUF tariffs, which have become an
acceptable industry practice in Arizona. As part of the settlement, a HUF tariff was established for each utility. Existing ICFAs will remain in place,
with 70% of future ICFA payments to be recorded as HUFs until the HUF liability is fully funded. The HUF liability is relieved as funds are
expended to construct plant, at which time a corresponding amount is recorded to CIAC. The portion of |CFA proceeds not recorded as HUF will be
recorded as revenue or deferred revenue, in accordance with our | CFA revenue recognition policy.

In addition to ICFAs, we have various line extension agreements with developers and builders, through which funds, water line extensions or
wastewater line extensions are provided to us by the developers and are considered refundable advances for construction. These AIACs are
subject to refund by us to the developers through annual payments that are computed as a percentage of the total annual gross revenue earned
from customers connected to utility services constructed under the agreement over a specified period. Upon the expiration of the agreements
refunding period, the remaining balance of the A1AC becomes nonrefundable and at that time is considered CIAC. CIAC isamortized as areduction
of depreciation expense over the estimated remaining life of the related utility plant. For rate-making purposes, a utility plant funded by AIAC and
CIAC is excluded from rate base. The taxability of AIAC and CIAC was changed with the enactment of the TCJA. Previously, the majority of AIAC
and CIAC that we collected were not taxable. However, with the enactment of the TCJA, they are taxable going forward. On November 27, 2018, the
ACC ruled that the utility may require that the contributor pay a gross-up to the utility consisting of 55% of the income tax expense with the utility
covering the remaining 45% of the income tax expense. For more details regarding the ruling, refer to "—Corporate Transactions — ACC Tax
Docket."

Corporate Transactions

Stipulated Condemnation of the Operations and Assets of Valencia

On July 14, 2015, we closed the stipulated condemnation to transfer the operations and assets of Valencia to the City of Buckeye. Terms of the
condemnation were agreed upon through a settlement agreement and stipulated final judgment of condemnation wherein the City of Buckeye
acquired all the operations and assets of Valencia and assumed operation of the utility upon close. The City of Buckeye paid the Company $55.0
million at close, plus an additional $0.1 million in working capital adjustments. The City of Buckeye is obligated to pay the Company a growth
premium equal to $3,000 for each new water meter installed within Valencia's prior service areas in the City of Buckeye, for a 20-year period ending



December 31, 2034, subject to amaximum payout of $45.0 million over the term of the agreement.
Sale of Loop 303 Contracts

In September 2013, we entered into an agreement to sell certain wastewater facilities main extension agreements and offsite water management
agreements for the contemplated Loop 303 service area, along with their related rights and obligations (which we refer to collectively as the “Loop
303 Contracts”), relating to the 7,000-acre territory within a portion of the western planning area of the City of Glendale, Arizona known as the
“Loop 303 Corridor.” Pursuant to the agreement, we sold the Loop 303 Contracts to EPCOR for total proceeds of approximately $4.1 million which
was paid to us over time as certain milestones were met between EPCOR and the devel opers/landowners of the Loop 303 Corridor. As of December
31, 2020, we had received the full $4.1 million of the proceeds with the final $1.0 million having been received in March 2019. These proceeds were
recorded as other income.

Private Letter Ruling

On June 2, 2016, we received a Private Letter Ruling from the IRS that, for purposes of deferring the approximately $19.4 million gain realized from the
condemnation of the operations and assets of Valencia, determined that the assets converted upon the condemnation of such assets could be
replaced through certain reclamation facility improvements contemplated by the Company under Internal Revenue Code 81033 as property similar or
related in service or use.
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Pursuant to Internal Revenue Code §1033, we would have been able to defer the gain on condemnation through the end of 2017, which was
subsequently extended through the end of 2020. The Company fully deferred the remaining tax liability during the year ended December 31, 2020.

ACC Tax Docket

On December 20, 2017, the ACC opened a docket to address the utility ratemaking implications of the TCJA. The ACC subsequently approved an
order in February 2018 requiring Arizona utilities to apply regulatory accounting treatment, which includes the use of regulatory assets and
regulatory liabilities, to address all impacts from the enactment of the TCJA.

On September 20, 2018, the ACC issued Rate Decision No. 76901, which set forth the reductions in revenue for our Santa Cruz, Palo Verde, Greater
Tonopah, and Northern Scottsdale utilities due to lower corporate tax rates under the TCJA. Rate Decision No. 76901 adopted a phase-in approach
for the reductions to match the phase-in of our revenue requirement under Rate Decision No. 74364 enacted in February 2014. In 2020, the annual
reductions in revenue for our Santa Cruz, Palo Verde, Greater Tonopah, and Northern Scottsdale utilities were approximately $381,000, $596,000,
$16,000, and $5,000, respectively. In 2021, the fina year of the phase-in, the annual reductions in revenue for our Santa Cruz, Palo Verde, Greater
Tonopah, and Northern Scottsdale utilities will be approximately $415,000, $669,000, $16,000, and $5,000, respectively. The ACC aso approved a
carrying cost of 4.25% on regulatory liabilities resulting from the difference of the fully phased-in rates to be applied in 2021 versus the years
leading up to 2021 (i.e., 2018 through 2020).

Rate Decision No. 76901, however, did not address the impacts of the TCJA on accumulated deferred income taxes (“ADIT"), including excess
ADIT (“EADIT"). Following the ACC's request for a proposal, the Company made its proposal in filings on December 19, 2018 and July 1, 2019.
ACC staff reviewed the Company's filing and requested that the Company defer tariff revisions until such revisions can be considered in the next
rate case. ACC Staff also reguested that the Company defer consideration of the regulatory assets and regulatory liabilities associated with 2018
EADIT amortization. On July 18, 2019, the Company made a filing proposing these items be deferred to the next rate case. Refer to " — Corporate
Transactions — ACC Rate Case" for additional information regarding the Company's next rate case.

On November 27, 2018, February 20, 2019, February 28, 2019, and January 23, 2020, the ACC adopted orders relating to the funding for income taxes
on CIAC and AIAC (which became taxable for our regulated utilities under the TCJA). Those orders 1) require that under the hybrid sharing
method, a contributor will pay a gross-up to the utility consisting of 55% of the income tax expense with the utility covering the remaining 45% of
the income tax expense; 2) remove the full gross-up method option for Class A and B utilities and their affiliates (which includes all of our utilities);
3) ensure proper ratemaking treatment of a utility using the self-pay method; 4) clarify that pass-through entities that are owned by a “C”
corporation can recover tax expense according to methods allowed; and 5) require Class A and B utilities to self-pay the taxes associated with hook-
up fee contributions but permit using a portion of the hook-up fees to fund these taxes. The Company's utilities have adopted the hybrid sharing
method for income tax on CIAC and AIAC.

ACC Rate Case

On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled water rates,
which proposed a collective revenue requirement increase of $4.6 million (relative to expected revenues in 2021, which is the final year of the rate



phase-in from the last rate case) based on a 2019 test year. Certain of our utilities, including Santa Cruz and Palo Verde, have also requested that the
rate increases be phased in over three years, beginning January 1, 2022. The consolidated rate increase, if approved by the ACC, would result in the
estimated average monthly residential bill for Santa Cruz and Palo Verde customers increasing approximately $4.93, $5.72, and $4.12 in the aggregate
in each of 2022, 2023, and 2024, respectively.

We also requested the consolidation of water and/or wastewater rates for our Red Rock, Santa Cruz, Palo Verde, Picacho Water, and Picacho
Utilities. These utilities are all located in Pinal County; make up approximately 97% of the Company's active service connections; provide or will
provide water, wastewater, and recycled water services, and are expected to create economies of scale that are beneficial to al customers if
consolidated.

There can be no assurance, however, that the ACC will approve the requested rate increase or any increase or the consolidation of water and
wastewater rates described above, and the ACC could take other actions as a result of the rate case. Further, it is possible that the ACC may
determine to decrease future rates. There can also be no assurance as to the timing of when an approved rate increase (if any) would go into effect.
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Acquisition of Red Rock Utilities

On October 16, 2018, we completed the acquisition of Red Rock, an operator of awater and a wastewater utility with service areas in Pima and Pinal
counties of Arizona, for a purchase price of $5.9 million. The acquisition added over 1,650 connections and approximately 9 square miles of service
area. The Company is obligated to pay to the seller a growth premium equal to $750 for each new account established within three specified growth
premium areas, commencing in each area on the date of the first meter installation and ending on the earlier of ten years after such first installation
date or twenty years from the acquisition date. The three specified growth premium areas are located in Pima County, Arizona where Red Rock has
not yet begun operating, and where Red Rock is authorized to provide water utility services only. As of December 31, 2020, no meters have been
installed and no accounts have been established in any of the three growth premium areas. We believe this acquisition is consistent with the
Company's declared strategy of making accretive acquisitions.

Recent Events

2020 Common Stock Offering

On January 21, 2020, we completed a public offering of 870,000 shares of common stock at a public offering price per share of $12.50, for gross
proceeds of $10.9 million. On January 30, 2020, we issued an additional 130,000 shares of common stock at the public offering price of $12.50 per
share, for gross proceeds of $1.6 million, resulting in total proceeds from the offering of approximately $12.5 million. The issuance of the additional
shares was completed pursuant to the exercise in full of the underwriter's over-allotment option. We received net proceeds of approximately $11.5
million after deducting underwriting discounts and commissions and offering expenses payable by us, which collectively totaled approximately $1.0
million.

Revolving Credit Line

On April 30, 2020, the Company entered into an agreement with The Northern Trust Company, an Illinois banking corporation, for a two-year
revolving line of credit up to $10.0 million with a maturity date of April 30, 2022. This new credit facility, which may be used to refinance existing
indebtedness, to acquire assets to use in and/or expand the Company’s business, and for general corporate purposes, bears an interest rate equal
to the London Interbank Offered Rate (LIBOR) plus 2.00% and has no unused line fee. This new credit facility replaced the previous revolving line
of credit with MidFirst Bank, which was terminated in April 2020. As of December 31, 2020, we had no outstanding borrowings under this credit line.

Immaterial Acquisitions

During the twelve months ended December 31, 2020, the Company completed four immaterial acquisitions of water utilities, Mirabell, Francesca,
Tortolita, and Lyn Lee, which added 262 total service connections. We believe these acquisitions are consistent with the Company's declared
strategy of making accretive acquisitions.

Segment Reporting

Operating segments are defined as components of an enterprise about which separate financial information is available that is evaluated regularly
by the chief operating decision maker in deciding how to allocate resources and in assessing operating performance. In consideration of the
Financial Accounting Standards Board’'s Accounting Standards Codification 280, Segment Reporting, we are not organized around specific
products and services, geographic regions, or regulatory environments. We currently operate in one geographic region within the State of Arizona,
wherein each operating utility operates within the same regulatory environment.

While we report revenue, disaggregated by service type, on the face of our statement of operations, we do not manage the business based on any



performance measure at the individual revenue stream level. We do not have any customers that contribute more than 10% to our revenues or
revenue streams. Additionally, the chief operating decision maker uses consolidated financial information to evaluate our performance, which isthe
same basis on which he communicates our results and performance to our board of directors. It is upon this consolidated basis from which he bases
al significant decisions regarding the allocation of our resources on a consolidated level. Based on the information described above and in
accordance with the applicable literature, management has concluded that we are currently organized and operated as one operating and reportable
segment.
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Comparison of Results of Operationsfor the Years Ended December 31, 2020 and 2019

The following table summarizes our results of operations for the years ended December 31, 2020 and 2019 (in thousands):

For the Year Ended December 31,

2020 2019
Revenues $ 38,627 $ 35,471
Operating expenses 31,292 28,510
Operating income 7,335 6,961
Total other expense (5,459) (3,575)
Income before income taxes 1,876 3,386
Income tax expense (771) (1,162
Net income $ 1,105 $ 2,224
Basic earnings per common share $ 005 $ 0.10
Diluted earnings per common share $ 005 $ 0.10

Revenues— The following table summarizes our revenues for the years ended December 31, 2020 and 2019 (in thousands):

For the Year Ended December 31,

2020 2019
Water services $ 18,072 $ 16,143
Wastewater and recycled water services 20,394 19,263
Unregulated revenues 161 65
Total revenues $ 38627 $ 35,471

Total revenues increased $3.2 million, or 8.9%, to $38.6 million for the year ended December 31, 2020 compared to $35.5 million for the year ended
December 31, 2019. Theincrease in total revenues was driven by increased consumption and organic growth in connections.

Water Services— Water services revenue increased $1.9 million, or 11.9%, to $18.1 million for the year ended December 31, 2020 compared to $16.1
million for the year ended December 31, 2019. The increase in water services revenue was primarily due to increased consumption and organic
growth.

Water services revenue based on consumption increased $1.7 million, or 23.6%, to $8.8 million for the year ended December 31, 2020 compared to
$7.1 million for the year ended December 31, 2019. The increase in consumption revenue was primarily driven by increased residential consumption.

Active water connections increased 7.1% to 25,449 as of December 31, 2020 from 23,770 as of December 31, 2019, primarily due to growth in new
connections.

Water consumption increased 15.3% to 3.3 billion gallons for the year ended December 31, 2020, compared to 2.8 billion gallons for the year ended
December 31, 2019. The increase in consumption was primarily attributed to the increase in consumption seen across virtually all of our customers.

Water services revenue associated with the basic service charge, excluding miscellaneous charges, increased $0.5 million, or 5.4%, to $9.1 million for
the year ended December 31, 2020 compared to $8.6 million for the year ended December 31, 2019. The increase was primarily driven by an increase
in active service water connections, combined with an increase in rates rel ated to Rate Decision No. 74364.

Wastewater and Recycled Water Services — Wastewater and recycled water services revenue increased $1.1 million, or 5.9%, for the year ended
December 31, 2020 compared to the year ended December 31, 2019. The increase in wastewater and recycled water services revenue is primarily



driven by a $0.9 million increase in wastewater services revenue. The increase in wastewater services revenue is attributed to the increase in rates
related to Rate Decision No. 74364, aswell astheincreasein
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active wastewater connections, which increased 6.3% to 23,450 as of December 31, 2020 from 22,053 as of December 31, 2019.

Recycled water services revenue, which is based on the number of gallons delivered, increased $0.2 million, or 18.4%, to $1.2 million for the year
ended December 31, 2020 compared to $1.0 million for the year ended December 31, 2019. The increase in recycled water services revenue was
primarily related to the increase in connections. The volume of recycled water delivered increased 130 million gallons, or 20.3%, to 768 million
gallons for the year ended December 31, 2020 compared to 639 million gallons for the year ended December 31, 2019. Recycled water rates increased
8.6% per Rate Decision No. 74364 compared to 2019.

Operating Expenses— The following table summarizes our operating expenses for the year ended December 31, 2020 and 2019 (in thousands):
For the Year Ended December 31,

2020 2019
Operations and maintenance $ 9539 $ 7,237
Operations and maintenance - related party — 1,678
General and administrative 12,722 11,242
Depreciation 9,031 8,353
Total operating expenses $ 31,292 $ 28,510

Until December 2019, when it ceased operations, Global Water Management, LLC (“GWM”) provided substantially all of the billing, customer
service, and other support services for the Company’s regulated utilities. When GWM ceased operations, we brought the customer service and
billing operations in-house and entered into new contract services agreements to replace the services previously provided by GWM through its
FATHOM platform. As described further below, this transition resulted in increased operations and maintenance expense and the elimination of
operations and maintenance — related party expenses. Additionally, the Company no longer receives royalty payments that were previously based
upon a percentage of certain of GWM'’srecurring revenue, which was historically recorded as Other — related party income.

Operations and Maintenance — Operations and maintenance costs, consisting of personnel costs, production costs (primarily chemicals and
purchased electrical power), maintenance costs, and property tax, increased $2.3 million, or 31.8%, for the year ended December 31, 2020 compared
to the year ended December 31, 2019.

Contract services increased $1.0 million to $1.2 million for the year ended December 31, 2020 compared to $0.2 million for the year ended December
31, 2019, primarily due to new services agreements we entered into in connection with the FATHOM transition.

Total personnel expenses increased $0.8 million, or 40.2%, to $3.0 million for the year ended December 31, 2020 compared to $2.1 million for the year
ended December 31, 2019. The increase in personnel expenses was primarily driven by the hiring of additional employees to bring the customer
service and billing operations in-house as discussed above, coupled with an increase in employee medical benefits expense.

Utilities power and related expenses increased $0.2 million, or 9.9%, to $2.0 million for the year ended December 31, 2020 compared to $1.8 million for
the year ended December 31, 2019. The increase was primarily due to increased electric utility expense due to increased pump usage, which was in
line with increased revenues.

Property tax expense increased $0.2 million, or 8.8%, to $2.4 million for the year ended December 31, 2020 compared to $2.2 million for the year ended
December 31, 2019. Property taxes are calculated using a centrally valued property calculation, which derives property values based upon three-year
historical average revenues. Asrevenues increase, we expect property taxes to also increase.

Operations and maintenance - related party — Operations and maintenance - related party expense decreased to zero for the year ended December
31, 2020 compared to $1.7 million for the year ended December 31, 2019 as aresult of the FATHOM transition.

General and Administrative — General and administrative costs include the day-to-day expenses of office operations, personnel costs, legal and
other professional fees, insurance, rent, and regulatory fees. These costs increased $1.5 million, or 13.2%, for the year ended December 31, 2020
compared to the year ended December 31, 2019.
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Personnel related costs increased $1.3 million, or 32.1%, to $5.2 million for the year ended December 31, 2020 compared to $4.0 million for the year



ended December 31, 2019. Theincrease was primarily related to increasesin salaries and bonuses due to the hiring of additional employees, coupled
with increasesin other employee benefits expense for the year ended December 31, 2020 compared to the year ended December 31, 20109.

Deferred compensation expense increased $0.3 million, or 18.9%, to $2.0 million for the year ended December 31, 2020 compared to $1.7 million for
the year ended December 31, 2019. The increase was primarily related to restricted stock awards granted and partially vested during the year ended
December 31, 2020. The increase was partially offset by the lower increase in the carrying value of our equity awards due to the year over year
change in our stock price, which increased $1.26 for the year ended December 31, 2020 compared to an increase of $3.01 for the year ended
December 31, 2019. Refer to Note 14 — “ Deferred Compensation Awards” of the Notes to the Consolidated Financial Statementsincluded in Part 11,
Item 8 of this Form 10-K for additional information.

Depreciation and amortization - Depreciation and amortization expense increased $0.7 million, or 8.1%, to $9.0 million for the year ended December
31, 2020, from $8.4 million for the year ended December 31, 2019. The increase was primarily driven by increased depreciation due to the increase in
fixed assets, coupled with amortization of intangible assets.

Other Expense — Other expense totaled $5.5 million for the year ended December 31, 2020 compared to $3.6 million for the year ended December 31,
2019. The increase of $1.9 million in other expense was primarily attributed to the receipt of the remaining $1.0 million of proceeds in March 2019
relating to the Loop 303 Contracts, which was recorded as other income for the year ended December 31, 2019. The increase was also due to the $0.6
million expense related to 10ss on asset disposals recognized during the year ended December 31, 2020, as well as the elimination of the FATHOM
royalty.

Income Tax Expense — Income tax expense of $0.8 million was recorded for the year ended December 31, 2020 compared to $1.2 million for the year
ended December 31, 2019. The decrease was primarily driven by areduction in pre-tax net income for the year ended December 31, 2020.

Net Income — Our net income totaled $1.1 million for the year ended December 31, 2020 compared to net income of $2.2 million for the year ended
December 31, 2019. The $1.1 million decrease was primarily attributed to the $1.9 million increase in total other expense for the year ended December
31, 2020 compared to the year ended December 31, 2019 resulting from the final payout pursuant to the Loop 303 contracts received in the first
quarter of 2019, combined with the loss on asset disposals recognized during the year ended December 31, 2020. The increase in other expense was
partially offset by the $0.4 million increase in operating income for the year ended December 31, 2020 compared to the year ended December 31,
2019.

Outstanding Share Data

As of March 1, 2021, there were 22,537,381 shares of our common stock outstanding and options to acquire an additional 625,913 shares of our
common stock outstanding.

Liquidity and Capital Resour ces

Our capital resources are provided by internally generated cash flows from operations as well as debt and equity financing. Additionally, our
regulated utility subsidiaries receive advances and contributions from customers, home builders, and real estate developers to partially fund
construction necessary to extend service to new areas. We use our capital resources to:

+ fund operating costs;

+ fund capital requirements, including construction expenditures,
* pay dividends;

« fund acquisitions;

* make debt and interest payments; and

* investinnew and existing ventures.

Our utility subsidiaries operate in rate-regulated environments in which the amount of new investment recovery may be limited. Such recovery will
take place over an extended period of time because recovery through rate increases is subject to regulatory lag.

As of December 31, 2020, other than expenditures within the normal course of business, the company has no notable near-term cash expenditures,
other than the first principle payment on its debt obligation in the amount of $1.9 million due in December of 2021. While specific facts and
circumstances could change, we believe that we have sufficient cash on hand, and the ability

to draw on the $10.0 million revolver, and will be able to generate sufficient cash flows to meet our operating cash flow requirements and capital
expenditure plan aswell as remain in compliance with our debt covenants for at |east the next twelve months. However, our near term cash flow may
be impacted by the COVID-19 pandemic. Refer to “Risk Factors” included in Part I, Item 1A of this Form 10-K for additional risks we face due to the



COVID-19 pandemic.

In March 2014, we initiated a dividend program to declare and pay a monthly dividend. On November 5, 2020, we announced a monthly dividend
increase from $0.0241 per share ($0.2892 per share annually) to $0.02434 per share ($0.29208 per share annually). Although we expect monthly
dividends will be declared and paid for the foreseeable future, the declaration of any dividendsis at the discretion of our board of directors and is
subject to legal requirements and debt service ratio covenant requirements (refer to “—Senior Secured Notes" and "—Revolving Credit Line").

Cash from Operating Activities

Cash flows provided by operating activities are used for operating needs and to meet capital expenditure requirements. Our future cash flows from
operating activities will be affected by economic utility regulation, infrastructure investment, growth in service connections, customer usage of
water, compliance with environmental health and safety standards, production costs, weather, and seasonality.

For the year ended December 31, 2020, our net cash provided by operating activities totaled $14.6 million compared to $11.6 million for the year
ended December 31, 2019. The $3.0 million increase in cash from operating activities was primarily driven by the increase in other non-current
liabilities of $2.9 million in 2020 compared to the $0.9 million decrease in 2019, partialy offset by a decrease in accounts payable of $1.4 million,
coupled with a decrease in net income of $1.1 million.

Cash from Investing Activities

Our net cash used in investing activities totaled $9.4 million for the year ended December 31, 2020 compared to $10.1 million for the year ended
December 31, 2019. The $0.6 million change in cash used in investing activities was driven by the decrease in capital expenditures of $2.1 million for
the year ended December 31, 2020 compared to the year ended December 31, 2019. The decrease in capital expenditures primarily related to the
deferral on the gain realized from the condemnation of the operations and assets of Valencia being completed by the first quarter of 2020 as
discussed further below. This decrease was slightly offset by the cash received from the final payout pursuant to the Loop 303 contracts during the
year ended December 31, 2019.

We continue to invest capital prudently in our existing, core service areas where we are able to deploy our Total Water Management model as this
includes any required maintenance capital expenditures and the construction of new water and wastewater treatment and delivery facilities.
Additionally, to defer our tax liability of approximately $19.4 million resulting from the gain on the condemnation of the operations and assets of
Valencia, we have completed the planned investments within our capital improvement plan that we determined will qualify under the Internal
Revenue Code 81033 re-investment criteria pursuant to a favorable Private Letter Ruling with the IRS. Refer to “—Corporate Transactions—Private
Letter Ruling” for additional information. Our projected capital expenditures and other investments are subject to periodic review and revision to
reflect changes in economic conditions and other factors. In particular, we continue to monitor the rapidly evolving COVID-19 pandemic. We may
reduce capital expenditures in the future, but will, in any event, continue to invest in maintenance related capital expenditures and perform those
projectsthat are necessary to continue providing services.

Cash from Financing Activities

Our net cash provided by financing activities totaled $7.1 million for the year ended December 31, 2020, a $12.7 million change as compared to the
$5.6 million in cash used in financing activities for the year ended December 31, 2019. This change was primarily driven by the $11.5 million in net
proceeds received from our public offering of stock in January 2020, coupled with an increase of $2.1 million in AIAC cash payments received from
developers for their portion of the taxes due for conveyances (refer to "—Corporate Transactions—ACC Tax Docket" for more information) for the
year ended December 31, 2020. These cash provided by financing activities was slightly offset by an increase in dividends paid of $0.4 million for
the year ended December 31, 2020, compared to the year ended December 31, 2019.

Senior Secured Notes

On June 24, 2016, we issued two series of senior secured notes with a total principal balance of $115.0 million at a blended interest rate of 4.55%.
Series A carriesa principal balance of $28.8 million and bears an interest rate of 4.38% over a twelve-year term, with the principal payment due on
June 15, 2028. Series B carries aprincipal balance of $86.3 million and bears an interest rate of 4.58% over a 20-year term. Series B isinterest only for
the first five years, with $1.9 million principal payments paid semiannually thereafter. The proceeds of the senior secured notes were primarily used
to refinance our long-term tax

exempt bonds, pursuant to an early redemption option at 103%, plus accrued interest, as aresult of theinitial public offering of our common stock in
May 2016.

The senior secured notes require the Company to maintain a debt service coverage ratio of consolidated EBITDA to consolidated debt service of at
least 1.10 to 1.00. Consolidated EBITDA is calculated as net income plus depreciation, taxes, interest and other non-cash charges net of non-cash
income. Consolidated debt service is calculated as interest expense, principal payments, and dividend or stock repurchases. The senior secured
notes also contain a provision limiting the payment of dividends if the Company falls below a debt service ratio of 1.25. However, for the quarter



ending June 30, 2021 through the quarter ending March 31, 2024, the ratio drops to 1.20. The debt service ratio increases to 1.25 for any fiscal
quarter during the period from and after June 30, 2024. As of December 31, 2020, the Company was in compliance with itsfinancial debt covenants.

Debt issuance costs as of both December 31, 2020 and December 31, 2019 were $0.6 million.
Revolving Credit Line

On April 30, 2020, the Company entered into an agreement with The Northern Trust Company, an Illinois banking corporation (the “Northern Trust
Loan Agreement”), for a two-year revolving line of credit up to $10.0 million with a maturity date of April 30, 2022. This new credit facility, which
may be used to refinance existing indebtedness, to acquire assets to use in and/or expand the Company’s business, and for general corporate
purposes, bears an interest rate equal to LIBOR plus 2.00% and has no unused line fee. This new credit facility replaced the previous revolving line
of credit with MidFirst Bank, which was terminated in April 2020.

Similar to the senior secured notes, the Northern Trust Loan Agreement requires the Company to maintain a debt service coverage ratio of
consolidated EBITDA to consolidated debt service of at least 1.10 to 1.00. The Northern Trust Loan Agreement also contains a provision limiting
the payment of dividends if the Company falls below a debt service ratio of 1.25. However, for the quarter ending June 30, 2021 through the quarter
ending March 31, 2022, the ratio drops to 1.20. Additionally, the Northern Trust Loan Agreement contains certain restrictive covenants that limit,
among other things, the Company’s ability to: create liens and other encumbrances; incur additional indebtedness; merge, liquidate or consolidate
with another entity; dispose of or transfer assets, make distributions or other restricted payments (including dividends); engage in certain affiliate
transactions; and change the nature of the business. The foregoing covenants were subject to various qualifications and limitations as set forth in
the Northern Trust Loan Agreement. Pursuant to the Northern Trust Loan Agreement, the revolving credit facility is subject to certain customary
events of default after which the revolving credit facility could be declared due and payable if not cured within the grace period or, in certain
circumstances, could be declared due and payable immediately. Refer to Note 12 — "Debt" of the Notes to the Consolidated Financial Statements
included in Part 11, Item 8 of this Form 10-K for additional information. As of December 31, 2020, the Company was in compliance with its financial
debt covenants.

As of December 31, 2020, the Company had no outstanding borrowings under this credit line with The Northern Trust Company. The Company
incurred $73,000 debt issuance costs as of December 31, 2020 related to the Northern Trust Loan Agreement.

Insurance Coverage

We carry various property, casualty, and financial insurance policies with limits, deductibles, and exclusions consistent with industry standards.
However, insurance coverage may not be adequate or available to cover unanticipated losses or claims. We are self-insured to the extent that losses
are within the policy deductible or exceed the amount of insurance maintained. Such losses could have a material adverse effect on our short-term
and long-term financial condition and the results of operations and cash flows.

Critical Accounting Policies, Judgments, and Estimates

The application of critical accounting policiesis particularly important to our financial condition and results of operations and provides a framework
for management to make significant estimates, assumptions, and other judgments. Additionally, our financial condition, results of operations, and
cash flow are impacted by the methods, assumptions, and estimates used in the application of critical accounting policies. Although our
management believes that these estimates, assumptions, and other judgments are appropriate, they relate to matters that are inherently uncertain
and that may change in subsequent periods. Accordingly, changesin the estimates, assumptions, and other judgments applied to these accounting
policies could have asignificant impact on our financial condition and results of operations as reflected in our financial statements.

Income Taxes

Estimation of income taxes includes an evaluation of the recoverability of deferred tax assets based on an assessment of the Company’s ability to
utilize the underlying future tax deductions against future taxable income before they expire. The Company’s assessment is based upon existing tax
laws and estimates of future taxable income. If the assessment of the Company’s ability to utilize the underlying future tax deductions changes, the
Company would be required to recognize fewer of the tax deductions as assets, which would increase the income tax expense in the period in which
the determination is made. Additionally, an evaluation of the recoverability of deferred tax gainsis based on an assessment of the Company's ability
to fully utilize the deferred tax gain before it expires. The Company's assessment is based upon the ability to acquire qualifying properties. If the
assessment of the Company's ability to fully utilize the deferred tax gain changes, the Company would be required to recognize income tax expense
in the period in which the deferred tax gain expires.

Recent Accounting Pronouncements

A discussion of recently issued and recently issued but not yet adopted accounting pronouncements is included footnote 1 to the consolidated
financial statements contained in Part |1, Item 8 of this Form 10-K and isincorporated herein by reference.



Jumpstart Our Business StartupsAct (the" JOBSAct") Accounting Election and Other Matters

We are an “emerging growth company,” as defined in the JOBS Act. Under the JOBS Act, emerging growth companies can elect to delay adopting
new or revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private
companies. We chose to take advantage of this extended transition provision. See “Risk Factors—Risks Related to Ownership of Our Common
Stock—Our €election to take advantage of the JOBS Act extended accounting transition period may make our financial statements more difficult to
compare to other public companies’” and “Risk Factors—Risks Related to the Ownership of Our Common Stock—T aking advantage of the reduced
disclosure requirements applicable to emerging growth companies may make our common stock less attractive to investors” included in Part |, Item
1A of this Form 10-K, for additional information.

Off Balance Sheet Arrangements

As of December 31, 2020 and 2019, we did not have any off-balance sheet arrangements.

Item 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of
Global Water Resources, Inc.
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Global Water Resources, Inc. and subsidiaries (the "Company") as of
December 31, 2020 and 2019, the related consolidated statements of operations, shareholders’ equity, and cash flows for each of the two yearsin
the period ended December 31, 2020, and the related notes (collectively referred to as the "financial statements"'). In our opinion, the financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2020 and 2019, and the results of its
operations and its cash flows for each of the two years in the period ended December 31, 2020, in conformity with accounting principles generally
accepted in the United States of America.

Basisfor Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's
financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not



reguired to have, nor were we engaged to perform, an audit of itsinternal control over financial reporting. As part of our audits, we are required to
obtain an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Company’sinternal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud,
and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide areasonable basis for our

opinion.
/s/ DELOITTE & TOUCHELLP

Phoenix, Arizona
March 3, 2021

We have served as the Company's auditor since 2003.

-58-

Table of Contents

GLOBAL WATER RESOURCES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

ASSETS
PROPERTY, PLANT AND EQUIPMENT:

December 31, 2020

December 31, 2019

Property, plant and equipment 340,193 326,303
Less accumulated depreciation (101,302) (92,749)
Net property, plant and equipment 238,891 233,554
CURRENT ASSETS:
Cash and cash equivalents 18,033 7,513
Accounts receivable — net 2,147 1,631
Customer payments in-transit 306 —
Due from affiliates — 426
Unbilled revenue 2,304 2,048
Prepaid expenses and other current assets 665 675
Total current assets 23,455 12,293
OTHER ASSETS:
Goodwill 4,600 4,398
Intangible assets — net 11,185 12,554
Regulatory asset 2,036 1,715
Deposits 9 —
Restricted cash 3,272 1,582
Other noncurrent assets — 17
Total other assets 21,102 20,266
TOTAL ASSETS 283,448 266,113
LIABILITIESAND SHAREHOLDERS EQUITY
CURRENT LIABILITIES:
Accounts payable 531 992
Accrued expenses 8,261 7,546
Deferred revenue 4 —
Customer and meter deposits 1,558 1,445
Long-term debt and capital leases— current portion 2,035 117
Total current liabilities 12,389 10,100
NONCURRENT LIABILITIES:
Long-term debt and capital |eases 112,659 114,664
Deferred revenue - ICFA 17,843 17,372
Regulatory liability 7,986 8,803



Advancesin aid of construction 76,384 67,621
Contributionsin aid of construction — net 14,632 14,520
Deferred income tax liabilities, net 3,652 4,919
Acquisition liability 1,773 1,773
Other noncurrent ligbilities 3,942 1,669
Total noncurrent liabilities 238,871 231,341
Totd liabilities 251,260 241,441
Commitments and contingencies (Refer to Note 16)
SHAREHOLDERS EQUITY:
Common stock, $0.01 par value, 60,000,000 shares authorized; 22,690,477 and 21,636,420 shares issued as of
December 31, 2020 and December 31, 2019, respectively. 227 216
Treasury stock, 102,711 and 99,039 shares at December 31, 2020 and December 31, 2019, respectively. (@) @)
Paid in capital $ 31,962 24,457
Retained earnings — —
Total shareholders' equity 32,188 24,672
TOTAL LIABILITIESAND SHAREHOLDERS EQUITY 283,448 266,113
See accompanying notes to the consolidated financial statements
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GLOBAL WATER RESOURCES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share and per share amounts)
Year Ended December 31,
2020 2019
REVENUES:
Water services $ 18,072 $ 16,143
Wastewater and recycled water services 20,394 19,263
Unregulated revenues 161 65
Total revenues 38,627 35,471
OPERATING EXPENSES:
Operations and maintenance 9,539 7,237
Operations and maintenance - related party — 1,678
Genera and administrative 12,722 11,242
Depreciation and amortization 9,031 8,353
Total operating expenses 31,292 28,510
OPERATING INCOME 7,335 6,961
OTHER INCOME (EXPENSE):
Interest income 93 203
Interest expense (5,377) (5,388)
Other (175) 1,309
Other - related party — 301
Total other expense (5,459) (3,575)
INCOME BEFORE INCOME TAXES 1,876 3,386
INCOME TAX EXPENSE (771) (1,162)
NET INCOME $ 1105 $ 2,224
Basic earnings per common share $ 005 $ 0.10
Diluted earnings per common share $ 005 $ 0.10
Dividends declared per common share $ 029 $ 0.29



Basic
Diluted

Table of Contents

BALANCE - December 31, 2018

Dividend declared $0.29 per share
Treasury stock

Stock option exercise

Stock compensation

Net income

BALANCE - December 31, 2019

Dividend declared $0.29 per share
I ssuance of Common Stock
Treasury stock

Stock option exercise

Stock compensation

Net income

BALANCE - December 31, 2020

Table of Contents

Net income

Weighted average number of common shares used in the determination of:

22,518,636 21,516,620
22,574,093 21,531,594
See accompanying notes to the consolidated financial statements
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GLOBAL WATER RESOURCES, INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
(in thousands, except share and per share amounts)
Common Stock Common Treasury Treasury Paid-in Retained
Shares Stock Stock Shares Stock Capital Earnings Total Equity
21,530,470 $ 215 (59,174) $ (1) $ 27657 $ — $ 27871
— — — — (3,948) (2,224) (6,172)
— — (39,865) — — — —
105,950 1 — — 412 — 413
— — — — 336 — 336
— — — — — 2,224 2,224
21,636,420 $ 216 (99,039) $ 1 $ 24457 $ — $ 24672
— — — — (5,434) (1,205) (6,539)
1,049,163 11 11,508 11,519
— — (3672) — 1) — @)
4,894 — — — — — —
— — — — 1,432 — 1,432
— — — — — 1,105 1,105
22,690,477 $ 227 (102,711) $ D $ 3192 $ — $ 32188

See accompanying notes to the consolidated financial statements
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GLOBAL WATER RESOURCES, INC.
CONSOLIDATED STATEMENTSOF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Adjustments to reconcile net income to net cash provided by operating activities:

Deferred compensation
Depreciation and amortization

Amortization of deferred debt issuance costs and discounts

Gain on sale of Loop 303 contracts
L oss on equity investment
Other gains

Provision for doubtful accounts receivable

Deferred income tax expense

Year Ended December 31,

2020 2019
1,105 $ 2,224
3,286 2,051
9,031 8,353
134 88
— (1,000)
— 79
552 5
140 50
(1,275) 570



Changesin assets and liabilities
Accounts receivable
Other current assets
Accounts payable and other current liabilities
Other noncurrent assets
Other noncurrent ligbilities
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures
Cash paid for acquisitions, net of cash acquired
Cash received from the sale of Loop 303 contracts
Other cash flows from investing activities
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Dividends paid

Advancesin aid of construction

Refunds of advances for construction

Proceeds from stock option exercise

Principal payments under capital lease

L oan borrowings

L oan repayments

Proceeds from sale of stock

Debt issuance costs paid

Payments of offering costs for sale of stock

Net cash provided by (used in) financing activities

INCREASE (DECREASE) IN CASH, CASH EQUIVALENTS, AND RESTRICTED CASH
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH — Beginning of period

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH — End of period

See accompanying notes to the consolidated financial statements
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Supplemental disclosure of cash flow information:
Cash and cash equivaents
Restricted Cash
Total cash, cash equivalents, and restricted cash
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GLOBAL WATER RESOURCES, INC.
Notesto the Consolidated Financial Statements

(641) (193)
(121) (60)
(176) (1,584)
(321) 75
2,852 908
14,566 11,566
(9,231) (11,187)
(302) —
— 1,000
9 131
(9,442) (10,056)
(6,539) (6,165)
3,304 1,199
(992) (952)
— 414
(109) (64)
— 35
(22) (39)
11,738 —
(73) (40)
(221) —
7,086 (5,612)
12,210 (4,102
9,095 13,197
21,305 $ 9,095
Year Ended December 31,
2020 2019
18,033 $ 7,513
3,272 1,582
21,305 $ 9,095




1. DESCRIPTION OF BUSINESS, BASISOF PRESENTATION, CORPORATE TRANSACTIONS, SIGNIFICANT ACCOUNTING POLICIES,
AND RECENT ACCOUNTING PRONOUNCEMENTS

Description of Business

Global Water Resources, Inc. (the “Company” or “GWRI”) is a water resource management company that owns, operates, and manages water,
wastewater, and recycled water utilitiesin strategically located communities, principally in metropolitan Phoenix, Arizona. GWRI seeks to deploy an
integrated approach, which the Company refersto as “Total Water Management". Total Water Management is a comprehensive approach to water
utility management that reduces demand on scarce non-renewable water sources and costly renewable water supplies, in a manner that ensures
sustainability and greatly benefits communities both environmentally and economically. This approach employs a series of principles and practices
that can be tailored to each community:

* Reuse of recycled water, either directly or to non-potable uses, through aquifer recharge, or direct potable reuse;

*  Regional planning;
*  Useof advanced technology and data;
*  Employing subject matter experts and remaining thought and application leaders;

* Leading outreach and educational initiatives to ensure all stakeholdersincluding customers, development partners, regulators, and utility
staff are knowledgeabl e on the principles and practices of our Total Water Management approach; and

+  Establishing partnerships with communities, devel opers, and industry stakeholders to gain support of our Total Water Management
principles and practices.

GWRI currently owns sixteen water and wastewater utilities in strategically targeted communities principally in metropolitan Phoenix. GWRI
currently serves more than 66,000 people in approximately 24,000 homes within our 366 square miles of certificated service areas, which are serviced
by eleven wholly-owned regulated operating subsidiaries as of December 31, 2020. Approximately 92.8% of the Company’s active service
connections are customers of its Global Water - Santa Cruz Water Company, Inc. (“SantaCruz”) and Global Water - Palo Verde Utilities Company,
Inc. (“Pao Verde') utilities. GWRI has grown significantly since its formation in 2003, with total revenues increasing from $4.9 million in 2004 to
$38.6 million in 2020, and total service connections increasing from 8,113 as of December 31, 2004 to 49,158 as of December 31, 2020, with regionally
planned service areas large enough to serve approximately two million service connections.

Basis of Presentation and Principles of Consolidation

The Company's consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America ("GAAP") and include the accounts of GWRI and its subsidiaries. All significant intercompany account balances and
transactions have been eliminated in consolidation.

The Company prepares its financial statements in accordance with the rules and regulations of the Securities and Exchange Commission ("SEC").
The preparation of the financial statements in conformity with GAAP 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 income and expenses during the reporting period. Actual results could differ from those estimates. The U.S. dollar is the Company’s
reporting currency and functional currency.

The Company qualifies as an “emerging growth company”, as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), under
the rules and regulations of the SEC. An emerging growth company may take advantage of specified reduced reporting and other requirements that
are otherwise applicable generally to public companies. The Company has elected to take advantage of these provisionsfor up to five years or such
earlier time that the Company is no longer an emerging growth company. The Company has elected to take advantage of some of the reduced
disclosure obligations regarding financial statements. Also, as an emerging growth company, the Company can elect to delay adopting new or
revised accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private companies.
The Company has chosen to take advantage of this extended accounting transition provision.
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Corporate Transactions
Sale of certain MXA and WMA contracts

In September 2013, the Company sold its Wastewater Facilities Main Extension Agreements (“MXA") and Offsite Water Management Agreements
(“WMA") for the contemplated Loop 303 service area along with their related rights and obligations to EPCOR Water Arizona Inc. (“EPCOR”")
(collectively the“ Transfer of Project Agreement”, or “Loop 303 Contracts’). Pursuant to the Transfer of Project Agreement, EPCOR agreed to pay



GWRI approximately $4.1 million over a multi-year period. As of December 31, 2020, the Company had received the full $4.1 million of the proceeds
having received the final payment of $1.0 million in March 2019. These proceeds were recorded as other income.

Stipulated Condemnation of the Operations and Assets of Valencia Water Company, Inc.

On July 14, 2015, the Company closed the stipulated condemnation to transfer the operations and assets of Vaencia Water Company, Inc.
("Valencia") to the City of Buckeye. Terms of the condemnation were agreed upon through a settlement agreement and stipulated final judgment of
condemnation wherein the City of Buckeye acquired all the operations and assets of Valencia and assumed operation of the utility upon close. The
City of Buckeye paid the Company $55.0 million at close, plus an additional $0.1 million in working capital adjustments. The City of Buckeye is
obligated to pay the Company a growth premium equal to $3,000 for each new water meter installed within Valencia's prior service areasin the City
of Buckeye, for a 20-year period ending December 31, 2034, subject to a maximum payout of $45.0 million over the term of the agreement. The
Company received growth premiums of $0.2 million and $0.3 million for the years ended December 31, 2020 and 2019, respectively.

Private Letter Ruling

On June 2, 2016, the Company received a Private Letter Ruling from the Internal Revenue Service ("IRS") that, for purposes of deferring the
approximately $19.4 million gain realized from the condemnation of the operations and assets of Valencia, determined that the assets converted
upon the condemnation of such assets could be replaced through certain reclamation facility improvements contemplated by the Company under
Internal Revenue Code §1033 as property similar or related in service or use.

Pursuant to Internal Revenue Code §1033, we would have been able to defer the gain on condemnation through the end of 2017, which was
subsequently extended through the end of 2020. The Company fully deferred the remaining tax liability during the year ended December 31, 2020.

Acquisition of Red Rock Utilities

On October 16, 2018, the Company completed the acquisition of Red Rock Utilities ("Red Rock™), an operator of a water and a wastewater utility
with service areas in the Pima and Pinal counties of Arizona, for a purchase price of $5.9 million. The acquisition added over 1,650 connections and
approximately 9 square miles of service area. The Company is obligated to pay to the seller a growth premium equal to $750 for each new account
established within three specified growth premium areas, commencing in each area on the date of the first meter installation and ending on the
earlier of ten years after such first installation date or twenty years from the acquisition date. The three specified growth premium areas are |ocated
in Pima County, Arizona where Red Rock has not yet begun operating, and where Red Rock is authorized to provide water utility servicesonly. As
of December 31, 2020, no meters have been installed and no accounts have been established in any of the three growth premium areas.

ACC Tax Docket

The Company had a regulatory asset of $2.0 million and $1.7 million at December 31, 2020 and December 31, 2019, respectively, and regulatory
ligbilities of $0.7 million and $0.6 million at December 31, 2020 and 2019, respectively, related to the Federal Tax Cuts and Jobs Act (the "TCJA")
signed into law on December 22, 2017. Under Accounting Standards Codification ("ASC") 740, Income Taxes, the tax effects of changesin tax laws
must be recognized in the period in which the law is enacted. ASC 740 also requires deferred income tax assets and liabilities to be measured at the
enacted tax rate expected to apply when temporary differences are to be realized or settled. Thus, at the date of enactment, the Company’s deferred
income taxes were re-measured based upon the new tax rate. For the Company’s regulated entities, substantially all of the change in deferred income
taxesisrecorded as an offset to either aregulatory asset or liability because the impact of changesin the rates are expected to be recovered from or
refunded to customers.

_65_
Table of Contents

On December 20, 2017, the Arizona Corporation Commission (the “ACC”) opened a docket to address the utility ratemaking implications of the
TCJA. The ACC subsequently approved an order in February 2018 requiring Arizona utilities to apply regulatory accounting treatment, which
includes the use of regulatory assets and regulatory liabilities, to address all impacts from the enactment of the TCJA.

On September 20, 2018, the ACC issued Rate Decision No. 76901, which set forth the reductions in revenue for our Santa Cruz, Palo Verde, Greater
Tonopah, and Northern Scottsdale utilities due to the lower corporate tax rates under the TCJA. Rate Decision No. 76901 adopted a phase-in
approach for the reductions to match the phase-in of our revenue requirement under Rate Decision No. 74364 enacted in February 2014. In 2020, the
annual reductions in revenue for our Santa Cruz, Palo Verde, Greater Tonopah, and Northern Scottsdale utilities were approximately $381,000,
$596,000, $16,000, and $5,000, respectively. In 2021, the final year of the phase-in, the annual reductions in revenue for our Santa Cruz, Palo Verde,
Greater Tonopah, and Northern Scottsdale utilities will be approximately $415,000, $669,000, $16,000, and $5,000, respectively. The ACC aso
approved a carrying cost of 4.25% on regulatory liabilities resulting from the difference of the fully phased-in rates to be applied in 2021 versus the
phased-in rates refunded in the years leading up to 2021 (i.e., 2018 through 2020).

Rate Decision No. 76901, however, did not address the impacts of the TCJA on accumulated deferred income taxes (“ADIT"), including excess
ADIT (“EADIT"). Following the ACC's request for a proposal, the Company made its proposal in filings on December 19, 2018 and July 1, 2019.



ACC staff reviewed the Company's filing and requested that the Company defer tariff revisions until such revisions can be considered in the next
rate case. ACC Staff also requested that the Company defer consideration of the regulatory assets and regulatory liabilities associated with 2018
EADIT amortization. On July 18, 2019, the Company made a filing proposing these items be deferred to the next rate case. Refer to " — Corporate
Transactions— ACC Rate Case" for additional information regarding the Company's next rate case.

On November 27, 2018, February 20, 2019, February 28, 2019, and January 23, 2020, the ACC adopted orders relating to the funding for income taxes
on contributions in aid of construction ("CIAC") and advances in aid of construction ("AIAC") (which became taxable for our regulated utilities
under the TCJA). Those orders 1) require that under the hybrid sharing method, a contributor will pay a gross-up to the utility consisting of 55% of
the income tax expense with the utility covering the remaining 45% of the income tax expense; 2) remove the full gross-up method option for Class A
and B utilities and their affiliates (which includes all of our utilities); 3) ensure proper ratemaking treatment of a utility using the self-pay method; 4)
clarify that pass-through entities that are owned by a “C” corporation can recover tax expense according to methods allowed; and 5) require Class
A and B utilities to self-pay the taxes associated with hook-up fee contributions but permit using a portion of the hook-up fees to fund these taxes.
The Company's utilities have adopted the hybrid sharing method for income tax on CIAC and AIAC.

ACC Rate Case

On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled water rates,
which proposed a collective revenue requirement increase of $4.6 million (relative to expected revenues in 2021, which is the final year of the rate
phase-in from the last rate case) based on a 2019 test year. Certain of our utilities, including Santa Cruz and Palo Verde, have also requested that the
rate increases be phased in over three years, beginning January 1, 2022. The consolidated rate increase, if approved by the ACC, would result in the
estimated average monthly residential bill for Santa Cruz and Palo Verde customers increasing approximately $4.93, $5.72, and $4.12 in the aggregate
in each of 2022, 2023, and 2024, respectively.

We also requested the consolidation of water and/or wastewater rates for our Red Rock, Santa Cruz, Palo Verde, Picacho Water, and Picacho
Utilities. These utilities are all located in Pinal County; make up approximately 97% of the Company's active service connections; provide or will
provide water, wastewater, and recycled water services, and are expected to create economies of scale that are beneficial to all customers if
consolidated.

There can be no assurance, however, that the ACC will approve the requested rate increase or any increase or the consolidation of water and
wastewater rates described above, and the ACC could take other actions as a result of the rate case. Further, it is possible that the ACC may
determine to decrease future rates. There can also be no assurance as to the timing of when an approved rate increase (if any) would go into effect.
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2020 Common Stock Offering

On January 21, 2020, the Company completed a public offering of 870,000 shares of common stock at a public offering price per share of $12.50, for
gross proceeds of $10.9 million. On January 30, 2020, an additional 130,000 shares of common stock were issued at the public offering price of $12.50
per share, for gross proceeds of $1.6 million, resulting in total proceeds from the offering of approximately $12.5 million. The issuance of the
additional shares was completed pursuant to the exercise in full of the underwriter's over-allotment option. Net proceeds of approximately
$11.5 million were received after deducting underwriting discounts and commissions and offering expenses payable by us, which collectively
totaled approximately $1.0 million.

Immaterial Acquisitions

During the twelve months ended December 31, 2020, the Company completed four immaterial acquisitions of water utilities, Global Water - Mirabell
Water Company ("Mirabell"), Global Water - Francesca Water Company ("Francesca'), Global Water - Tortolita Water Company ("Tortolita"), and
Global Water - Lyn Lee Water Company ("Lyn Lee"), which added 262 total service connections.

Significant Accounting Policies
Regulation

Our regulated utilities and certain other balances are subject to regulation by the ACC and are therefore subject to Accounting Standards
Caodification Topic 980, Regulated Operations (“ASC 980”) (See Note 2 — “Regulatory Decision and Related Accounting and Policy Changes”).

Property, Plant, and Equipment

Property, plant, and equipment is stated at cost less accumulated depreciation provided on a straight-line basis (See Note 4 — “ Property, Plant, and
Equipment”).



Depreciation rates for asset classes of utility property, plant, and equipment are established by the ACC. The cost of additions, including
betterments and replacements of units of utility fixed assets are charged to utility property, plant, and equipment. When units of utility property are
replaced, renewed, or retired, their cost plus removal or disposal costs, less salvage proceeds, is charged to accumul ated depreciation.

For non-utility property, plant, and equipment, depreciation is calculated by the straight-line method over the estimated useful lives of depreciable
assets. Cost and accumulated depreciation for non-utility property, plant, and equipment retired or disposed of are removed from the accounts and
any resulting gain or lossisincluded in earnings.

In addition to third party costs, direct personnel costs and indirect construction overhead costs may be capitalized. Interest incurred during the
construction period is also capitalized as a component of the cost of the constructed assets, which represents the cost of debt associated with
construction activity. Expenditures for maintenance and repairs are charged to expense.

Revenue Recognition—Water Services

Water services revenues are recorded when service is rendered or water is delivered to customers. However, in addition to the monthly basic
service charge, the determination and billing of water sales to individual customers is based on the reading of their meters, which occurs on a
systematic basis throughout the month. At the end of each reporting period, amounts of water delivered to customers since the date of the last
meter reading are estimated and the corresponding unbilled revenueis recorded.

Water connection fees are the fees associated with the application process to set up a customer to receive utility service on an existing water meter.
These fees are approved by the ACC through the regulatory process and are set based on the costs incurred to establish services including the
application process, billing setup, initial meter reading, and service transfer. Because the amounts charged for water connection fees are set by our
regulator and not negotiated in conjunction with the pricing of ongoing water service, the connection fees represent the culmination of a separate
earnings process and are recognized when the service is provided. For the years ended December 31, 2020 and 2019, the Company recognized $0.2
million and $0.3 million in connection fees, respectively.

Meter installation fees are the fees charged to developers or builders associated with installing new water meters. Certain fees for meters are
regulated by the ACC, and are refundabl e to the end customer over a period of time. Refundable meter
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installation fees are recorded as a liability upon receipt. These fees are recognized as revenue when the service is rendered, or when awater meter is
installed.

Revenue Recognition—Wastewater and Recycled Water Services

Wastewater and recycled water services revenues are generally recognized when service is rendered. Wastewater services are billed at a fixed
monthly amount per connection, and recycled water services are billed monthly based on volumetric fees.

Revenue Recognition—Unregulated Revenues

Unregulated revenues represent those revenues that are not subject to the ratemaking process of the ACC. Unregulated revenues are limited to
rental revenue and imputed revenues resulting from certain infrastructure coordination and financing agreement arrangements ("1 CFAS").

Allowance for Doubtful Accounts

Provisions are made for doubtful accounts due to the inherent uncertainty around the collectability of accounts receivable. The allowance for
doubtful accountsis recorded as bad debt expense, and is classified as general and administrative expense. The allowance for doubtful accountsis
determined considering the age of the receivable balance, type of customer (e.g., residential or commercial), payment history, as well as specific
identification of any known or expected collectability issues (see Note 5 — “ Accounts Receivable”).

Infrastructure Coordination and Financing Fees

ICFAs are agreements with devel opers and homebuilders whereby GWRI, which owns the operating utilities, provides services to plan, coordinate,
and finance the water and wastewater infrastructure that would otherwise be required to be performed or subcontracted by the developer or
homebuilder. Services provided within these agreements include coordination of construction services for water and wastewater treatment facilities
aswell asfinancing, arranging, and coordinating the provision of utility services.

As these arrangements are with devel opers and not with the end water or wastewater customer, revenue recognition coincides with the completion
of our performance obligations under the agreement with the developer and our ability to provide fitted capacity for water and wastewater service.
Payments for ICFAs are usually received in advance and are recorded as deferred revenue until earned. Pursuant to Rate Decision No. 74364, as
funding is received 70% of ICFAs are now recorded as a hook-up fee (“HUF”") liability until the HUF liability is fully funded, with the remaining



amount recorded as revenue once all components of revenue recognition are met (See Note 2 — “Regulatory Decision and Related Accounting and
Policy Changes’).

Cash and Cash Equivalents

Cash and cash equivalentsinclude all highly liquid investmentsin debt instruments with an original maturity of three months or less.
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Restricted Cash

Restricted cash represents cash deposited relating to HUF tariffs, asset retirement obligations, and pending legal matters. The following table
summarizes the restricted cash balance as of December 31, 2020 and 2019 (in thousands):

December 31, December 31,
2020 2019
HUF funds $ 2482 $ 627
Certificate of deposits $ 790 705
Liability Deposit $ — 250
$ 3272 $ 1,582

Customer Payments In-Transit

Customer payments in-transit represent funds received by our third-party payment processor related to customer payments, a majority of which
were paid for with debit cards, credit cards, and checks, to which the Company does not have immediate access but settles within afew days of the
payment transaction.

Income Taxes

The Company utilizes the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be
realized. The Company’s val uation allowance totaled zero as of December 31, 2020 and 2019 (see Note 13 — “Income Taxes').

We evaluate uncertain tax positions using a two-step approach. Recognition (step one) occurs when we conclude that a tax position, based solely
on its technical merits, is more-likely-than-not to be sustained upon examination. Measurement (step two) determines the amount of benefit that
more-likely-than-not will be realized upon settlement. Derecognition of a tax position that was previously recognized would occur when we
subsequently determine that atax position no longer meets the more-likely-than-not threshold of being sustained. The use of avaluation allowance
as asubstitute for derecognition of tax positionsis prohibited, and to the extent that uncertain tax positions exist, we provide expanded disclosures.

Basic and Diluted Earnings per Common Share

Diluted EPS is based upon the weighted average number of common shares, including both outstanding shares and shares potentially issuable in
connection with stock options and restricted stock awards granted.

As of December 31, 2020, the Company had 625,913 options outstanding to acquire an equivalent number of shares of GWRI common stock. The
382,771 options outstanding from the 2017 option grant equated to 48,094 common share equivalents, which were included within the cal cul ation of
diluted earnings per share for the year ended December 31, 2020. The remaining 243,142 options outstanding from the 2019 option grant were not
included within the calculation of diluted earnings per share as to do so would be antidilutive. As of December 31, 2020, there were 128,327
restricted stock awards outstanding. The 128,327 restricted stock awards outstanding equated to 7,363 common share equivalents, which were
included within the cal culation of diluted earnings per share for the year ended December 31, 2020.

As of December 31, 2019, the Company had 632,500 options outstanding to acquire an equivalent number of shares of GWRI common stock. The
386,896 options outstanding from the 2017 option grant equated to 14,974 common share equivalents, which were included within the cal culation of
diluted earnings per share for the year ended December 31, 2019. The remaining 245,604 options outstanding from the 2019 option grant were not
included within the calculation of diluted earnings per share as to do so would be antidilutive.

Goodwill

Goodwill represents the excess purchase price over the fair value of net tangible and identifiable intangible assets acquired through acquisitions.



Goodwill is not amortized, it is instead tested for impairment annually, or more often, if circumstances indicate a possible impairment may exist. As
required, we evaluate goodwill for impairment annually, and do so as of November 1 of each year, and at an interim date if indications of impairment
exist. When testing goodwill for impairment, we
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may assess qualitative factors, including macroeconomic conditions, industry and market considerations, overall financial performance, and entity
specific events to determine whether it is more likely than not that the fair value of an operating and reportable segment is less than its carrying
amount. We utilize internally developed discounted future cash flow models, third-party appraisals, or broker valuations to determine the fair value
of the reporting unit. Under the discounted cash flow approach, we utilize various assumptions requiring judgment, including projected future cash
flows, discount rates, and capitalization rates. Our estimated future cash flows are based on historical data, internal estimates, and external sources.
We then compare the estimated fair value to the carrying value. If the carrying value isin excess of the fair value, an impairment charge is recorded
to asset impairments within our consolidated statement of operations in the amount by which the reporting unit's carrying value exceeds its fair
value, limited to the carrying value of goodwill. Refer to Note 8 — " Goodwill and Intangible Assets" for additional information about goodwill.

Intangible Assets

Intangible assets not subject to amortization consist of certain permits expected to be renewable indefinitely, water rights, and certain service areas
acquired in transactions which did not meet the definition of business combinations for accounting purposes, and are considered to have indefinite
lives. Intangible assets with indefinite lives are not amortized but are tested for impairment annually, or more often if certain circumstancesindicate a
possible impairment may exist. Amortized intangible assets consist primarily of acquired ICFA contract rights. Refer to Note 2 — "Regulatory
Decision and Related Accounting and Policy Changes’ for additional information about | CFAS.

Debt Issuance Costs

In connection with the issuance of some of our long-term debt, we have incurred legal and other costs that we believe are directly attributable to
realizing the proceeds of the debt issued. These costs are netted against long-term debt and amortized as interest expense using the effective
interest method over the term of the respective debt. Amortization of debt issuance costs and discounts totaled $0.1 million for both years ended
December 31, 2020 and 2019.

Impairment of Long-Lived Assets

Management evaluates the carrying value of long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying value of such assets may not be recoverable. If an indicator of possible impairment exists, an undiscounted cash flow analysis would be
prepared to determine whether there is an actual impairment. Measurement of the impairment loss is based on the fair value of the asset. Generally,
fair value will be determined using appraisals or valuation techniques such as the present value of expected future cash flows.

Advances and Contributionsin Aid of Construction

The Company has various agreements with developers and builders, whereby funds, water line extensions, or wastewater line extensions are
provided to us by the developers and are considered refundable advances for construction. These AIAC are non-interest-bearing and are subject
to refund to the devel opers through annual payments that are computed as a percentage of the total annual gross revenue earned from customers
connected to utility services constructed under the agreement over a specified period. Upon the expiration of the agreements’ refunding period, the
remaining balance of the advance becomes nonrefundable and at that time is considered CIAC. CIAC are amortized as a reduction of depreciation
expense over the estimated remaining life of the related utility plant. For rate-making purposes, utility plant funded by AIAC or CIAC are excluded
from rate base. AIAC balances of $0.1 million and $2.9 million were transferred to CIAC for the years ended December 31, 2020 and 2019,
respectively.

Fair Value of Financial Instruments

The carrying values of cash equivalents, trade receivables, and accounts payable approximate fair value due to the short-term maturities of these
instruments. See Note 12 —“Debt” for information as to the fair value of our long-term debt. Our refundable AIAC have a carrying value of $76.4
million and $67.6 million as of December 31, 2020 and 2019, respectively. Portions of these non-interest-bearing instruments are payable annually
through 2032 and amounts not paid by the contract expiration dates become nonrefundable. Their relative fair values cannot be accurately
estimated because future refund payments depend on several variables, including new customer connections, customer consumption levels, and
futurerate increases. However, the fair value of these amounts would be less than their carrying value due to the non-interest-bearing feature.

Segments

Operating segments are defined as components of an enterprise about which separate financial information is available that is evaluated regularly
by the chief operating decision maker (“CODM”) in deciding how to allocate resources and in assessing
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operating performance. In consideration of ASC 280—Segment Reporting the Company notes it is not organized around specific products and
services, geographic regions, or regulatory environments. The Company currently operates in one geographic region within the State of Arizona,
wherein each operating utility operates within the same regulatory environment.

While the Company reports its revenue, disaggregated by service type, on the face of its Statements of Operations, the Company does not manage
the business based on any performance measure at the individual revenue stream level. The Company does not have any customers that contribute
more than 10% to the Company’s revenues or revenue streams. Additionally we note that the CODM uses consolidated financial information to
evaluate the Company’s performance, which is the same basis on which he communicates the Company’s results and performance to the Board of
Directors. It is upon this consolidated basis from which he bases all significant decisions regarding the allocation of the Company’s resources on a
consolidated level. Based on the information described above and in accordance with the applicable literature, management has concluded that the
Company is currently organized and operated as one operating and reportable segment.

Recent Accounting Pronouncements
Recently Adopted Accounting Standards

In August 2018, the Financial Accounting Standards Board ("FASB") issued ASU 2018-13, Disclosure Framework - Changes to the Disclosure
Requirements for Fair Value Measurement (Topic 820) ("ASU 2018-13"). ASU 2018-13 changes the fair value disclosure requirements including new,
eliminated, and modified disclosure requirements of ASC 820. Specifically, the ASU requires the addition of disclosures for Level 3 fair value
measurements with unrealized gains and losses included in other comprehensive income and disclosure of the range and weighted average used to
develop significant unobservable inputs for Level 3 measurements. The Company implemented ASU 2018-13 on January 1, 2020. The
implementation did not result in material changes to our consolidated financial statements.

Future Adoption of Accounting Standards

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (“ASU 2016-02", or "ASC 842"). ASU 2016-02 requires lessees to record a
right-of-use asset and corresponding lease obligation for lease arrangements with a term of greater than twelve months. ASU 2016-02 requires
additional disclosures about leasing arrangements and requires the use of the modified retrospective method, which will require adjustment to all
comparative periods presented in the consolidated financial statements. In July 2018, the FASB issued ASU 2018-10, Codification Improvementsto
Topic 842 ("ASU 2018-10"). ASU 2018-10 improves various aspects within ASC 842, such asrate implicit in the lease, |essee's reassessment of |ease
classification, lease term and purchase option, as well as many other aspects of the guidance. In July 2018, the FASB issued ASU 2018-11, Leases
Topic 842, Targeted Improvements ("ASU 2018-11"). ASU 2018-11 provides entities the option to elect not to recast the comparative periods
presented when transitioning to ASC 842 and lessors may elect not to separate |ease and non-lease components when certain conditions are met. In
November 2019, the FASB issued ASU 2019-10, Financial Instruments - Credit Losses (Topic 326), Derivatives and Hedging (Topic 815), and
Leases (Topic 842) ("ASU 2019-10"). ASU 2019-10 amends the effective dates for certain major new accounting standards including those related
to leases. Due to qualifying as an emerging growth company, the Company is required to adopt all lease related ASUs on January 1, 2021. The
Company will adopt this new standard during the first quarter of 2021 using the modified retrospective method and will not apply the standard to
the comparative periods presented in the year of adoption. The Company is finalizing its implementation of the accounting and is updating certain
of its business processes and internal controls to meet the reporting and disclosure requirements of the new standard. The Company does not
expect the implementation to result in material changesto our consolidated financial statements.

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other (Topic 350): Smplifying the Test for Goodwill Impairment
("ASU 2017-04"). ASU 2017-04 eliminates Step 2 from the impairment test which requires entities to determine the implied fair value of goodwill to
measure if any impairment expense is necessary. Instead, entities will record impairment expenses based on the amount by which a reporting unit's
carrying value exceeds its fair value, not to exceed the carrying amount of goodwill. ASU 2019-10 extended the effective date for this ASU. Due to
qualifying as an emerging growth company, the Company is required to adopt the ASU on January 1, 2023. The Company is currently assessing the
impact that adopting this new accounting standard will have on its consolidated financial statements.

In August 2018, the FASB issued ASU 2018-15, Customer's Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement
That Is a Service Contract (Topic 350) ("ASU 2018-15"). ASU 2018-15 amends ASC 350 to include in its scope implementation costs of a Cloud
Computing Arrangement ("CCA") that is a service contract and clarifies that a customer should apply ASC 350-40 to determine which
implementation costs should be capitalized in a CCA that is considered a service contract. Due to qualifying as an emerging growth company, the
Company isrequired to adopt the ASU on January 1,
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2021. Early adoption is permitted, including adoption in any interim period. The Company is currently assessing the impact that adopting this new
standard will have on its consolidated financial statements.

2. REGULATORY DECISION AND RELATED ACCOUNTING AND POLICY CHANGES

Our regulated utilities and certain other balances are subject to regulation by the ACC and meet the requirements for regulatory accounting found
within ASC 980, Regulated Operations.

In accordance with ASC 980, rates charged to utility customers are intended to recover the costs of the provision of service plus areasonable return
in the same period. Changes to the rates are made through formal rate applications with the ACC, which we have done for all of our operating
utilities and which are described below.

On July 9, 2012, we filed formal rate applications with the ACC to adjust the revenue requirements for seven utilities representing a collective rate
increase of approximately 28% over 2011 revenue levels. In August 2013, the Company entered into a settlement agreement with ACC Staff, the
Residential Utility Consumers Office, the City of Maricopa, and other parties to the rate case. The settlement required approval by the ACC's
Commissioners before it could take effect. In February 2014, the rate case proceedings were completed and the ACC issued Rate Decision No.
74364, effectively approving the settlement agreement. Therulings of the decision include, but are not limited to, the following:

*  For the Company’s utilities, adjusting for the condemnation of the operations and assets of Valencia and sale of Willow Valley Water Co.,
Inc. ("Willow Valley"), which occurred in 2015 and 2016, respectively, a collective revenue requirement increase of $3.6 million based on
2011 test year service connections, phased-in over time, with the first increase in January 2015 as follows (in thousands, not updated for
the TCJA, refer to Note 1 — "Basis of Presentation, Corporate Transactions, Significant Accounting Policies, and Recent Accounting
Pronouncements — Corporate Transactions— ACC Tax Docket" for further details):

Incremental Cumulative
2015 $ 1,083 $ 1,083
2016 887 1,970
2017 335 2,305
2018 335 2,640
2019 335 2,975
2020 335 3,310
2021 335 3,645

Whereas this phase-in of additional revenues was determined using a 2011 test year, to the extent that the number of active service connections
increases from 2011 levels, the additional revenues may be greater than the amounts set forth above. On the other hand, if active connections
decrease or we experience declining usage per customer, we may not realize all of the anticipated revenues.

*  Full reversal of the imputation of CIAC balances associated with funds previously received under ICFAS, asrequired in the Company’s last
rate case. Thereversal restored rate base or future rate base and had a significant impact of restoring shareholder equity on the balance
sheet.

¢ The Company has agreed to not enter into any new | CFAs. Existing ICFAswill remain in place, but a portion of future paymentsto be
received under the ICFAswill be considered as hook-up fees, which are accounted for as CIAC once expended on plant.

* A 9.5% return on common equity was adopted.

On September 20, 2018, the ACC issued Rate Decision No. 76901, which set forth the reductions in revenue for our Santa Cruz, Palo Verde, Greater
Tonopah, and Northern Scottsdale utilities due to the TCJA. Rate Decision No. 76901 adopted a phase-in approach for the reductions to match the
phase-in of our revenue requirements under Rate Decision No. 74364. Refer to Note 1 — "Basis of Presentation, Corporate Transactions, Significant
Accounting Policies, and Recent Accounting Pronouncements — Corporate Transactions— ACC Tax Docket" for details regarding Rate Decision
No. 76901.

On August 28, 2020, 12 of our 16 regulated utilities each filed a rate case application with the ACC for water, wastewater, and recycled water rates,
as well as the consolidation of water and/or wastewater rates for certain utilities. Refer to Note 1 — “Basis of Presentation, Corporate Transactions,
Significant Accounting Policies, and Recent Accounting Pronouncements — Corporate Transactions — ACC Rate Case’ for additional
information.
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Thefollowing provides additional discussion on accounting and policy changes resulting from Rate Decision No. 74364.

Infrastructure Coordination and Financing Agreements — |CFAs are agreements with developers and homebuilders whereby GWRI, the indirect
parent of the operating utilities, provides services to plan, coordinate, and finance the water and wastewater infrastructure that would otherwise be
reguired to be performed or subcontracted by the devel oper or homebuilder.



Under the ICFAs, GWRI has a contractual obligation to ensure physical capacity exists through its regulated utilities for water and wastewater to
the landowner/devel oper when needed. This obligation persists regardless of connection growth. Fees for these services are typically a negotiated
amount per equivalent dwelling unit for the specified development or portion of land. Payments are generally due in installments, with a portion due
upon signing of the agreement, a portion due upon completion of certain milestones, and the final payment due upon final plat approval or sale of
the subdivision. The payments are non-refundable. The agreements are generally recorded against the land and must be assumed in the event of a
sale or transfer of the land. The regional planning and coordination of the infrastructure in the various service areas has been an important part of
GWRI’s business model.

In February 2014, the ACC issued Rate Decision No. 74364, and concluded I CFA funds already received would no longer be

deemed CIAC for rate making purposes. ICFA funds aready received or which had become due prior to the date of Rate Decision No. 74364 were
recognized as revenue once the obligations specified in the ICFA were met. Rate Decision No. 74364 prescribes that of the ICFA funds which come
due and are paid subsequent to December 31, 2013, 70% of the ICFA funds will be recorded in the associated utility subsidiary as a hook-up fee
(“HUF”) liability, with the remaining 30% to be recorded as deferred revenue, which the Company accounts for in accordance with the Company's
ICFA revenue recognition policy. A HUF tariff, specifying the dollar value of a HUF for each utility, was approved by the ACC as part of Rate
Decision No. 74364. The Company is responsible for assuring the full HUF valueis paid from ICFA proceeds, and recorded initsfull amount, even if
it resultsin recording less than 30% of the ICFA fee as deferred revenue.

The Company will account for the portion allocated to the HUF as a CIAC contribution. However, in accordance with the ACC directives the CIAC
is not deducted from rate base until the HUF funds are expended for utility plant. Such funds will be segregated in a separate bank account and
used for plant. A HUF liability will be established and will be amortized as a reduction of depreciation expense over the useful life of the related
plant once the HUF funds are utilized for the construction of plant. For facilities required under aHUF or ICFA, the utilities must first use the HUF
moneys received, after which, it may use debt or equity financing for the remainder of construction. The Company will record 30% of the funds
received, up until the HUF liability is fully funded, as deferred revenue, which is to be recognized as revenue once the obligations specified within
the ICFA are met, including construction of sufficient operating capacity to serve the customers for which revenue was deferred.

As of December 31, 2020 and December 31, 2019, ICFA deferred revenue recorded on the consolidated balance sheet totaled $17.8 million and $17.4
million, respectively, which represents deferred revenue recorded for |CFA funds received on contracts that had become due prior to Rate Decision
No. 74364.

Intangible assets/ Regulatory liability — Pursuant to Rate Decision No. 74364, approximately 70% of |CFA fundsto be received in the future will be
recorded as a HUF, until the HUF is fully funded at the Company’s applicable utility subsidiary. The remaining approximate 30% of future ICFA
funds will be recorded at the parent company level and will be subject to the Company’s ICFA revenue recognition accounting policy. As the
Company now expects to experience an economic benefit from the approximately 30% portion of future ICFA funds, 30% of the regulatory liability,
or $3.4 million, wasreversed in 2014. The remaining 70% of the regulatory liability, or $7.9 million, will continue to be recorded on the balance sheet.

The intangibl e assets amortize when the corresponding ICFA funds are received in proportion to the amount of total cash expected to be received
under the underlying agreements. The recognition of amortization expense will be partially offset by a corresponding reduction of the regulatory
liability.

As of December 31, 2020, regulatory liability recorded on the consolidated balance sheet totaled $8.0 million, of which $6.6 million relates to the
offset of intangible assets related to ICFA contracts obtained in connection with our Santa Cruz, Palo Verde, and Sonoran acquisitions, and the
remaining $1.4 million relates to the TCJA rate reduction mandated by the ACC pursuant to Rate Decision No. 76901.

3. REVENUE RECOGNITION

On January 1, 2019, the Company adopted ASC 606, using the modified retrospective approach. The Company identified its sources of revenue
streams that fall within the scope of this guidance and applied the five-step model to all qualifying revenue
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streams to determine when to recognize revenue. The Company concluded that there is not amaterial change to how revenue was recognized before
and after the adoption of ASC 606; therefore, no cumulative retained earnings adjustment was required.

Regulated Revenue

The Company's operating revenues are primarily attributable to regulated services based upon tariff rates approved by the ACC. Regulated service
revenues consist of amounts billed to customers based on approved fixed monthly fees and consumption fees, as well as unbilled revenues
estimated from the last meter reading date to the end of the accounting period utilizing historical customer data recorded as accrued revenue. The
measurement of sales to customers is generally based on the reading of their meters, which occurs on a systematic basis throughout the month. At
the end of each month, the Company estimates consumption since the date of the last meter reading and a corresponding unbilled revenue is
recoghized. The unbilled revenue estimate is based upon the number of unbilled days that month and the average daily customer billing rate from



the previous month (which fluctuates based upon customer usage). The Company applies the invoice practical expedient and recognizes revenue
from contracts with customers in the amount for which the Company has aright to invoice. The Company has the right to invoice for the volume of
consumption, service charge, and other authorized charges.

The Company satisfies its performance obligation to provide water, wastewater, and recycled water services over time as the services are rendered.
Regulated services may be terminated by the customers at will, and, as a result, no separate financing component is recognized for the Company's
collections from customers, which generally require payment within 15 days of billing. The Company applies judgment, based principally on
historical payment experience, in estimating its customers' ability to pay.

The Company has elected to apply the sales tax practical expedient, whereby qualifying excise and other taxes collected from customers and
remitted to governmental authorities are not included in reported revenues.

Unregulated Revenue

Unregulated revenues represent those revenues that are not subject to the ratemaking process of the ACC. Unregulated revenues are limited to
rental revenue and imputed revenues resulting from a portion of ICFA funds received. ICFAs are agreements with developers and homebuilders
where the Company provides services to plan, coordinate, and finance the water and wastewater infrastructure that would otherwise be required to
be performed or subcontracted by the developer or homebuilder. In return, the developers and homebuilders pay the Company an agreed-upon
amount per dwelling unit for the specified development or portion of land. In addition, under ICFA agreements, the Company has a contractual
obligation to ensure physical capacity exists through its regulated utilities for water and wastewater to the devel oper when needed. This obligation
persists regardless of connection growth.

The Company believes that these services are not distinct in the context of the contract because they are highly interdependent with the
Company’s ability to provide fitted capacity for water and wastewater services. The Company concluded that the goods and services provided
under |CFA contracts constitute a single performance obligation.

IFCA revenue is recognized at a point in time when the Company has the necessary capacity in place within its infrastructure to provide
water/wastewater services to the developer. The Company exercises judgment when estimating the number of equivalent dwelling units that the
Company has capacity to serve.

Disaggregated Revenues

For the years ended December 31, 2020 and 2019, disaggregated revenues from contracts with customers by major source and customer class are as
follows (in thousands):
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Year Ended December 31,
2020 2019
REGULATED REVENUE
Water Services
Residential $ 12818 $ 11,519
Irrigation 3,309 3,008
Commercial 836 768
Construction 540 152
Other water revenues 569 696
Total water revenues 18,072 16,143
Wastewater and recycled water services
Residential 18,056 17,053
Commercial 933 908
Recycled water revenues 1,181 922
Other wastewater revenues 224 380
Total wastewater and recycled water revenues 20,394 19,263
TOTAL REGULATED REVENUE 38,466 35,406
UNREGULATED REVENUE
ICFA revenues — —
Rental revenues 160 64
Other Miscellaneous revenues 1 1
TOTAL UNREGULATED REVENUE 161 65

TOTAL REVENUE $ 38,627 $ 35,471




Contract Balances

Our contract assets and liabilities consist of the following (in thousands):

December 31, 2020 December 31, 2019
CONTRACT ASSETS
Accountsreceivable
Water services $ 1,203 $ 791
Wastewater and recycled water services 1,149 926
Total contract assets”) $ 2352 $ 1,717
CONTRACT LIABILITIES
Deferred revenue - ICFA $ 17843 $ 17,372
Refund liability - regulated® 733 587
Deferred revenue - other® 4 —
Total contract liabilities $ 18580 $ 17,959

@ The increase in accounts receivable was primarily due to the effects of the ACC calling for a moratorium on disconnections and |ate fees due to
the novel strain of coronavirus ("COVID-19") pandemic, coupled with theincrease in customersin 2020 compared to 2019.

@ The increase in refund liability is due to the phase-in approach approved in Rate Decision No. 76901. Refer to Note 1—"Basis of Presentation,
Corporate Transactions, Significant Accounting Policies, and Recent Accounting Pronouncements — Corporate Transactions — ACC Tax Docket"
of the notes to the consolidated financial statementsfor further details.
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®) The increase in deferred revenue - other is due to a new rental contract entered into during the three months ended March 31, 2020, for which
rental payments were collected in advance.

Remaining Performance Obligations

Revenue allocated to remaining performance obligations represents contracted revenue that has not yet been recognized, which includes deferred
revenue and amounts that will be invoiced and recognized as revenue in future periods. Contracted revenue expected to be recognized in future
periods was approximately $17.8 million at December 31, 2020 and approximately $17.4 million at December 31, 2019. Deferred revenue is recognized
as revenue once the obligations specified within the applicable ICFA are met, including construction of sufficient operating capacity to serve the
customers for which revenue was deferred. Due to the uncertainty of future events, the Company is unable to estimate when to expect recognition
of deferred revenue.

4. PROPERTY, PLANT AND EQUIPMENT

Property, plant, and equipment at December 31, 2020 and December 31, 2019 consist of the following (in thousands):

Average
Depreciation Life (in
December 31, 2020 December 31, 2019 years)

Mains/lines/sewers $ 145910 $ 138,173 49

Plant 96,654 94,615 31

Equipment 37,347 35,497 14

Meters 14,548 14,057 13

Furniture, fixture and leasehold improvements 1,650 623 27

Computer and office equipment 1,108 785 6

Software 241 241 8
Land and land rights 1,159 1,051
Other 699 700
Construction work-in-process 40,877 40,561
Total property, plant and equipment 340,193 326,303
L ess accumulated depreciation (101,302 (92,749)
Net property, plant and equipment $ 238891 $ 233,554

5. ACCOUNTSRECEIVABLE



Accounts receivable as of December 31, 2020 and December 31, 2019 consist of the following (in thousands):
December 31, 2020 December 31, 2019

Billed receivables $ 2352 % 1,718
Less allowance for doubtful accounts $ (205) (87)
Accounts receivable — net $ 2147 ' $ 1631

The following table summarizes the alowance for doubtful accounts activity as of and for the years ended December 31, 2020 and December 31,
2019 (in thousands).

Balance at Additions Charged to
Beginning of Charged to Other Balance at End
Period Expense Accounts Write-offs of Period
Allowancefor doubtful accounts:
Y ear Ended December 31, 2020 $ @n $ (169) $ @ $ 58 $ (205)
Y ear Ended December 31, 2019 $ (145) $ (56) $ (24) $ 138 $ (87)
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6. EQUITY METHOD INVESTMENT

The Company previously had an investment in a limited partnership, FATHOM Water Management Holdings, LLP, which, through subsidiaries,
owned Global Water Management, LLC ("GWM"). This investment was accounted for under the equity method due to the investment being
considered more than minor. In December of 2019, GWM ceased to provide substantially all of the billing, customer service, and other support
services previously provided to its customers, including the Company's regulated utilities. The carrying value of thisinvestment is zero as of both
December 31, 2020 and 2019.

7. GOODWILL AND INTANGIBLE ASSETS
Goodwill

As of December 31, 2020, the goodwill balance of $4.6 million related to the Turner, Red Rock, Mirabell, Francesca, Tortolita, and Lyn Lee
acquisitions. There were no indicators of impairment identified as a result of the Company's review of events and circumstances related to its
goodwill subsequent to the acquisitions. Based on our annual impairment testing performed on November 1st, no impairment was recorded.

Intangible Assets

As of December 31, 2020 and December 31, 2019 intangible assets consisted of the following (in thousands):

December 31, 2020 December 31, 2019
Gross Accumulated Net Gross Accumulated Net
Amount Amortization Amount Amount Amortization Amount
INDEFINITE LIVED INTANGIBLE ASSETS:
CP Water Certificate of Convenience &
Necessity service area 1,532 $ 1532 $ 1,532 $ 1,532
Intangible trademark 13 13 13 13
Franchise contract rights 129 129 129 129
Organizational costs 67 67 67 67
1,741 1,741 1,741 1,741

DEFINITE LIVED INTANGIBLE ASSETS:
Acquired ICFAs 17,978 (13,718) 4,260 17,978 (12,568) 5,410
Sonoran contract rights 7,406 (2,222) 5,184 7,406 (2,003) 5,403

25,384 (15,940) 9,444 25,384 (14,571) 10,813
Total intangible assets $ 27,125 $ (15,940) $ 11,185 $ 27125 $ (14,571) $ 12,554

A Certificate of Convenience & Necessity ("CC&N") is a permit issued by the ACC allowing a public service corporation to serve a specified area,
and preventing other public service corporations from offering the same services within the specified area. The CP Water CC& N intangible asset
was acquired through the acquisition of CP Water Company in 2006. This CC&N permit has no outstanding conditions that would require renewal .

Franchise contract rights and organizational costs were acquired as part of the Red Rock acquisition. Franchise contract rights are agreements with
Pima and Pinal counties that allow the Company to place infrastructure in public right-of-way and permits expected to be renewable indefinitely.



Organizational costs represent fees paid to federal or state governments for the privilege of incorporation and expenditures incident to organizing
the corporation and preparing it to conduct business.

Acquired ICFAs and contract rights related to our 2005 acquisition of Sonoran Utility Services, LLC assets are amortized when cash is received in
proportion to the amount of total cash expected to be received under the underlying agreements. Due to the uncertainty of the timing of when cash
will be received under ICFA agreements and contract rights, we cannot reliably estimate when the remaining intangible assets' amortization will be
recorded. Amortization in the amount of $1.4 million and $0.4 million was recorded for these balances for the years ended December 31, 2020 and
2019, respectively.

8. TRANSACTIONSWITH RELATED PARTIES

The Company provides medical benefits to our employees through our participation in a pooled plan sponsored by an affiliate of a shareholder and
director of the Company. Medical claims paid to the plan were approximately $0.9 million and $0.3 million for the years ended December 31, 2020 and
2019, respectively.
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As GWM was previously owned by the Company, it had historically provided billing, customer service, and other support services for the
Company'’s regulated utilities. In connection with the sale of GWM in 2013, the Company agreed to use GWM's FATHOM platform for al of its
regulated utility services for an initial term of 10 years pursuant to a services agreement. The services agreement was amended on November 17,
2016, which extended the term of the contract through December 31, 2026. As part of the amended agreement, the Company reduced the monthly
rate per connection from $7.79 per water account/month to $6.24 per water account/month. Additionally, the scope of services was expanded to
include ameter replacement program of approximately $11.4 million, wherein the Company replaced a majority of its meter infrastructure.

On September 10, 2019, the services agreement was amended and restated to, among other things, revise the scope of services to reflect upgrades
and improvements to the FATHOM platform. Pursuant to the amended and restated agreement, GWM agreed to continue providing billing,
customer service, and other support services for the Company’sregulated utilities at amonthly rate of $6.43 per managed account.

As previously disclosed, based on the breach of the services agreement and cessation of services by GWM on December 20, 2019, the Company
considers the services agreement to be terminated effective on that date.

Pursuant to the services agreement, the Company was entitled to quarterly royalty payments based on a percentage of certain of GWM’srecurring
revenues for a 10-year period, up to a maximum of $15.0 million, of which $2.3 million was received over the six year period. Accordingly, following
the termination of the services agreement on December 20, 2019, the Company no longer received such royalty payments for periods after such
date. During 2020, no FATHOM royalties were received and zero service fees were incurred. For the year ended December 31, 2019, the FATHOM
royalties received totaled approximately $0.4 million and service feesincurred were $1.7 million.

9. ACCRUED EXPENSES

Accrued expenses at December 31, 2020 and December 31, 2019 consist of the following (in thousands):
December 31, 2020  December 31, 2019

Deferred compensation $ 1399 $ 2,008
Property taxes 1,191 1,095
Interest 472 475
Dividend payable 550 519
Asset retirement obligation 697 697
Accrued Bonus 569 344
Customer prepayments 356 315
Other accrued liabilities 3,027 2,093
Total accrued expenses $ 8261 $ 7,546

10. FAIR VALUE
Fair Value of Financial Instruments

FASB ASC 820 establishes a fair value hierarchy that distinguishes between assumptions based on market data (observable inputs) and the
Company's assumptions (unobservable inputs). The hierarchy consists of threelevels, asfollows:



* Level 1- Quoted market pricesin active markets for identical assetsor liabilities
* Level 2- Inputsother than Level 1 that are either directly or indirectly observable

+ Level 3- Unobservableinputs devel oped using the Company's estimates and assumptions, which reflect those that the Company believes
market participants would use.
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Financial assets and liabilities measured at fair value on a recurring basis as of December 31, 2020 and December 31, 2019 were as follows (in
thousands):

December 31, 2020 December 31, 2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Asset/Liability Type:

HUF Funds - restricted cash® $ — 3 2482 $ — 3 2482 $ — 627 $ — 3 627
Demand Deposit® 2,135 — — 2,135 2,132 — — 2,132
Certificate of Deposit -

Restricted® — 790 — 790 — 705 — 705
Long-term debt® — 127,724 — 127,724 — 121,075 — 121,075
Acquisition Liability™ — — 838 838 — — 838 838
Total $ 2135 $ 130,99 $ 838 $ 13399 $ 2132 $ 122407 $ 838 $ 125377

(1) HUF Funds - restricted cash and Certificate of Deposit - Restricted are presented on the Restricted cash line item of the Company's consolidated balance sheets. They
are valued at amortized cost, which approximates fair value.

(2) Demand Deposit are presented on the Cash and cash equivalents line item of the Company's consolidated balance sheets. They are valued at amortized cost, which
approximates fair value.

(3) Thefair value of our debt was estimated based on interest rates considered available for instruments of similar terms and remaining maturities.

(4) As part of the Red Rock acquisition, the Company is required to pay to the seller a growth premium equal to $750 for each new account established within three
specified growth premium areas, commencing in each area on the date of the first meter installation and ending on the earlier of ten years after such first installation date,
or twenty years from the acquisition date. The fair value of the acquisition liability was calculated using a discounted cash flow technique which utilized unobservable inputs
developed using the Company's estimates and assumptions. Significant inputs used in the fair value calculation are as follows: year of the first meter installation, total new
accounts per year, years to complete full build out, and discount rate.

11. DEBT

The outstanding balances and maturity dates for short-term (including the current portion of long-term debt) and long-term debt as of
December 31, 2020 and December 31, 2019 are as follows (in thousands):

December 31, 2020 December 31, 2019
Short-term Long-term Short-term Long-term

BONDSAND NOTESPAYABLE -
4.38% Series A 2016, maturing June 2028 — 28,750 $ — 28,750
4.58% Series B 2016, maturing June 2036 1,917 84,333 — 86,250
1.20% WIFA Loan, maturing October 2032 — — — —
4.65% Harquahala L oan, maturing January 2021 3 — 6 8
4.60% WIFA Loan, maturing March 2037 — — 1 15

1,920 113,083 7 115,018
OTHER
Capital |ease obligations 115 136 110 251
Debt issuance costs — (560) — (605)
Total debt $ 2035 $ 112,659 $ 117 $ 114,664
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2016 Senior Secured Notes

On June 24, 2016, the Company issued two series of senior secured notes with an aggregate total principal balance of $115.0 million at a blended
interest rate of 4.55%. Series A carries a principal balance of $28.8 million and bears an interest rate of 4.38% over a twelve-year term, with the
principal payment due on June 15, 2028. Series B carries a principal balance of $86.3 million and bears an interest rate of 4.58% over a 20-year term.
Series B isinterest only for the first five years, with $1.9 million principal payments paid semiannually thereafter. The proceeds of the senior secured
notes were primarily used to refinance the previously outstanding long-term tax exempt bonds, which were subject to an early redemption option at
103%, plus accrued interest, as aresult of the the Company's initial public offering in the United States. As part of the refinancing of the long-term
debt, the Company paid a prepayment penalty of $3.2 million and wrote off the remaining $2.2 million in capitalized loan fees related to the tax exempt
bonds, which were recorded as additional interest expense in the second quarter of 2016. The senior secured notes are collateralized by a security
interest in the Company’s equity interest in its subsidiaries, including all payments representing profits and qualifying distributions. Debt issuance
costs as of both December 31, 2020 and December 31, 2019 were $0.6 million.

The senior secured notes require the Company to maintain a debt service coverage ratio of consolidated EBITDA to consolidated debt service of at
least 1.10 to 1.00. Consolidated EBITDA is calculated as net income plus depreciation, taxes, interest and other non-cash charges net of non-cash
income. Consolidated debt service is calculated as interest expense, principal payments, and dividend or stock repurchases. The senior secured
notes also contain a provision limiting the payment of dividends if the Company falls below a debt service ratio of 1.25. However, for the quarter
ending June 30, 2021 through the quarter ending March 31, 2024, the ratio drops to 1.20. The debt service ratio increases to 1.25 for any fiscal
quarter during the period from and after June 30, 2024. As of December 31, 2020, the Company was in compliance with itsfinancial debt covenants.

Eagletail Loans

In May 2017, the Company acquired Eagletail Water Company ("Eagletail"). As part of the acquisition, the Company assumed two unsecured loans
held by Eagletail. These loans are payable to the Water Infrastructure Finance Authority of Arizona ("WIFA") and Harquahala Valley Community
Benefits Foundation ("Harquahala'). The WIFA loan bears an interest rate of 1.20% over a 20-year term, while the Harquahalaloan bears an interest
rate of 4.65% over a 15-year term. The Company paid off the WIFA loan in March 2019 and the Harquahalaloan in January 2021.

In 2017, the Company entered into a second loan payable to WIFA ("2017 WIFA"), and no borrowings were made until 2018. The 2017 WIFA loan
bears an interest rate of 4.60% over a 20-year term. The original loan amount was approximately $175,000, of which approximately $157,000 was
forgiven. The Company paid off the 2017 WIFA loan in February 2020.

Revolving Credit Line

On April 20, 2018, the Company entered into an agreement with MidFirst Bank, a federally chartered savings association (the "MidFirst Bank Loan
Agreement"), for atwo-year revolving line of credit up to $8.0 million. The credit facility bore an interest rate equal to the London Interbank Offered
Rate (LIBOR) plus 2.25%. In April 2019, the Company signed an amendment to the MidFirst Bank Loan Agreement, which extended the maturity of
the line of credit to April 30, 2022 and modified the debt service coverage ratio to match the ratio required by the senior secured notes discussed
above; all other terms remained unchanged. In April 2020, the Company terminated the MidFirst Bank Loan Agreement and entered into a loan
agreement with Northern Trust Company, an Illinois banking corporation (the "Northern Trust Company Loan Agreement"), for a new two-year
revolving line of credit up to $10.0 million with a maturity date of April 30, 2022. This new credit facility, which may be used to refinance existing
indebtedness, to acquire assets to use and/or expand the Company's business, and for general corporate purposes, bears an interest rate equal to
LIBOR plus 2.00% and has no unused line fee. As of December 31, 2020, we had no outstanding borrowings under this credit line. Unamortized debt
issuance costs as of December 31, 2020 and 2019 were $46,000 and $49,000, respectively.

The Northern Trust Company Loan Agreement requires the Company to maintain a debt service coverage ratio of consolidated EBITDA to
consolidated debt service of at least 1.10 to 1.00. The Northern Trust Company Loan Agreement also contains a provision limiting the payment of
dividends if the Company falls below a debt service ratio of 1.25. However, for the quarter ending June 30, 2021 through the quarter ending March
31, 2022, theratio dropsto 1.20. As of December 31, 2020, the Company was in compliance with its financial debt covenant.
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At December 31, 2020, the remaining aggregate annual maturities of debt and minimum |ease payments under capital |ease obligations for the years
ended December 31 are asfollows (in thousands):

Capital Lease
Debt Obligations

2021 $ 1920 $ 115
2022 3,833 88
2023 3,833 47




2024 3,833 1

2025 3,833 —
Thereafter 97,751 —
Subtotal 115,003 251
L ess. amount representing interest — (1)
Total $ 115,003 $ 240

12. INCOME TAXES

The Company utilizes the asset and liability method of accounting for income taxes. Under the asset and liability method, deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets will not be
realized. As of December 31, 2020 and December 31, 2019, the Company did not have any valuation allowances or unrecognized tax benefits.

The income tax benefit from continuing operations for the years ended December 31, 2020 and 2019 is comprised of the following (in thousands):

2020
Federal State Total
Current income tax expense $ 1,710 $ 2710 $ 1,980
Deferred income tax expense (benefit) $ (1,086 $ (123) $ (1,209)
Income tax expense $ 624 $ 147 $ 771
2019
Federal State Total
Current income tax expense $ 34 $ 220 $ 534
Deferred income tax expense 670 (42) $ 628
Income tax expense $ 94 3 178 $ 1,162

ASC 740, Income Taxes, prescribes the method to determine whether a deferred tax asset is realizable and significant weight is given to evidence
that it can be objectively verified. As of December 31, 2020 and 2019, the Company recorded no valuation allowance.
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The following table summarizes the Company’ s temporary differences between book and tax accounting that give rise to the deferred tax assets and
deferred tax liabilities, as of December 31, 2020 and 2019 (in thousands):

December 31, December 31,
2020 2019
DEFERRED TAX ASSETS:
Taxable meter deposits 2 $ 23
Net operating loss carry forwards — 453
Balterraintangible asset acquisition 224 224
Deferred gain on Sale of GWM — 1,067
Deferred gain on |CFA fundsreceived 4,438 4,320
Equity investment loss — 426
AIAC 3,706 1,264
Other 1,311 1,059
Total deferred tax assets 9,701 8,336
Valuation allowance — —
Net deferred tax asset 9,701 8,836
DEFERRED TAX LIABILITIES:
Regulatory liability (272) (286)
CP Water intangible asset acquisition (381) (381)

ICFA intangible asset (705) (807)



Property, plant and equipment (11,227) (11,302)

Gain on condemnation of Vaencia 8 (120)
Other Liabilities (877) (858)
Total deferred tax liabilities (13,354) (13,754)

Net deferred tax liability $ (3653) $ (4,918)

As of December 31, 2020, we have approximately no remaining net operating loss (“NOL") carry forwards.

The effective tax rates for the years ended December 31, 2020 and 2019 were 41.1% and 34.9%, respectively. The effective tax rate for the year ended
December 31, 2020 was greater than the federal statutory rate of 21% primarily due to the impact of the regulatory liability recorded as a result of
Rate Decision No. 76901, state income taxes, share based compensation, and IRC Section 4534 interest.

13. DEFERRED COMPENSATION AWARDS
Stock-based compensation

Stock-based compensation related to option awards is measured based on the fair value of the award. The fair value of stock option awards is
determined using a Black-Scholes option-pricing model. We recognize compensation expense associated with the options over the vesting period.

2017 stock option grant

In August 2017, GWRI's Board of Directors granted stock options to acquire 465,000 shares of GWRI's common stock to employees throughout the
Company. The options were granted with an exercise price of $9.40, the market price of the Company's common shares on the NASDAQ Global
Market at the close of business on August 10, 2017. The options vest over afour-year period, with 25% having vested in August 2018, 25% having
vested in August 2019, 25% having vested in August 2020, and 25% vesting in August 2021. The options have a 10-year life. The Company will
expense the $1.1 million fair value of the stock option grant ratably over the four-year vesting period. Stock-based compensation expense of $0.3
million was recorded for both years ended December 31, 2020 and 2019. As of December 31, 2020, 13,904 options have been exercised and 68,325
options have been forfeited with 382,771 outstanding.
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2019 stock option grant

In August 2019, GWRI's Board of directors granted stock options to acquire 250,000 shares of GWRI's common stock to employees throughout the
Company. The options were granted with an exercise price of $11.26, the market price of the Company's common shares on the NASDAQ Global
Market at the close of business on August 13, 2019. The options vest over afour-year period, with 25% having vested in August 2020, 25% vesting
in August 2021, 25% vesting in August 2022, and 25% vesting in August 2023. The options have a 10-year life. The Company will expense the
$0.8 million fair value of the stock option grant ratably over the four-year vesting period. Stock-based compensation expense of $0.2 million and $0.1
million was recorded for the years ended December 31, 2020 and 2019, respectively. As of December 31, 2020, 1,144 options have been exercised and
5,714 options have been forfeited with 243,142 outstanding.

A summary of stock option activity isasfollows (in thousands, except option prices and years):
Weighted Average

Weighted Average Remaining Aggregate Intrinsic
Number of Options Exercise Price Contractual Life Value

Options Outstanding at December 31, 2018 498 $ 9.02 70 $ 558.9
Options Vested at December 31, 2018 196 $ 8.43 44 % 3354
Granted 250 $ 11.26
Exercised (67) $ 7.67
Forfeited (49) $ 8.06
Cancelled —
Options Outstanding at December 31, 2019 633 $ 10.12 84 $ 1,915.1
Options Vested at December 31, 2019 193 $ 9.40 96 $ 725.4
Granted —
Exercised 5) $ 9.83
Forfeited 2 $ 10.85
Cancelled —
Options Outstanding at December 31, 2020 626 $ 10.12 739 $ 2,683.6

Options Vested at December 31, 2020 348 ¢ 9.72 6.96 $ 1,629.7




Phantom stock compensation

The following table details total awards granted and the number of units outstanding as of December 31, 2020 along with the amounts paid to
holders of phantom stock units ("PSUs") for the years ended December 31, 2020 and 2019 (in thousands, except unit amounts):

Amounts Paid For the Year Ended
December 31,

Grant Date Units Granted Units Outstanding 2020 2019
Q1 2016 34,830 — — 29
Q12017 22,712 — 24 80
Q12018 30,907 2,576 113 109
Q12019 32,190 13,413 118 86
Q12020 22,481 16,861 58 —
Total 143,120 32850 $ 313 % 304
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Stock appreciation rights compensation

The following table details the recipients of the stock appreciation rights ("SARS") awards, the grant date, units granted, exercise price, outstanding
units as of December 31, 2020 and amounts paid during the years ended December 31, 2020 and 2019 (in thousands, except unit and per unit
amounts):

Amounts Paid For the Year Ended
December 31,

Grant Units Exercise Units
Recipients Date Granted Price Outstanding 2020 2019
Members of Management (D) Q12015 299000 $ 4.6 80,500 208 481
Key Executives @) Q2 2015 300,000 $ 513 — 623 705
Members of Management (D®) Q32017 103000 $ 940 54,750 37 125
Members of Management (D(©) Q12018 33000 $ 899 24,750 — 27
Total 735,000 160,000 $ 868 $ 1,338

(1) The SARs vest ratably over sixteen quarters from the grant date.

(2) The SARs vest over sixteen quarters, vesting 20% per year for the first three years, with the remainder, 40%, vesting in year four.
(3) The exercise price was determined to be the fair market value of one share of GWRC stock on the grant date of February 11, 2015.
(4) The exercise price was determined to be the fair market value of one share of GWRC stock on the grant date of May 8, 2015.

(5) The exercise price was determined to be the fair market value of one share of GWRI stock on the grant date of August 10, 2017.
(6) The exercise price was determined to be the fair market value of one share of GWRI stock on the grant date of March 12, 2018.

For the years ended December 31, 2020 and 2019, the Company recorded approximately $1.6 million and $1.4 million of compensation expense related
to the PSUs and SARs, respectively. Based on GWRI's closing share price on December 31, 2020 (the last trading date of the quarter), deferred
compensation expense to be recognized over future periodsis estimated for the years ending December 31 as follows (in thousands):

PSUs SARs
2021 273 153
2022 112 13
Total 385 166

Restricted stock compensation

On May 7, 2020, the Company's stockhol ders approved the Global Water Resources, Inc. 2020 Omnibus I ncentive Plan which allows restricted stock
awards as aform of compensation. A restricted stock award ("RSA") represents the right to receive a share of the Company's common stock. RSAs
vest over two to three years, beginning on the date of the grant. The Company assumes that forfeitures will be minimal and recognizes forfeitures as
they occur, which resultsin areduction in compensation expense. During the year ended December 31, 2020, 177,490 RSAswereissued. The
Company recorded approximately $1.0 million of compensation expense related to the grant and partial vesting of RSAsfor the year ended
December 31, 2020. No compensation expense was recorded for the year ended December 31, 2019. The following table summarizes the RSA
transactions for the year ended December 31, 2020:



Number of RSAs Weighted Average Fair Value

Granted 177,490 $ 11.25
Stock units vested and issued 49,163 11.32
Forfeited — _
Nonvested RSAs at end of period 128327 $ 1122

14. SUPPLEMENTAL CASH FLOW INFORMATION
Thefollowing is supplemental cash flow information for the years ended December 31, 2020 and 2019 (in thousands):
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For the Year Ended December 31,
2020 2019

Supplemental cash flow information:

Cash paid for interest $ 5224 $ 5,228

Cash paid for taxes $ 240 $ 86
Non-cash financing and investing activities:

Capital expendituresincluded in accounts payable and accrued liabilities $ 586 $ 1,500

Contributionsin aid of construction - loan forgiveness $ — $ 31

Capital |ease additions $ — $ 29

15. COMMITMENTSAND CONTINGENCIES
Commitments

In September 2018, the Company's corporate office lease agreement was amended to include the rental of additional office space for the period of
September 1, 2018 through February 28, 2019. In January 2019, the lease agreement was amended to extend the term of the lease, with a
commencement date of March 1, 2019 and termination date of May 31, 2022. As such, the Company's monthly rent expense increased to
approximately $15,000. Rent expense arising from the operating leases totaled approximately $0.2 million for both the years ended December 31, 2020
and 2019.

Contingencies

From time to time, in the ordinary course of business, the Company may be subject to pending or threatened lawsuits in which claims for monetary
damages are asserted. Management is not aware of any legal proceeding of which the ultimate resolution could materially affect our financial
position, results of operations, or cash flows.
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ITEM 9. CHANGESINAND DISAGREEMENTSWITH ACCOUNTANTSON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLSAND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, reviewed and evaluated the effectiveness of our
disclosure controls and procedures (as such term is defined in Rule 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period
covered by this Form 10-K. Based on that evaluation, our Chief Executive Officer and Chief Financia Officer have concluded that, as of December
31, 2020, our disclosure controls and procedures were effective to ensure that information required to be disclosed by us in reports that we file or
submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the SEC's rules and forms and
that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure.



Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as such term is defined in Rule
13a-15(f) and 15d-15(f) under the Exchange Act). Under the supervision and with the participation of our management, including our Chief Executive
Officer and Chief Financial Officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the
framework established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on our evaluation under this framework, our management concluded that our internal control over financial reporting was
effective as of December 31, 2020.

In addition, we are an emerging growth company, as defined under the Jumpstart Our Business Startups Act (the "JOBS Act"). Accordingly, our
registered public accounting firm will not be required to attest to, or report on, management’s assessment regarding internal control over financial
reporting for aslong as the Company is deemed to be an emerging growth company.

Changesin Internal Control over Financial Reporting

There was no change in our internal control over financial reporting during the fiscal quarter ended December 31, 2020 that has materially affected,
or isreasonably likely to materially affect, our internal control over financia reporting.

ITEM 9B. OTHER INFORMATION

None.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERSAND CORPORATE GOVERNANCE

The information required by this Item 10 is included under the following captions in our definitive proxy statement relating to our 2021 annual
meeting of stockholders to be filed with the Securities and Exchange Commission within 120 days after the end of our fiscal year ended December
31, 2020 (the "Proxy Statement") and is incorporated herein by reference: “Proposal One: Election of Directors’, “Executive Officers’, “ Other
Matters—Delinquent Section 16(a) Reports’, “ Other Matters—Code of Conduct and Ethics’, and “ Corporate Governance—Board and Committee
Information”.

ITEM 11. EXECUTIVE COMPENSATION

We are an emerging growth company, as defined under the Jumpstart Our Business Startups Act (the "JOBS Act"), and are therefore not required
to provide certain disclosures regarding executive compensation required of certain larger public companies or hold a nonbinding advisory vote on
executive compensation.

The information required by this Item 11 is included under the following captions in our Proxy Statement and is incorporated herein by reference:
“Corporate Governance—Compensation of Directors’ and “ Executive Compensation”.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The information required by this Item 12 is included under the following captions in our Proxy Statement and is incorporated herein by reference:
“Security Ownership of Certain Beneficial Owners and Management” and “ Equity Compensation Plan Information”.

ITEM 13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item 13 is included under the following captions in our Proxy Statement and is incorporated herein by reference:
“Corporate Governance—Independence of Directors” and “ Certain Relationships and Related Transactions”.

ITEM 14. PRINCIPAL ACCOUNTANT FEESAND SERVICES

The information required by this Item 14 is included under the following caption in our Proxy Statement and is incorporated herein by reference:
“Audit Matters—I ndependent Auditor’'s Fees”.

PART IV
ITEM 15. EXHIBITSAND FINANCIAL STATEMENT SCHEDULES



(@) Financial Statements and Financial Statement Schedules.

Our consolidated financial statements are included in Part I1, Item 8 of this Form 10-K. All other schedules for which provision is made in the
applicable accounting regulations of the Securities and Exchange Commission are included in the consolidated financial statements, including the
notes thereto, or areinapplicable, and therefore have been omitted.

(b) Exhibit

See Exhibit Index.

ITEM 16. FORM 10-K SUMMARY

None.
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Exhibit
Number Description of Exhibit Method of Filing
2.1.1 Arrangement Agreement Incorporated by reference to Exhibit 2.1 of the Company’ s Registration

Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

2.1.2 Plan of Arrangement Incorporated by reference to Exhibit 2.1.2 of Amendment No. 2 to the
Company’s Registration Statement on Form S-1 (File No. 333-209025)
filed with the SEC on April 13, 2016

3.1 Second Amended and Restated Certificate of Incorporation of Global Incorporated by reference to Exhibit 3.1 of the Company’s Current Report
Water Resources, Inc. on Form 8-K filed with the SEC on May 4, 2016
3.2 Amended and Restated Bylaws of Global Water Resources, Inc. Incorporated by reference to Exhibit 3.2 of the Company’s Current Report
on Form 8-K filed with the SEC on May 4, 2016
4.1 Form of Common Stock Certificate Incorporated by reference to Exhibit 4.1 of Amendment No. 4 to the

Company’s Registration Statement on Form S-1 (File No. 333-209025)
filed with the SEC on April 26, 2016

4.2 Form of 4.38% Senior Secured Notes, Series A due on June 15, 2028 Incorporated by reference to Exhibit 4.1 to the Company’ s Current Report
on Form 8-K filed with the SEC on June 28, 2016

4.3 Form of 4.58% Senior Secured Notes, Series B due on December 15, 2036 Incorporated by reference to Exhibit 4.2 to the Company’s Current Report
on Form 8-K filed with the SEC on June 28, 2016

4.4 Description of Company's securities Incorporated by reference to Exhibit 4.4 to the Company's Annual Report
on Form 10-K filed with the SEC on March 5, 2020.

10.1 Settlement Agreement for Stipulated Condemnation with the City of Incorporated by reference to Exhibit 10.1 of the Company’ s Registration
Buckeye, Arizona, dated March 19, 2015 Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

10.2 License Agreement with City of Maricopa, Arizona, dated November 9,  Incorporated by reference to Exhibit 10.2 of the Company’s Registration

2006 Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016
10.3 Employment Agreement with Ron Fleming, dated August 6, 2019* Incorporated by reference to Exhibit 10.1 of the Company’s Current

Report on Form 8-K filed with the SEC on August 8, 2019

10.4 Employment Agreement with Michael J. Liebman, dated August 6, 2019* Incorporated by reference to Exhibit 10.2 of the Company’s Current
Report on Form 8-K filed with the SEC on August 8, 2019

10.5 Employment Agreement with Christopher D. Kryaier, dated June 3, Filed herewith
2020*

10.6 Infrastructure Coordination Agreement with Pecan Valley Investments, Incorporated by reference to Exhibit 10.5 of the Company’ s Registration
LLC, dated January 28, 2004 Statement on Form S-1 (File No. 333-209025) filed with the SEC on

January 19, 2016

10.7 Infrastructure Coordination Agreement with INAN, LLC, dated July 1, Incorporated by reference to Exhibit 10.6 of the Company’s Registration
2004 Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

10.8 Infrastructure Coordination and Finance Agreement with Dana B. Byron Incorporated by reference to Exhibit 10.7 of the Company’ s Registration
and Jamie Maccallum, dated July 21, 2006 Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

10.9 Infrastructure Coordination and Finance Agreement with The Orchard at Incorporated by reference to Exhibit 10.8 of the Company’s Registration
Picacho, LLC, dated January 8, 2008 Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

10.10 Infrastructure Coordination, Finance and Option Agreement with Sierra  Incorporated by reference to Exhibit 10.9 of the Company’s Registration




Negra Ranch, LL C, dated July 10, 2006

10.11 Infrastructure Coordination and Finance Agreement, dated December 20,

10.12.1 GWR Global Water Resources Corp. Stock Option Plan*

10.12.2 First Amendment to GWR Global Water Resources Corp. Stock Option
Plan, dated September 12, 2012*
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Exhibit
Number Description of Exhibit

Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.10 of the Company’s Registration
Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.17.1 of the Company’s
Registration Statement on Form S-1 (File No. 333-209025) filed with the
SEC on January 19, 2016

Incorporated by reference to Exhibit 10.17.2 of the Company’s
Registration Statement on Form S-1 (File No. 333-209025) filed with the
SEC on January 19, 2016

Method of Filing

10.12.3 Second Amendment to GWR Global Water Resources Corp. Stock Option
Plan*

10.12.4 Third Amended to Global Water Resources, Inc. Stock Option Plan*

10.13.1 Global Water Resources, Inc. First Amended and Restated Stock
Appreciation Rights Plan, dated March 23, 2015*

10.13.2 Amendment to Global Water Resources, Inc. First Amended and Restated
Stock Appreciation Rights Plan*

10.14.1 Global Water Resources, Inc. Deferred Phantom Stock Unit Plan, dated
January 1, 2011*

10.14.2 Amendment to Global Water Resources, Inc. Deferred Phantom Stock
Unit Plan*

10.14.3 Second Amendment to Global Water Resources, Inc. Deferred Phantom
Stock Unit Plan*

10.14.4 Third Amendment to Global Water Resources, Inc. Deferred Phantom
Stock Unit Plan*

10.14.5 Fourth Amendment to Global Water Resources, Inc. Deferred Phantom
Stock Unit Plan*

10.15.1 Global Water Resources, Inc. Phantom Stock Unit Plan, dated May 1,
2015*

10.15.2 Amendment to Global Water Resources, Inc. Phantom Stock Unit Plan*

10.16.1 GWR Global Water Resources Corp. Deferred Phantom Stock Unit Plan,
dated January 1, 2011*

10.16.2 Amendment to GWR Global Water Resources Corp. Deferred Phantom
Stock Unit Plan*

10.17 Securities Purchase Agreement, dated June 5, 2013

10.18 Amended and Restated Agreement, dated September 10, 2019, by and
among certain wholly-owned subsidiaries of Global Water Resources, Inc.

and Global Water Management, LLC

10.19.1 Note Purchase Agreement, dated as of May 20, 2016, by and among
Global Water Resources, Inc. and certain Initial Purchasers

10.19.2 Amendment No. 1 to Note Purchase Agreement, dated December 19,
2017, by and among Global Water Resources, Inc. and the noteholders

party thereto

10.19.3 Amendment No. 2 to Note Purchase Agreement dated May 20, 2016 and
Amendment No. 1 to Security Agreements dated as of June 24, 2016,
dated April 18, 2018, by and among Global Water Resources, Inc., Global
Water, LLC, West Maricopa Combine, LLC, U.S. Bank, National
Association, as collateral agent, and the noteholders party thereto

10.20 Guaranty Agreement, dated as of June 24, 2016, by Global Water, LLC

Incorporated by reference to Exhibit 10.1 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Incorporated by reference to Exhibit 10.2 of the Company’s Current
Report on Form 8-K filed with the SEC on March 13, 2018

Incorporated by reference to Exhibit 10.18 of the Company’ s Registration
Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.2 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Incorporated by reference to Exhibit 10.19 of the Company’s Registration
Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.3 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed with the SEC on August 8, 2017

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed with the SEC on December 6, 2017

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed with the SEC on March 13, 2018

Incorporated by reference to Exhibit 10.20 of the Company’s Registration
Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.4 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Incorporated by reference to Exhibit 10.21 of the Company’ s Registration
Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

Incorporated by reference to Exhibit 10.5 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Incorporated by reference to Exhibit 10.22 of Amendment No. 1 to the
Company’s Registration Statement on Form S-1 (File No. 333-209025)
filed with the SEC on March 17, 2016

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed with the SEC on September 12, 2019

Incorporated by reference to Exhibit 10.1 to the Company’s Current
Report on Form 8-K filed with the SEC on May 26, 2016
Incorporated by reference to Exhibit 10.1 of the Company's Current
Report Form 8-K filed with the SEC on December 22, 2017

Incorporated by reference to Exhibit 10.7 of the Company's Current
Report on Form 8-K filed with the SEC on April 25, 2018

Incorporated by reference to Exhibit 10.2 to the Company’s Current
Report on Form 8-K filed with the SEC on June 28, 2016



10.21 Guaranty Agreement, dated as of June 24, 2016, by West Maricopa
Combine, Inc.

Incorporated by reference to Exhibit 10.3 to the Company’s Current
Report on Form 8-K filed with the SEC on June 28, 2016

10.22 Pledge and Security Agreement, dated as of June 24, 2016, by and between Incorporated by reference to the Exhibit 10.4 to Company’s Current

Global Water Resources, Inc. and U.S. Bank National Association, as
collateral agent
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101.INS
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Report on Form 8-K filed with the SEC on June 28, 2016

Method of Filing

10.23 Pledge and Security Agreement, dated as of June 24, 2016, by and between Incorporated by reference to Exhibit 10.5 to the Company’s Current

Global Water, LLC and U.S. Bank National Association, as collateral
agent

Report on Form 8-K filed with the SEC on June 28, 2016

10.24 Pledge and Security Agreement, dated as of June 24, 2016, by and between Incorporated by reference to Exhibit 10.6 to the Company’s Current

West Maricopa Combine, Inc. and U.S. Bank National Association, as
collateral agent

10.25 Standstill Agreement, dated December 21, 2017, by and among Global

Report on Form 8-K filed with the SEC on June 28, 2016

Incorporated by reference to Exhibit 10.4 of the Company's Current

Water Resources, Inc., Levine Investments Limited Partnerships, William Report on Form 8-K filed with the SEC on December 22, 2017

S. Levine, and Andrew M. Cohn
10.26 Global Water Resources, Inc. 2018 Stock Option Plan*

10.27 Global Water Resources, Inc. 2020 Omnibus Incentive Plan*

10.28 Loan Agreement, dated April 30, 2020, by and between Global Water
Resources, Inc. and The Northern Trust Company

10.29 Guaranty Agreement, dated as of April 30, 2020, by Global Water, LLC

10.30 Guaranty Agreement, dated as of April 30, 2020, by West Maricopa
Combine, LLC

10.31 Pledge and Security Agreement, dated as of April 30, 2020, by and
between Global Water Resources, Inc. and U.S. Bank National
Association, as collateral agent

10.32 Pledge and Security Agreement, dated as of April 30, 2020, by and
between Global Water LLC and U.S. Bank National Association, as

collateral agent

10.33 Pledge and Security Agreement, dated as of April 30, 2020, by and
between West Maricopa Combine, LLC and U.S. Bank National
Association, as collateral agent

10.34 Restricted Stock Agreement with Ron L. Fleming, dated May 8, 2020*

10.35 Restricted Stock Agreement with Michael J. Liebman, dated May 8,
2020*

10.36 Form of Restricted Stock Agreement*

14.1 Code of Ethics

21.1 Subsidiaries of Global Water Resources, Inc.

23.1 Consent of Deloitte & Touche LLP, Independent Registered Public
Accounting Firm

24.1 Power of Attorney
31.1Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer

31.2 Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer

32.1 Section 1350 Certification of Chief Executive Officer and Chief Financial

Officer

99.1 Arizona Corporation Commission Decision No. 74364

Incorporated by reference to Annex A to the Company’s Definitive Proxy
Statement on Schedule 14A filed with the SEC on April 6, 2018

Incorporated by reference to Exhibit 10.10 of the Company's Quarterly
Report on Form 10-Q filed with the SEC on August 6, 2020

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.2 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.3 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.4 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.5 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.6 of the Company's Current
Report on Form 8-K filed May 6, 2020

Incorporated by reference to Exhibit 10.1 of the Company's Current
Report on Form 8-K filed May 8, 2020

Incorporated by reference to Exhibit 10.2 of the Company's Current
Report on Form 8-K filed May 8, 2020

Incorporated by reference to Exhibit 10.3 of the Company's Current
Report on Form 8-K filed May 8, 2020

Incorporated by reference to Exhibit 14.1 of the Company’s Current
Report on Form 8-K filed with the SEC on May 4, 2016

Filed herewith
Filed herewith

See signature page hereto

Filed herewith

Filed herewith

Furnished herewith

Incorporated by reference to Exhibit 99.1 of the Company’ s Registration

Statement on Form S-1 (File No. 333-209025) filed with the SEC on
January 19, 2016

XBRL Instance Document - the instance document does not appear in the Filed herewith

Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document

Inline XBRL Taxonomy Extension Schema Document

Filed herewith
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101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document Filed herewith

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document Filed herewith

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document Filed herewith

101. PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document Filed herewith

104 Cover Page Interactive Data File (formatted as Inline XBRL with Filed herewith

applicable taxonomy extension information contained in Exhibits 101)
* Management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.
Global Water Resources, Inc.

Date: March 3, 2021 By: /s' Ron L. Fleming
Ron L. Fleming
President, Chief Executive Officer and Chairman of the Board

KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Ron L. Fleming and Michael J.
Liebman, and each of them, his or her true and lawful attorneys-in-fact and agents, with full power of substitution and re-substitution, for him or her
and in his or her name, place and stead, in any and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the
same, with all exhibits thereto and other documents in connection therewith the Securities and Exchange Commission, granting unto said attorneys-
in-fact and agents, and each of them, full power and authority to do and perform each and every act and thing requisite and necessary to be donein
and about the premises, as fully and to all intents and purposes as he or she might or could do in person hereby ratifying and confirming all that
said attorneys-in-fact and agents, or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

Signature Title Date

President, Chief Executive Officer, and Chairman of the

/s Ron L. Fleming Board March 3, 2021
Ron L. Fleming (Principal Executive Officer)
/s/ Michael J. Liebman Chief Financial Officer and Corporate Secretary March 3, 2021
Michael J. Liebman (Principal Financial and Accounting Officer)
/9 William S. Levine Director March 3, 2021

William S. Levine

/s/ Richard M. Alexander Director March 3, 2021
Richard M. Alexander

/s/ David C. Tedesco L ead Independent Director March 3, 2021
David C. Tedesco

/s/ Debra Coy Director March 3, 2021
Debra Coy




/s Brett Huckelbridge Director March 3, 2021
Brett Huckelbridge

/s/ David Rousseau Director March 3, 2021
David Rousseau

(Back To Top) *
Section 2; EX-10.5 (EX-10.5)
EMPLOYMENT AGREEMENT

This Employment Agreement (this “Agreement”) is made as of the 7" day of May, 2020, by and between Global Water
Resources, Inc., a Delaware corporation (the “Company”), and Christopher D. Krygier, a resident of the State of Arizona (the
“Executive’) and shall be effective as of June 3", 2020 (the “Effective Date”).

RECITALS

WHEREAS, the Company and the Executive wish to enter into this Agreement relating to the employment of Executive by
the Company.

NOW, THEREFORE, in consideration of the covenants and mutual agreements set forth herein and other good and
vauable consideration, the receipt and sufficiency of which are hereby acknowledged, and in reliance upon the representations,
covenants and mutua agreements contained herein, the Company and the Executive agree as follows:

AGREEMENT

1 Employment. Subject to the terms and conditions of this Agreement, the Company agrees to employ the
Executive as its Chief Strategy Officer and Executive also shall serve as the Chief Strategy Officer of Global Water, LLC and dll
regulated utility subsidiaries of the Company. The Executive agrees to diligently perform the duties associated with such positions,
including (without limitation) those duties listed on Exhibit A attached hereto. The Executive shall perform his duties primarily at the
Company’s headquarters located in Phoenix, Arizona. The Executive will report to the Company’s Chief Executive Officer shall
perform such other duties as they may assign from time to time, provided that such additional duties are reasonable and consistent
with the scope of the positions held by the Executive. The Executive will devote substantially al of his business time, attention and
energies to the business of the Company and its affiliates and will comply with the policies and guidelines established by the
Company from time to time applicable to its senior management executives. During the term of this Agreement, the Executive shall
not, without the Company’s prior written consent, be a director, officer, employee, consultant or advisor of or to any person, firm,
association, syndicate, partnership, trust or corporation engaged in, concerned with or interested in a business substantially similar
to the business of the Company of its affiliates. Notwithstanding the foregoing, the Executive may (8) serve on civic or charitable or
not-for-profit industry-related organizations, (b) engage in charitable, civic, educationa, professional community and/or industry
activities without remuneration therefore, (c) manage personal and family investments, and (d) purchase securities in any
corporation whose securities are regularly traded, provided that such purchase shall not result in the Executive beneficially owning
5% or more of the equity securities of any business in competition with the Company or its affiliates at any time.

2. Term. The Executive will be employed under this Agreement from the Effective Date until June 3, 2022, unless the
Executive’s employment is terminated earlier pursuant to Section 7 or Section 8. Thereafter, the Agreement will automatically
renew for one or more additional 12-month periods (each a“Renewa Term”), unless on or before March 31, 2022 (or
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March 31% during the year of the then current Renewal Term, as applicable), either the Executive or the Company notifies the other
party in writing that it wishes to terminate employment under this Agreement at the end of the term then in effect. For the avoidance
of doubt, this Agreement will become null and void if Executive does not become an employee of the Company on the Effective
Date.

3. Base Salary. The Company will pay the Executive an annual base salary (“Base Salary”) of $200,000 during
each calendar year during the term of this Agreement. The Board of Directors of the Company (the “Board”) or its compensation
committee (the “Compensation Committee”) may review the Base Salary on an annual basis to determine, in its sole and absolute
discretion, whether any increases are appropriate based on a combination of factors, which shall include (without limitation) the
Executive's achievement of specified performance objectives and/or the amount of compensation paid to the Executive's peers at
other, similarly situated public companies. The Base Salary may not be reduced without the Executive's consent, unless such
reduction is pursuant to a base saary reduction for substantialy all of the Company’s officers and such reduction in Executive's
Base Sdlary is to the same extent and up to the same percentage as other officers of the Company. The Base Salary will be
payable in accordance with the payroll practices of the Company in effect from time to time and will be subject to customary
withholding for applicable taxes and other deductions.

4, Incentive Compensation. In addition to Executive's Base Sdary, the Executive may be entitled to annual
incentive compensation as determined (a) in the discretion of the Board (or the Compensation Committee) or (b) pursuant to any
incentive compensation program adopted by the Company from time to time.

a Cash Bonus. For each calendar year, the Executive will be eligible to receive up to 15% of his Base
Saary as incentive compensation in the form of a cash bonus. The actual percentage shall be determined annually by the Board (or
the Compensation Committee) based on the Executive satisfying the performance goas established by the Board (or the
Compensation Committee). If the Executive is entitled to receive a cash bonus, such bonus shall be paid at such time as cash
bonuses are otherwise payable to al employees under the incentive compensation program, but in no event later than March 15 of
the year following the year in which the right to the cash bonus, if any, becomes vested.

b. Restricted Stock Units. For 2020 calendar year performance period and for each performance period
thereafter, the Executive will be eligible to receive up to 15% of his Base Sadary in the form of restricted stock units or such other
equity awards as may be issued pursuant to the Global Water Resources, Inc. 2020 Omnibus Incentive Compensation Plan (the
“Incentive Plan”). The actua number of restricted stock units or other equity will be based on the Executive satisfying the
performance goals established by the Board (or the Compensation Committee) pursuant to the Incentive Plan. All equity awards
shall be subject to the terms and conditions of the Incentive Plan and any award agreement issued pursuant to the Incentive Plan.

C. Redtricted Stock. Executive shall receive a sign-on restricted stock grant of 30,000 shares. The sign-on
restricted stock grant shall have a grant date of [June 4, 2020]. The sign-on restricted stock grant shall vest as follows: 5,000
shares of the restricted stock shall vest on [June 4, 2021]; 10,000 shares of the restricted stock shall vest on [June 4, 2022] and

15,000 shares of the restricted stock shall vest on [June 4, 2023]. The restricted stock grant shall be subject to the terms and
conditions contained in the award agreement and the Incentive Plan. In addition, subject to approval by the Compensation
Committee, Executive shall be eligible for future equity grants and other long-term incentives, in the discretion of the Compensation
Committee.



5. Reimbursement of Business Expenses. The Executive shall be entitled to reimbursement of reasonable and
customary business expenses, including for all authorized travel and all out of pocket expenses incurred by the Executive as
authorized by the Company in the performance of his duties. The Executive shall furnish any statements, receipts, invoices and
other documentation that the Company requires in accordance with Company policy.

6. Other Benefits. The Company will provide to the Executive such fringe and other benefits as are regularly
provided by the Company to members of its senior management team, including participation in the Company’s welfare plans (e.g.,
health, medical, dental, vision, etc.) and other benefit programs (e.g., profit-sharing, long-term incentive compensation, retirement,
investment, life and disability insurance, etc.) in effect from time to time, in each case to the extent that the Executive is eligible for
participation under the terms of such plans or programs. The Executive shall be entitled to five (5) weeks of paid vacation per year,
which vacation shall be paid a a rate equal to the Executive's then current Base Salary. The Executive may take such vacation at
such time(s) as the Executive and the Company shall mutually agree to, acting reasonably.

7. Termination of Employment.

a Voluntary Resignation by Executive without Good Reason. The Executive may voluntarily terminate
his employment with the Company at any time by giving two (2) weeks advance written notice to the Company (which notice
period the Company may waive in whole or in part in its sole discretion). If such voluntary termination is without Good Reason (as
defined below), then (i) the Company will be obligated to pay the Executive’s then current Base Salary through the Date of
Termination (as defined below) and any incentive compensation earned in previous years but not yet paid; (i) no incentive
compensation shall be payable for the year in which the termination occurs; and (iii) the Company shall not pay or reimburse the
Executive for COBRA (as defined below) premiums for the period that the Company is required to offer COBRA coverage as a
matter of law. For the avoidance of doubt, any unvested equity-based awards shall be forfeited.

b. Voluntary Resignation by Executive with Good Reason; Termination without Cause by the
Company. If the Executive terminates his employment with the Company with Good Reason, or if the Company terminates the
Executive’'s employment without Cause, including by providing the notice of non-renewal referenced in Section 2, provided
Executive complies with the release requirements of Section 7(F), then (i) the Company will be obligated to pay the Executive's
then current Base Salary through the Date of Termination and any incentive compensation earned in previous years but not yet
paid; (ii) no incentive compensation shall be payable for the year in which the termination occurs, unless such termination occurs
during the last six (6) months of the Company’s fiscal year, in which case the Executive will be paid a pro rata bonus based upon
the Company’s performance for the fiscal

year payable at such time as incentive compensation is otherwise payable to employees under the incentive compensation program;
(iii) if Executive timely and properly elects continuation coverage under COBRA, the Company shall reimburse Executive for the
COBRA premiums for the level of coverage that the Executive had elected prior to the Executive's Separation from Service until
the earliest of (A) 12 months following the date of Executive's Separation from Service, (B) the date on which the Executive
becomes employed by any other employer that provides health insurance coverage, regardiess of whether such coverage is
comparable to the coverage provided by the Company or (C) the date the Executive is no longer eligible to receive COBRA
continuation coverage; (iv) notwithstanding the provisions in the Incentive Plan or award agreement to the contrary, any equity
awards previously granted will become fully vested and exercisable and all restrictions on restricted awards will lapse; and (v) the
Company will pay the Executive an amount equal to the sum of (A) one (1) times the Executive's current Base Sdlary as of the
Date of Termination, and (B) two (2) times the maximum cash bonus that the Executive could have earned in the year of the Date
of Termination. Unless otherwise provided in this Agreement, this amount shal be paid in a lump-sum payment within 60 days
following the Executive’ s Separation from Service.

C. Termination for Cause by the Company. If the Company terminates the Executive’'s employment for
Cause, then, (i) the Company will be obligated to pay the Executive’s then current Base Salary through the Date of Termination
and any incentive compensation earned in previous years but not yet paid; and (ii) no incentive compensation shall be payable for




the year in which the termination occurs. For the avoidance of doubt, any unvested equity-based awards shall be forfeited.

d. Death or Disability. If Executive dies or becomes Disabled, then the Company will be obligated to pay
the Executive's then current Base Salary through the date of death or the effective date of Disability and any incentive
compensation earned in previous years but not yet paid. If Executive dies or becomes Disabled, provided Executive complies with
the release requirements of Section 7(F), the Executive (or the Executive's beneficiary) also shall receive (i) a pro-rated amount of
the Executive's actual incentive compensation for the year, payable at such time as incentive compensation is otherwise payable to
employees under the incentive compensation program, (ii) if Executive or Executive’'s qualified beneficiary timely and properly
elects continuation coverage under COBRA, the Company shall reimburse Executive or Executive’s qualified beneficiary for the
COBRA premiums for the level of coverage that the Executive had elected prior to the Executive's death or Disability until the
earliest of (A) 18 months following the date of Executive’'s death or Disability, (B)the date on which the Executive or the
Executive' s qualified beneficiary becomes employed by any other employer that provides health insurance coverage, regardiess of
whether such coverage is comparable to the coverage provided by the Company, or (C) the date the Executive or his qualified
beneficiary is no longer eligible to receive COBRA continuation coverage; and (iii) notwithstanding the provisions in the Incentive
Plan or award agreement to the contrary, any equity based awards previously granted will become fully vested and exercisable and
all restrictions on restricted awards will lapse and, to the extent permitted under the applicable plan’s governing documents, the
Executive (or the Executive's beneficiary(ies)) shall have a period of one (1) year from the effective date of Death or Disability to
exercise any options (or if shorter, the expiration date of the option).

e Definitions. For purposes of this Agreement:

(i)*Cause” shdl be defined as. (a) the misappropriation (or attempted misappropriation) of any of the
Company's funds or property; (b) the conviction of, or the entering of a guilty plea or a plea of no contest with respect to a
felony; (c) repeated willful and significant neglect of duties; (d) acts of material dishonesty toward the Company;
(e) violation of any material written policy with respect to the Company's business or operations including but not limited to
those related to Company’s personnel, customers, and visitors; (f) violation of the Company’s confidentiality, non-
solicitation, and Non-competition Agreement; (g) violation of the duty of loyalty to the Company; (h) repeated significant
deficiencies with respect to performance objectives assigned by the Chief Executive Officer of the Company; or (i)
Executive's material breach of this Agreement (after notice and an opportunity to cure.

(ii)*COBRA" means the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended.
(ii)*Code” means the Internal Revenue Code of 1986, as amended.

(iv)*Date of Termination” shall mean (a) if this Agreement is terminated as a result of the Executive's death, the
date of the Executive's death, (b) if this Agreement is terminated by the Executive, the last day of his employment with the
Company, (c) if this Agreement is terminated as a result of the Executive’ s Disahility, the effective date of the Disahility,
(d) if this Agreement is terminated by the Company for Cause, the date a fina determination is provided to the Executive
by the Company, or (€) if this Agreement is terminated by the Company without Cause, the date notice of termination is
given to the Executive by the Company.

(v)“Disability” shall mean if, by reason of any medicaly determinable physical or mental impairment which
actualy hinders the Executive's ability to perform his job and which can be expected to result in death or can be expected
to last for a continuous period of not less than 12 months, the Executive is receiving income replacement benefits for a
period of not less than six (6) months under an accident and health plan established by the Company for its employees. The
effective date of Executive’s Disability is the last day of the sixth month on which the Executive receives the income
replacement benefits.

(vi)*Good Reason” shall mean a Separation from Service within two (2) years following the occurrence of one



or more of the following circumstances without Executive's express consent: (a) a material diminution in the Executive's
authority, duties or responsihilities, (b) a material diminution in the authority, duties or responsihilities of the supervisor to
whom the Executive is required to report; (c) amateria diminution in Executive's Base Salary not consented to as required
under Section 3; (d) a material change in the geographic location of Executive's principal office; or (€) any other action or
inaction that constitutes a material breach by the Company of this Agreement. Executive must provide written notice to
Company of the existence of the Good Reason condition described in clauses (a) — (€) above within ninety (90) days of the
Executive's

knowledge of the existence of the condition. Notwithstanding anything to the contrary, an event described in clauses (a) —
(e) above will not congtitute Good Reason if, within thirty (30) days after Executive gives Company notice of the
occurrence or existence of an event that Executive believes constitutes Good Reason, Company has fully corrected such
event.

(vii)* Separation from Service” shall mean either (a) termination of the Executive’'s employment with Company
and all affiliates of the Company, or (b) a permanent reduction in the level of bona fide services the Executive provides to
the Company and all affiliates to an amount that is 20% or less of the average level of bona fide services the Executive
provided to the Company in the immediately preceding 36 months, with the level of bona fide service caculated in
accordance with Treasury Regulations Section 1.409A-1(h)(1)(ii). Solely for purposes of determining whether the
Executive has a Separation from Service, the Executive's employment relationship is treated as continuing while the
Executive is on military leave, sick leave, or other bona fide leave of absence (if the period of such leave does not exceed
six months, or if longer, so long as the Executive's right to reemployment with the Company or an affiliate is provided either
by statute or contract). If the Executive's period of |eave exceeds six (6) months and the Executive’ s right to reemployment
is not provided either by statute or by contract, the employment relationship is deemed to terminate on the first day
immediately following the expiration of such six (6)-month period. Whether a termination of employment has occurred will
be determined based on al of the facts and circumstances and in accordance with regulations issued by the United States
Treasury Department pursuant to Section 409A of the Code.

f. Release Agreement. Notwithstanding anything to the contrary herein, no payment shall be made under
Section 7(B), Section 7(D) or Section 8(B) unless the Executive executes (and does not revoke) a legal release (“Release
Agreement”), in the form and substance reasonably requested by the Company, in which the Executive releases the Company and
its affiliates, directors, officers, employees, agents, and others affiliated with the Company, from any and al claims, including claims
relating to the Executive's employment with the Company and the termination of the Executive's employment. The Release
Agreement shal be provided to the Executive within five (5) days following the Executive's Separation from Service. The Release
Agreement must be executed and returned to the Company within the 21- or 45-day (as applicable) period described in the
Release Agreement and it must not be revoked by the Executive within the seven (7)-day revocation period described in the
Release Agreement. Notwithstanding anything in this Section 7(B), Section 7(D) or Section 8(B) to the contrary, if the 21- or 45-
day consideration period, plus the seven-day revocation period, spans two calendar years, the first payment to which Executive is
entitled shall be made to the Executive in the second calendar year.

0. Compliance with Section 409A of the Code. The Company believes that the payments due pursuant to
this Agreement qualify for the short-term deferral exception or the separation pay exception to Section 409A as set forth in
Treasury Regulation Section 1.409A-1(b)(4). Notwithstanding anything to the contrary in this Agreement, if the Company
determines that neither the short-term deferral exception, separation pay exception nor any other




exception to Section 409A applies to the payments due pursuant to this Agreement, to the extent any payments are due on the
Executive's Separation from Service and if Executive is a “specified employee” (as defined in Treasury Regulation Section
1.409A-1(i)) at the time of Executive's Separation from Service, then such payments shall be paid on the first business day
following the expiration of the six-month period following the Executive's Separation from Service along with accrued interest at
the Bank of America, Arizona prime rate determined as of the date of the payment. This Agreement shal be operated in
compliance with Section 409A or an exception thereto and each provision of this Agreement shall be interpreted, to the extent
possible, to comply with Section 409A or to qualify for an applicable exception. Under no circumstances may the time or schedule
of any payment made or benefit provided pursuant to this Agreement be accelerated or subject to a further deferral except as
otherwise permitted or required pursuant to regulations and other guidance issued pursuant to Section 409A of the Code.
Executive does not have any right to make any election regarding the time or form of any payment due under this Agreement. The
reimbursement of the COBRA premiums provided for in the Agreement shall be paid to Executive on the fifth day of the month
immediately following the month in which Executive timely remits the premium payment. Executive may not elect to receive cash or
any other benefit in lieu of the benefits provided by this Agreement.

8. Change of Control Fee.

a If within 24 months following a Change of Control of the Company, the Executive terminates his
employment with the Company with Good Reason, or the Company terminates the Executive’'s employment without Cause,
provided Executive complies with the release requirements of Section 7(F), the Executive will be entitled to a (1) cash payment
equal to the sum of (i) two (2) times the Executive's current Base Salary as of the date of the Change of Control, and (ii) four (4)
times the maximum cash bonus that the Executive could have earned in the year of the Change of Control (collectively, the “Cash
Payments’) and (2) except as otherwise provided in an award agreement, any equity or stock based awards previously granted to
the Executive will become fully vested and exercisable and al restrictions on restricted awards will lapse. The Cash Payments shall
be made in a single lump sum payment within 60 days of the date of the Executive’s Separation from Service. To the extent that
any disputes arise involving the terms and conditions of this Agreement (or the termination of the Executive’'s employment)
following a Change of Control, the Executive shall be entitled to reimbursement by the Company for his reasonable attorneys fees
and other legal fees and expenses incurred in connection with contesting or disputing any such termination or seeking to obtain or
enforce any right or benefit provided for under this Agreement. Any such fees and expenses shall be reimbursed by the Company
as they are incurred. All reimbursements will be made no later than December 31 of the calendar year following the calendar year
in which the expense was incurred. The amounts reimbursed in one taxable year will not affect the amounts eligible for
reimbursement by Company in a different taxable year. Executive may not elect to receive cash or any other benefit in lieu of the
reimbursement of legal fees and expenses provided by this Section 8(B). If Executive is entitled to a payment pursuant to this
Section 8, the Executive shal be ineligible for any payment due pursuant to Section 7.

b. For purposes of this Agreement, “Change of Control” shal mean a “change in the ownership or effective
control of acorporation,” or a“change in the ownership of

a substantial portion of the assets of a corporation” within the meaning of Code Section 409A (treating the Company as the
relevant corporation) provided, however, that for purposes of determining a“change in the effective control,” “50 percent” shall be
used instead of “30 percent” and for purposes of determining a “substantial portion of the assets of the corporation,” “85 percent”
shall be used instead of “40 percent.”

C. The following limitations apply to payments pursuant to this Section 8.

(i)Section 4999 of the Code imposes an excise tax (currently 20%) on an employee if the total payments and
certain other benefits received by the employee due to a “change in control”) (which for this purpose, has the meaning
ascribed to it in Section 280G of the Code and the related regulations) exceed prescribed limits. In order to avoid this



excise tax and the related adverse tax consequences for Company) the payments and benefits to which Executive will be
entitled pursuant to Section 8 will be limited so that the sum of such payments and benefits, when combined with all other
“payments in the nature of compensation” (as that term is defined in Section 280G of the Code and related regulations), the
receipt of which is contingent on a change in control, will not exceed an amount equal to the maximum amount that can be
payable without the imposition of the Section 4999 excise tax (which maximum amount is referred to below as the
“Capped Benefit").

(i) The limitation described in Section 8(D)(1) will not apply if the Executive's “Uncapped Benefit” minus the
Section 4999 excise taxes exceeds the Executive's Capped Benefit. For this purpose, an Executive's “Uncapped Benefit”
is equal to the total payments to which the Executive will be entitled pursuant to this Agreement, or otherwise, without
regard to the limitation described in Section 8(D)(1).

(iii)If the Company believes that Section 8(D)(1) may result in a reduction of the payments to which Executive
is entitled under this Agreement, it will so notify Executive as soon as possible. The Company will then, at its expense,
retain a“Consultant” (which shall be a certified public accounting firm and/or a firm of recognized executive compensation
consultants working with a law firm or certified public accounting firm) to provide a determination concerning whether the
Executive' s total payments and benefits under this Agreement or otherwise will result in the imposition of the Section 4999
excise tax and, if so, whether the Executive is subject to the limitations of Section 8(D)(1) or, aternatively, whether the
exception described in Section 8(D)(2) applies.

If the Company believes that the limitations of Section 8(D)(1) are applicable, it will nonetheless make payments to
the Executive, a the times described in Section 8, in the maximum amount that it believes may be paid without exceeding such
limitations. The balance, if any, will then be paid if due after the opinions called for above have been received.

If the amount paid to the Executive by the Company is ultimately determined by the Interna Revenue Service to
have exceeded the limitations of this Section 8(D), the Executive must repay the excess promptly on demand of the Company. If it
is ultimately determined by the Consultant or the Internal Revenue Service that a greater payment should have been made to the

Executive, the Company shall pay the Executive the amount of the deficiency, together with interest thereon from the date such
amount should have been paid to the date of such payment so that the Executive will have received or be entitled to receive the
maximum amount to which the Executive is entitled under the Agreement. For purposes of this Section 8, the applicable interest
rate shall be the Bank of America, Arizona prime rate from the date the amounts described in the preceding sentence should have
been paid to the Executive.

As a general rule, the Consultant’s determination shall be binding on the Executive and the Company. Section
280G and the excise tax rules of Section 4999, however, are complex and uncertain and, as a result, the Internal Revenue Service
may disagree with the Consultant’s conclusions. If the Internal Revenue Service determines that the Capped Benefit is actualy
lower than calculated by the Consultant, the Capped Benefit will be recalculated by the Consultant. Any payment over that revised
Capped Benefit will then be repaid by the Executive to Company. If the Internal Revenue Service determines that the actual
Capped Benefit exceeds the amount calculated by the Consultant, the Company shall pay the Executive any shortage.

The Company has the right to challenge any determinations made by the Internal Revenue Service. If the Company
agrees to indemnify an Executive from any taxes, interest and penalties that may be imposed upon the Executive (including any
taxes, interest and penalties on the amounts paid pursuant to the Company’s indemnification agreement), the Executive must
cooperate fully with the Company in connection with any such challenge. The Company shall bear all costs associated with the
challenge of any determination made by the Internal Revenue Service and the Company shall control al such challenges.

Executive must notify the Company in writing of any claim or determination by the Internal Revenue Service that, if
upheld, would result in the payment of excise taxes. Such notice shall be given as soon as possible but in no event later than 15



days following the Executive’s receipt of notice of the Internal Revenue Service's position.

In the event that the provisions of Sections 280G and 4999 of the Code are repealed without succession, this
Section 8(D) shdl be of no further force or effect. Moreover, if the provisions of Sections 280G and 4999 of the Code do not
apply to impose the excise tax on payments under this Agreement, then the provisions of this Section 8(D) shall not apply.

9. Non-Solicitation.

a The Executive hereby covenants and agrees that for a period of one (1) year from the Date of Termination,
Executive will not directly or indirectly, or in any individual or representative capacity, request or solicit any of the Company’s
Clients to withdraw, curtail, cancel, or decrease the level of their business with the Company or request that they do business with
any Competing Business. The Company’s Clients are any person or entity: (i) for whom Executive, at any time during the 12-month
period prior to the time the Executive’s employment with the Company terminates, provided Company’s Services and with whom
Executive had material contact; (ii) about whom Executive had Confidential Information; and/or (iii) with respect to whom
Executive, at any time during the 12-month period prior to the time the Executive’ s employment with the Company terminates, held
supervisory, managerial, and/or oversight responsibilities for the provision of Company’s services.

b. The Executive hereby covenants and agrees that for a period of one (1) year from the Date of Termination,
Executive will not directly or indirectly, or in any individua or representative capacity, request or solicit any of the Company’s
Prospective Clients (defined as any person or entity who both (i) has been directly solicited to become a customer of the
Company, and (i) with whom Executive had material contact or about whom Executive has knowledge of such solicitation, within
the 12-month period prior to the time Executive’s employment with the Company terminates) to forgo doing business with the
Company or request that such prospective customer or client do business with any Competing Business.

C. The Executive hereby covenants and agrees that for a period of one (1) year from the Date of Termination,
Executive will not directly or indirectly hire or solicit for employment for any other business entity other than the Company (whether
as an employee, consultant, independent contractor, or otherwise) any person who is, or within the six (6)-month period preceding
the date of such activity was, an employee, independent contractor or the like of the Company or any of its subsidiaries, unless
Company gives its written consent to such offer of employment. Nothing herein shall prevent Executive, directly, or indirectly
through the use of agents, employees or other representatives, from placing general advertisements in any widely-distributed media
(such as newspapers, Internet postings, etc.) directed at the public at large (as opposed to directed specifically at the Company’s
employees, contractors or the like that have the effect of inducing or influencing any of the Company’s employees, contractors, or
the like to terminate their employment or business relationship with the Company.

d. The covenants set forth in this Section 9 will survive the Executive's termination of employment under
Section 7.

10. Non-Disclosur e of Confidential | nfor mation.

a It is understood that in the course of the Executive's employment with the Company, the Executive will
become acquainted with Company Confidential Information (as defined below). The Executive recognizes that Company
Confidential Information has been developed or acquired at great expense, is proprietary to the Company, and is and shall remain
the exclusive property of the Company. Accordingly, the Executive agrees that he will not disclose to others, copy, make any use
of, or remove from the Company’s premises any Company Confidential Information, except as the Executive's duties may
specifically require, without the express written consent of the Company, during the Executive’s employment with the Company
and thereafter until such time as Company Confidential Information becomes generally known, or readily ascertainable by proper
means by persons unrelated to the Company.

b. Upon any termination of employment, the Executive shall promptly deliver to the Company the originas



and al copies of any and al materials, documents, notes, manuals, or lists containing or embodying Company Confidential
Information, or relating directly or indirectly to the business of the Company, in the possession or control of the Executive.

C. “Company Confidential Information” shall mean confidential, proprietary information or trade secrets of the
Company and its subsidiaries and affiliates including without limitation the following: (i) customer lists and customer information as
compiled by the
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Company; (ii) the Company’s internal practices and procedures; (iii) the Company’s financial condition and financial results of
operation; (iv) supply of materials information, including sources and costs, and current and prospective projects; (V) strategic
planning, manufacturing, engineering, purchasing, finance, marketing, promotion, distribution, and selling activities, (vi) al other
information which the Executive has a reasonable basis to consider confidential or which is treated by the Company as confidential;
and (vii) al information having independent economic value to the Company that is not generally known to, and not readily
ascertainable by proper means by, persons who can obtain economic value from its disclosure or use. Notwithstanding the
foregoing provisions, the following shal not be considered “Company Confidential Information”: (1) the general skills of the
Executive; (2) information generally known by senior management executives within the Company’s industry; (3) persons, entities,
contacts or relationships of the Executive that are also generaly known in the industry; and (4) information which becomes
available on a non-confidentia basis from a source other than the Executive which source is not prohibited from disclosing such
confidentia information by legal, contractual or other obligation.

d. Nothing in this Agreement shall prevent Executive from the disclosure of Confidential Information that: (A)
is made: (i) in confidence to a Federal, State, or local government official, either directly or indirectly, or to an attorney; and (ii)
solely for the purpose of reporting or investigating a suspected violation of law; or (B) is made in a complaint or other document
filed in a lawsuit or other proceeding, if such filing is made under sedl. In the event that Executive files a lawsuit aleging retaliation
by the Company for reporting a suspected violation of law, Executive may disclose Confidential Information related to the
suspected violation of law or alleged retaliation to Executive’s attorney and use that Information in the court proceeding if Executive
or Executive's attorney: files any document containing Confidentia Information under seal; and does not disclose the Confidential
Information, except pursuant to court order. Executive understands and acknowledges that the Company provides this notice in
compliance with the Defend Trade Secrets Act of 2016.

11. Waiver of Intellectual Property and Moral Rights. The Executive agrees that any and al ideas, concepts,
processes, discoveries, improvements and inventions conceived, discovered, made, designed, researched or developed by the
Executive either solely or jointly with others, during the Executive's employment with the Company and for the six (6) months
thereafter, which relate to the Company’s business or resulting from any work the Executive does for the Company (collectively the
“Intellectual Property”), are the Intellectual Property of the Company. The Executive hereby irrevocably assigns and grants to the
Company al his right, title and interest in and to such Intellectual Property (including any mora rights thereto). The Executive
agrees to deliver to the Company al papers, documents, files, electronic data or media, reasonably regquested by the Company in
connection therewith. Without limiting the foregoing, the Executive acknowledges that any and al Intellectual Property, and any and
all other property of the Company protectable by patent, copyright or trade secret law, developed in whole or in part by the
Executive in connection with the performance of services to the Company as an employee, are the sole property of the Company.

12. Return of Company Property Following Termination. The Executive agrees that following the termination of
his employment for any reason, he will promptly return all
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property of the Company, its affiliates and any divisions thereof he may have managed that is then in or thereafter comes into his
possession, including, but not limited to, documents, contracts, agreements, plans, photographs, books, notes, electronically stored
data and all copies of the foregoing, as well as any materials or equipment supplied by the Company to the Executive.

13.  Cooperation; No Disparagement. During the one (1)-year period following the Executive's Date of
Termination, the Executive agrees to provide reasonable assistance to the Company (including assistance with litigation matters),
upon the Company’s request, concerning the Executive's previous employment responsibilities and functions with the Company.
Additionally, at al times after the Executive’s employment with the Company has terminated, the Company and the Executive
agree to refrain from making any disparaging or derogatory remarks, statements and/or publications regarding the other, the
Company’s employees or its services. In consideration for such cooperation, the Company shall compensate the Executive for the
time the Executive spends on such cooperdative efforts (at an hourly rate based on the Executive's total compensation during the
year preceding the Date of Termination) and the Company shall reimburse the Executive for his reasonable out-of-pocket expenses
the Executive incurs in connection with such cooperétive efforts.

14. Non-Competition. The Executive agrees that during his employment by the Company hereunder and for a period
of one (1) year thereafter, he will not (except on behalf of or with the prior written consent of the Company), within the State of
Arizona either engage in or carry on any activities of the type conducted, authorized, offered, or provided to Company, whether
directly or indirectly, on his own behalf or in the service or on behalf of others, as a member of a limited liability company, partner
of a partnership, or as a stockholder, investor, officer, director, trustee, or as an employee, agent, associate, consultant or in any
other capacity in the water and wastewater utility business (*Competing Business’). This restriction shall not be interpreted to apply
to businesses, including other regulated utilities that are not providing, considering providing, or involved in the water and/or
wastewater utility business. This restriction shall not apply to the Executive working for a non-competitive state agency or municipal
provider, or for a general contractor whose company solely constructs utility infrastructure on behalf of municipalities and utilities or
aconsulting firm providing utility regulatory, finance, lobbying or similar services, as long as for the one (1) year period Executive is
not providing services for a direct Competing Business. The parties intend that the covenants contained in this Section 14 shall be
deemed to be a series of separate covenants one for each county in the State of Arizona and except for geographic coverage, each
such separate covenant shall be identical to the covenants contained in this Section 14. This restriction shall not apply if the
Executive resigns with Good Reason or is terminated without Cause.

15. Reasonableness of Restrictions, Equitable Relief, and Sever ability.

a The Executive hereby agrees that the period of time and geographic scope provided for in the restrictions
set forth herein do not impose an undue burden on Executive and are reasonable in subject matter and duration and necessary to
protect the Company and its successors and assigns in the use and employment of the goodwill of the business conducted by the
Company and to protect the Company’ s legitimate business interests. The Executive further
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agrees that damages cannot compensate the Company in the event of a violation of Sections 9-14 and that, if such violation should
occur, injunctive relief shall be essential for the protection of the Company and its successors and assigns. Accordingly, the
Executive hereby covenants and agrees that, in the event any of the provisions of Sections 9-14 shall be violated or breached, the
Company shall be entitled to obtain injunctive relief against the party or parties violating such covenants, without bond but upon due
notice, in addition to such further or other relief as may be available at equity or law. Obtainment of such an injunction by the
Company shall not be considered an election of remedies or awaiver of any right to assert any other remedies which the Company
has at law or in equity. No waiver of any breach or violation hereof shall be implied from forbearance or failure by the Company to
take action thereof. The prevailing party in any litigation, arbitration or similar dispute resolution proceeding to enforce this
provision will recover any and all reasonable costs and expenses, including attorneys' fees.

b. If any provision of this Agreement is held to be illegal, invalid, or unenforceable under any applicable law,
then such provision will be deemed severed and this Agreement will be construed as if not containing the provision held to be
invalid, and the rights and obligations of the parties will be construed and enforced accordingly. Theresfter, the parties shall



promptly and in good faith negotiate an equitable adjustment to the provisions of this Agreement with the view to effecting, to the
greatest extent possible, the original purpose and intent of this Agreement.

16.  Assignment. The Executive acknowledges that the services to be rendered by him are unique and personal in
nature. Accordingly, the Executive may not assign any of his rights or delegate any of his duties or obligations under this
Agreement. Nothing in this Agreement shall preclude the Company from consolidating or merging into or with, or transferring all or
substantially all of its assets to, another corporation or entity that assumes this Agreement and all obligations and undertakings
hereunder. Upon such consolidation, merger or transfer of assets and assumption, the term “Company” as used herein shall mean
such other corporation or entity, as appropriate, and this Agreement shall continue in full force and effect.

17. Entire Agreement; Amendment; Waivers. This Agreement embodies the complete agreement of the parties
hereto with respect to the subject matter hereof and supersedes any prior written, or prior or contemporaneous oral,
understandings or agreements between the parties that may have related in any way to the subject matter hereof. This Agreement
may be amended only in writing executed by the Company and the Executive. The failure of either party to this Agreement to
enforce any of its terms, provisions or covenants will not be construed as a waiver of the same or of the right of such party to
enforce the same. Waiver by either party hereto of any breach or default by the other party of any term or provision of this
Agreement will not operate as awaiver of any other breach or defaullt.

18. Governing Law. This Agreement and al questions relating to its validity, interpretation, performance and
enforcement, shall be governed by and construed in accordance with the internal laws, and not the law of conflicts, of the State of
Arizona

19. Notices. Any notice required or permitted under this Agreement must be in writing and will be deemed to have
been given when delivered personally or by overnight courier
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service or three days after being sent by mail, postage prepaid, at the address indicated below or to such changed address as such
person may subsequently give such notice of:

if to the Company: Global Water Resources, Inc.
21410 North 19th Avenue, Suite 220
Phoenix, AZ 85027
Attention: Chief Executive Officer
Facsimile: (623) 518-4100

if to the Executive:  Christopher D. Krygier
13521 West Medlock Drive
Litchfield Park, Arizona 85340
chriskrygier@gmail.com

20. Dispute Resolution. Any dispute, controversy, or claim, whether contractual or non-contractual, between the
parties hereto arising directly or indirectly out of or connected with this Agreement including, but not limited, any such dispute
relating to the breach or aleged breach of any representation, warranty, agreement, or covenant under this Agreement or the
termination of employment hereunder, unless mutualy settled by the parties hereto, shall be resolved by binding arbitration in
accordance with the Employment Arbitration Rules of the American Arbitration Association (the “AAA”). Notwithstanding the
foregoing, this Section 20 shall not bar or prevent either party from seeking temporary or preliminary injunctive relief with respect
to any patent, trademark, copyright, trade secrets claims or claims for breaches of Sections 9-14 of this Agreement. The parties
agree that before the proceeding to arbitration that they will mediate their disputes before a mediator selected by the parties or
among a list of mediators approved by the AAA for the state of Arizona. Any arbitration shal be conducted by arbitrators




approved by the AAA for the state of Arizona or any other arbitrator mutually acceptable to the Company and the Executive. All
arbitrations of such disputes, controversies, or claims shall be conducted by a single arbitrator. If the parties cannot agree on an
arbitrator or mediator, then one shall be drawn by lots from a list of AAA approved arbitrators and mediators. The resolution of
the dispute by the arbitrator(s) shall be final, binding, nonappealable, and fully enforceable by a court of competent jurisdiction
under the Federal Arbitration Act. The arbitrator(s) shall have the authority to permit the parties to conduct discovery, decide
dispositive motions, including motions for summary judgments, and may award damages to the prevailing party consistent with
applicable law. The arbitration award shall be in writing and shall include a statement of the reasons for the award. The arbitration
shall be held in the Phoenix/Scottsdale metropolitan area. The Company shall pay all AAA, mediation, and arbitrator’s fees and
costs. The arbitrator(s) shall award reasonable attorneys’ fees and costs to the prevailing party.

21.  Withholding; Release; No Duplication of Benefits. All of the Executive’s compensation under this Agreement
will be subject to deduction and withholding authorized or required by applicable law. The Company’s obligation to make any
post-termination payments hereunder (other than salary payments and expense reimbursements through a given Date of
Termination), shall be subject to receipt by the Company from the Executive of the Release Agreement described by Section 7(F),
and compliance by the Executive with the covenants set forth in Sections 9, 10, 13 and 14.
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22.  Successors and Assigns. This Agreement is solely for the benefit of the parties and their respective successors,
assigns, heirs and |legatees. Nothing herein shall be construed to provide any right to any other entity or individual.

23. Each Party the Drafter. This Agreement and the provisions contained in it will not be construed or interpreted
for or against any party to this Agreement because that party drafted or caused that party’s legal representative to draft any of its
provisions.

24, Headings. All descriptive headings of sections and paragraphs in this Agreement are intended solely for
convenience, and no provision of this Agreement is to be construed by reference to the heading of any section or paragraph.

25. Execution of Agreement. This Agreement may be executed via facsimile, .pdf or similar electronic transmission
and in counterparts, each of which will be deemed an original, but al of which together will constitute one and the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have executed and delivered this Agreement as of the date first above written.

COMPANY:

GLOBAL WATER RESOURCES, INC,,

By: /g Ron Fleming

Name: Ron Fleming



Title:  President and CEO

EXECUTIVE:

/9 Christopher D. Kryaqier

[SIGNATURE PAGE TO EMPLOYMENT AGREEMENT]
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EXHIBIT A

Executive Job Description

Chief Strateqy Officer

Our chief strategy officer, also known as a CSO, will be responsible for business development including business growth,
acquisition management, and generally for creating and implementing short term and long-term strategic goals and change
management activities for the company based on regional and public water company competitive markets. The CSO has the
following job duties:

Acquisitions (target identification, negotiations, financing, diligence, and consolidation)



«  Oversight of Certificate of Convenience & Necessity permits, existing and new
+  Developing new business ventures, water and wastewater related

«  Collaborating with other executives for strategic initiatives

«  Communicating organizationa goals

+  Determining areas of improvement or growth

« Managing marketing research initiatives and teams

« Analyzing competitors and data

A-1

(Back To Top)
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List of Subsidiaries

Exhibit 21.1

Theregistrant's subsidiaries are listed below, omitting certain entities that have de minimis activity, if considered in the aggregate asasingle

subsidiary, would not constitute a significant subsidiary as of December 31, 2020.

Global Water Resources, Inc.

Global Water, LLC

Global Water - Balterra Utilities Company, Inc.
Globa Water - CP Water Company, Inc.

Global Water - Eagletail Water Company, Inc.
Global Water - Hassayampa Utilities Company, Inc.
Global Water - 303 Utilities Company, Inc.

Global Water - Picacho Cove Utilities Company, Inc.
Global Water - Picacho Cove Water Company, Inc.
Global Water - Palo Verde Utilities Company, Inc.
Global Water - Red Rock Utilities Company, Inc.
Global Water - Santa Cruz Water Company, Inc.
Global Water - Turner Ranches Irrigation, Inc.

West Maricopa Combine, LLC

Valencia Water Company, Inc.

Water Utility of Greater Buckeye, Inc.

Globa Water - Greater Tonopah Water Company, Inc.
Global Water - Northern Scottsdale Water Company, Inc.
Willow Valley Water Company, Inc.

Global Water Holdings, Inc.

Global Water - Mirabell Water Company, Inc.
Globa Water - Lyn Lee Water Company, Inc.

Globa Water - Francesca Water Company, Inc.
Global Water - Tortolita Water Company, Inc.

State of Jurisdiction

Delaware
Delaware
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona
Arizona



(Back To Top)

Section 4: EX-23.1 (EX-23.1)

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-245722 on Form S-3 and Registration Statement No. 333-238092 on

Form S-8 of our report dated March 3, 2021, relating to the consolidated financial statements of Global Water Resources, Inc. and subsidiaries,
appearing in this Annual Report on Form 10-K for the year ended December 31, 2020.

/s/ DELOITTE & TOUCHE LLP

Phoenix, Arizona
March 3, 2021

(Back To Top)
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EXHIBIT 311

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Ron L. Fleming, certify that:

1. | have reviewed this Annual Report on Form 10-K of Global Water Resources, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial 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 thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in al 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. Theregistrant’s other certifying officer and | are 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 thisreport is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonabl e assurance regarding the



reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with generally accepted accounting principles;

C. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
thisreport 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

d. Disclosed in thisreport any changein the registrant’sinternal 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’ sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our 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 weaknessesin 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 rolein the registrant’sinternal control over financial reporting.

Date: March 3, 2021

By: /s' Ron L. Fleming
Ron L. Fleming
President, Chief Executive Officer and Chairman of the Board

(Back To Top)
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EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Michad J. Liebman, certify that:

1. | have reviewed this Annual Report on Form 10-K of Global Water Resources, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial 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 thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in al 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. Theregistrant’s other certifying officer and | are 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:

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 otherswithin 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 reasonabl e assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
thisreport 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’sinternal 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 isreasonably likely to materially affect, the
registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our 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):

Date: March 3, 2021

By:

All significant deficiencies and material weaknessesin 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

Any fraud, whether or not material, that involves management or other employees who have a
significant rolein the registrant’sinternal control over financial reporting.

/9 Michael J. Liebman

Michael J. Liebman

Chief Financial Officer and Cor porate Secretary

(Back To Top)
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EXHIBIT 32.1



Certification of Chief Executive Officer and Chief Financial Officer

PURSUANT TO 18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Global Water Resources, Inc. (the “ Company”) for the year ended December 31, 2020, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Ron L. Fleming, as Chief Executive Officer of the
Company, and Michael J. Liebman, as Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to 8906 of

the Sarbanes-Oxley Act of 2002, that to the best of our knowledge:
1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

By: /' Ron L. Fleming
Ron L. Fleming
President, Chief Executive Officer and Chairman of the Board
Date: March 3, 2021

/s Michadl J. Liebman
Michael J. Liebman
Chief Financial Officer and Corporate Secretary
Date: March 3, 2021

By:
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